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. DISCLAIMER

This presentation is for informational purposes only. The
views and opinions expressed here are those of the

presenters and do not necessarily reflect the position of
NCMA.
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ACGESSING RESOURCES

A NCMA [ Live Virtual Trainings B Self Paced Virtual Trainings W Training Bundles Q@ Search @ Test @

. o
Self Paced Virtual Trainings »
C

Overview Resources

Thu 12:00 PM EDT @

Audio Options:
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. CMBOK® COMPETENCIES

CMBOK 7t Edition

¢ 3.1 Price or Cost Analysis

BODY OF
KNOWLEDGE

THEDITION

¢ 3.2 Plan Negotiations

Order Today!

@&NCMA www.ncmahq.org/bookstore
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http://www.ncmahq.org/bookstore

PRESENTER

Jessica Johnson
CFCM, CPCM, Fellow

CMLDP Class of 2012
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LEARNING OBJECTIVES

Understand the purpose of the weighted guidelines
method and when it is used

Gain working knowledge of how to complete the
weighted guidelines worksheet using scenario
Inputs

Gather techniques to use technical, risk, and other
program data factors to support target profit/fee




. AGENDA

Familiarity Check

Definition & Purpose of Weighted Guidelines

Required & Suggested Use; Scenario Planning (Ballpark Fee)

Completing the Weighted Guidelines Worksheet

Elements: Performance Risk, Contract Type Risk, and Cost Efficiency

Reflections - Calculated Fee vs Ballpark Fee

Questions
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Poll #1 - What is your comfort level with using

weighted guidelines (WGL)?

a) This is the first time I've heard of weighted guidelines.
b) | am not very comfortable using weighted guidelines.
c) Comfortable, but | would like some tips/guidance.

)
d) I'm an expert!
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REFORT COHTROL
RECORD OF WEIGHTED GUIDELINEE APPLICATION SYMEOL

1. REFORT NOJ 2. EASIC PROCUREMENT INESTRUMERNT IDEMNTIFICATION RO, .IS- EPIN 4. OATE OF ACTIO
. FURCHASING OFFICE L.FY  |s TYFEFROCINGT CODE T FEER . YERE L. HOHTH

5 COMTRACTIMG OFFICE CODE

ITEH COST CATEGORY SRIECTIVE
& MAME OF CONTRACTOR 13, | MATERIAL

4. |EUBCOMTRACTE
T. DUMNE NUMEER &, FEDERAL ZUPPLYT 15, DIRECT LABOR

16, | INDIRECT EXPENZES
3. 000 CLAIMANT PROGRAM 10, CONTRACTTYPEC|] 1T OTHER DIRECT CHARGES
153, | ZEUBTOTAL COETE  feFsdew X 0

12. U2E CODE 13. | GEMERAL AND ADMINIZTRAT
1. TTPE EFFOR
20, |TOTALCOSTSE fiF - 257 10
WEIGHTED GUIDELINES PROFIT FACTORS |
ITEH COHTEACTOR RISK FACTORS MESIGHEDWEIGHTING | ASSIGHED YALUE BASE Siem SiT) | FROFIT 0RJECTIVE

21, |TECHMICAL

22, | MANAGERMENT /COET COMNTROL

23, | PERFORMARNCE RISK [CORMPOETE) to #WALLE!
243 | CONTRACT TVPE RIEK [based on incurred cast] i A i,

24b| CONTRACT TYWPE RIZK [bazed on Government cskimate f0

2d4c | CONTRACT TWPE RISK - TOTAL [Line 242 + 24b] t0 t0
CO5TS FIHRHCED LEHGTHFRCTOR INTEREST RATE

25, [ WORKING CAPITAL

COHTRACTOR FACILITIES CAFITAL FIHAHCED ASSIGHED YALUE AHOUHT EHFLOYED
ZE. [LAND
27, | EUILDINGS
=5, | EGLIFMENT 3 -
23, | CoST EFFICIENCY FACTOR e phct i “if;" il -
=0, TOTAL PROFIT OBJECTIVE [Lisc 23 + 24< +25+ 28 + 23)
NEGOTIATED SUMMARY [
FEOFOSED GRJECTIVE HEGOTIATED

31 |TOTAL COETE Incamplate f0
52, |FACILITIES CAPTAL COST OF MONET (50 Form 554 Incomplete £0
33 |PROFIT Incomplete
54 [ TOTAL PRICE giie 57 e 52 » 507 Incomplats 30 30
35, |MARKUF BATE [l 5 » 55 cbidod &5 507 Incomplete 0.000% 0.000%

FONTRACTING OFFICER APPROVAL
36T TPECIPRINTED MAME OF | 37 SIGNATURE OF CONTRACTING 58, TELEPHONE HO. 33.0ATE

COMTRACT-ING OFFICER aw;

@ N C M A . . OFTIONAL U_SE

NATIONAL CONTRACT MANAGEMENT ASSOCIATION



https://www.dau.edu/tools/dd-form-1547-weighted-guidelines-tool
https://www.dau.edu/tools/dd-form-1547-weighted-guidelines-tool

. WHAT IS THE WEIGHTED GUIDELINES METHOD?

AKA WGL; DoD uses DD Form 1547

Reference: DEARS 215.404-71 Weighted guidelines method

The weighted guidelines method focuses on four profit factors:

e Performance risk;
e Contract type risk;
* Facilities capital employed; and

e Cost efficiency.

AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
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https://www.dau.edu/tools/dd-form-1547-weighted-guidelines-tool
https://www.acquisition.gov/dfars/215.404-71-weighted-guidelines-method.

WHEN IS THE USE OF WGL REQUIRED?

Used primarily by government contracting officers (KOs)

e Department of Defense (DOD)
® Department of Energy (DOE)

Required when cost analysis is performed:

e Absence of adequate price competition

e Certified cost or pricing data is required

However, MAY ALSO be used by KOs even when cost analysis is not
required

e EXCEPT for Cost Plus Award Fee (CPAF) contracts
e Reference: CFR 216.405-2, Cost-plus-award-fee contracts

AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
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https://www.law.cornell.edu/cfr/text/48/216.405-2

EVERYONE SHOULD USE WGL.

DTS Contractors: Speak the same language as your KO!

Iﬁ Rely on data, not company or agency-prescribed fee/profit
targets.

Negotiate individual WGL fee/profit levers, vs a strategy of
“meeting in the middle”

AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
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L

Is this a standard, run-of-
the-mill procurement?

MMMMMMMMMMMMMMMMMMMMMMMMMMMMMMMMM

1S THIS NORMAL?

Vo

Is there anything unusual
or special?

What about the current
environment?

13



Poll #2 - Type into the chat

What are we buying and selling today?

1. What is the product or service? Can be real or fictional!
2. What’s the contract |ength? 12 months? 36 months? 60 months?

3. What's the contract type? FrFp? T&M? CPFF?

MMMMMMMMMMMMMMMMMMMMMMMMMMMMMMMMM
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STATUTORY PROFIT LIMITATIONS

Experimental, developmental, research

Architect-engineer services

All other CPFF contracts

Reference: FAR15.404-4 Profit / 48 CFR § 15.404-4 - Profit

AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
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https://www.acquisition.gov/far/15.404-4
https://www.law.cornell.edu/cfr/text/48/15.404-4

Poll #3 - Type into the chat

What is a reasonable profit
margin’?
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l IT'S TIME FOR THE DD 1547

The DD Form 1547

* Provides a vehicle for performing the analysis
necessary to develop a profit objective; and

e Provides a format for summarizing profit
amounts subsequently negotiated as part of the
contract price.

Reference: PGl 253.215-70 DD Form 1547,Record of Weighted Guidelines Application

@GNCMA .
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https://www.acquisition.gov/dfarspgi/pgi-253.215-70-dd-form-1547record-weighted-guidelines-application.

HEADER INFORMATION

REPORT CONTROL
RECORD OF WEIGHTED GUIDELINES APPLICATION SYMBOL

1.REPORTNO. |2. BASIC PROCUREMENT INSTRUMENT IDENTIFICATION NO. 3. SPIN 4. DATE OF ACTION
a PURCHASING OFFICE b FY  |c TYPE PROC INST CODE d_ PRISN a YEAR b. MONTH

9. CONTRACTING OFFICE CODE
COST CATEGORY OBJECTIVE

6. NAME OF CONTRACTOR . |MATERIAL

SUBCONTRACTS

7. DUNS NUMBER 8. FEDERAL SUPPLY CODE . |DIRECT LABOR

INDIRECT EXPENSES

9. DOD CLAIMANT PROGRAM 10. CONTRACT TYPE CODE . |OTHER DIRECT CHARGES

SUBTOTAL COSTS (13 thru 17)

12. USE CODE . |GENERAL AND ADMINISTRATIVE
~ |ToTALCOSTS (18 + 19)

11. TYPE EFFORT




HEADER INFORMATION

REPORT CONTROL
RECORD OF WEIGHTED GUIDELINES APPLICATION SYMBOL

S
1.REPORTNO. | |2. BASIC PROCUREMENT INSTRUMENT IDENTIFICATION NO. 3. SPIN 4 DATE OF ACTION
T e o e

This part of the form is only
used by the contracting office.




COST INPUTS

RECORD OF WEIGHTED GUIDELINES APPLICATION

REPORT CONTROL

SYMBOL

1.REPORTNO. |2, BASIC PROCUREMENT INSTRUMENT IDENTIFICATION NO.

3. SPIN

a. PURCHASING OFFICE b.FY c. TYPE PROC INST CODE

d. PRISN

4. DATE OF ACTION

a. YEAR

b. MONTH

5. CONTRACTING OFFICE CODE

COST CATEGORY

OBJECTIVE

6. NAME OF CONTRACTOR

MATERIAL

SUBCONTRACTS

7. DUNS NUMBER

8. FEDERAL SUPPLY CODE

DIRECT LABOR

INDIRECT EXPENSES

9. DOD CLAIMANT PROGRAM

10. CONTRACT TYPE CODE

OTHER DIRECT CHARGES

SUBTOTAL COSTS (13 thru 17)

11. TYPE EFFORT

12. USE CODE

GENERAL AND ADMINISTRATIVE

TOTAL COSTS (18 + 19)




COST INPUTS

Materials
Subcontracts

Direct Labor

Indirect Expenses
Other Direct Charges

General & Administrative

AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

ITEM

COST CATEGORY

OBJECTIVE

13.

MATERIAL

14.

SUBCONTRACTS

19.

DIRECT LABOR

16.

INDIRECT EXPENSES

17.

OTHER DIRECT CHARGES

18.

SUBTOTAL COSTS (13 thru 17)

$0

19.

GENERAL AND ADMINISTRATIVE

20.

TOTAL COSTS (718 + 19)

$0
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l PROFIT FACTORS

215.404-71-1 General

(a) The weighted guidelines method focuses on four profit factors—
(1) Performance risk;
(2) Contract type risk;
(3) Facilities capital employed; and

(4) Cost efficiency.

AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
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https://www.acquisition.gov/dfars/215.404-71-1-general

KNOW YOUR PROJECT

Q Do you understand the Statement of Work
(SOW)/Performance Work Statement (PWS)?

@ s the work particularly complex, or standard?

$ You must know the project in order to defend the proposed
fee (contractor) or target fee (customer).

AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
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PERFORMANCE RISK FACTORS

* Box 12 - Technology Incentive or Standard?

* Box 21 - Technical Weighting
* Box 22 - Mgmt/Cost Control Weighting
* Box 23 - Performance Risk - Calculated

e e
12. USE CODE 19.  |GENERAL AND

11. TYPE EFFORT -
TOTAL COSTS
WEIGHTED GUIDELINES PROFIT FACTORS

22. [MANAGEMENT/COST CONTROL ]
3. |PERFORMANCE RISK (COMPOSITE)




. PERFORMANCGE RISK FACTORS

Split 100% between the factors...Where does the risk lie?

3) Assign the weight (a percentage, 0 to 100) TECHNICAL, vs. MGT/COST CONTROL, plays in total performance risk? |Technica|
WEIGHTED GUIDELINES PROFIT FACTORS

TEM CONTRACTOR RISK FACTORS ASSIGNED WEIGHTING ASSIGNED VALUE

BASE (fftem 20) PROFIT OBJECTIVE
21 TECHNICAL

22. MANAGEMENT/COST CONTROL
23. PERFORMANCE RISK (COMPQOSITE)

. Normal Value Dere;gnna;ced
e Technical g

Standard 3%-7%
* Management/Cost Control

Technology 9% 7% - 11%
Incentive

AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
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. TECHNOLOGY INCENTIVE

What are examples of above normal conditions?

* Stringent specifications! Warranty provisions!

* Highly skilled personnel! Reasonably difficult!

* State-of-the-art machinery! « Complex, large-scale integration!

« Exacting standards! Major international activities!

* Independent development and It's just difficult
investment!

 Accelerated delivery schedule!

AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA



CONTRACT TYPE RISK

B R B
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. CONTRACT TYPE RISK

Low Risk — High Risk
Cost Plus Fixed Fee Firm Fixed Price, Firm Fixed Price, No
(CPFF) Progress Payments Financing

Normal Values

(0) (o) 0)
5% 3% 5%
3) What is the Contract Type? ‘ ~ JUST SELECT FROM PULL DOWN MENU)
ASSIGNED VALUE BASE PROFIT OBJECTIVE Low | Normal High
24da CONTRACT TYPE RISK (based on incurred cost) N/A N/A

24b CONTRACT TYPE RISK (based on Government estimate to complete)

24c CONTRACT TYPE RISK (totals, 24a + 24b)

Consider:

* Contract length

* Economic environment
@NCMA * Extent of subcontract activity
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CAPITAL

- Working Capital

- Facilities Capital Financed

- CONTRACTOR FACILITIES CAPITAL FINANCED ASSIGNED VALUE AMOUNT EMPLOYED

-

BUILDINGS




COST EFFICIENCY FACTOR

This special factor provides an incentive
for contractors to reduce costs.

CONTRACTOR FACILITIES CAPITAL FINANCED ASSIGNED VALUE AMOUNT EMPLOYED
e —

28. |[EQUIPMENT

ohSE (ltem 20)
. TOTAL PROFIT OBJECTIVE (Line23 +24c +25+28+29) |




. COST EFFICIENCY FACTOR

ASSIGNED VALUE BASE (Item 20)
29. |COST EFFICIENCY FACTOR $0

No normal value, but... 4% is the highest objective.

e Elimination of excess/idle facilities!

® Prior cost savings!
® Process improvements!

e Improved productivity!

What is being done or used which will result in cost efficiencies?

31




Poll #4 - Type into the chat

After going thru this exercise...

What do you believe is a
reasonable profit margin?

MMMMMMMMMMMMMMMMMMMMMMMMMMMMMMMMM



. CONVERSATIONS

. (5H\ernment

* Max, min, target

s |Ndustry

e Goal profit... based on what?
e \What minimum fee is supportable?

mmw Challenges in negotiating reasonable fee

AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
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REAL WORLD FEE NEGOTIATION

Weighted Guidelines in Action




RESOURCES

DAU Weighted Guidelines Tool

® https://www.dau.edu/tools/dd-form-1547-weighted-guidelines-
tool

DFARS 215.404-71

® https://www.acquisition.gov/dfars/215.404-71-weighted-

guidelines-method

AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
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https://www.dau.edu/tools/dd-form-1547-weighted-guidelines-tool
https://www.dau.edu/tools/dd-form-1547-weighted-guidelines-tool
https://www.acquisition.gov/dfars/215.404-71-weighted-guidelines-method
https://www.acquisition.gov/dfars/215.404-71-weighted-guidelines-method

QUESTION & ANSWER

Please type your questions in the Q&A box at

the bottom of your screen.

Jessica Johnson, CFCM, CPCM, Fellow

October 12, 2023

®
AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
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If you have any questions that didn't
get answered, please message us at
memberservices@ncmahg.org and we
will pass them along to our presenter.

®
AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

CONNECTING TO
CREATE WHAT'S NEXT


mailto:memberservices@ncmahq.org

SURVEY
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l LUNCHTIME VIRTUAL TRAINING SERIES 12-1:30 PM ET

10/19/23 Collaborative Contract Performance Management
10/26/23 Don’t FAR Over My Other Transaction Authority (OTA)
11/16/23 CPARS: Avoiding Pitfalls - Restoring Value
12/14/23 FAR/DFARS End of Year Review

AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

ncmahgq.org/livetraining
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UPCOMING TRAININGS

U.S. Federal Contracting Fundamentals

Whether you are new or seeking a refresher, this certificate will provide a solid foundation
and framework for understanding the context of all the requirements, forms, and systems to
navigate as well as insight into how the process really works!

e Live Virtual Training takes place over four consecutive days for 2.5 hours each day.
e Digital Badge for LinkedIn Profile

e Farn 10 CPE/CLP

e Next Course: October 16-19, 2023 from 2:00pm - 4:30pm ET

® | earn more at www.ncmahg.org/certificatecourse

AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
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http://www.ncmahq.org/certificatecourse

UPCOMING TRAININGS

Cost and Pricing Fundamentals

Gain a valuable, high-level overview of the unique complexities of developing price
proposals in the U.S. Federal contracting market.

Learn the basics of cost principles, fair and reasonable pricing, cost and pricing data, cost
and price analysis, related regulatory requirements and more.

e Live Virtual Training takes place over four consecutive days for 2.5 hours each day.
e Digital Badge for LinkedIn Profile

e Farn 10 CPE/CLP

e Next Course: December 4-7, 2023 from 2:00pm - 4:30pm ET

e Learn more at www.ncmahg.org/certificatecourse

AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
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http://www.ncmahq.org/certificatecourse

GOVERNMENT CONTRACT MANAGEMENT SYMPOSIUM

Register Now!
Early Bird Registration Ends October 3rd
GOVERNMENT
CONTRACT In-Person
MANAGEMENT Member: $925
SYMPOSIUM Non-Member: $1,125
o'l BETHESDA, MD Virtual
Member: $650
Non-Member: $800
Register Today!

www.ncmahgq.org/events

AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA


http://www.ncmahq.org/events

NOVEMBER 8 - ADDITIONAL TRAININGS

The Contract Lifecycle for A Pewerad Cortraet

Contracting Officer's

Representatives (CORs) Management & Procurement

e All-Day Training just for CORs! e Half-Day Hands-On Training
® 9am -4pm ® 9am - 12pm
* L unch and refreshments e Light refreshments provided

ided . —
provide 3 CPE §z

o /CPE

HYBRID In-Person

7 °
CONTRACT Register Today!
MANAGEMENT
= I www.ncmahq.org/events
ENCMA - ’ 43



http://www.ncmahq.org/events

BOOKSTORE

The NCMA online bookstore offers a variety of reference materials

for every step in your career journey!

- 2. @ Contract Management Body of Knowledge - 7th Edition
%
' Certified Federal Contract Manager Study Guide 4th Edition
Certified Federal

Contract Manager
T StudyGude Subcontract Management from A to Z-Second Edition

4™ EDITION

I < Desktop Guide to Contract Management Terms
o
* Desktop Guide to Key Contract Terms & Conditions

frad
iz N E M A Includes the Contract Management Standard™ @N CMA
) ~ 20:

CONTRACT MANAGEMENT

CMBOK®

www.ncmahq.org/bookstore
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. NCMA CERTIFICATIONS

Certification

Requirements

Bachelor's Degree

Work Experience

Hours of continuing
professional
education

Application Fee
Exam Fee

Exam Type

GNCMA

NATIONAL CONTRACT MANAGEMENT ASSOCIATION

CPCM ™

Certified Professional
Contract Manager®

Far bath government and commercial
contract managers. View the CRCM
Handbook at

wwrwinemahig.ongs CPCMiandbaook

Yes

=B years

=120 hours

3225 (members)
3425 (non-members)

$135
3160 for non-LLS. applicants

In-Persaon
Online Proctored Exam (OLF)

CFCM™

Certified Federal
Contract Manager™

Far professionals supporting federal
gevermmant initiatives, bassd on the
Fadaral Acquisition Regulation.

Yes

= 2 years

= 80 hours

$165 (members)
$365 (non-members)

3135
$160 for non-1.5. applicants

In-Person
Online Proctored Exam (OLP)

CCCM™

Certified Commercial
Contract Manager™

For commercial contract managers, based
o the Uniferm Commearcial Cada,

Yes

= 2years

= 80 hours

§165 (members)
5365 (non-members)

§135
5160 for non-L.S. applicants

In-Person
Onling Proctored Exam (OLF)

CCMA

Certified Contract
Management Associate

For entry-level canfract managemsnt
prafiessionals with demonstrated
praficiency in the knawbadge of the Confract
Manapement Standard™,

Yes OR

1year

=40 hours

$90 (members)
3295 (nan-members)

§135
$160 for non-L1.5. applicants

Ir-Person
Cnline Proctored Exam (OLF)

Learn more at www.ncmahgqg.org/certifications
FAQs at www.ncmahg.org/certfaq
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http://www.ncmahq.org/certifications
http://www.ncmahq.org/certfaq

CERTIFICATION ONLINE PREPARATORY COURSE (OPC)

Prepare for your CCMA Exam!

e Fully self-paced structure - learn on your own schedule
e Access anytime, on any device

e Farn 5 CPE/CLP hours

e 90-question practice exam included

® Learn more at www.ncmahgq.org/opc

AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
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http://www.ncmahq.org/opc

CERTIFICATION ONLINE PREPARATORY COURSES

Get ready for your CPCM™ and CFCM ™ Exams!

Self-Paced Instructor-Led

* Learn on your own schedule, ¢ 3 Short Months

nytime, on any device .
any ’ Y e Collaborate with your

instructor and classmates.
* Earn 25 CPE/CLP hours e Earn 45 CPE/CLP hours

e Access for 1 year

Spring Instructor-Led Course Begins in February

ncmahgqg.org/opc

AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
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. Thank you for attending
today’s virtual training.

®
AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
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