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(Only paragraphs affected by this change are shown – AMS Policy 3.2.3 – Cost and Price Methodology)

This section describes policies for evaluating proposals for initial contract prices, subcontract prices, and contract modifications, except for real property and utilities. 

3.2.3.2 POLICY (Revised 07/2002)
Defense Contract Audit Agency audits shall be requested on all cost reimbursement (CR) contracts that exceed $100 million. In addition, an audit will be requested on at least 15% of all CR contracts under $100 million. For other contracts, the FAA policy is to employ any method of cost or price analysis to determine fair and reasonable prices for the procurement of products and services. Price analysis is the preferred method for evaluating competitive proposals.

3.2.3.3 GUIDANCE AND PRINCIPLES
3.2.3.3.1 Requirement Decision 
3.2.3.3.1.1 Cost or Pricing Data 
Cost or pricing data shall not be required from offerors unless the CO determines price competition is not adequate to support a determination of price reasonableness. When the CO determines adequate price competition exists, cost or pricing data shall not be requested. In situations with established catalog or market prices, prices set by law or regulation, and or commercial items, price analysis is sufficient and cost or pricing data shall not be requested. 
3.2.3.3.1.2 Pre- and Post Award Audits 

Pre-award audits and periodic incurred cost audits by a contractor’s cognizant audit agency are the preferred mechanism to assist the Contracting Officer in ensuring the validity of indirect and direct cost billed under cost reimbursement contracts. The Contracting Officer is responsible for ensuring that the indirect and direct costs paid under a cost reimbursement contract are allowable.  In situations where a cost-incurred audit is not obtained, the Contracting Officer will still ensure that only allowable costs are paid.  The sponsoring organization will fund required pre- and post award audits and will include an estimate for the cost of the audits in the Acquisition Program Baseline.  The Acquisition Strategy Paper and the Integrated Program Plan will also address the approach, responsible organizations, and activities for obtaining audits.  (See appropriate templates for additional guidance)
