
FAQ - PRICE INDEX GUIDELINES

1. I currently have a contract with Orange County. How do I know if it is eligible for a price
adjustment?

Review the special terms and conditions of your contract. The contract will identify whether price
escalation/de-escalation is permitted, the applicable index and calculation method, limitations on adjustments, and
when a request may be considered.

2. My contract references the Consumer Price Index (CPI-U). How do I use this measure?

Price adjustments are based on the latest version of the Consumer Price Index for All Urban Consumers (CPI-U),
All Items, U.S. City Average, not seasonally adjusted, as published by the U.S. Department of Labor, Bureau of
Labor Statistics (BLS). Use final published data available as of the date of the price-adjustment request.

The maximum allowable adjustment may not exceed the percent change in CPI from the applicable base period to
the CPI prevailing at the time of the request. The base period is the month the contract was executed by the
County, or, after an approved price adjustment, the month the County executed the amendment effecting that price
adjustment. Increases exceeding 4% require authorization by the Manager, Procurement Division.

Calculate the percentage change as: ((Current CPI - Base CPI) / Base CPI) x 100. A positive result reflects
escalation; a negative result reflects de-escalation.

CONSUMER PRICE INDEX PERCENT CHANGE CALCULATOR
(Fields in yellow can be changed)

CPI for Current Period (Non-Seasonal)

Final data only; no preliminary (P) values

CPI for Base Period (Non-Seasonal)

Contract execution or last adjustment amendment month

Index Point Change

Current Period - Base Period

Percent Change

(Index Point Change / Base Period) x 100

3. When may a CPI-U price adjustment be requested?

Original contract prices remain firm for the initial one-year period. Thereafter, price escalation/de-escalation may
be considered at one-year intervals from the effective date of the contract. The Contractor must provide written
notice of a pending adjustment at least 60 days before the applicable anniversary date or renewal date. The
request should state the requested percentage and adjusted price and include the complete CPI-U calculation and
the BLS index table used.

Updated to reflect current CPI-U escalation/de-escalation language provided by Orange County Procurement.
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4. My contract references the Producer Price Index (PPI). How do I use this measure?

Price adjustments shall be based on the latest version of the Producer Price Index (PPI) - Industry Data, as published by
the U.S. Department of Labor, Bureau of Labor Statistics. Contractor shall utilize the North American Industry
Classification System (NAICS) to identify the industry code most similar to the contracted commodity. Price adjustment
shall be calculated by applying the simple percentage model to the PPI data:

The maximum allowable adjustment may not exceed the percent change in PPI from the applicable base period to the PPI
prevailing at the time of the request. The base period is the month the contract was executed by the County, or, after an
approved price adjustment, the month the County executed the amendment effecting that price adjustment. Increases
exceeding 4% require authorization by the Manager, Procurement Division.

Calculate the percentage change as: ((Current PPI - Base PPI) / Base PPI) x 100. A positive result reflects escalation; a
negative result reflects de-escalation.

PRODUCER PRICE INDEX PERCENT CHANGE CALCULATOR
(Fields in yellow can be changed)

PPI for Current Period
Final data only; no preliminary (P) values

PPI for Base Period
Contract execution or last adjustment amendment month

Index Point Change
Current Period - Base Period

Percent Change
(Index Point Change / Base Period) x 100

5. When may a PPI price adjustment be requested?

Original contract prices remain firm for the initial one-year period. Thereafter, price escalation/de-escalation may be
considered at one-year intervals from the effective date of the contract. The Contractor must provide written notice of a
pending adjustment at least 60 days before the applicable anniversary date or renewal date. The request should state the
requested percentage and adjusted price and include the complete PPI calculation and the BLS index table used.

6. The applicable Price Index calculation indicates a decrease. How should I proceed?

Should the applicable Price Index decrease during the term of the contract or any renewals, the Contractor shall notify the
Orange County Procurement Division of the price decrease. The contract terms govern the required de-escalation and
any remedies for failure to pass the decrease on to the County.
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