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(3) As a general rule, understated cost or pricing data shall not —t—
be "set off" against overstated cost or pricing data in arriving at a
price adjustment. However, where there is a question as to the accuracy
of a single item of data which is an average or composite rate, over-
statements in making up the rate may be set off by understatements for
the purpose of correcting the rate submitted by the contractor. For
example, when the contractor in his cost or pricing data submits an
average rate for Class A Engineers and it is found that in the computa-
tion of the average rate the contractor has indicated that his highest
price Class A Engineer was $20,000 when in fact it was only $18,000 and
further where the contractor indicated that the price of his lowest
paid Class A Engineer was $10,000 when in fact it was $12,000, these
can be offset one against the other in recomputing the average or com-
posite rate. Offsetting a Class A Engineer average or composite
against a Class B Engineer average or composite is not permitted.
Again, for example, if an overhead account had been overstated by reason
of a failure to use the most recent available quarterly figures, the
consequent downward price adjustment should be based on the net change
in the total overheud account, including both the "minus" and "plus"
elements. In addition, as & further exception tc the general rule
ageinst set off, overstated data (such as unit price) relating to a
cingle item (such as cement) may be offset by understated data (such
as quantity) relating to the same item. For example, if the historical
data submitted is 100 feet of pipe at $1.00 a foot for a total of $100
but it should have been 50 feet at $2.00 a foot, setoff is permitted
and no price adjustment is required. In any case, the contract price
shall be adjusted only if the net adjustment is downward.

(b) If at any time prior to agreement on price the contracting
officer learns through audit or otherwise that any cost or pricing data
submitted is inaccurate, incomplete or noncurrent, he shall immediately
call it to the attention of the contractor whether that defective data
tends to increase or decrease the contract price.. Thereafter, the con-
tracting officer shall negotiate on the basis of any new data submitted,
or on a basis which in his opinion makes satisfactory allowance for the
incorrect data as ne considers appropriate and shall reflect these facts
in his record of negotiation.

(c) After award, if the contracting officer obtains information
which leads nim to believe that the data furnished may not have been
accurate, complete or current, or if he considers that the data may not
have been adequately verified as of the time of negotiation, he should
request an audit to evaluate the accuracy, completeness and currency of
such data. In the case of negotiated firm fixed-price contracts, post-
award cost performance audits, pursuant to a clause set forth in 7-104 .41,
shall be limited to the single purpose of determining whether or not
defective cost or pricing data were submitted. Such audits shall not be
for the purpose of evaluating profit-cost relationships, nor shall any
repricing of such contracts be made because the realized profit was
greater than was forecast, or because some contingency cited by the con-
tractor in his submission failed to materialize--unless the audit
reveals that the cost or pricing data certified by the contractor were,
in fact, defective. ‘f——’




