
 

 

Practitioner’s Guide for Procurement Pricing  

Summary of Changes 
PSPC is reaching out to the procurement community for feedback on the Practitioner’s Guide for Procurement Pricing (“The 
Guide”).  The following table provides details of the changes in guidance introduced in each phase of the Guide. Upon 
completion of the consultation period, the principles and guidance contained within the Guide will be incorporated into the 
Supply Manual and formalized.  

Consultation Period: December 16, 2020 to March 15, 2021 

Consultation Instructions: Please provide comments and feedback to the PSPC Team, Procurement Support Services 
Sector – Pricing Practices and Guidance Group.  Email: TPSGC.padgamtp-appbipm.PWGSC@tpsgc-pwgsc.gc.ca 

Phase 1    Released: February 8, 2019 

Key changes introduced in Phase 1 include guidance on the consideration of pricing throughout the acquisition lifecycle 
and recommendations from a contract management perspective on timing, documentation and option analysis, such as 
pricing strategically and aligning pricing to the procurement objectives.  

Change Summary  Reference: 

Fixed price basis of payment  
 Introduction of a fixed price basis of payment to address concerns and challenges with the 

current application of the firm price basis of payment and the discretionary audit clause. 

- Section 4.1.1: Fixed Price 
- Annex 1: Firm Price Basis 

of Payment 

Provisional price basis of payment  

 New basis of payment introduced with parameters that allow for changes in pricing and basis 
of payment within a contract based on knowledge and experience gained over time.  

- Section 4.1.4: Provisional 
Price Basis of Payment 

Guidance on use of incentives  

 Guidance and tools introduced on the use of incentives to increase understanding on when 
incentives are beneficial and how they can be incorporated into the contract price.  

- Section 4.4: Incentives 

Costing Standard  

 New costing guidance to complement Standard Acquisitions Clauses and Conditions (SACC) 
Contract Cost Principles 1031-2 and provide criteria (Attributable, Appropriate and 
Reasonable) to assess the acceptability of a cost. 

- Annex 2: Costing Standard 

 

Costing Standard: Taxes 

 Proposed changes to the treatment of tax refunds/credits/Investment Tax Credits with 
consideration for the application of credits to related contract costs.  

- Annex 2: Costing 
Standard,  
Subsection 4.18: Taxes 

Phase 2 Released: December 12, 2019 

Key changes introduced in Phase 2 include further process guidance on Section 4 of the Guide as it relates to Basis of 
Payment and Incentives, as well as new discussion papers on complex costing areas. 

Change Summary  Reference: 

New Discussion Papers that provide information on the potential impact of complex costing 
areas on overall contract costs and price, and provide direction and techniques on 
assessing acceptability of the costs. 

Discussion Paper: Asset Valuation  

 

 

- Annex 5.2.1 
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Discussion Paper: Transfer Pricing  
Discussion Paper: Production Capacity and Indirect Costs Allocation  
Discussion Paper: Research and Development  

- Annex 5.2.2 
- Annex 5.2.3 
- Annex 5.2.4 

Phase 3 Released: December 16, 2020 

Phase 3 provides new guidance and tools for the determination of a contract price when market prices are not available 
and negotiated pricing is required. This includes clarity on how cost-based pricing works, and guidance to enhance 
consistency in the application of pricing and profit principles to support the delivery of best value in negotiated contract 
prices. 

Change Summary  Reference: 

Contractual Risk Factor  

 New guidance related to the assessment of contractual risk for a contract and impacts the 
resulting contractual risk profit rate.    

 Clarification on the Industrial Technological Benefits (ITBs) policy considerations that can 
impact the contractual risk of a procurement.  

 Introduces new Contractual Risk Assessment Tool 

- Section 5.2.3: Negotiated 
Profit Element: Contractual 
Risk 

- Annex 6.3: Contractual 
Risk Assessment Tool   

Profit Determination Template 

 New template that provides instructions and schedules to support and document the 
determination of contract profit in accordance with the Section 5.2 (Profit Principles).  

- Annex 6.1: Profit 
Determination Template 

Profit Threshold  

 Overall profit threshold for negotiated, cost-based pricing revised to 16% to better represent 
the current financial environment and maximum risk scenarios. 

- Section 5.2: Profit 
Principles 

Return on Capital Employed 

 Revisions to the determination of return on Capital Employed to address concerns related to 
the complexity of the determination process and relevancy of factors used within the 
calculations. Including the following:   
o Modified financial rates representative market conditions, averaged to reduce the impact 

of significant market fluctuations; 
o Revised dollar value thresholds for applicability of simplified capital employed 

calculations from under $250,000 to under $1 million; and 
o New simplified tier in fixed capital employed for contracts greater than $1 million and 

lower than $20 million with lower capital intensity requirements.  

- Section 5.2.1: Negotiated 
Profit Element: Capital 
Employed 

Alternative Pricing Principles 

 Enhanced guidance to ensure principles and processes are clear for situations where 
alternatives to Cost-Based pricing may generate better value.  

- Section 5.3: Alternative 
Pricing Principles 

Discussion Paper: Baseline Profit Methodology  

 Introduction of the baseline profit methodology for consideration and comments. This 
methodology relies on average industry profit and earnings data to establish a base for the 
development of profit in a contract.  

- Annex 5.3.2 

Discussion Paper: Value Propositions – Cost Considerations 

 Discussion Paper that provides direction related to cost considerations of Value 
Propositions.   

- Annex 5.2.5 

 

Consultation Completion: March 15, 2021 

 


