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Memorandum   Western Federal Lands Highway Division   610 E. Fifth Street   Vancouver, WA  98661 - 3801  


PAGE  

	SUBJECT
	Prenegotiation and Price Negotiation Memorandum

Project Name:

Project No.:

Contract No.: DTFH70XXCXXXXX

Temporary Contract Modification No: XXXX
	 In Reply Refer to:  HFL-17

	DATE:
	Month X, 20XX
	

	FROM:
	Name, Project Engineer 
	

	TO:
	Name, Contracting Officer 


	


Description of Modification

Brief summary of what the contract modification entails.

Background

What brought about the modification and how did the modification evolve (from Inception through the point when you requested a proposal from the contractor).

IGE Amount (Price and Time)

Insert a summary table of all items shown in the IGE and the sum of all the IGE items.  Also show the number of days estimated in the IGE.  Reference the IGE by date.

Contractor’s Proposed Price and Time

Summarize the contractor’s proposal.  Keep it short and simple.
Proposed Total Price and Time -OR- Negotiation Objective

If you intend to negotiate, title this section “Negotiation Objective.”   If Negotiations are not required, title this section “Proposed Total Price and Time.”
In either case, identify the desired price (for each item) and time outcome.  List items individually and show the total.  You can use a table for this. 
Justification

Explain why the desired outcome is fair and reasonable.  You determined your original fair and reasonable price by doing the IGE.  Now you need to justify why the revised price is fair and reasonable. 

The justification needs to have substance, rationale, and details sufficient to explain to a third party how the overall reasonableness of the proposed prices were determined and how the objective represents a fair and reasonable amount. 

THIS IS A VERY IMPORTANT PART OF THE NEGOTIATION MEMORANDUM!

Contracting Officer’s Approval

Include the following statement if negotiations are not required: 
The proposed total price was reviewed and approved by [insert CO name] on [insert date]. 

Include the following statement if negotiations are required: 

The negotiation objective was reviewed and approved by [insert CO name] on [insert date]. 

In addition, the CO may give you a dollar range for negotiations.  For example, if the Contractor’s proposal is $10,000 and your negotiation objective is $6,000, the CO may set your negotiation limit at $7,000 to allow for consideration of new information, etc. during negotiations. 

INCLUDE A LINE FOR THE CO TO INITIAL THE STATEMENT. (The CO will sign this part when they receive the full package containing the modification signed by the contractor.)

	
	
	

	Name, Contracting Officer
	
	Date


Modifications exceeding $700,000 aggregate value

If the contract modification will exceed $700,000 in aggregate value, Certified Cost or Pricing Data is required, if there is no exception.  If there is an exception, explain the exception used and the basis for using it (see 10.6.8 of the Construction Manual).  If Cost of Pricing Data was required for the modification, contact you COE to determine what additional documentation is required for the negotiation memorandum.

Negotiation Details

Complete this section of the memo as each negotiation session is planned and performed.

Include a brief description of the purpose of the negotiation and the date.  List the name, position, and organization of each person representing the contractor and the government.

If your negotiation objective increased beyond what was approved earlier, include a statement that you discussed the increase with the appropriate CO (include the date).  Include a line for the CO to initial the change.  Also include what was discussed during negotiations, what were the differences that you addressed, what were the agreements and concessions, what were the final prices, how did you arrive at the final prices, and will contract time be extended.

You also need to describe why the final price is fair and reasonable.  This section is very important.  It should document the details of all of your discussions/negotiations regarding the modification.  For simple modifications, it may span a short time period, but for complicated ones, it may document months of negotiations.

Unresolved Issues

List any unresolved issues and explain any plans to resolve them.  Also, if anything will be excluded from the modification release language, explain that in this section as well.

Contracting Officer’s Approval

IF NEGOTIATIONS WERE NOT HELD, INCLUDE THE FOLLOWING STATEMENT:
The total price of this modification is $X.XX.  Documentation of fair and reasonable pricing is provided above in “Justification”. 

This modification does not change the contract fixed completion date.

                                       OR
	 This modification changes the contract fixed completion date to:
	


Concurrence:

	
	
	

	Name, Contracting Officer
	
	Date


Approved:

	
	
	

	Name, Contracting Officer
	
	Date


Temporary Contract Modification number XXXX (ALPHA CHARACTER) is now Contract Modification Number XXXX (SEQUENCIAL NUMBER PROVIDED BY FINAL REVIEW).
IF NEGOTIATIONS WERE HELD, INCLUDE THE FOLLOWING STATEMENT:
The total price of this modification is $XX,XXX.XX. 

This modification does not change the contract fixed completion date.

                                       OR
	 This modification changes the contract fixed completion date to:
	


Concurrence:

	
	
	

	Name, Contracting Officer
	
	Date


Approved:

	
	
	

	Name, Contracting Officer
	
	Date


Temporary Contract Modification number XXXX (ALPHA CHARACTER) is now Contract Modification Number XXXX (SEQUENCIAL NUMBER PROVIDED BY FINAL REVIEW).
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