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Procurement
Pricing
A Fundamentals class on cost & pricing analysis for the 
Procurement Lifecycle

Sarah Allen – Administrator 2016

AGENDA
 Procurement Life Cycle
 The Regulations
 What is Fair and Reasonable Pricing?
 Planning

 IGE
 MR
 Strategy

 Solicitation & Award
 Price Analysis

 Contract Management & Closeout/Handover
 Burn Rate & Obligation Logs
 Request for Equitable Adjustment
 Closeout issues
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The Regulations

HRS 103D-312 : Fair & Reasonable Pricing 
Policy; cost or pricing data.
Legislative Session 2016, HB2060 HD1 SD2

HAR 3-122-121 to 130 : Cost or Pricing 
data
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What is Fair and Reasonable Pricing?

 Identify Government’s Pricing Objectives
Pay a Fair and Reasonable Price
Price Each Contract Separately
Exclude Contingencies

 Identify Government Approaches to Contract 
Pricing 
Price Analysis
Cost Analysis
Cost Realism Analysis
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Identify Government’s Pricing 
Objectives

 Identify Government’s Pricing Objectives
Pay a Fair and Reasonable Price
Price Each Contract Separately
Exclude Contingencies
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Fair and Reasonable

Fair to the Buyer
Fair to the Seller
Price Evaluation Factors

7

Fair and Reasonable Pricing

Price Each Contract Separately
Exclude Contingencies

8
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What is Fair and Reasonable Pricing?

 Identify Government Approaches to Contract 
Pricing 
Price Analysis
Cost Analysis
Cost Realism Analysis

9

Two Methods for Determining 
Price Reasonableness?

 Price Analysis

 Cost Analysis

- Always

- As 
Required



10/26/2016

6

PLANNING and 
MARKET RESEARCH
Steps 1 & 2

Market Research
Overall Procurement 

Strategy
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Independent Government Estimate 
(IGE)

How Was The Estimate Made? 
What Assumptions Were Made? 
What Information And Tools Were Used? 
Where Was The Information Obtained? 

12
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Market Research

Historical Pricing Data For Market Research 
Published Data For Market Research 
Market Research Data From Buyers And Other 

Experts 
Market Research Data From Prospective 

Offerors 
Market Research Data From Other Sources
Using Market Research To Estimate Probable 

Price
13

Procurement Data Sites

14

Title Website
HI-SPO Website www.spo.hawaii.gov
GSA Supply Schedules & 
GSA Advantage

www.gsaelibrary.gsa.gov/ElibMain/home.do
www.gsaadvantage.gov/advantage/main/elib.do?pg=hom
e&src=elib

USAspending.gov www.usaspending.gov
Dynamic Small Business 
Search

http://dsbs.sba.gov

Federal Business 
Opportunities

www.fbo.gov
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State Websites

15

GSA Schedules

16

http://www.gsaelibrary.gsa.gov/ElibMain/home.do

The above is the main page for the GSA eLibrary. These categories will 
show the contractors’ GSA contract along with price information.
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GSA Schedules, ctd…
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Below, you will see all the main categories that fall under laboratory, 
Scientific, & Medical. Let’s pick Medical Equipment and Supplies:

GSA Schedules, ctd…
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Okay, now here is a category list of all the medical equipment and supplies. 
Let’s pick Adhesive Tapes and Adhesive bandages: 
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GSA Schedules, ctd…
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Okay, now here is a list of all the vendors that have a contract on GSA. 
For goods information, you can either click on their 
contract or directly to GSA Advantage.

GSA Schedules, ctd…
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We clicked on a contract. Here’s a look at some prices:
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GSA Schedules, ctd…
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Example 2 – Let’s look up prices on a service. Click on Scientific 
Equipment and Services:

GSA Schedules, ctd…
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Okay, now here is a category list of all the services. Let’s pick Electric 
Testing and Analysis Services:
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GSA Schedules, ctd…

23

Okay, now here is a list of all the vendors that have a contract on GSA. 
For services information, you can either click on their contract or directly 
to GSA Advantage.

GSA Schedules, ctd…
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We clicked on a contract. Here’s a look at some labor rates (full burdened 
to include fringe benefits, overhead and profit):
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FedBizOpps.gov
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FedBizOpps.gov, ctd…
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GSA Schedules, ctd…
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Government Economic Data – Bonnie’s 
Example

28

In a recent analysis to determine whether or not to allow a price increase on the car rental contract, several factors were taken 
into consideration; 1) Inflation rate, 2) Industry rates, 3) Gasoline prices and 4) New vehicle costs. All information gathered 
from the United States Department of Labor, Bureau of Labor Statistics (not adjusted for Hawaii specifically).

1.Inflation rate 2016 – approximately 1.5 %
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Bonnie’s Example, ctd..
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1.Passenger Car Rental Rates (May 2016) 2% increase in prices (preliminary 
calculations)

Bonnie’s Example, ctd..

30

1.Gasoline prices declined January to April, with increases beginning in May 
2016
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Bonnie’s Example, ctd..
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1.New vehicle cost shows very minor deviations since the beginning of CY 2016.

Bonnie’s Example, ctd..
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I also did a current price comparison (for Hawaii 
only) for April through December 2016 on Excel. 
Here is a sample:

We ultimately negotiated with the vendor a 1-2% (depending on car size) increase for 
the 2016-2017 contract period.

May 1, 2016
HONOLULU Alamo Enterprise National Dollar Thrifty Budget Hertz Avis Advantage ADR
Compact $50 $56.00 $75 $50 $48 $55 $82 $81 $49 $60.67
Minivan $80 $88.00 $138 $83 $81 $89 $140 $139 $84 $102.44
Standard SUV $64 $70.00 $108 $67 $65 $71 $110 $109 $73 $81.89

KONA Alamo Enterprise National Dollar Thrifty Budget Hertz Avis Advantage ADR
Compact $58 $58.00 $61 $55 $53 $58 $61 $61 NA $66.43
Minivan $75 $75.00 $111 $97 $90 $75 $111 $111 NA $106.43
Standard SUV $73 $73.00 $92 $92 $90 $73 $105 $92 NA $98.57

LIHUE Alamo Enterprise National Dollar Thrifty Budget Hertz Avis Advantage ADR
Compact $56 $62.00 $63 $57 $54 $57 $63 $64 $53 $75.57
Minivan $83 $86.00 $112 $87 $84 $87 $114 $115 $84 $121.71
Standard SUV $72 $75.00 $86 $75 $73 $75 $87 $88 NA $90.14

KAHULUI Alamo Enterprise National Dollar Thrifty Budget Hertz Avis Advantage ADR
Compact $56 $61.00 $61 $56 $55 $56 $61 $67 $48 $57.89
Minivan $85 $85.00 $111 $85 $91 $85 $112 $111 $84 $94.33
Standard SUV $96 $101.00 $97 $104 $103 $101 $108 $105 $84 $99.89

HILO Alamo Enterprise National Dollar Thrifty Budget Hertz Avis Advantage ADR
Compact $57 $60.00 $61 $55 $55 $57 $62 $67 NA $59.25
Minivan $66 $68.00 $111 $67 $67 $68 $112 $111 NA $83.75
Standard SUV $69 $71.00 $93 $69 $69 $71 $93 NA NA $66.88
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Developing Your Price Estimate
Different Data Estimates. Using the price that you 

paid for the item 11 months ago, your estimate might 
be $19,700. If you use the last price paid for the item 
plus 4 percent inflation your estimate might be 
$20,488. The catalog price for a similar item from a 
commercial vendor might be $19,750. The catalog 
price for a comparable item from a second vendor 
might be $19,900. 

33

Preliminary Estimate of Contract Price 

Price Estimate Estimating Rationale 

$19,700 Estimate based on the price determined fair and reasonable 11 
months ago under contract XX-9X-XXXX. 

$20,488 Estimate based on the price determined fair and reasonable 11 
months ago under contract XX-9X-XXXX plus 4 percent inflation 
estimated using the Producers Price Index for similar items. 

$19,750 Estimate based on current FloMo Systems catalog price for the 
quantity required. 

$19,900 Estimate based on current Acme Products catalog price for the 
quantity required. 

Procurement Strategy

Identify Procurement Team Members
Life-cycle Costs

34
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Who is Responsible for
Determining Price Reasonableness?

The Procurement Officer is responsible for documenting the 
determination of price reasonableness in all procurements 
and contracting actions but may obtain assistance from:

Procurement Specialist
Legal Counsel
Administrative Services Officer
Project Managers (in-house estimates, technical 

evaluations, labor mix evaluation, etc.)
Estimators
Auditors (desk audits, detailed audits of cost or pricing        

data)

Procurement Strategy: 
Life-Cycle Costs

36
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Procurement Strategy: 
Lease vs. Purchase

Offer 

Government 
Expenditure 

Beginning of Year 1 

Government 
Expenditure End of 

Year 1 

1
(Purchase)

$146,000 N/A

2
(Lease)

$70,500 $70,500
Discounted to 

$64,091

37

Government 
Receipt End of 

Yr 2

$12,000
Discounted to 

$9,917

N/A

Evaluated Price

$136,083

$134,591

Excel: 
=PV(Rate,#Periods, Pmts, FV, Type)
Type: pyt at beginning of period =1
Pyt at end of period = 0

Coffee Break!

38
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SOLICITATION & AWARD
Step 3

Responsibility
Price Analysis
Unbalanced Bids
Price-Related Decision Process

39

Price Analysis

The process of examining and evaluating a 
“proposed price” to determine if it is fair and 
reasonable without evaluating its separate cost 
elements and profit.
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Should-Pay Price

Should-pay price - the price that the State 
should reasonably expect to pay for the 
item based on available information 
concerning competitive offers, historical 
prices, commercial prices, pricing 
yardsticks, and Internal Government 
Estimates.

Apples-to-apples
For price analysis, the items being compared 

must have enough similar characteristics or 
qualities to make the comparison meaningful. 

Select Prices for 
Comparison

Identify Factors 
that Effect 

Comparability

Determine the 
Effect of Identified 

Factors

Adjust Prices for 
Comparison

Compare Offered 
Prices with 

Adjusted Prices

Prices for Comparison

• Other Proposed Prices
• Published Price lists/Catalog Prices
• Previously proposed prices and/or contract prices (same of 

similar)
• Prices set by law/regulation
• Parametric estimates / price indices
• Independent Government Estimates

Techniques to Adjust Prices for Comparison

• Index Numbers
• Trend Analysis
• Price Volume Analysis
• Cost Estimating Relationships

Price Analysis

1

3

4

5

2
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Price Analysis

 Price Analysis always involves some form of 
comparison with other prices.

 Purchasing Specialist / Procurement Officer is  
responsible for selecting basis for comparison and 
determining whether a price is fair and reasonable.

 Must Document the basis of
 Proposed Price
 Comparison Price

Price Analysis
 Basis for Price Analysis comparisons (in order of desirability):

 Comparison of competitive proposals.  Adequate price competition
 Comparison to prior competitive purchase orders/contracts for same or 

similar items/services.
 Comparison with previous invoices for same or similar item.
 Comparison with a published price list, catalog or GSA Federal                

Supply Schedule.
 Prices or Labor Rates set by law/regulation (e.g., Davis Bacon, Service 

Contract Act, Minimum Wage, Union Labor Agreements, utilities) 
 Recognized Price Indices (professionals, materials, equipment) National, 

regional, or local agreements. 
 Comparison with internal or independent estimate.

Relationship between Market Research and Price Analysis?
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Price Analysis - Example
Fair and Reasonable Justification

HP Designjet T1200 HD Multifunction Printer

Agency is unable to join / enroll in WSCA 10-01 due to the cooperative agreement’s start a year 
ago. HP is able to provide the HP Designjet T1200 HD Multifunction Printer for $17,913.00, Four Year 
Next Business Day Hardware Support for $3,827.00, and the required ink cartridges for $414.00. 
Amazon.com was able to provide the same printer and ink cartridges at $18,561.24 and $449.34 
respectively. CDW.com’s pricing was quoted at $19,795.99 and $383.94. A comparative table 
below displays the price of the 3 companies while supplying the warranty directly from HP as the 
manufacturer. Below are the quotes that support this justification.

HP Amazon.com CDW.com

HP Designjet T1200 $17,913.00 $18,561.24 $19,795.99
Ink Cartridges $414.00 $449.34 $383.94
Warranty $3,827.00 $3,827.00 $3,827.00
Total $22,154.00 $22,837.58 $24,006.93

Factors That Affect Comparability

Market conditions;

Quantity or size;

Geographic location;

Purchasing power of the dollar;

Extent of competition;

Terms and conditions

Technology; and

Government unique requirements.
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How do we know we are getting a 
fair and reasonable price  in the 
following?

 Sole Source
 Exemption
 Emergency
 Procurement Violation
 Professional Services
 Extensions to the period of performance
Change Orders / Amendments with Price Adjustments

Solicitation & Award:
Unbalanced Bids

48
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Solicitation & Award:
Price-Related Decision Process

49

Cost Element 
Proposed Objective 

Considered 
Achieved Reference 

Computer 
Hardware

$1,000,000 $900,000 $925,000 See Para A 

IT Help Desk 
Services

$2,500,000 $2,025,000 $2,127,500 See Para B 

Subtotal $3,500,000 $2,925,000 $3,052,500 

G&A $350,000 $292,500 $305,250 See Para C 

Total Cost $3,850,000 $3,217,500 $3,357,750 

CONTRACT 
MANAGEMENT AND 
CLOSEOUT
Steps 4 & 5

Contract 
Management

Closeout & 
Completion

50
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Contract Management

Request for Equitable Adjustments

51

Contract Management
Burn Rate Logs

52
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Closeout

Termination Settlements

53

Mahalo!
 Visit us on the web at: SPO.Hawaii.gov
 Follow us on Twitter at: @HawaiiSpo
 Email us at: 

state.procurement.office@Hawaii.gov
Call us at: 808-586-0554

54
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References

 Contract Pricing Reference Guide – Defense Acquisition University

 HRS 103D-312

 HRS 3-122-120 to130
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