DFARS Case 2002-D032, Government Source Inspection Requirements
DLA Public Comments

1.  Even when an item is coded for inspection and acceptance (I&A) at destination, in many cases the contracting activity must change I&A to source at time of award for reasons unrelated to quality concerns.  These reasons include:  
     (a)  Direct Vendor Delivery (DVD) awards, including foreign military sales (FMS), which exceed the $25,000 maximum threshold for use of fast payment procedures.   DVD awards meet the conditions for use of fast pay, because of the geographical separation and lack of adequate communications facilities between Government receiving and disbursing activities, which make it impractical to make timely payment based on evidence of Government acceptance.  DOD vendors, especially small businesses, are dependent on receiving timely payments from the Government.  Therefore, when fast payment procedures cannot be used, buying activities must change I&A to source and assign administration to DCMA, in order to ensure that the vendor gets paid in a timely manner. 
     (b)  Awards that combine contract line items (CLIN) being shipped to stock, which do not meet the conditions for use of fast pay; and DVD CLINs, which do.   It is not unusual for the best value offeror to have a minimum quantity buy, in which case the buyer will contact the item manager to determine if the total quantity can be brought into stock.  However, if the customer has an urgent need for the DVD CLIN, then both DVD and stock CLINs will be combined on the same award. 
     (c)   When the offer that is the best value for the Government is conditional on f.o.b. origin.  (This includes offers from a sole source, when there are no alternative sources available.)  In most cases, changes to f.o.b. origin are because the offeror has it items priced that way, without transportation costs included.   Most offerors in this situation will accept fast pay in lieu of f.o.b. origin.  However, when the award exceeds the fast pay threshold, the buyer must change I&A to source (see Comment 3. below). 
Although this number is going down, in FY 2003 there were approximately 50,000 cases when quality assurance was changed from destination to source at time of award.   Consistent with the Department goal of focusing its limited contract management resources on high-risk areas and to eliminate the need for I&A at source solely for non-quality related reasons, recommend that, concurrent with the changes at DFARS 246.402 and 246.404, complementary changes in DFARS 213.402 be made as follows:
* * * * *

SUBPART 213.4--FAST PAYMENT PROCEDURE
 

213.402  Conditions for use.

 


(a)  Individual orders may exceed the simplified acquisition threshold for—

 



(i)  Brand-name commissary resale subsistence; [and]
 



(ii)  Medical supplies for direct shipment overseas [;] .
             [(iii)  Direct vendor delivery (DVD) awards, including foreign military sales (FMS), not exceeding $250,000;

              (iv)  Awards not exceeding $250,000 that combine DVD contract line items (CLIN) and CLINs being shipped to stock; and  
              (v)  When the offer that is the best value for the Government is conditional on f.o.b. origin and award will not exceed $250,000.]
 

 * * * * *

 

2.  FAR 47.305-5 and 47.304-1(d) state when destinations are unknown, solicitations shall be f.o.b. origin only.  This automatically precludes destination inspection and acceptance, because FAR 47.302(c)(1) and 47.304-1(f) state if acceptance is at destination, transportation shall be f.o.b. destination.  As a business goal, DLA will be increasingly entering into Long-Term Contracts, Corporate Contracts, Strategic Source Agreements, and other business arrangements that involve large numbers of items and for which destinations are not known at time of award.  If the new DFARS rule will preclude DCMA from conducting contract administration for these awards, DLA will have to assume the I&A function.  To reduce the instances when this will occur, recommend an additional condition when fast pay can be used, as follows:  DFARS 213.402 [(a)(vi)  When the sole reason for designating I&A at source would be because f.o.b. origin is required in accordance with FAR 47.305-5 and 47.304-1(d).]    
3.  Recommend revising the first sentence in 246.402 to read as follows:  “Do not require Government contract quality assurance at source [for contracts assigned for administration to the Defense Contract Management Agency] for contracts or delivery orders valued below $250,000 , unless –“   Also recommend 246.404 be revised accordingly.  This is consistent with the earlier version of the proposed DFARS rule.  There is nothing in the regulations that precludes an agency other than DCMA from conducting inspection and acceptance at source, as long as the agency is not at or near the contractor facility.  If we or our customers believe source I&A is necessary and the conditions at DFARS 246.402 are not met, we will conduct source I&A ourselves.
