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Subject:  DFARS Case 2003-D081, Unique Item Identification and Valuation, Public Comments

Dear Steve:

GE Aircraft Engines is please to have the opportunity to provide comments on the Interim Rule.   We hope these comments are helpful in accomplishing the DOD objectives.

While we understand the importance of the rule to DOD’s ability to track and account for its inventory, we believe the rule could be simplified to reduce the burden it places on contractors.  The interim rule imposes three specific burdens that should be addressed – the requirement to report data that is already available to the Government under existing systems and processes; the requirement to absorb the cost to perform any necessary engineering analysis, prepare design change documents and procure/install marking systems (at the prime and subcontractor levels) at a time when the aviation industry is suffering from the worst business conditions in the history of the industry; and the requirement to implement all this on a very accelerated schedule.  We offer these comments with the desire for a more simplified rule and a reasonable implementation schedule that recognizes the business conditions that exist today.  

Our comments are as follows: 

1. The interim rule adds additional burden on contractors, much of which could be handled in a more simplified manner using data that should generally already be available.  Our comments propose using existing responsibilities and processes to meet the UID requirement.

a.  Revise 204.7103 and 204.7104 to make the Contracting Officer responsible for establishing both CLINs and, if necessary, SubCLINS that reflect the items the Government wishes to have marked.  The requirements imposed in the clause at 252.211-7003, paragraph (b) and the CLIN/SubCLIN structure should agree.

b. Revise 204.7103(a) to require that the Contracting Officer assign a value to each deliverable under the contract (204.7103-1 already requires this), including any CLIN and SubCLINs established under paragraph (a) above.  “Reporting” the value of the items to be delivered (211.274-7, and 252.211-7003(e)) should not be a contractor responsibility.  The contractor should only be required to include the valuation data established in the contract on the DD250 or Memo of Shipment.  

i. For cost type contracts where hardware will be delivered to the Government but not as a formal CLIN deliverables, the Contracting Officer should establish informational line items and assign, at contract award, an estimated value for the hardware.  The Contracting Officer should be responsible for updating the informational line items periodically to ensure they continue to represent a reasonable estimate of the value of the hardware item(s) being delivered (less NRC and tooling).  The contractor would continue to invoice under the priced CLIN, not the informational SubCLINs.

ii. By using the existing process for establishing the value of items delivered to the Government, the Government will avoid creating the additional burden of establishing “actual” costs for items delivered under cost contracts.  While the approach suggested above may not be precise, it should establish reasonable values with minimal additional work.  The Contracting Officer is already responsible, under the interim rule, for keeping the item value up to date after items are delivered  (243.171).  As the UID processes matures, DOD can work to improve the fidelity of the value data without bogging down the entire process.

iii. Include in 204.7103 and 204.7104 instructions to the Contracting Officer with regard to the non-recurring costs.  If the Government wants to establish the value of items it has in its inventory, non-recurring costs should not be included; informational line items could be used to separate the value of the NRC and the value of the hardware item(s) being delivered.

iv. Also include instructions in 204.7103 and 204.7104 with regard to tooling.  When the tooling is included in the cost of a fixed price spare part, the first item often includes the cost of any tooling needed to manufacture the part(s).  However, the actual tooling that will be built/purchased is often not known and which of those tools the Government will obtain title to under Government Right to Title is also not known.  When establishing the CLIN price, the Contracting Officer should leave out the cost of the tooling; the estimated value of the tooling should be identified as a single informational line item until the Government decides if it desires to take title.  Additional informational line items could then be established for only those tools the Government chooses to take title to.

c. The Contracting Officer is already required to keep the CLIN/SubCLIN prices up to date for billing purposes; no additional guidance is required under 243.171.  For cost contracts, the contracting officer should be required under 204.7103 to ensure the informational SubCLINs reasonably reflect the value of the item(s) that may be delivered.

d. The requirement in 211.274 should be limited to the criteria for marking parts.  The valuation issue should be addressed in 204.7103.

e. The clause at 252.211-7003 should be limited to paragraphs (a) thru (c), the marking requirements, and (f), the flow down requirement.  

i. Paragraph (d), Item records, duplicates data that already exists either in the contract or on the associated DD250/Memo of Shipment.  The only exception is the UID itself.  In this paragraph, the Contractor should be told how long the assigned UID data should be maintained.  For example, today, most contract data is required to be maintained until final contract payment plus 3 years.  If the Government wished the UID to be maintained longer, it should be stated here.  Alternatively, if the only requirement is that the Contractor ensure that a UID is not duplicated, this is not a records retention requirement, but rather a requirement to ensure a system is set up to avoid duplication…record retention would be up to the contractor.

ii. Paragraph (e), Valuation, is unnecessary.  The assignment of value for items to be delivered to the Government should be a Contracting Officer responsibility under 204.7103.  The current language  creates an additional “reporting” requirement that is inconsistent with existing processes and the Paperwork Reduction Act determination.

f. DFARS Appendix F should be revised to specify the data the Government needs on the DD250 or Memo of Shipment.  These existing documents should be the vehicle through which the Government collects the desired data. Most of the data listed in 252.211-7003(d) is already available in the contract and on the DD250/Memo of Shipment.  The DFARS rule should require Contractors to continue to provide that data on those documents with the addition of the UID-specific data; once WAWF revisions are fully operational, the Government will have the data and the mechanism to populate its data base without further contractor intervention.  

g. For delivery of  major systems/subsystems, the Government may desire additional data below the CLIN/SubCLIN level.  In these limited cases, the Government may specify a CDRL with the specific data and format needed…no additional DFARS language is required.

2. With regard to the implementation schedule, industry may not have the capability to mark all items the Government will procure after January 1, 2004.  This will potentially create gridlock as Contracting Officers are told to insert the clause at 252.211-7003, contractors refuse the clause because they are unable to comply with the UID requirement, and there is not process to allow for resolution in a timely manner.

a. We suggest that OSD issue a Class Deviation effective on January 1, 2004 that allows Contracting Officers to either (1) not incorporate the UID clause in contracts that would require marking of items (contracts with a period of performance of less than 1 year); or (2) incorporate the clause in the contract with a date agreed to by both parties when marking will commence (contracts with a period of performance greater than 1 year).  The deviation could be limited to Contracting Officer use of the authority until December 31, 2004, after which all applicable contracts would require the clause and marking of deliverable items.  

b. Alternatively, Administrative Contracting Officers could authorize contractors with multiple DOD customers (would include most large contractors) to deviate from 252.211-7003 on all contracts based on a plant-wide implementation plan (similar to the Single Process Initiative), but not longer than December 31, 2004.  This will allow DOD to continue to do business with these contractors as the contractors implement the UID process at a reasonable schedule.

c. Related to the implementation schedule is the concern that different implementation schedules and requirements may be imposed by the various Services and DOD Agencies.  The rule should prohibit variation in how the clause is implemented.  Again, a Single Process Initiative-like approach would allow large contractors that work with many Service and Agency customers to establish a single, cost effective process for marking items and minimize the administrative burden associated with the requirement..

3. Thank you for the opportunity to provide these comments.  Please don’t hesitate to contact me to discuss them further.

Sincerely,

//Signed//

Laurence M. Trowel
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