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MEET YOUR PRESENTER
DONALD E. (DON) SHANNON
PMP, CPCM, CFCM, FELLOW

• MR. SHANNON RETIRED AS AN USAF AIRCRAFT MAINTENANCE OFFICER 
FOLLOWING 23 YEARS OF SERVICE AND HAS SINCE ACQUIRED 30-YEARS’ 
EXPERIENCE AS A GOVERNMENT CONTRACTS MANAGER. 

• HE OFFERS CONSULTING SERVICES THROUGH HIS BUSINESS (THE CONTRACT
COACH) IN THE MANUFACTURING, R&D, AND AEROSPACE INDUSTRIES. HIS 
SPECIALTIES INCLUDE PROJECT MANAGEMENT (PMP),  CONTRACT AND 
PROPOSAL MANAGEMENT (CFCM, CPCM, OUTSTANDING FELLOW) AND 
CONTRACT PRICING (CPT).  

• DON IS AN AVID RESEARCHER AND WRITER WITH FREQUENT CONTRIBUTIONS
TO NCMA’S CM MAGAZINE, THE JOURNAL OF CONTRACT MANAGEMENT 
AND PRICING MAGAZINE. MR. SHANNON IS A FREQUENT PRESENTER AT 
PROPRICER’S CGPS AND NCMA NATIONAL EVENTS. HIS CREDENTIALS INCLUDE 
A BACHELOR OF ARTS IN BUSINESS ADMINISTRATION FROM SAINT LEO 
COLLEGE AND A MASTER OF SCIENCE IN LOGISTICS MANAGEMENT FROM 
THE AIR FORCE INSTITUTE OF TECHNOLOGY.



COPYRIGHT NOTICE

THIS PRESENTATION IS PROVIDED FOR THE PRIVATE, NON-COMMERCIAL USE OF THE AUDIENCE 
WITHOUT COPYRIGHT OR RESTRICTION WITH THE EXCEPTION OF ARTWORK THAT HAS BEEN 
PROPERLY ATTRIBUTED TO A SOURCE.

THE AUDIENCE IS FREE TO COPY, REPRODUCE, OR USE THIS PRESENTATION WITHOUT LICENSE OR
RESTRICTION FOR THEIR OWN PERSONAL, PRIVATE USE. NO PART OF THE ATTACHED MAY BE
USED FOR COMMERCIAL OR OTHER PURPOSES WITHOUT THE EXPRESS WRITTEN PERMISSION OF 
THE AUTHOR.

CONTACT: DONALD E. SHANNON LLC DBA THE CONTRACT COACH.
DON@CONTRACT-COACH.COM

mailto:don@contract-coach.com


FUN PROPOSALS I’VE BEEN PART OF:

U.S. Army Heavy Dump Truck 

U.S.P.S. Next Generation Delivery Vehicle

NASA Suborbital Launch



PLEASE 
SECURE THE 
CABIN FOR 
DEPARTURE



PROCUREMENT METHODS
HOW DOES THE GOVERNMENT BUY THINGS



PROCUREMENT 
METHODS –
SIMPLIFIED 
ACQUISITION

• SIMPLIFIED ACQUISITION (GENERALLY < $250,000) 

• PURCHASE CARD (MICRO PURCHASE THRESHOLD OF 
$3,500/$5,000 – INCREASING THIS YEAR TO 
$10,000/$5,000 SUBJECT TO RESTRICTIONS FOR 
CONSTRUCTION OR SERVICES)

• PURCHASE ORDER (FORM CONTRACT)

• E-COMMERCE VIA GENERAL SERVICES ADMINISTRATION GSA 
SCHEDULES

• COMMERCIAL ITEM “SIMPLE CONTRACT” – T&C VIA CLAUSE  
52.212-12



PROCUREMENT 
METHODS -
RFQ/IFB

• REQUEST FOR QUOTE

• TYPICALLY USED FOR PURCHASES FROM “SCHEDULE” 
CONTRACTS SUCH AS GSA

• ALSO MAY BE USED FOR SIMPLIFIED ACQUISITIONS

• QUOTE IS NOT AN “OFFER” 

• SEALED BIDS (FAR PART 14)

• FREQUENTLY USED FOR CONSTRUCTION CONTRACTS

• MAY BE USED FOR COMMERCIAL ITEMS IF PRICE IS THE MAIN 
DISCRIMINATOR

• SOLICITED BY AN “INVITATION FOR BIDS”



PROCUREMENT 
METHODS –
COMPETITIVE 
PROPOSALS

• COMPETITIVE PROPOSALS (FAR PART 15)

• USUALLY, A NEGOTIATED CONTRACT AWARD 

• TYPICALLY, “BEST VALUE” AWARD

• MUST INCLUDE SELECTION CRITERIA AND RELATIVE WEIGHTING 
OF FACTORS

• COST IS ALWAYS A FACTOR

• PAST PERFORMANCE

• PROCUREMENT SPECIFIC FACTORS 

• SPECIAL PROCUREMENT METHODS

• BROAD AREA ANNOUNCEMENT - USED FOR RESEARCH AND 
DEVELOPMENT CONTRACTS (FAR PART 35)

• ARCHITECT AND ENGINEER SERVICES (SF330) FAR PART 36



ENTITY REGISTRATION IN SYSTEM FOR AWARD 
MANAGEMENT (SAM.GOV)



TRANSPARENCY: 
FEDERAL BUSINESS 
OPPORTUNITIES 
PUBLISHED IN 

SAM.GOV



SOMETIMES THE 
BUYER WILL REACH 

OUT TO YOU 
WITH AN RFQ



THE 
PROPOSAL 
PROCESS
STEP-BY-STEP INSTRUCTIONS ON 

RESPONDING TO A GOVERNMENT 
SOLICITATION UNDER FAR PART 15 



A TALE OF TWO BOOKS

TECHNICAL VOLUME
• DESCRIBES THE OFFEROR’S SOLUTION TO THE 

SOLICITATION

• MAY INCLUDE MANAGEMENT INFORMATION AND 
DESCRIPTION OF THE OFFEROR’S TEAM AND THEIR 
QUALIFICATIONS

• CAN BE PAGE LIMITED

• MAY BE SUPPLEMENTED BY AN ORAL PRESENTATION

COST VOLUME
• CONTAINS INFORMATION NEEDED TO ALLOW 

GOVERNMENT TO MAKE A “DETERMINATION 
OF FAIR AND REASONABLE PRICE”

• MAY BE CERTIFIED OR OTHER THAN CERTIFIED 
DATA

• DETAILED DATA USUALLY FOLLOWS THE 
FORMAT IN TABLE 15-2 IN FAR PART 15.408



TECHNICAL VOLUME
THE WHO, WHAT, WHEN, WHERE, WHY, AND HOW OF THE STORY



OUR GOAL IS THE 7 C’S

Compliant – we ‘color 
inside the lines’ and 

carefully and faithfully 
do what the government 

instructs in section L

Complete – we fully 
answer all the 

governments questions 
and include all required 

information

Concise – we keep our 
response short and to the 

point

Competitive – we make a 
strong case for why the 

government should select 
our offer in preference to 

our competitors

Convincing – Our story 
convinces the reader of 

our argument(s) and 
makes them a 'believer'

Cohesive – All the pieces 
of our story merge 
together seamlessly  

Correct – we check and 
recheck to ensure all data 
is correct and that we do 
not have embarrassing 
typos or other editorial 

issues



PROPOSAL PROCESS FLOW
THE SHIPLEY APPROACH



PHASE 1
ASSESS OPPORTUNITY - READ THE FULL SOLICITATION

• SECTION A – COVER SHEET

• SECTION B – ITEMS AND PRICES

• SECTION C – DESCRIPTION OF WORK

• SECTION D – PACKAGING AND MARKING

• SECTION E – INSPECTION AND ACCEPTANCE

• SECTION F – DELIVERIES OR PERFORMANCE

• SECTION G – ADMINISTRATIVE REQUIREMENTS

• SECTION H – SPECIAL CONTRACT REQUIREMENTS

• SECTION I – CLAUSES

• SECTION J – ATTACHMENTS 

• SECTION K – REPS AND CERTS

• SECTION L – INSTRUCTIONS TO OFFERORS

• SECTION M – EVALUATION FACTORS



PHASE 1
ASSESS THE 
OPPORTUNITY -
CONDUCT BID/NO-BID ANALYSIS



LIKELY 
COMPETITORS

Company 
Years 
Experience

Estimated 
Employees

Annual
Revenue

Remarks
Threat 
Rating

Acme 15 75 15 Million

Alpine 25 180 +/- 50 Million Recently completed major project with 
Department of Energy for handling 
radioactive waste.

May not qualify as “small” depending on 
NAICS code assigned by CO

High

Bovine 5 25 2 – 5 
Million

No affiliation with any robotics supplier 
known – could be looking for a teammate

Medium

Sublime 10 - 12 60 Unknown Uses Nippon robots – no 1000kg class 
robot available

Low

On-Time 16 80 19-20 
Million

Uses “Hi-Value” robots which are equal to 
or better than XYX robots

High

Zebra 12-15 50? Unknown Believed to have been recently acquired 
by Canadian company – may not qualify
as small

Medium



REVENUE OPPORTUNITIES

• INITIAL SALE OF EQUIPMENT

• OPERATIONS AND MAINTENANCE

• SERVICE & SUPPORT CONTRACTS

• EQUIPMENT REPAIR/OVERHAUL

• PARTS

• SYSTEM INSTALLATION OR RELOCATION

• MODIFICATIONS 
• NEW WEAPONS COMPONENTS

• SOFTWARE UPDATES

• TRAINING

Initial Order
82

55%O&M
41

28%

Modifications
14
9%

Training & Support
12
8%

Revenue $149M over 5 years

Initial Order O&M Modifications Training & Support



BID OR NO-BID?
OK – WE’RE IN THIS

TIME TO START THE PROPOSAL EFFORT



PHASE 2 – CREATE THE CAPTURE STRATEGY

• DEFINE A SOLUTION THAT
• FULLY ADDRESSES ALL SOLICITATION 

REQUIREMENTS

• IS TAILORED TO FIT THE CUSTOMER’S NEEDS

• PLAY TO OUR STRENGTHS

• CAPITALIZE ON COMPETITOR’S 
WEAKNESSES

• DEVELOP WIN THEMES

• Define a strategy that
• Identifies team members roles and 

responsibilities

• Provides best solution at affordable price

• Establish teaming agreements

• Make/Buy determination

Technical Business/Cost



CONSIDER 
SMALL 
BUSINESS 
INVOLVEMENT

Statutory Requirement
• Awards below the Simplified Acquisition Threshold are set-aside for 

small business.
• All awards over the Simplified Acquisition Threshold must offer small 

businesses the maximum practicable opportunity to participate in 
contract performance consistent with its efficient performance

Small Business Subcontracting Plan (if required)
• Prime Contractor for an award that is expected to exceed $700,000 

($1.5 million for construction) and that has subcontracting possibilities, 
shall require the apparently successful offeror to submit an acceptable 
subcontracting plan.

• Generally, the contracting agency will specify “targets” the contractor 
must meet for their plan to be “acceptable”

• Compliance is generally a “good faith” effort, but mechanisms exist to 
ensure compliance including performance evaluations or possible 
termination.



PLAN THE PROPOSAL

Proposals are a Project – Manage them that way!



YOUR PROPOSAL 
PLAN SHOULD:
• HAVE A DETAILED SCHEDULE 

WITH RESOURCES ASSIGNED TO 
EACH TASK

• HAVE A BUDGET AND SPEND 
PLAN

• IDENTIFY WHO DOES WHAT AND 
WHEN (RACI)

• SET  MILESTONE DATES FOR 
PROPOSAL REVIEWS



SET A PROPOSAL BUDGET AND STICK TO IT



PHASE 3 – CREATE 
PROPOSAL CONTENT

• TECHNICAL VOLUME (TECHNICAL TEAM)

• REQUIREMENTS MATRIX
• OUTLINE
• STORYBOARDS
• DRAFT CONTENT
• REVISED DRAFT

• BUSINESS VOLUME (COST & PRICING TEAM)

• WORK BREAKDOWN STRUCTURE 
(WBS)

• RESOURCE LOADED EXECUTION 
PLAN

• BASIS OF ESTIMATE 



STEP 3 – CREATE 
PROPOSAL CONTENT

• MANAGEMENT VOLUME (IF 
NOT PART OF ANOTHER 
VOLUME)
• PROJECT MANAGEMENT 

PLAN
• QUALITY PLAN
• INTEGRATED PROJECT 

SCHEDULE

• PAST PERFORMANCE VOLUME 
(IF NOT PART OF ANOTHER 
VOLUME)



JUST A SECOND PLEASE

AVOID THE TEMPTATION TO 
RE-USE PROPOSAL CONTENT 
FROM PAST PROPOSALS
- IT’S AN EASY WAY TO MAKE ERRORS 

AND WASTE TIME

- THIS IS ESPECIALLY TRUE OF 
INFOGRAPHICS AND ARTWORK

- IF IT IS NOT A 100% MATCH – DON’T USE 
IT!



CREATING PROPOSAL CONTENT (TECH VOLUME)

SHRED THE PROPOSAL AND CREATE REQUIREMENTS MATRIX



CREATE 
PROPOSAL 
OUTLINE

• FOLLOW THE STRUCTURE PROVIDED IN THE SOLICITATION IF 
PRESENT

• OTHERWISE USE A LOGICAL ORGANIZATIONAL STRUCTURE

• TOPICAL – ALIGNED WITH SOW REQUIREMENTS

• CHRONOLOGICAL

• CROSS REFERENCE THE OUTLINE TO THE REQUIREMENTS MATRIX

• YOUR OUTLINE SHOULD HAVE 100% CORRESPONDENCE TO 
EACH REQUIREMENT IN THE MATRIX

• ANNOTATE THE MATRIX WITH A SHORT MEMORY JOGGER 
OF HOW THE REQUIREMENT WILL BE MET/FULFILLED.

• MAKE WRITING ASSIGNMENTS BASED ON THE OUTLINE



CREATE STORYBOARDS 
(OPTIONAL)

• STORYBOARDS PROVIDE A VISUAL 
REPRESENTATION OF A PROPOSAL 
SECTION INCLUDING ARTWORK 
AND A SHORT BULLETIZED 
DESCRIPTION OF WHAT WILL BE 
SAID

• MANY TEAMS USE STORYBOARDS TO 
CHECK THE FLOW OF THE 
PROPOSAL NARRATIVE.



PINK TEAM/WALL WALK 

• MANAGEMENT APPROVES THE 
OUTLINE AND ALLOWS 
PROGRESSION INTO PROPOSAL 
DEVELOPMENT AND WRITING

• GENERALLY CONDUCTED BY 
POSTING STORYBOARDS TO A 
WALL AND HAVING REVIEWERS 
WALK AROUND THE ROOM 
REVIEWING AS THEY GO



CREATE DRAFT CONTENT

• EXPAND THE OUTLINE INTO PARAGRAPHS AND 
SECTIONS.

• USE PARAGRAPH AND SECTION TITLES TO 
PROVIDE READERS WITH A ROADMAP

• USE TOPIC SENTENCES TO MAKE ASSERTIONS 
THEN SUPPORT THE ASSERTION WITH 
VERIFIABLE DATA

• AVOID HYPERBOLE AND 
UNFOUNDED/UNSUPPORTABLE CLAIMS .. IN 
THE WORDS OF AN OLD TV SHOW “NO BRAG, 
JUST FACT.”



INCLUDE A 
PROJECT SCHEDULE
• PROVIDES CONFIDENCE THAT 

YOU HAVE PLANNED THE WORK 
AND UNDERSTAND THE 
REQUIREMENTS.

• IT LETS YOUR CUSTOMER KNOW 
WHAT THEY WILL BE GETTING, 
WHEN, AND THE STEPS YOU 
WILL FOLLOW.

• MUST AGREE WITH THE TEXT 
AND COST/PRICE ESTIMATE



UPDATE THE REQUIREMENTS 
MATRIX

• THE REQUIREMENTS MATRIX IS A ‘LIVING DOCUMENT’ AND 
SHOULD BE UPDATED DAILY TO DOCUMENT 
ACCOMPLISHMENTS AND TRACK STATUS

• IT IS ESPECIALLY HELPFUL IN ENSURING ALL WORK 
REQUIRED IN THE WRITING PROCESS IS ASSIGNED AND 
BEING WORKED,



EDIT PROPOSAL MATERIAL

• AS SECTIONS ARE COMPLETED, THEY SHOULD BE PASSED TO AN 
EDITOR

• REVIEW FOR GRAMMAR AND SPELLING

• MAKE MINOR EDITS AS NEEDED TO ENSURE CONSISTENT VOICE

• EDITED SECTIONS ARE THEN FORMATTED AND ADDED TO THE MAIN 
DOCUMENT

• CONSIDER DESK TOP PUBLISHING IN PREFERENCE TO MS WORD.

• NEVER LET SME’S DIRECTLY EDIT FINISHED COPY IN MASTER 
PUBLICATION

• HINT – COPY PASTING NEW OR REVISED INFORMATION IS LIKELY TO 
OVERWRITE FORMATTING AND CREATE HOURS OF WORK TO REPAIR

• HOW DO I KNOW? LONG AND PAINFUL STORY CONCERNING 800 PAGE 
DOCUMENT



ADD ARTWORK

• EVERY PICTURE TELLS A STORY

• IF THE PICTURE DOESN’T 
CLEARLY AND ACCURATELY 
SUPPORT YOUR MESSAGE –
LEAVE IT OUT OR GET ONE 
THAT DOES.

• BEWARE THE MARKETING 
GURU WHOSE INFOGRAPHIC 
IS UNINTELLIGIBLE



RED TEAM
• REVIEW BY TEAM SIMULATING THE SOURCE SELECTION 

TEAM

• DOES YOUR PROPOSAL FULLY AND COMPLETELY ADDRESS 
ALL REQUIREMENTS (COMPLIANT)

• IS IT COMPETITIVE, COMPELLING, CONCISE, AND CORRECT?

• GAP ANALYSIS 

• AVOID ‘WORDSMITHING’



POST RED TEAM REVISIONS

• SME’S MAKE ANY NEEDED REVISIONS AND THEN PASS TO 
EDITOR/PUBLISHER

• FINAL FORMATTING AND PAGE LAYOUT

• CONVERT TO PDF OR APPLICABLE FORMAT

• READY FOR GOLD TEAM!



COST VOLUME
MEANWHILE IN A PARALLEL UNIVERSE



ESTIMATING 
METHODOLOGY 

VS 
COST VOLUME 

CONTENTS

• YOU SHOULD ALWAYS ESTIMATE COSTS AND 
DOCUMENT THE PROCESS USING A CONSISTENT 
AND REPEATABLE PROCESS

• NOT ALL OF YOUR DATA WILL BE SUBMITTED IN 
THE COST VOLUME – JUST WHAT’S REQUIRED BY 
SECTION L OF THE SOLICITATION

• THAT DOES NOT MEAN YOU DON’T GENERATE 
THE BACK-UP DATA OR CUT CORNERS!



TOP DOWN AND BOTTOM-UP ESTIMATING

TOP DOWN
• FAST AND FAIRLY ECONOMICAL TO CREATE

• USUALLY COMPILED BY MANAGERS WHO MAY NOT 
UNDERSTAND DETAILED PROCESSES

• BASED ON SCALED ESTIMATE OF PREVIOUS WORK OR 
ESTIMATING ALGORITHM

• MAY BE DECOMPOSED INTO LOWER-LEVEL ESTIMATES FOR 
SUBSYSTEMS OR COMPONENTS

• ONLY AS ACCURATE AS THE MODEL OR ANALOGY

• USEFUL AS A ROUGH ORDER OF MAGNITUDE OR SANITY TEST. 

BOTTOM UP
• TEDIOUS AND TIME CONSUMING - COSTLY

• USUALLY COMPILED BY SUBJECT MATTER EXPERTS

• BASED ON A WORK BREAKDOWN STRUCTURE

• EACH ELEMENT IS ANALYZED FOR LABOR, MATERIAL, AND 
OTHER COSTS SUPPORTED BY ESTIMATING RATIONALE (BOE)

• GENERALLY ACCURATE WITHIN 5 – 25%

• DEPENDS ON ESTIMATOR'S EXPERIENCE AND MATURITY OF THE 
SPECIFICATIONS/DESIGN 

Which is best?  Why not both!



ESTIMATING 
ACCURACY AND 
UNCERTAINTY

• ESTIMATE ACCURACY DEPENDS 
ON UNDERSTANDING AND 
SPECIFICITY OF REQUIREMENTS

• ACCURACY IMPROVES AS 
MORE INFORMATION IS 
KNOWN (MORE CERTAIN)

• ASSUMPTIONS = UNKNOWNS

• UNKNOWNS = COST RISK

Image Credit: John Holloman annotated by D. Shannon
Reference AACE Recommended Practice 18R-97 Cost Estimate Classification System

Class 5
0 – 2% Class 4

1 – 15%
Class 2

30 – 75%
Class 1

65 – 100%

Proposal 
Submittal

Class 3
10 – 40%

PDR CDR



• COST IS MOST ACCURATELY 
EXPRESSED AS A RANGE OF VALUES 

• BEST PRACTICE IS TO CALCULATE THE 
• LEAST LIKELY, 

• MOST LIKELY, AND 

• MAXIMUM EXPECTED COSTS 

• COMMON UNBALANCED (SKEWED) 
SPREAD E.G., -5% +15%*

• THEN PERFORM AN ANALYSIS TO 
DETERMINE BID PRICE

• RISK APPETITE WILL DETERMINE YOUR 
OFFERED COST/PRICE.

COST IS NOT A 
SINGLE POINT

Most Likely 
Value (Mode)

50/50% 
Probability

Image Credit: Intevar Institute Risky Project

Least Likely 
Value (Min)

Maximum 
Likely Value

* The unbalanced spread is attributable to the nature of the underlying probability 
distribution which is either Beta or lognormal depending on who you ask



THE CONTRACT ESTIMATING LIFECYCLE

Proposal (Pre-Award)

- Create / update Detailed Cost Proposal
- Basis of Estimate
- Work Breakdown Schedule
- Proposal Narrative 
- Detailed Cost & Pricing data
- Integrated Master Schedule

- Submit Cost Proposal
- Submit Certification of C&P data

Contract Negotiation & Award

- Conduct Discussions
- Conduct Negotiations
- Submit Final Proposal Revision
- Issue Contract / Modification
- Provide First Increment of Funds

Planning / Pre-Award & Changes

- Create / update (Budgetary) estimate
- Create / update Independent Government 

Estimate
- Create /update Requirements Documents

- Statement of Work
- Top Level Work Breakdown Schedule        

Contract Performance

- Establish Contract Performance Baseline and 
Integrated Baseline Review (EVMS) 

- Perform Contract Work
- Perform Cost Reporting (EVMS)
- Submit Invoices (Accounting)
- Submit Performance Data (CPI/SPI) (EVMS)
- Provide Limitation of Funds Notice
- Provide Limitation of Cost Notice
- Identify required contract modifications or 

proposed changes.

The cost estimate is not a ‘once and done’ proposition .. 



ESTIMATING CONSOLIDATES DATA FROM MULTIPLE SOURCES

Accounting System
- Historical cost information
- Project Code Structure
- Direct Rates
- Indirect Rates

Project Management System
- Work Breakdown Structure
- Resource Loaded Project 

Schedule
- Cost & Schedule Risk 

assessment

Contracts 
Management
- Terms and 

Conditions
- Instructions to 

Offerors
- CLIN Structure

Estimating System
- Cost or Pricing Data
- Analysis of Vendor Quotes
- Risk analysis

Risk Management System
- Risk Data (Likelihood & Impacts)
- Risk Management Plan

Purchasing System
- Historical cost 

information
- Vendor Quotes
- Subcontractor quotes

Resource Management
- Material and resource 

availability
- Property Mgt.

Business 
Systems 

Integration
In

Estimating

AUTHORITATIVE DATA SOURCES



PROPOSAL ESTIMATING PROCESS

Request Estimate
• Request must be approved by Controller
• Must identify estimate purpose, 

accuracy desired and timeline

Analyze Requirements / 
Create WBS

• Decompose requirements into matrix
• Organize into WBS / CLIN / OBS

Create Individual Estimates 
• SME’s use the BOE Process to estimate 

each work package
• BOE’s and vendor quotes are 

analysed/reviewed before data entry into 
Schedule / Cost Model

Produce Estimate
• Create and Print review copies of 

estimate
• Perform detailed Quality Assurance and 

Quantitative Analysis of proposal
• Accuracy
• Logic
• Risk
• Sensitivity

• Complete Proposal Adequacy Checklist

Create Estimating Plan
• Estimating Team Members
• Estimate Schedule
• Estimating Approach
• Assumptions

Create Project Schedule
• Expand WBS to Work Package Level
• Sequence tasks/activities in logical 

sequence
• Resource Load the schedule

Create/Populate Cost Model
• Import direct & Indirect rates 
• Import resource loaded schedule & 

BOE’s

Maintain Estimate
• Perform periodic updates of the 

proposal database to reflect new data, 
circumstances

• Prepare for Certified/Other then 
Certified Cost Submittals



THE ESTIMATING PLAN
• COMPOSITION OF THE ESTIMATING TEAM

• DESCRIPTION OF ESTIMATING APPROACH

• TIMELINE (SHOULD MATCH THE PROPOSAL SCHEDULE)

• ESTIMATING WORKFLOW
• CREATE WBS

• DECOMPOSITION OF REQUIREMENTS INTO WORK PACKAGES

• SCHEDULE CONSTRUCTION 

• ASSIGNMENT OF RESOURCES

• DETERMINATION OF COSTS

• REVIEW AND APPROVAL



WORK 
QUANTIFICATION

• STEP 1 IN ESTIMATING IS TO IDENTIFY WHAT RESOURCES 
AND IN WHAT QUANTITY WILL BE REQUIRED

• THE PRINCIPAL TOOLS USED ARE 

• THE WORK BREAKDOWN STRUCTURE

• THE RESOURCE LOADED SCHEDULE

• THESE TOOLS WILL QUANTIFY

• LABOR

• MATERIALS

• OTHER COSTS (TRAVEL, EQUIPMENT LEASE, ETC.)



CONSTRUCT WORK 
BREAKDOWN 
STRUCTURE

• THE WBS IS A TOP-DOWN 
HIERARCHICAL REPRESENTATION 
OF THE WORK TO BE 
PERFORMED ORGANIZED BY 
CONTRACT DELIVERABLE OR 
PROJECT PHASE. 



THE WBS ALIGNS WITH AND 
PARALLELS THE PROJECT SCHEDULE 
AND THE PROJECT REQUIREMENTS

• EVERY WBS ELEMENT SHOULD 
TRACK TO A PROJECT 
(SOLICITATION) REQUIREMENT

• EVERY WBS ELEMENT SHOULD BE 
ADDRESSED IN THE SCHEDULE

• REQUIREMENT

• START DATE FOR WORK

• COMPLETION DATE FOR 
WORK

• RESOURCES (LABOR, MATERIAL 
ETC.)

• RELATIONSHIP TO OTHER 
TASKS (PREDECESSOR OR 
SUCCESSOR ETC.)



ESTIMATING TECHNIQUES

Actual/Historical Data – data derived from accounting system or timecards

Vendor Quotes – FFP Bids or quotations provided by outside source 

Parametric Models – mathematical representation associating cost or effort 
to system characteristics (size, weight, performance) 

Analogous data – data from past efforts scaled by a judgement factor to 
account for differences in project size or complexity

Expert (or Engineering) estimate – data provided by a Subject Matter 
Expert based on personal experience or judgement.



• LABOR GRADE OR SKILL

• LABOR HOURS REQUIRED

• NUMBER OF 
PEOPLE/COMPOSITION OF 
WORKFORCE

• OVERTIME (IF REQUIRED)

• LABOR RATE(S)

QUANTIFYING 
LABOR



QUANTIFYING 
MATERIAL

• UNIT OF SUPPLY (SQUARE 
FOOT, POUNDS, LENGTH, ETC.)

• GRADE OR QUALITY 

• SPECIFICATIONS

• SPOILAGE ALLOWANCE (SEE 
FAR PART 31)



QUANTIFYING 
OTHER COSTS

• TRAVEL COSTS (NUMBER OF 
TRIPS, ORIGIN, DESTINATION, 
LENGTH OF STAY, NUMBER OF 
TRAVELERS)

• AIRFARE OR MILAGE

• PER DIEM 

• EQUIPMENT RENTAL (INCLUDES 
RENTAL CARS)

• ROYALTIES

• PERMITS OR FEES



DON’T FORGET TO DOCUMENT 
THE BASIS OF ESTIMATE





BUILDING THE ESTIMATE – RESOURCE LOADING



BUILDING THE ESTIMATE – RESOURCE LOADING

Vendor 
Quote

Vendor 
Quote

BOE 
Write-up

BOE 
Write-up

BOE 
Write-up

BOE 
Write-up

Note: ProPricer Contractor Express software may be obtained from Executive Business 
Systems as a free trial version (which is illustrated) and limited free usage by small 
businesses.  Please contact EBS for details. 
(https://www.propricer.com/products/contractor-express )

https://www.propricer.com/products/contractor-express


COST BUILD-UP

• DIRECT COST = QUANTITY (FROM PREVIOUS) X COST PER UNIT

• INDIRECT COSTS

• FRINGE (IF NOT INCLUDED IN OVERHEAD)

• OVERHEAD

• GENERAL AND ADMINISTRATIVE

• PROFIT OR FEE

• TAXES



BUILDING THE ESTIMATE – DIRECT COSTS



BUILDING THE ESTIMATE – INDIRECT COSTS



BUILDING THE ESTIMATE – COST MODEL



Fully Disclosed Cost Data – Itemization of all elements of direct and indirect cost



FFP, T&M, LABOR HOURS OR OTHER THAN FULLY 
DISCLOSED DATA

Fully Burdened 
Rate - includes all 

direct costs , 
indirect costs and 

profit 



COST DETAIL

• COSTS SHOULD BE REPORTED IN THE FORMAT DESCRIBED 
IN FAR 15.408 TABLE 2 UNLESS OTHERWISE NOTED IN THE 
SOLICITATION.

• “CONTRACTOR FORMAT” MAY BE ALLOWED

• BEST PRACTICE IS TO CREATE BOE’S DETAILING THE SOURCE 
DATA, METHODS, AND ASSUMPTIONS AS ‘BACKUP’



CERTIFIED COST OR PRICING DATA

• THERE IS A CLEAR DISTINCTION BETWEEN SUBMITTING CERTIFIED COST OR PRICING DATA AND MERELY 
MAKING AVAILABLE BOOKS, RECORDS, AND OTHER DOCUMENTS WITHOUT IDENTIFICATION. 

• THE REQUIREMENT FOR SUBMISSION OF CERTIFIED COST OR PRICING DATA IS MET WHEN ALL ACCURATE 
CERTIFIED COST OR PRICING DATA REASONABLY AVAILABLE TO THE OFFEROR HAVE BEEN SUBMITTED, EITHER 
ACTUALLY OR BY SPECIFIC IDENTIFICATION, TO THE CONTRACTING OFFICER OR AN AUTHORIZED 
REPRESENTATIVE. 

• AS LATER DATA COME INTO YOUR POSSESSION, IT SHOULD BE SUBMITTED PROMPTLY TO THE CONTRACTING 
OFFICER IN A MANNER THAT CLEARLY SHOWS HOW THE DATA RELATE TO THE OFFEROR’S PRICE PROPOSAL.

• THE REQUIREMENT FOR SUBMISSION OF CERTIFIED COST OR PRICING DATA CONTINUES UP TO THE TIME OF 
AGREEMENT ON PRICE, OR AN EARLIER DATE AGREED UPON BETWEEN THE PARTIES IF APPLICABLE.



INSPECTION OF RECORDS

• BY SUBMITTING YOUR PROPOSAL, YOU GRANT THE CONTRACTING OFFICER OR AN 
AUTHORIZED REPRESENTATIVE THE RIGHT TO EXAMINE RECORDS THAT FORMED THE BASIS FOR 
THE PRICING PROPOSAL. 

• THAT EXAMINATION CAN TAKE PLACE AT ANY TIME BEFORE AWARD. 

• IT MAY INCLUDE THOSE BOOKS, RECORDS, DOCUMENTS, AND OTHER TYPES OF FACTUAL DATA 
(REGARDLESS OF FORM OR WHETHER THE DATA ARE SPECIFICALLY REFERENCED OR INCLUDED 
IN THE PROPOSAL AS THE BASIS FOR PRICING) THAT WILL PERMIT AN ADEQUATE EVALUATION 
OF THE PROPOSED PRICE.



• REQUIRED ON DFARS AND SOME OTHER 
AGENCIES (NASA) 

• QUALITY CONTROL TOOL TO ENSURE 
SUBMITTED PROPOSAL IS ACCEPTABLE 
AND PREPARED IAW SOLICITATION 
INSTRUCTIONS

PROPOSAL 
ADEQUACY 
CHECKLIST



GREEN TEAM 
REVIEW

• SENIOR MANAGEMENT REVIEW OF 
BUSINESS CASE 

• INCLUDES DETAILED REVIEW OF 
PROPOSED COSTS AND PRICING

• RISK ANALYSIS  

• POTENTIAL PROFIT OR FEE



PRICING 
STRATEGY -
FFP

• SELECTION BASED ON PRICE ANALYSIS WHERE ADEQUATE 
PRICE COMPETITION EXISTS.

• NO-BID IF COST TO EXECUTE EXCEEDS PRICE TO WIN

• CONSIDER COST AND SCHEDULE RISKS – YOU ARE 
RESPONSIBLE
• DO NOT INCLUDE LUMP-SUM CONTINGENCIES
• FACTOR RISK AND UNCERTAINTY INTO ESTIMATES OF LABOR, 

MATERIALS, AND DURATIONS

• OFFERED PRICE = COST TO EXECUTE + ASSUMED PROFIT

• COST TO EXECUTE WILL BE CLOSE TO THE 80% CONFIDENCE 
VALUE 

• MAY REQUIRE SUBMISSION OF DATA OTHER THAN CERTIFIED 
COST OR PRICING DATA, AS DEFINED IN FAR 2.101,  FROM 
THE OFFEROR TO THE EXTENT NECESSARY TO DETERMINE A 
FAIR AND REASONABLE PRICE 



“FFP” STRATEGY

1. THE INITIAL ESTIMATE OF $424,000 IS OUTSIDE THE RISK 
ADJUSTED RESULTS.  IF YOU WERE TO USE THAT ESTIMATE 
YOU WOULD ALMOST CERTAINLY BE WRONG.

2. RISK AND UNCERTAINTY ADD ON AVERAGE $100,000 OR 
NEARLY 25% TO THE ESTIMATE.

3. DEPENDING ON YOUR COMPETITION, YOU SHOULD BE 
LOOKING AT TOTAL PROJECT COSTS (LESS PROFIT) 
BETWEEN 

1. P(50) = $528,000 AND 

2. P(80) = $548,000

4. SUGGEST A PRICE OF 548,000 (COST) + 82,200 (PROFIT) = 
$630,200 

5. THAT VALUE CAN BE ADJUSTED BASED ON ‘PRICE TO WIN’ 
BUT INVOLVES TRADING PERFORMANCE RISK TO OFFSET 
COMPETITION RISKS … IT’S A BUSINESS DECISION!

6. IF YOU ACCEPT A FFP CONTRACT FOR LESS THAN P(50) + 
PROFIT ($607,200) YOU ARE AT RISK OF LOOSING $$$

1

2

Note: The above simulation includes uncertainty (3- point estimates of each 
value) and the estimated impact of likely risks added to to the project’s 
‘deterministic’ value from a summation of the ‘most likely’ estimates.



PRICING 
STRATEGY –
COST PLUS 
FIXED FEE

• SELECTION BASED ON PRICE ANALYSIS WHERE ADEQUATE PRICE COMPETITION 
EXISTS.

• OFFERED PRICE = TOTAL COST + FIXED FEE

• THE TOTAL COST …  OF A CONTRACT IS THE SUM OF THE DIRECT AND INDIRECT 
COSTS ALLOCABLE TO THE CONTRACT, INCURRED OR TO BE INCURRED … LESS 
ANY ALLOCABLE CREDITS. IN ASCERTAINING WHAT CONSTITUTES A COST, ANY 
GENERALLY ACCEPTED METHOD OF DETERMINING OR ESTIMATING COSTS THAT IS 
EQUITABLE AND IS CONSISTENTLY APPLIED MAY BE USED.

• IF PRICE ANALYSIS IS NOT SUFFICIENT, THE COST ESTIMATES OF THE OFFEROR 
AND THE GOVERNMENT PROVIDE THE BASES FOR NEGOTIATING CONTRACT 
PRICING ARRANGEMENTS

• MAY REQUIRE SUBMISSION OF C&P DATA FROM THE OFFEROR TO THE EXTENT 
NECESSARY TO DETERMINE A FAIR AND REASONABLE PRICE … 

• RISKS (CONTINGENCIES) SHOULD BE ADDRESSED PER FAR PART 31.205-7 
• THOSE THAT MAY ARISE FROM PRESENTLY KNOWN AND EXISTING CONDITIONS, THE 

EFFECTS OF WHICH ARE FORESEEABLE WITHIN REASONABLE LIMITS OF ACCURACY; 
(ALLOWED)

• THOSE THAT MAY ARISE FROM PRESENTLY KNOWN OR UNKNOWN CONDITIONS, THE 
EFFECT OF WHICH CANNOT BE MEASURED SO PRECISELY AS TO PROVIDE EQUITABLE 
RESULTS TO THE CONTRACTOR AND TO THE GOVERNMENT; (NOT ALLOWED)



WEIGHTED GUIDELINES 
APPROACH

• FREQUENTLY USED (ESPECIALLY BY DOD) 
TO ESTABLISH GOVERNMENT 
NEGOTIATING POSITION

• PROVIDES ANALYSIS OF PROPOSED 
TOTAL COST AND FEE USING 
NUMERICAL APPROACH

• COSTS ARE AS PROPOSED (ITEMS 13 -
19) AND MAY BE SUPPORTED BY C&P 
DATA

• PROFIT (OR FEE) IS CALCULATED BASED 
ON FACTORS IN ITEMS 21 - 30



REVIEW AND APPROVE



GOLD TEAM REVIEW

• FINAL REVIEW OF PROPOSAL (COST AND TECHNICAL)

• SETTING OF OFFERED PRICE (BUSINESS DECISION)

• PROVIDES AUTHORITY TO SUBMIT 

• RESPONSIBLE OFFICIAL SIGNS AND DATES PROPOSAL IN 
THE NAME OF THE COMPANY



WHITE GLOVE REVIEW

• FINAL REVIEW OF ALL PROPOSAL MATERIALS FOR QUALITY 
AND SUBMITTAL REQUIREMENTS

• SEND IT!!!



AFTER SUBMITTAL ACTIONS

• LESSONS LEARNED SESSION I.E. “POSTMORTEM”

• QUESTIONS AND ANSWERS WITH GOVERNMENT

• DISCUSSIONS (IF APPLICABLE)

• FINAL PROPOSAL REVISION (IF APPLICABLE)

• AWARD ACTIVITIES



QUESTIONS


