
Cost and Price Analysis

(It Isn’t That Hard!)
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Agenda

 Requirements for cost or price analysis

 Purpose of the evaluations

 Independent Cost Estimates (ICE)

 Price analysis

 Cost analysis

Information herein is presented for 

information  purposes only and is not 

intended as legal advice on any 

matter
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Where Does This Come From?

 2 CFR Part 200 – the “super circular”

 Section 200.324 (a)

 “The non-Federal entity must perform a cost or price analysis in connection 

with every procurement action in excess of the Simplified Acquisition 

Threshold including contract modifications. The method and degree of 

analysis is dependent on the facts surrounding the particular procurement

situation, but as a starting point, the non-Federal entity must make 

independent estimates before receiving bids or proposals.”
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Where Does This Come From?

 Which rule do we follow?

 “Please note that FTA Circular 4220.1F has not been updated to incorporate the 

provisions of the Uniform Administrative Requirements, 2 CFR Part 200. Until that 

update is issued, when there is a conflict between guidance contained in 

Circular 4220.1F and the Uniform Administrative Requirements, the Uniform 

Administrative Requirements supersede FTA C. 4220.1F.”

 FTA Contractors Manual Fiscal Year 2022, Chapter 9

 But… $250,000 is a lot of money!
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Why Do We Want To Do This?

 If we don’t have an ICE, how do we know we got a fair and reasonable 

price?

 Good stewards of public funds

 Equate it to real life

 Buying a car?

 Buying a loaf of bread?

 Both acknowledge the “method and degree of analysis is dependent” on 

circumstances
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Independent Cost Estimates (ICE)

 What should it cost?

 Figure it out “before receiving bids or proposals”

 The tools are the same ones we will use for our price or cost evaluation 

later
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Independent Cost Estimates (ICE)

 What should we look for in estimating or evaluating price?

 Single number

 Use this method whenever you can!
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Independent Cost Estimates (ICE)

 Catalog pricing

 We can check Apple, Verizon, AT&T, etc.

 On-line pricing – the modern ‘catalog’
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Independent Cost Estimates (ICE)

 Market pricing

 When pricing isn’t generally 

advertised

 Survey multiple sources to 

determine what the ‘market’ 

demands
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Independent Cost Estimates (ICE)

 Experience – historical pricing

 Yours or another agency’s is fine

 But… temper your expectations by looking at what may have changed the fair 

and reasonable price
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Independent Cost Estimates (ICE)

 What might alter pricing?

 Time
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$26.95

$8.70
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Independent Cost Estimates (ICE)

 What might alter pricing?

 Time

 Economic circumstances

 Volume

 Grade 

 Delivery

 The local market
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Now What?

 We have our ICE

 We receive our bids or proposals

 Let’s do that price analysis – if we can…
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Price Analysis

 Always the first choice!

 FTA C. 4220.1F – “If the recipient determines that competition was adequate, a 

price analysis, rather than a cost analysis, is required to determine the 

reasonableness of the proposed contract price”

 Is the price consistent with our ICE?

 How does it compare to the other bids or proposals?

 Does it fit with that catalog, market, and historical pricing?
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But Sometimes…

 FTA C. 4220.1F 

 “The recipient must obtain a cost analysis when a price analysis will not provide 

sufficient information to determine the reasonableness of the contract cost.  The 

recipient must obtain a cost analysis when the offeror submits elements (that is, 

labor hours, overhead, materials, and so forth) of the estimated cost, (such as 

professional consulting and A&E contracts, and so forth). The recipient is also 

expected to obtain a cost analysis when price competition is inadequate, when 

only a sole source is available, even if the procurement is a contract 

modification, or in the event of a change order.“
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Cost Analysis

 When we have…

 Insufficient information – unique circumstances

 Cost reimbursement contracts, including A&E

 Sole source contracts

 Modifications and change orders
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Elements of Cost Analysis

Direct Costs

Labor

Materials

Indirect Costs

Overhead

G&A

Profit

(On direct and 
indirect costs)

Total Cost



RLL LLC

Direct Costs - Labor

 Wage determinations

 Federal – https://SAM.GOV

 Davis-Bacon Act – public works/construction

 Service Contract Act - services

 California - https://www.dir.ca.gov/oprl/dprewagedetermination.htm

 Professional -

https://sam.gov/
https://www.dir.ca.gov/oprl/dprewagedetermination.htm
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 OCCUPATION CODE - TITLE   RATE

 01000 - Administrative Support And Clerical Occupations

 01011 - Accounting Clerk I 21.81

 01012 - Accounting Clerk II 24.50

 01013 - Accounting Clerk III 27.40

 01020 - Administrative Assistant 33.07
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 ALL OCCUPATIONS LISTED ABOVE RECEIVE THE FOLLOWING BENEFITS: 

 HEALTH & WELFARE: $4.80 per hour up to 40 hours per week or $192.00 per 

week or $832.00 per month

 HEALTH & WELFARE EO 13706: $4.41 per hour up to 40 hours per week or 

$176.40 per week or $764.40 per month* [paid sick leave]

 VACATION: 1 week paid vacation after 6 months of service with a 

contractor or successor; 2 weeks after 1 year 3 weeks after 5 years and 4 

weeks…

 HOLIDAYS: A minimum of twelve paid holidays per year…



RLL LLC



RLL LLC

Rates          Fringes

BRICKLAYER  

AREA 1......................$ 47.24            22.13

AREA 2......................$ 49.78            27.34

SPECIALTY PAY:  

(A)  Underground work such as tunnel work, sewer work, manholes, catch 

basins, sewer pipes and telephone conduit shall be paid  $1.25 per hour 

above the regular rate.  Work in direct contact with raw sewage shall 

receive $1.25 per hour in addition to the above.

(B)  Operating a saw or grinder shall receive $1.25 per hour above the 

regular rate.
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Professional Rates

 https://buy.gsa.gov/pricing/

https://buy.gsa.gov/pricing/
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So I Have These Rates…

 Do I have the proper labor categories?

 Engineer with 5-10 years and a BA = $127

 Senior engineer, same years and education = $134

 Principal engineer, same years and education = $156

 How many hours of each category do I need?

 This is where we need help

 In house resources?

 Consultant?
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Direct Costs – Materials, Other Direct Costs

 Pricing tools

 RS Means for construction

 Engineer or architect estimates

 Price analysis tools for other materials

 Other direct costs

 Equipment rentals

 Travel – GSA per diem rates

 https://www.gsa.gov/travel/plan-book/per-diem-rates

 Subcontractors or subconsultants

https://www.gsa.gov/travel/plan-book/per-diem-rates


RLL LLC

Elements of Cost Analysis

Direct Costs
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Indirect Costs

Overhead
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Profit
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Indirect Costs

 Overhead and/or G&A

 Audited rates

 2 CFR 200, Subpart E

 FAR Part 31

 What is the difference between overhead and G&A?

 Overhead allocation

 Labor hours – for labor-related costs like health insurance

 Material costs – for material costs like loading doc costs, shop stock
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Elements of Cost Analysis
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Indirect Costs
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Profit

 FTA C. 4220.1F 

 “FTA expects the recipient to negotiate profit as a separate element of the cost 

for each contract in which there has been no price competition, and in all 

acquisitions in which the recipient performs or acquires a cost analysis. To 

establish a fair and reasonable profit, the recipient needs to consider the 

complexity of the work to be performed, the risk undertaken by the contractor, 

the contractor’s investment, the amount of subcontracting, the quality of the 

contractor’s record of past performance, and industry profit rates in the 

surrounding geographical area for similar work”
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Profit

 Risk – firm pricing is risky, cost reimbursement is not

 Complexity – acquiring and converting materials v. an Ikea kit

 Magnitude – small jobs merit higher profit

 Performance period – accelerated delivery merits higher profit

 Investment – capital for mobilization, tooling, facilities, equipment

 Authority assistance – agency support and supervision lowers risk

 Subcontracting – the more subbed out, the lower the profit ought to be

 WMATA procurement procedures online at 
https://www.wmata.com/business/procurement/upload/WMATA-
Procurement-Procedures-Manual-2017-Version-7-9-2.pdf

https://www.wmata.com/business/procurement/upload/WMATA-Procurement-Procedures-Manual-2017-Version-7-9-2.pdf
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FTA Guidance

 “FTA recognizes that some recipients may have difficulty obtaining the 

information necessary to conduct a proper cost or price analysis. Although 

neither FTA nor DOT may change the Common Grant Rules’ requirements 

for cost or price analysis, FTA continues to seek a fair, practical solution to 

this problem consistent with the flexibility provided to Federal contracting 

officers under the FAR”

 Cost analysis is sometimes as much art as science

 Estimates from experience

 Assumptions and indicators

 Most evident in change orders… 
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Change Orders and Contract Modifications

 Always treated like a sole source procurement for FTA purposes

 “The recipient must obtain a cost analysis when a price analysis will not provide 

sufficient information to determine the reasonableness of the contract cost.  The 

recipient must obtain a cost analysis when the offeror submits elements (that is, 

labor hours, overhead, materials, and so forth) of the estimated cost, (such as 

professional consulting and A&E contracts, and so forth). The recipient is also 

expected to obtain a cost analysis when price competition is inadequate, when 

only a sole source is available, even if the procurement is a contract 

modification, or in the event of a change order.“
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Change Orders and Contract Modifications

 Accounting for the change

 What would it have cost the contractor originally?

 What will it cost the contractor as changed?

 Account for savings as well as additional costs
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Change Order Example

 Construction changes

 Ready to install door

 Change position
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Change Order Example

 What were my adds?

 Taking away some wallboard

 Filling in the doorway with studs

 Creating the door framing

 Adding new wallboard

 Adding the new door

 What was my subtraction?

 Deleting the old door
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Change Order Example

 Labor 

 How many additional hours?

 What skill level?

 Supervision?

 Materials

 Add lumber and wallboard

 Add new door

 Subtract old door
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Change Order Example

 Overhead

 On labor

 On materials – with additions and deletion
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Change Order Example

Direct Costs

Labor

Materials

Indirect Costs

Overhead

G&A

Profit

(On direct and 
indirect costs)

Total Cost
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Change Order Example - Profit

 Risk – not much here

 Complexity – moderate

 Magnitude – small 

 Performance period – fit into the schedule

 Investment – materials purchase

 Authority assistance – none

 Subcontracting – is it the prime or sub?



RLL LLC

Economic Changes

 Contractor requests a price increase due to unexpected inflation

 Contract incudes a provision for re-pricing

 Contract includes a force majeure clause that allows economic adjustment

 Contract is silent on re-pricing
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Economic Changes

 FTA guidance – “FTA has received inquiries about whether FTA recipients 

are permitted to adjust existing contracts to address recent price 

increases.  All recipients should take every reasonable measure to control 

costs and be good stewards of Federal dollars wherever possible. The 

applicable Federal requirements on adjusting existing contracts are 

contained in the OMB Uniform Guidance (codified at 2 CFR Part 200), 

which is the Federal regulation establishing uniform administrative 

requirements, cost principles, and audit requirements for Federal grant 

awards.  In certain circumstances, the OMB Uniform Guidance permits the 

parties to an existing federally-funded contract to modify the contract for 

several reasons, including price adjustments.”
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Economic Changes

 FTA guidance – cites 2 CFR 200.318(k)

 “The non-Federal entity alone must be responsible, in accordance with good 

administrative practice and sound business judgment, for the settlement of all 

contractual and administrative issues arising out of procurements. These issues 

include, but are not limited to, source evaluation, protests, disputes, and claims. 

These standards do not relieve the non-Federal entity of any contractual 

responsibilities under its contracts. The Federal awarding agency will not 

substitute its judgment for that of the non-Federal entity unless the matter is 

primarily a Federal concern.”
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Economic Changes

 FTA has allowed grantees to exercise discretion in responding to hyper-

inflation

 Sub-grantees must work with the FTA grantee – typically, the states

 Assuming the state agency is amenable…
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Economic Changes

 Wage increases

 Requested increase

 Payroll taxes – FICA, CA state unemployment

 Fringe benefits – health coverage, holidays, sick days, vacation, 401k

 Workers’ comp

 Other aspects of overhead/G&A

 Profit
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Economic Changes

 Is it reasonable?

 Competitive market

 Bureau of Labor Statistics
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Economic Changes

 Is it reasonable?

 Federal Open Market Committee

 Historical inflation expectation

 ‘Personal Consumption Expenditures’
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Economic Changes

 The most prevalent economic change throughout the industry has been 

small bus pricing!

 State DOTs have allowed increases at and exceeding 50%!

 Joe Meer of Morongo Basin Transit Authority leads the joint procurement for 

CalACT
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