ATTACHMENT 5
MPORTANCE OF DOCUMENTATION
IN CONTRACT PRICING

In most cases, the dovumentation of contract pricing takes either the form of a
Price Negotiation Memorandum (PNM) or a Price Comp=tition Memorandum (PCM).
FAR 1%.403-3 states thet the CO *“_. _shall dncument in the contract file the principle
elements of the negotated agreement.” This section of the FAR continues to list
information that the documentation *,..shall include. ...” Additional information
onv/requirements for documentation can be fourd in the DEARS, AFFARS, and
AFMCFARS. The AFMC PNM/PCM Guide is available at hitps:/'www afime-
mil.wpefh af mi -AFMOPE crm.him

The PNM/PCM is rcant to tell the story of hew the final contract price was
arrived at. This documnent i meant to be a stand-alone document, providing the reacer
(be it a later PCO, buyer, reviewer, and/or auditer, etc) to understand the basis for the
price without havir.g to dig through the rest of the contract file. }t must detail the
decisions made, enalysis performed, negotiations conducted, arnd any other
actions/facts/etc. tha: pertains to the 1o price. The exact content of the PNM/PCM will
vary according lo the nzturs of the contractuzl action being discussed. The typical rulz is,
as you get higher in dollar value, you need 1o increase the level of effort in pricing the
action, and documenting (he eforts undertaker.

Recent GAD and DoDIG audits make it very clear that we are ot adequately
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¢ocumenting our pricing efforts. The auditors have been unable to read a PNM/PCM and
follow the contracting officer’s rationzle in deciding what pricing approach to take, the
analysis performed, ete. They make the assumption that if someshing iz not covered in
the PNM/PCM, then it did not happen. They also work under the assumption that if you
do not include your rationsle for decisions, then the decision is open 0 guestion.

-

PREPARED BY HG AEMC/PERC, Mr. Bill Sain, 037-257-3817, NSN 787-3812, bill sani@wpaft.almil
on 26 Oet 2001

AO0Q _ 10D



