Selection Memorandum Format
The Selection Memorandum shall include the following information:
· description of the supplies or services to be subcontracted 

· identification of the type of subcontract to be used
· identification of the proposed subcontractor
· proposed subcontract price
· subcontractor’s current, complete, and accurate cost or pricing data and Certificate of Current Cost or Pricing Data, if required (over $500,000)

· subcontractor’s Disclosure Statement or Certificate relating to Cost Accounting Standards when such data, if required (over $500,000)

· negotiation discussion reflecting— 

· The principal elements of the subcontract price negotiations; 
· The most significant considerations controlling establishment of initial or revised prices; 
· The reason cost or pricing data were or were not required; 
· The extent, if any, to which the Contractor did not rely on the subcontractor’s cost or pricing data in determining the price objective and in negotiating the final price; 
· The extent to which it was recognized in the negotiation that the subcontractor’s cost or pricing data were not accurate, complete, or current; the action taken by the Contractor and the subcontractor; and the effect of any such defective data on the total price negotiated; 
· The reasons for any significant difference between the Contractor’s price objective and the price negotiated; and 
· A complete explanation of the incentive fee or profit plan when incentives are used. The explanation shall identify each critical performance element, management decisions used to quantify each incentive element, reasons for the incentives, and a summary of all trade-off possibilities considered. 
· determined a “responsible” subcontractor to include a summary of:

· adequate financial resources to perform the contract, or the ability to obtain them; 

· able to comply with the required or proposed delivery or performance schedule, taking into consideration all existing commercial and governmental business commitments; 

· a satisfactory performance record; 

· a satisfactory record of integrity and business ethics;

· necessary organization, experience, accounting and operational controls, and technical skills, or the ability to obtain them (including, as appropriate, such elements as production control procedures, property control systems, quality assurance measures, and safety programs applicable to materials to be produced or services to be performed by the prospective subcontractors);

·  necessary production, construction, and technical equipment and facilities, or the ability to obtain them; and 

· otherwise qualified and eligible to receive an award under applicable laws and regulations. 

Sample Subcontract Selection Memorandum Format

Reference:
Contract No. AAA-00-01-00001-00

Subject:
Subcontractor Selection Process – (Subcontractor name)

1. 


 offers the following justification supporting the award and selection of Subcontractor:

(i) Subcontractor will provide (describe sub’s role), as defined in the solicitation and described in X’s proposal and as further defined in the RfP #


 submitted with this request for Subcontractor approval.

(ii) X intends to enter into a cost plus fixed fee subcontract.  Though the procurement services industry has experienced and is still transitioning from a percent of procurement costs basis for determining a fee structure, the FAR allows only for media procurements to be procured under that methodology.  Regardless, X feels that a CPFF mechanism is the most appropriate mechanism given the nature of the procurements anticipated.

(iii) X intends to subcontract with (Subcontractor), a (size/type status) business, to (describe general support responsibilities) under the referenced contract.  

(iv) X intends to enter into a cost plus fixed fee (or other type) contract in the amount of approximately $9,999,999,999.

(v) This award will result from a competitive procurement and, therefore, no certified cost or pricing data is required.  However, as the contracting mechanism is cost based, X did require and reviewed cost detail as part of the proposal review process resulting in the collection of substantial cost information.

(vi) Neither Subcontractor nor this subcontracted activity require CAS coverage and therefore a Disclosure Statement or Certificate is not required.

(vii) A Negotiation Memorandum is attached.

Subcontractor Negotiation Memorandum for the (describe) Subcontract

(A) Principal elements of the subcontract price negotiation.

The principal elements of the price negotiation were the level of effort proposed, the mix of senior and support level staff, and the mix of local and international staff to be used.  Many of the other price factors, such as facilities (to be X provided and charged) office costs and home office support were standard cost elements that X either directed Subcontractor to use of provided current experience in evaluating. 

(B) Most significant considerations controlling establishment of initial or revised  prices.

Price was not a controlling factor in the award of the subcontract, making up only 15% of the evaluation criteria.  Price was to be dependent on the level of effort proposed and the costs of those staff based on the value (in terms of experience and qualifications) they would bring to the program.  Price was also to be influenced by the mix of local and international staff proposed.  Therefore, the most significant consideration controlling the price determination was the adequacy of resources proposed.

(C) Reason cost or pricing data were not required.

Cost data was required in order to evaluate the reasonableness of the estimated cost proposed as well as to use cost as a factor in determining if the offeror fully understood the RfP requirements in the context of the (X program title).  X also used the detailed cost information to evaluate allowability, and in some instances, such as home leave/R&R travel allowances proposed, made a determination of unallowability.

(D) Extent, if any, Contractor did not rely on Subcontractor’s cost or pricing data in determining the price objective and in negotiating a final price.

As the subcontracted activity is primarily a labor based activity, reliance on Subcontractor’s pricing of personnel costs is unavoidable.  X did evaluate all cost elements for reasonableness against our cost experience in (country/type of work) and we also evaluated proposed salaries, allowances and fringe benefits.  We are currently reviewing Subcontractor’s proposed indirect costs and expect we will accept their proposed rates as provisional subject to reconciliation once final rates are determined through an audit.

(E) Extent to which it was recognized in negotiations that the Subcontractor’s cost or pricing data were not accurate, complete or current; the action taken; and the effect of any such defective data on the total negotiated price.

X would not characterize any cost estimate data as “defective.” X did question several estimates and received reductions on most consistent with the conditions clarifications we proposed with those questioned estimates.  Some of the questioned estimates lead to reductions in price (such as requiring most economic economy class airfare at $2,000 rather than the proposed $4,000); some lead to increases in price as the clarifications either defined an ambiguous responsibility as the Subcontractor’s or expanded on the activity (such as USAID’s increase in the number of schools in the middle of the solicitation process).

(F) Reasons for any significant differences between Contractor’s price objective and the price negotiated.

X estimated that the resulting price should be between $1.5 and $2.0 million.  X’s estimate was based on cost estimates previously received during negotiations with another potential offeror and our own would cost analysis.  A previous initial estimate was over $4 million and subsequent competitive proposal just under $4 million.  Therefore, Subcontractor’s proposed price was not significant from X’s.

(G) Explanation of the incentive fee or profit plan when incentives are used.

No incentive fees were proposed or used.  X has determined that a fixed fee is appropriate as an incentive and as compensation for performance risk.  X negotiated the initial proposed fee of 5.5 % to 5.0%.  Subcontractor will be responsible for the efficiency or those solicitation activities as well as be responsible for the vendors who will delivery those $40,000,000 worth of procurement.  This level of responsibility supports both an incentive for superior performance under extremely ambitious timeframes and should reflect fee recognition for the level of difficulty. 

Additionally, X has made a determination of responsibility according to the requirements of FAR Part 9, specifically 9.104-4.  X  has reviewed the information provided by (Subcontractor), evaluated their publicly available information, financial information submitted in support of their indirect rate structure and has:

· found Subcontractor certifies and a review of their publicly available financial information supports that Subcontractor possess sufficient financial resources and access to financial resources to perform the subcontract requirements without delay or default due to cash flow needs inherent in a cost reimbursement payment scheme.  Additionally, X has not uncovered any debt overburden that could lead to Subcontractor’s insolvency during performance that would impact their ability to complete their contractual responsibilities.

· determined that Subcontractor will be able to comply with the requirements of the proposed subcontract responsibilities, in large part due to the segregated nature of the activities such that successful performance is less dependent on home office resources which are more likely to have conflicting demands.  Subcontractor’s performance will be determined by their lead staff who are all dedicated staff to the NBP project located in Cairo.  It is unlikely that any other Subcontractor business commitment would have an impact on performance.

· researched Subcontractor’s referenced and identified past contract performance to find excellent performance references.  Subcontractor does not appear in the Excluded Parties List and therefore has no debarment or suspensions actions recorded, and Subcontractor has certified that none are pending as well.

· determined from the same research that yielded better than expected performance reviews, that Subcontractor has high business ethics and acted with integrity in their execution of responsibilities for other organizations.

· determined that the proposed staffing, systems and past performance in nearly identical recent projects supports the finding that Subcontractor has the necessary organization, experience, accounting and operational controls necessary to perform their duties in an accountable and professional manner.  We have also determined that Subcontractor’s proposed use of specialist consultants and a second tier Subcontractor for those areas of expertise beyond Subcontractor’s capabilities is reasonable, prudent and shows commitment to superior performance goals.

· reviewed Subcontractor’s proposed staffing, consultant and subcontracting combination approach and finds it provides the necessary resources for performance.  As this is primarily a technical assistance scope, staffing resource review rather than production/facilities/construction/etc. review is more appropriate.

· not found anything hat would otherwise suggest that Subcontractor is anything but qualified and eligible to receive this subcontract award.

