November 10, 2003

Subject:
DFARS Case 2003-081, Interim Rule, Unique Item Identification and 


Valuation, Published in FR Doc 03-25827, October 10, 2003


The Defense Contract Management Agency (DCMA) has reviewed DFARS Interim Rule for Unique Item Identification (UID) and valuation and offers the following comments.  DCMA fully supports UID and valuation policy and realizes the significance of improving the management of DoD assets and accountability of items   Our comments and recommendations below are intended solely to simplify, streamline, and reduce the administrative burden associated with the implementation of the interim rule.
1. DFARS 204.7104-2(e)(10) and (11) requires that subline items be structured to capture the acquisition cost of spares that will require unique item identifiers.  The example shown for fixed price and cost type contracts is an example of an informational subline item.   DCMA recommends that the example be revised to reflect the requirements of DFARS 204.7104-1(a)(2) which states that informational subline items may include quantities, prices, or amounts but these elements should be included within the item description in the supplies/services column and enclosed in parentheses.  This will prevent any confusion with quantities, prices, or amounts that have contractual significance.  Note:  this recommendation only needs to be adopted if the recommendation in paragraph 2. below is not adopted. 
2. DFARS 211.274-2(a) requires that contracts identify the Government’s acquisition cost for all items delivered.  DCMA understands the importance of capturing acquisition cost, however we recommend that the interim rule be revised to eliminate the requirement of identifying that cost in the contract and revise the contractor reporting requirements to ensure that the item record is delivered to the Government simultaneously with the item.  The submission of the item record, which includes the acquisition cost of the item, then becomes a condition of item acceptance.  This method of reporting acquisition cost will greatly reduce the administrative burden associated with issuing modifications to place the acquisition cost on the contract.  It also eliminates duplicate reporting requirements for contractors, especially for contractors submitting item records using Wide Area Work Flow (WAWF).   
3. DFARS 211.274-2(c)(2) states that the Government’s acquisition cost for cost-type contracts is the contractor’s fully burdened actual cost for each item, plus a proportionate amount of the fee at the time the item is delivered to the Government.  If DCMA’s recommendation in paragraph 2, above, is rejected then DCMA recommends -- 
a. That the contractor be required to provide the acquisition cost for cost-type contracts at the time of contract award.  The fully burdened actual cost of a cost-type item remains an estimated cost until the final indirect cost rates are settled.  The benefit of obtaining the acquisition cost at the time of delivery in order to increase reporting accuracy is miniscule compared to the cost of issuing modifications to add acquisition cost to the contract at the time of delivery.  
b. That DFARS 211.274-2(c)(2) be revised to include a comma after the word fee.  This will eliminate any confusion regarding applying proportionate amounts of fee and reduces problems if additional fees are paid to the contractor. 

4. DFARS 243.171(b) states “when changes in the value of the contract result in changes to the Government’s acquisition cost of delivered items, the contracting officer shall allocate those changes to the acquisition cost of those items.”  The interim rule identifies the acquisition cost for items delivered under fixed price contracts as the unit price, as modified.  DCMA often issues modifications that result in lump sum adjustments to contract obligations, but not necessarily to the unit price of an item (e.g., consideration modifications for delivery extensions).  If DCMA’s recommendation in paragraph 2, above, is rejected then DCMA recommends that this type of adjustment be listed as an exception to paragraph 243.171(b).   An exception to the rule prevents deflated acquisition cost reporting for the items delivered to the Government.
5. DFARS 252.211-7003(d) requires that the records of all items delivered to the Government include certain data elements.  DCMA recommends that additional language be included in this section requiring delivery of the item record at time of item delivery.  This change eliminates duplicate records and reporting as well as provides a clear requirement for item record submission.  Contractors could then use acceptance documents as the item record.  
6. DFARS 252.211-7003(e)(3) states that the Contractor shall report the Government’s acquisition cost to the Contracting Officer.  DCMA recommends that the words “or Administrative Contracting Officer” be added to this paragraph.  This change will clarify the reporting requirements for contracts delegated to DCMA.  

We appreciate the opportunity to comment on the interim rule.  If you have any questions concerning these comments, please contact Ms. Felisha Hitt at 703-428-0988 or via email to felisha.hitt@dcma.mil .  
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