Market Threshold Price Calculation Example

Step 1 and 2: Determine the Market Benchmark Value
e Minimum Observed Commercial Price: $11.25
e Model C Market Baseline: $9.90
o Catalog Median Price:
= Median of Government Contract Prices: $10.33
o TDR Median Price:
= Median of Government Order Prices: $10.74
o Average of Catalog Minimum Price and Commercial Catalog Minimum Price:
= Government Contract Minimum Price: $6.02
= Commercial Catalog Minimum Price: $11.25
= Average: ($6.02 + $11.25) / 2 = $8.64
o Model C Market Benchmark Value:

= Average of $10.33 (Catalog Median Price), $10.74 (MAS Median Price),
and $8.64 (Average Minimum Prices)

= ($10.33 + $10.74 + $8.64) / 3= $9.90

e Choose the lesser between the Model C Market Baseline and the Minimum Observed
Commercial Price

o The Market Benchmark Value is the lesser of the two values at $9.90.
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Market Benchmark Value

$9.90

Step 3: Calculate Inflation

e Calculate CPI-U adjustment factor: Current CPI-U / the sum of the previous 18 months’
indexes CPI-U = 336.785 / 5453.149 = 5.99%

Step 4: Calculate Inflation-Adjusted Market Benchmark Price:

e Market Benchmark Value multiplied by CPI-U Adjustment Factor: $9.90 x $1.0599 =
$10.49
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$9.90
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Step 5: Determine the Price-Proportional Premium

e The 122.87% represents the premium calculated using a linear formula based on the
Inflation-Adjusted Market Benchmark’s distance between $0 and $50

Step 6: Calculate the Base Model Threshold

e Apply the price-proportional premium of 122.87% (from the chart below) to the Inflation-
Adjusted Market Benchmark:

o $10.49*1.2287 =~ $12.89
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Step 7: Calculate the Estimated Annual Sales
e TDR Median Price multiplied by the annual demand quantity
o MAS TDR Median Price: $10.74
o Annual Demand Quantity: 241,066 units
o Estimated Annual Sales: $10.74 * 241,066 = $2,589,049

¢ When TDR Median Price is not available, Transaction Median price is used.

Step 8: Determine the Standard Deviation
e Since Estimated Annual Sales is greater than $1M
o Base Market Threshold Model Price: $12.89
o Catalog Average Price: $12.02
o ¥ Standard Deviation: $4.72 /2 = $2.36

Step 9: Determine Demand Adjusted Threshold Price
e Catalog Average Price + %2 Standard Deviation: $12.02 + $2.36 = $14.38
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Estimated Annual Sales
(TDR Median Price* multiplied by the annual demand quantity)

Under $100K: Uses the Base Model Threshold

$100K to $999,999,99: Uses the lesser of either the Base Model

Threshold or the Government Catalog Average Price plus 1
Standard Deviation.

$1M or more: Uses the lesser of either the Base Model
Threshold or the Government Catalog Average Price plus 0.5
Standard Deviations.
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Demand Adjusted Threshold

$14.38

Step 10: Determine the Market Threshold Price
e Base Model Threshold: $12.89
e Demand Adjusted Threshold: $14.38

 The market threshold is the lesser of the two thresholds, which is $12.89 the Base
Model.

$12.89 $14.38
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The lesser value of the two when the Estimated
Annual Sales is $100K or more
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Market Threshold
==
= $12.89
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