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INTRODUCTION 

Two distinctly different procurement systems emerging: 

o Nondevelopmental items (commercial/modified commercial) 

o Developmental items (non-commercial/public development) 

DOD is in no position to further resist: 

o Deficit reduction pressures 

o Peace dividend pressures 

o Cheney out of step with administration and Congress 

Major impacts may not be felt for three to five years. 

Main thrust: 

Save money through maximum use of nondevelopmental 
items and a commercial way of doing business. 

Near term impact: 

Revised pricing policy for nondevelopmental items. 
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PREFERENCE FOR NON DEVELOPMENTAL ITEMS 

(Sec. 2325, Title 10, United States Code) 

(National Defense Authorization Act - FY 87) 

(A) Preference - The Secretary of Defense shall ensure that to 
the maximum extent practicable -

(1) Requirements of the DOD with respect to a procurement of 
supplies are stated in terms of -

(A) functions to be performed 

(B) performance required, or 

(C) essential physical characteristics. 

(2) Such requirements are defined so that non developmental 
items may be procured to fulfill such requirements, and 

(3) such requirements are fulfilled through the procurement 
of NDI. 

(B) Implementation - The Secretary of Defense shall carry out 
this section through the Under Secretary of Defense for 
Acquisitions, who shall have the responsibility for its ef­
fective implementation. 

(C) Regulations - The Secretary of Defense shall prescribe 
regulations to carry out this section. 



(D) Definition - In this section, the term "non developmental 
item" means -

(1) any item of supply that is available in the commercial 
marketplace; 

(2) any previously developed item of supply that is in use by 
a department or agency of the United States, a state or 
local government, or a foreign government with which the 
United States has a mutual defense cooperation agreement; 

(3) any item of supply described in paragraph (1) or (2) that 
requires only minor modification in order to meet the 
requirements of the procuring agency, or 

(4) any item of supply that is currently being procured that 
does not meet the requirements of paragraph (1), (2), or 
(3) solely because the item -

(A) is not yet in use; or 

(B) is not yet available in the commercial marketplace. 



FEATURES OF NEW FROCDREMKNT SYSTEM - POD 

o Specifications = Nondevelopment item preference 

Functional descriptions (no detailed 
designs) 

Performance descriptions 

o Source selection Two step/best value/no discussions 

o Contracting U.C.C. + mandatory federal law 

o Pricing Price analysis/market research 

Less strict interpretation of 
commerciality 

More exemption options: 

o Alternate method 

o New products with no prior sales 

o Discontinued products - no 
public sales 

o Modified commercial products 

o Rely on contractors' Q.A./warranty 

o Eliminate audit, access to records, reporting 

o Commercial rights in technical data/software 

o Limited flowdown to subcontractors 



COMMERCTAI, CONTRACT 

1. Solicitation/award = FAR 14 and 15 (?) 

2. Uniform commercial code = Incorporated as applicable 

3. Rights in technical data = Per DFARs, limited rights 

(?) = However 7XXX is out 

4. Restricted use of software = Per DFARs, however 7XXX is out 

(?) 

5. Warranty = Contractor's standard commercial warranty, plus 
Limitation of Liability (FAR 52.246-23) 

6. Inspection = FAR 52.246-1 Contractor Procedures Versus - 2 

7. Change order - FAR 52.243-1 Except Delays Are 

8. Audit/cost or pricing data/price reduction = deleted 

9. CAS/cost principles/unit price integrity = deleted 

10. Examination of Records (FAR 52.215-1) = still in (?) 

11. Socio-economic/environmental = still in 

Ref: New contract draft, see Appendix. 



BENEFITS OF NDl 

(GAO Report, February 1989) 

According to the Congress, DOD, vendors and various industry 
associations, the potential benefits of appropriately procuring 
NDI, instead of non NDI, include: 

o reduction or avoidance of R&D costs; 

o decrease in procurement lead time, resulting in more rapid 
delivery and fielding; 

o use of state of the art technology available in the commer­
cial marketplace; 

o increase in competition, and 

o simplification of contracts, including firm fixed price 
contracts. 

GAO/NSIAD-89-51 NDI 



OTHER CITED BENEFITS OF NDI 

1. Inventory carrying cost, administrative overhead 

2. Reduced decentralisation of commercial versus defense 

2.1 Duplication of fixed cost through divisionalization 

2.1 Amortized over lower defense volume 

2.2 Less administrative expense 

3. No more hammers/coffeepot scandals 
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THE NDI CALENDAR 

1. By June '90 

o Prepare legislation needed 

o Prepare regulations needed 

2. By September '90 

o Finalize legislation 

o Finalize regulations 

6. Conduct pilot programs: 3 to 5 years 

7. Initial impacts 

o Remove impediments in law, regulation, or policy 

o Train personnel in NDI, market research, price analysis 

o Specification writing, functional/performance 

o Commercial source selection techniques used 

o Commercial pricing in lieu of cost analysis 

o Commercial contracting 



NDI PROGRAM AGENDA 

SHORT TERM GOALS Target- Pete 

1. Meet with subcommittee staff and contractors 

2. Review guidance on contract clause usage 
based on meetings with contractors 

3. Acceptance of General Service Administration 
certification of commercial 

4. Establish accountability of specifications and 
standards 

5. Issue policy letter on the use of market accept­
ability as an evaluation criteria or, if neces­
sary, request an amendment to the Competi­
tion in Contracting Act 

6. Send hearing follow up letter to Senator 
Levin enclosing this agenda and the Defense 
Science Board report 

7. Initiate change to Part 10 of the Federal Ac­
quisition Regulation (FAR) to eliminate pref­
erence for the use of specifications 

8. Finalize FAR case on the use of the price 
analysis 

9. Issue program letter from the Deputy Secre­
tary of Defense 
a. Enlist support of Acquisition Executives 
b. Establish commercial acquisition program 

objectives and milestones 

10. Designate an agency to program and budget 
funds for standardization 

11. Issue new guidance on the preparation of com­
mercial item descriptions 

12. Revise and issue DOD directive 5000.37, Acqui­
sition and Distribution of Commercial Prod­
ucts 

13. Develop plan for automation of the specifica­
tions and standards database 

Ongoing 

Continuous 

Completed 

Completed 

July 89 

July 89 

August 89 

In review 

August 89 

September 89 

September 89 

October 89 

November 89 



NDI PROGRAM (POD) 

LONG TERM GOALS 

1. Develop best value nondevelopmental item 
evaluation model 

2. Develop guidance for management of logistics 
support, technical data, configuration manage­
ment in buying nondevelopmental items 

3. Publish handbook on nondevelopmental item 
acquisition 

4. Identify appropriate contract provisions for 
commercial product solicitations 

5. Devise training plans for user, program and 
item managers, standardization and contract­
ing communities 
a. Defense System Management College 
b. Workshop 
c. Video 

6. Submit update to Part II of the Federal Acqui­
sition Regulation, Acquisition and Distribution 
of Commercial Products 

7. Initiate a pilot program using commercial 
buying practices to pinpoint beneficial statu­
tory and regulatory reforms 

8. Expand pamphlet, "Locating Off the Shelf 
Items," to include additional data bases 

Target Pate 

December 89 

December 89 

December 89 

December 89 

January 90 

9. Simplify nongovernmental standards adoption 
procedures 

10. Establish database to measure progress in 
commercial acquisition 

11. Complete review of all specifications and stan­
dards for accuracy 

12. Establish a components demonstration pro­
gram, using microcircuits as a case study 

13. Establish multiple award schedule pilot pro­
gram 
Evaluate results, expand and institutionalize 

14. Establish better working relationship with 
industry 

15. Conduct workshop on buying commercial products 

March 90 

March 90 

March 90 

May 90 

June 90 

December 90 

December 90 

Completed 
October 91 

Continuous 

To be 
determined 
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CURRENT t^SqiSLATIVE ROAPMAF 

o DOD Authorization Act - FY 90 (PLlOl-89, Sec. 824) 

o Defense Management Improvement Act (Senate Bill S.2440, 
Senator Nunn) 



GENERAL DIRECTION OF LEGISLATION 

P.L. 101-89, SEC. 824 

ACQUISITION OF COMMERCIAL AND NDI 

November 29, 1989 

(a) In general - the Secretary of Defense shall 

(1) prescribe regulation 

(2) conduct an analysis 

(b) Regulations: 

(1) 180 days to publish new and rescind any conflicting 
(May '90) 

270 days to publish final regulations (August '90) 

(2) develop a simplified/uniform prime contract for acquisi­
tion of commercial items to the maximum extent prac­
ticable 

(3) same for subcontracts 

(4) -- shall require, in appropriate circumstances, a 
modified inspection clause with streamlined procedures 

-- to a contractor that (A) has a proven record of high 
quality production, and (B) offers an appropriate war­
ranty --

(5) -- shall require, in appropriate circumstances, standard 
commercial warranties 

(6) Truth-In-Negotiations Act (TINA), P.L.87-653, FAR 15.804 

-- the secretary (A) shall address the standards for ap­
plying such exemption to contract and subcontract for 
items which are: 

o modifications to commercial items 

o components of commercial items 

o spare parts for commercial items 



o new commercial items, or 

o commercial items which are no longer sold to the 
public, 

and (B) shall ensure that cost or pricing data are not 
required in connection with contracts and subcontracts 
qualifying for an exemption under the regulations as 
revised. 

(c) Analysis; 

(1) The Secretary of Defense shall conduct an analysis of 
impediments to the acquisition of nondevelopmental 
items. 

-- the Secretary of Defense shall consider as a minimum 
the following: 

(A) Whether to expand regulations governing acquisition 
and distribution of commercial products to address 
the procurement of NDI (see FAR 11.0). 

(B) Whether to revise regulations governing 
specifications, standards, and other purchase 
descriptions (see FAR 10.0). 

(C) Whether to establish a presumption that the DOD 
should not request technical data on commercial 
items. 

(D) Whether the Secretary of Defense should make 
greater use of authority in law to exempt defense 
contracts for commercial items from application of 
various requirements. 

(2) 9 months (August '90) -- the secretary shall develop and 
submit to the Committees on Armed Services - House and 
Senate -

o A plan of action addressing any impediments iden­
tified in the analysis. 

o The plan shall include a specific schedule for: 

(A) Rescission of existing regulations 

(B) Publication of new regulations for public com­
ment 

(C) Submit to Congress proposals for legislative 
changes 



(d) Training: 

(1) The Secretary shall establish an NDI training program. 

(2) The program shall provide as a minimum: 

(A) The Preference for NDI statute, and regulations. 

(B) Training of contracting officers in the fundamental 
principles of price analysis. 

(C) Training in market research and in drafting func­
tional and performance specifications. 

(e) Demonstration Program: Uniforms of Armed Services 



DEFENSE MANAGEMENT IMPROVEMENT ACT 

SENATE BILL S.2440 

April 5, 1990 

TITLE II - ACQUISITION: 

Sec. 201: Amends 10 U.S.C. 2306(h) and repeals section 9021 of 
P.L. 101-165 Multiyear Contracts. 

Eliminate requirement for 10% savings on multiyear 
contracts. 

Sec. 202: DOD to place greater reliance on commercial products 
and commercial style procurement practices. 

Greater use of product descriptions rather than 
detailed specifications. 

^ Requires that a product have achieved commercial ac­
ceptance in order to compete as a commercial product. 

Products that have been supplied under recent or cur­
rent contracts for the same agency requirements -- if 
such meet the criteria that commercial products are 
equally evaluated. 

Enable CO. to avoid using detailed specifications and 
having to conduct extensive source reviews and product 
tests and evaluations. 

Permit selecting products on the basis of the greatest 
benefit to the agency. 

Make inapplicable to the purchase of commercial 
products provisions of law that relate generally to 

. y source preferences and unique contract requirements if 
they are not equally applicable to contracts to which 
the U.S. Government is not a party. 

Establish in DOD a 3 year pilot program for the filing 
of protests by interested parties in connection with a 
commercial acquisition with an official designated to 
hear protests. During the 3 years, this procedure 
shall be the sole administrative remedy available. 

Sec. 203: Repeals the commercial pricing certificate. Remove the 
contractor's warranty of lowest price applicable to 
spare and repair parts on negotiated contracts. 



Sec. 204". Authorise DOD to evaluate competitive proposals and 
award a contract without discussions to the offer whose 
proposal represents the greatest benefit to the govern­
ment based upon the evaluation factors set out in the 
solicitations. 

Under C.I.C.A., such an award can be made based on 
overall lowest cost to the government. 

DOD is seeking the authority to award to the best tech­
nical proposal at a reasonable price, which may not be 
the lowest cost to the government. 

Sec. 205: Exempt small purchases from certain socio-economic 
provisions and establish a uniform threshold at the 
small purchase threshold. ($25,000) 

Sec. 206 Excuse the USD(A) from attending all FAR council 
meetings. 

Sec. 207 Require a cost benefit analysis before dual sourcing 
(follower/leader) of major programs and subsystems. 
Preference for dual source retained, more flexibility 
allowed the Secretary of Defense. 

Sec. 208 Revises the threshold for mandatory SF1411s from 
$100,000 to $500,000. 

Sec. 217 Authorises the Secretary to conduct up to 6 pilot 
programs to test methods to increase the effectiveness 
and efficiency of the acquisition process. 

Permits the Secretary to waive any provision of law or 
regulation that is not equally applicable to a contract 
to which the U.S. Government is a party, and that: 

(1) prescribes procedures for the procurement of sup­
plies or services; 

(2) prescribes preferences to certain sources or man­
dates particular sources; 

(3) prescribes requirements be imposed on contractors 
that relate to performance, or that 

(4) prescribes requirements governing cost 
allowability, cost accounting, or auditing, except for 
provisions intended to secure financial integrity on 
government use of funds. 



SENATE BILL 5.1352 

DOD AUTHORIZATION ACT 

(COMMITTEE REPORT 101-81) 

3. Cost or Pricing Data -- The Truth in Negotiations Act provides 
that a contractor need not provide the government certified cost 
or pricing data where the contract price is based upon established 
catalog or market prices of commercial items sold in substantial 
quantities to the general public. However, the committee under­
stands that the regulations interpreting this exception create a 
rigid test for commerciality which in many cases creates an im­
pediment to the purchase of commercial products. 

In particular, existing regulations establish percentage 
tests for sales to the general public and sales at catalog prices 
that many commercial products cannot meet. In addition, substan­
tial questions have been raised about the applicability of the 
regulations to new commercial products, old commercial products, 
modified commercial products, and spare parts for commercial 
products. 

The Department has advised the committee that it can revise 
the regulations to address these problems without amending the 
Truth in Negotiations Act. Section 822(d) directs the Secretary 
to issue regulations ensuring that a contractor is required to 
submit cost or pricing data in commercial or competitive procure­
ments only if the head of the agency determines that data is 
necessary to be determine whether the contract price is 
reasonable. 

The committee directs that this exception only be applied 
where there is no adequate alternative basis to requesting cer­
tified cost and pricing data. Alternatives to requesting cost and 
pricing data include, but are not limited to, situations where the 
price is fair and reasonable based on adequate price competition, 
a price analysis, market research, a review of prices for the same 
or similar commercial products or services, or other similar 
techniques. 



CONFERENCE REPORT ON H.R.2461 

DOD AUTHORIZATION ACT 

ARMED SERVICES COMMITTEE - SENATE AND HOUSE 

Page S14179. 6 November 1989 of the Congressional record: 

Third, the Secretary would be required to re-examine and revise 
regulations requiring contractors to provide certified cost or 
pricing data to ensure that this requirement is applied in con­
tracts for commercial products only when necessary. 

In revising the regulations, the Secretary shall consider the 
following: 

(1) revising the percent tests in the regulations; 

(2) revising the sales categories established in the percent 
tests; 

(3) allowing greater flexibility in the time periods for the ap­
plication of the tests; 

(4) creating an alternative test based on volume of commercial 
sales (as opposed to percent of sales); 

(5) placing a greater emphasis on competitive market prices (as 
opposed to catalog prices); and 

(6) generally requiring the submission of cost or pricing data 
only when there is no adequate alternative basis for deter­
mining the reasonableness of price. 
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DEFINITION OF COMMERCIAL ITEMS 

FAR 11.001 

"Commercial product" means a product such as an item, material, 

component, subsystem, or system, sold or traded to the general 

public in the course of normal business operations at prices based 

on established catalog or market prices. (See 15.804-3(c) for 

explanation of terms.) 

Commercial tvpe product means a commercial product (a) modified to 

meet some government peculiar physical requirement or addition, or 

(b) otherwise identified differently from the normal commercial 

counterparts. 



DEFINITIONS 

FAR 15.804-3. AS REVISED 

(cWSWiii) "Commercial products" are items, supplies or services 

regularly used for other than U.S. Government purposes and sold or 

traded to the general public in the course of normal business 

operations. 

(c)(3')(v4) "New commercial product" is a newly introduced or 

recently improved commercial product for which substantial orders, 

shipments to the general public have not yet been achieved. 

A "modified" commercial product is a commercial product that has 

been modified to meet some government peculiar physical 

requirement or addition, or is otherwise identified differently 

from its normal commercial counterpart. (See FAR 11.001) 

A "discontinued" commercial product is a commercial product that 

has ceased being supplied by the manufacturer or vendor to the 

commercial market place in substantial quantities but is still 

required by the government. 
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TRUTH IN NEGOTIATIONS ACT 

PL87-653 

Contracting officers must require contractors to submit certified 
cost or pricing data before: 

o awarding a negotiated prime contract over $100,000; 

o pricing a negotiated contract change or modification over 
$100,000; 

o awarding a negotiated subcontract in excess of $100,000 at 
any tier, if the prime contractor and each higher tier sub­
contractor have furnished certified cost or pricing data; or 

o pricing a negotiated change or modification over $100,000 to 
a subcontract; 

o awarding a negotiated prospective subcontract over $100,000 
and 10% of the prime contract price. 

Exceptions: 

Contracting officers shall not require submission or certification 
of cost or pricing data when they determine the prices are: 

o based on adequate price competition; 

o based on established catalog or market prices of commercial 
items sold in substantial quantities to the general public; 
or 

o set by law or regulation. 



RPECTFIC PROBLEMS WITH SF1411 PRICING 

1. Not a market price 

2. Creates an artificial/inconsistent price 

3. FAR 30/31 compliance forces: 

o Product line average costing 

o Disallows or limits 19 items of cost 

o Above average cost not recovered 

o Expensive cost accounting required 

o Expensive proposal processing required 

4. Acceptable profit margins not achievable 

o Cost disallowances 

o Arbitrary profit margin constraints 

5. Factual data disclosure index 

6. "Forward" pricing to period of manufacture 

7. Transfer pricing (residuals/affiliates) 

8. Risks of non compliance with certificates 

o Price reductions or worse 
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10 WAYS TO BE EXEMPT 

FAR 15.804-3 

1. Adequate price competition 

2. Based on adequate price competition 

3. Established catalog price of a commercial product 

4. Based on the established price of a commercial product 

5. Established market price of a commercial product 

6. Based on the established market price of a commercial product 

7. Buyer's waiver based on knowledge of established catalog, 
market or competitive prices 

8. Acceptance of the buyer of a prior exemption 

9. Individual or class exemption where the claim of exemption 
isn't technically perfect 

10. Waiver by head of a federal agency when submission required 
by law 

ADD 

11. Alternate method (new) 



BASED-ON" ADEQUATE PRICE COMPETITION: FAR 15.804-3(b) 

Competition is adequate if: 

1. Offers are solicited; 

2. Two or more responsible offerors that can satisfy the 
Governments requirements submit priced offers 
responsive to the solicitation's expressed 
requirements; and 

3. These offerors compete independently for a contract to 
be awarded to the responsible offeror submitting the 
lowest evaluated price. 

Unless: 

1. One or more known and qualified offerors are 
unreasonably denied an opportunity to compete. 

The lowest evaluated price is by an offeror 
"practically immune from competition." 

There is a finding supported by a statement of the 
facts — that the lowest price is unreasonable. 



FAR 15.804-3 

SF 1412 REQUIREMENT 

1. Established catalog price of commercial item 

2. Established market price of commercial item 

3. Price set by law or regulation 

NOTE: One SF1412 for each item over $25,000 
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The offeror represents that all statements made above and on artac^ments submitted are accurate and are submitted for the purpose c( claiming exemption frcr-
eouiremenu for submitting certified cost or pricing data. The o'feror also represents that, except as stated in an attaenment. a liî e claim for exemption invot-
ng the same or a substannallv similar item has not been denieO bv a Government Contracting Officer within the last 2 vears. Penoing consideration o* the P'o-
30!' "lorted bv this submission and. if this proposal or a modification of it is accepted bv the Government, until The expiration of 3 years from the date c 
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ESTABLISHED CATALOG PRICE: FAR 15.804-3(c) 

A COMMERCIAL ITEM 

The item being accjuired is "a conunercial item." i.e., not a 
government item, not affiliate sales. 

"An item regularly used for other than U.S. Government 
purposes and sold or traded to the general public in 
the course of normal business operations." 

The item is sold in "substantial quantities." 

"Customarily provided by offeror, using personnel and 
equipment regularly maintained solely or principally to 
provide the service." 

• Commercial item sales are not negligible, and 
comprise at least 55% of total sales of the item, 
and 

Sales at published catalog prices and discounts 
comprise at least 75% of the commercial sales. 

• Sales at published catalog prices and discounts are at 
least 35%. 

Established catalog prices must be recorded in a form 
regularly maintained by the manufacture or vendor. 

• Maybe a catalog, price list, schedule or other 
verifiable and established record 

• Published or otherwise available for customer review 
must state current or last sale price to a significant 
number of buyers constituting the general public . 
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' I t d f i i a V y^iJilutLa D l v l j l o n 

ABC P a r t Number 1 2 3 4 , & e v . A . 
S u p e r c o n d u c t o r 

T"5UAHT7TV 

ann 

" T o T A i , AMOUNT *nofOi to r-oi 
ITS" 
I ^n* nnn r , ( l B r a 1 P ' n H i . m TIH . H ^ < n n 1 i i l i J ' ' ~ 

' ; " • „ , , ,„mpiion (fom f«juirtm.na for lubminma ctfiill«d eoit or prkinf dt«a on ih* bun lh»i * • »•""'"•™=''• 
Bv ,ubm,u.on »< ' " ' • ' " ^ . ^ « m,,k.t p"e. of . comm.rci.l ittm wW in .ub>unii.l au.ntil.M 10 tbi ttntrtl public or U » P îe. a t bv!.« 0. .t,ul...on 
t l T f AB* 8 Bolai Como..« S«:tio« I.H.or 111 b..owM .PPhc»B... 

' • stCTION I - CATAtOG PWlCt fSf* <n,iruiriant lor ittmi 7 ̂ ni I I fl« rtrtrm i 
1. CATALOG .OtN.IF.CAT.OMAHUOA.t " ' • » * ^ « ' " ' ° ° " ^ ' " ° j 

• ABC Corporation Price List. May 1987 , January 1987 ^ J"n« ^987 

-^^^TrrrTTTtr=-=-rm 1 TftTi i U N I T S SCLO* lo. RtM»BK» 9 C.1TEG0BIES OF SALES 

,. vj s Goy«rnm«nt mWt 

b. Sjiii n caaieg Pfia le yn«ril public 

4 5 0 0 

4 1 2 5 

1375 

Supporting data, catalog and purchase 
order records are located at ABC Corp­
orate Sales office, located above, 
for audit verification. 

.V Z r . r n r - 7 " ! ^ ! . . . . . >~>UU j , ^ . , / . r ^ . . . . . . . uu.r . . c u , L . . n , » , U . . . . > . > . . . . / . r . . „ , . . „ .(. . i . r> .AAX» C»nH 

,.»«r«tt • " • • I . • / " • • • • • • T -• 
U LIST THfEz SALES GF THE ITEM QFFEaEg 

SALESCATE3CRV T GATE 1 NO Of U N I T S S C L O 

r i D c J a n u a r y 1987 \ 1000 

• F R I C S . U N I T 

J 1 1 6 . 6 7 

Q B • c F e b r u a r y 1987 1000 

DB _ Q I March 1987 1 375 

S 110.00 

S 130.00 

— ' " ^ — — ^ t t r T l Q N H - M A f t X t T PSICE iSw l^ilfyeup"! lar irtm Men rwiwrm I i . u - i . i ^ - . . . r 

. . . C « - H . ^ . U . R c t A . ^ . . A l l UN . f R . O L . O . I H J : > . A K . . T ^ . d r ^ T . O N 6ft O T . t f t e A . i . .^^ *<^^r.r J a . L . . . ̂ ^ ^^^^ -'•^^'' • 

AtVo A»l"i. lCAei.( Dl iCOLINT*. 

Per marketing survev conducted by Star Search Marketing for sale of sane 
or slailar Item from January through June 1987, the average sales price was 
?n6.67 for quantities sold in 1000 unit lot sizes by five competitors of 
ABC Corporation. See report attached. 

JECTION II I - LAW OB REGULATION l S « /nitfVKHinl ' B " ' * " [3 t»T f«v«fH.< 

U . . O e » T I > Y | ^ E . ^ „ O R > . I L t . U L > T I O N ^ r A > > U t H . r . G T » t . m c t u - . t H . » 

Per Trade Agreement between the United States government and the Japanese 
.overnment. the price in 1000 unit lota is $116.67 each. Call U.S. State 
Department for copy of treaty (202-647-2320). 

REP'^ESENTATION iU« fnifrvcrtom tor imm 14 ow 'wvr^a.j 
n c r ' ^ f c « * w i ^ i ^ ^ ' ' - * - ' • « > • - - " • » • • ' » • — • • - • - - - —^— 

; _ ^ _,., .„ „ , , , „ - n u mtdc ibov. .nd on .niehMna iubm.n«l tr i «cur.t. »nd trc «rt.mi.t«d lor the P"™» »*'li^JTJ.Vm'S'non ?o«° 
Th. oHtror ' « 0 ' ~ " » * * ' ^ l l " ; , ' 2 ^ „ o7or.c.n« d.a Th. oH„of i l n r,o,.«nti Ih.t cctpt . . . t i iM in v. • "» ' * " ' • ' " • • ^ . « ' " ^ ' » l l V . ^ n o ° tf>. c 
inuiitrrana lor lupmining cwtiliM *«' ' 'J' '^"„" ' , „ d«ni«<l bv • Govvrnntini Convaciina C«lctr ..iinin M<« tail J yMil P«rO'n« * " » " " ? _ l . d , , , 
in, .« . «n>. or • «'"»m|.IWj^nn.l.r^..m h „ ^^^^^^^'^'^^^.^^^^ll'lt ^H^^^^ p» ,n, Go«rnm,n,. un„l «.. ••»•'•"»" " ' V . ' . ' J t C o . ! ^ * - ^ " 
pou. .uooor™. ̂  * ; • ~^,7;S ,«^,'^„, /,om mu propo«l. .h. Conb«:,in, OKIcr or .ny o.n.r .u,nor..«( .mployM 0« in. Un..«l Su». Co- ' 
r „ \ ^ * « « » ^ ^ M . X . ^ . dS:um,;a. .nd 00.« .upponin, dia m.. »..lt pcrm.t vorllldlon ol m» cuim. _ _ _ _ _ _ 

• ^ ^ ^ ^ ^ ^ ^ - , ^ , — ^ . ^ ^ ^ ^ ^ ^ : — = . _ • . 1 i l ^ ^ ^ ^ ' ^ ^ ^ • ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ 

M T T V ^ E O « * * * £ , t i T L i . A H O r i H l -

Ernest Washington 
Vice President Sales 
ABC Corporation 

MSN TS<O.OI - l«a - * l ' * 
1«11- I0 I 

S T A N O A K O FORM 1412 1 IB • 
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COMHERCIAL BASE ITEM PRICE 

SALES 
CATEGORY 

RARELY EXEMPT 
IF EITHER OF 
FOLLOWING ARE 
TRUE 

REQUIRES 
INVESTIGATION 

USUALLY EXEMPT 
IF BOTH OF FOL­
LOWING ARE TRUE 

B&C SALES 

TOTAL SALES 
LESS THAN 35% 35% - 55% 55% OR MORE 

B SALES 

B&C SALES 
LESS THAN 55% 55% - 75% 75% OR MORE 

Note that category B Sales are at Pî bî ahed Catalog Prices 

Note that Category C Sales are at yppublished Discounts 

Note that to be exempt Category B Sales must be 55% or more of 
B -f C Sales 

Note the Requirements for lowest price of Category C Sales 

• Comparable Quantities, if none 

• Nearest to the Quantity being purchased 

• If no C Sales, then show B Sales at nearest quantity 

Note complete explanation is required if the price offered is not 
the lowest price at which a sale was made 



CATALOG EXEMPTION 

COMMERCIALITY TEST 

Using ABC Corporation Example: 

B + C Sales = 4.125 + 1.375 = 5.50Q_ = 55% 
Total Sales 4,500 + 4,125 + 1,375 10,000 

B Sales 4.125 = 4.125 = 75% 
B + C Sales 4,125 + 1,375 5,500 



1 ii^^+>Jv> 

The item being acquired is "a commercial item." (same as 
catalog) 

The item is sold in substantial quantities. Same as catalog 
except no specific ratios apply. 

Established market prices are current prices that are: 

• Established in the course of ordinary and usual trade 
between Buyers and Sellers free to bargain. 

• Can be substantiated by date from sources independent 
of the manufacture or vender. 



DataQuest 
• V n a company of 
A M I TheDun&BradstFeetCOTporation 



THE BASED ON TECHNIQUE 

(ASPM, VOL. 2, CHAPTER 13) 

1. The base item is commercial 

o Base item cannot be government 

2. The base item is otherwise qualified for catalog or market 
price exemption 

3. The differences between the government item and its commer­
cial counterpart can be identified 

4. The difference in price can be attributed to variations in 
items 

5. The price difference is judged to be reasonable 

NOTE: FAR 15.804-3(c)(7) permits use of cost analysis on dif­
ferences only. 



CONTINUED 

A Sole Source Award can be "based-on" adequate price competition. 
FAR 15.804-3(b) (3) . 

"If price analysis alone clearly demonstrates that the proposed 

price is reasonable in comparison with current or recent prices 

for the same or substantially the same item(s) purchased in 

comparable quantities, terms and conditions under contracts that 

resulted from adequate price competition." 



i BASED ON ADEQUATE PRICE COMPETITION: SOLE SOURCE | 

If the price analysis alone clearly demonstrates that the 
proposed price is reasonable. 

In comparison with current or recent prices for the same or 
substantially the same items. 

Purchased in comparable quantities, terms and conditions. 

Under contracts that resulted from adequate price 
competition. 



THE "BASED ON" EXEMPTION - CATALOG/MARKET 

• THE BASE ITEM IS COMMERCIAL (CANKOT BE A GOVERNMENT ITEM) 

• THE BASE ITEM IS QUALIFIED FOR THE CATALOG OR MARKET PRICE 
(SF1412) 

• THE DIFFERENCES BETWEEN THE GOVERNMENT ITEM AND ITS 
COMMERCIAL COUNTERPART CAN BE IDENTIFIED (DATA SHEETS, 
SPECS, DRAWINGS) 

• THE DIFFERENCES IN PRICE CAN BE ATTRIBUTED TO THE VARIATIONS 
IN THE ITEMS, QTY., PASSAGE OF TIME, TERMS, ETC. 

• THE PRICE DIFFERENCES ARE JUDGED REASONABLE 

• PRICE ANALYSIS OF DIFFERENCES IN PRICE 

• COST ANALYSIS (MODIFIED SF1411): FAR 15.804-3(c)(7) 

• ORDER SIZE, ANNUAL VOLUME, TIME SINCE MARKET ENTRY, AMOUNT 
OF COMPETITION SHOULD BE EVALUATED 



"BASED ON" CATALOG OR MARKET: FAR 15.804-3(0(6) 

COMMERCIAL OR GOVERNMENT ITEM 

1. End item is "similar" to a "commercial item." 

• May be modification, upgrade, special quality required. 

f May be a substitution 

• May be a new product 

2. The base item is a commercial item, sufficiently similar 
that price comparisons can be made without resort to cost 
analysis. 

3. The end item may be a government item. 

4. The base item is qualified for an exemption 

• catalog, or 

• market 

5. The difference between the Government item and its 
commercial counterpart can be identified. 

6. The difference in price is attributed to variations in the 
items, terms, volume, delivery, FOB point, commissions, 
inflation, etc. 

The price difference is judged reasonable. 



lAfiLEJ 

MARKET PRICE ANALYSIS 

FAR 16.804-3(c)(6) 

COMPARISON OF COMPANY VERSUS MARKET PRICES 

3RD QUARTER 1989 

COMM-ABC A.S.P. 
Adjustment Factor 

Mil-ABC A.S.P. 

Company 

$14.00 
6.5 X (1.) 

$91.00 

Market 
(LQW) 

$12.00 
6 X (2.) 

$72.00 

Market 
(HlKh) 

$ 15.00 
7 X (2.) 

$105.00 

(1.) Source of Data: See Table C, 

(2.) Source of Data: See Step 4, above. 

«>BpyrifM e 19B7, 
•cvt Contract A»Mcl«t«l 

All RlfhU RM*nr*d 



MARKST fRICS ANALYSIS 

FAR 1S.B04-3(CU6^ 

ELEMENTS SELLERO) MARKIl fiQUBCfi 

Commercial Product A.S.P. $ 22.50 * 22.60 (1) 

S/B DIP Package Adjustment X 1.5 X i-9Q (D 

Adjusted Price S/T 33.75 42.75 

Class B Processing Adjustment X 3.59 X 3.35 (1) 

Class B Product Price $121.16 $143.21 

Note (1): See DataQuest - MIL. I.C. Report, August 1989 

Note (2): Seller's data is frofli seller's analysis of its sales 
price history, July 1989. 



'^^^gmi 
'•'mn^ 

STANDARD COMMERCIAL ITEM 

• $20 each 9 300,000 units - $6,000,000 

ADDED PROCESSING TO MIL-STD: 

Delete Add 

Purch. Parts -$20K + $50K 

Mfg. Labor -$20K + $40K 

Mfg. O/H e 150% 

S/T Cost 

G & A 

Total Cost 

Profit 

jiiU 

$30K 

$20K 

$30K 

$80K 

$10K 

$90K 

$ 9K 

BEF. 

8ri412 
attached 

Explanation 
attached 

Firm Fixed Price $99K 

$6,099M 

No SF1411, no certificate of cost or pricing data, 
Difference is under $100,000. 



ASPM, VOLUME 2 

Techniques differ based on data available and procurement 
situations. 

They may be used in combinations — they are not mutually 
exclusive. 

Some techniques allow prediction of prices in cases where 
new products or services are being procured, or where 
significant changes in quantity or quality are being made. 

PRIMARY COMPARISONS 

a. Competitive 

• Competing offers 

Published Prices 

• catalog 
• market 
• set by law or 

regulation 

SECONDARY COMPARISONS 

• Prior contracts 
• Prior quotes 
• Similar items 

• Cost equations (CER) 
• Market data 
• Gov't/buyer est. 

AUXILIARY TECHNIOUES 

• Value Techniques 
• Visual Analysis 

(^ 



MAfiCTT PATA 

A broad collection of potential comparisons in this category 
helps you shape your ideas about prices, market trends, and 
technological advances. 

Newspapers, trade journals, and market indices can be used 
to validate assumptions, identify the need for adjustment, 
and even to make adjustments. 

COST EQUATION RELATIONSHIPS rCER^ 

CERs include yardsticks and parametric relationships such as 
dollars per pound, per square foot, per loaded labor hour, 
and other units of measure, they also can be used to adjust 
other comparisons by establishing common demoninators 
between dissimilar items. 

RATIO ANALYSIS 

Ratio analysis can be used to overcome differences in 
service and other contract offers that would otherwise make 
direct comparisons difficult. 



DoD INTEGRATED CIRCUIT PROCUREMENT* 
I f I S 

Rugged commtrcUl 
19II 

t1,3B 

1710 Sourc* D«« 
147S "183" Quel 
4S0 SMO* 
410 JAN« 
7TS00 SCOf 

I c t i 

Ruggtd cammticl i l 

Otffwih 
(Ka lu i 4)uot 

t l S B 
r—I ySCD 

Opperlunlly < ^ / ISX 

Pottn l la l 
$a00 million 

•nnual 
savings 

'Junt 1988 pro|«cllont • •S1 .T I 



Dataquest 
acompanyof 
The Dun & Brad^reet Corporation 



[ BF 1412 Dto<fftrm y ^ H n g P o l i c y 

1. Identify your intent to offer a price based on the lower of 
Distribution Cost catalog or recent Sales History for the saDoe or 
similar itans; reqpiiremants, schedules, and other terns being equal. 

2. Confirm the use of your Distributor Cost Catalog as your "catalog** 
and your Average Recent Sales Price History as your '̂ Duuicet price" 
data. Define hew each is prepaxeA and mnintalnM and reserve the 
right to re-issue the Catelog without prior notice. 

3. Establish as a policy that the buyer of MIL-grade devices gets the 
lower of your "catalog** (Distributor Costs) or •Hnarfcet price data" 
(your Sales Price History) for the same or similar tezms of like 
order quantity. 

4. Establish your przu:tioe of using Sales Price data for the Mllr-grade 
device to determine the "reasonableness of priced' by Price Analysis. 

5. Reserve the right to offer lower prices ancVor better texnd to buyers 
on order sizes above the Distributicm Cost Catelog quantity levels. 



*** CASE EXAMPLE OF "BASED-ON" EXEMPTION *** 

CLAIM FOR EXEMPTION FROM SUBMISSION OF CERTIFIED COST OR PRICING DATA 

1. OFFEROR iNtmi, •ddxii , lit Cixfi 

Government Contracts Associates 
1230 Oakraead Parkway, Suite 218 
Sunnyvale, CA 94086 

FO^M A '̂PF^OVCD OPVlBNO. 

3090 0116 

2. O^S/iitb^ii) ANO LdCATlOJ^t^^ W H E A £ wOAK~lt~fb Bt P E R F O R M £ D 

Same 

3- SOLICITATION MO 

ACME M i s s i l e Co . RFP No. Z I F 2 0 0 1 
*. ITEM OF SUPPLIES AND^On SERVICES TO BE FUHNtlHED 

GCA P/N 65GDU488BFC 

V QUANTITV 

6955 
«. TOtAL AMOUNT PROPO^^O FOR 

.TCM 2 1 4 . 4 9 2 

By submission of this form the otleror claims exemption from reQuircmena for submining certified cost or pricing dau on the basis that the price offered is 
based on an established catalog or market price of a commercial item told in substantial quantities to the general public or is a price «et by law or regulation 
(sM FAR 15 804 3) Complete Section I. I I . or III below as applicable 

SECTION I - CATALOG fRICE fSn Iniirucnoni for inmi 7 thru t1 on / V H H J 
T. CATALOC lOEMTlFlCATlOri ANO C>ATE 

GCA D i s t r i b u t o r C a t e l o g 1 - 2 - 8 8 

9 CATEGORtES OF SALES 

a. U S. Go\«rnment salei 

b Sales at catalog price to general Public 

c. Other sales lo general public 

TOTAL UNITS SOLD* 

• ' SALES PEPIOD CQVCFIEO 

, , „ ^ 10 /28 /87 1,^ 10 /25 /88 
IDr nEMAHKS 

See S c h e d u l e A A t t a c h e d 

If your teeountirtg «y»(f m doti not prvvUt pntclM In/ormatJon, fn«cr( your bcif rirtni«i« and t*pt»tn tht ba«l« for it In Jt«m )0. REMAHKS ConHnut on a 
Mparet* thttt. If ntctuary 

11 LIST THREE SALES OF THE ITEM OFFERED 
SALES CATEGORY 

. Q B [JC 

b D B n^ 
c D B n = 

DATE NO OF UNITS SOLO PRICE/UNIT 

s 

$ 

$ 
SECTION II - MARKET PRICE rSf* fnttrvcxiont for itrm 12 en /VMrse } 

12. 5£T FORTH THE SOURCE"Ar*D DATE OR PEftlOO OF T M E M A R K E T QUOTATION OR bTHfeft BASE POrt M A ^ K £ T PAt£E. THE BASE AMOUNT, 
AND APPLICABLE DISCOUNTS 

SECTION III - LAW OR REGULATION fS*» Imtniexions for item 13 on nvnt.j 
IJ, lOENTiF V THE LAW OR BtGULATlON tSTABLiSWiNi f HE PRiCt OFFERED 

REPRESENTATION fS« M. r Item 14 en r«v«rM.> 

The offeror represents that all itaterT>ents made above and on attachments submitted are accurate and are submitted for the purpoae of claiming exemption from 
requirements for submining certified cost or pricing data The offeror also represents that, except as s:Bted in an attachment, a like claim for exemption involv­
ing the same or a subitantiallv similar item has not been denied by a Government Contracting Officer within the last 2 years PerKJing considefation of the pro-
pout supported by this submission and. if this proposal or a modification of It is accepted by the Government, until the expiration of 3 years from the date of 
final payment urxler a contract resulting fiom this proposal, the Contracting Officer or any other authorized employee of the United States Govvrnment is 
granted access to books, records, documents, ar>d other supporting dau that will permit verification of the claim, 

14. T vr»tD IVAMt, TITLE, Ar*0 F|SM 

R i c h a r d B. K e l l y 
P r e s i d e n t 
G o v e r n m e n t C o n t r a c t s Ass 

19. aiSNATVnC 

o c i a t € S 

la QATt OF sueu^ssioN 

1 1 - 2 2 - 8 8 

NSN 794O'0M42'*t4e 
1413101 

STANDARD FORM 1412|IO't3l 
Pi<tcrlb*a by CSA 
FAR (41 CFR) S3 2132(0 



8CBED0I2 A 
nalm for KKWirt-lon of Cartified Post or Pricing Data 

1. The reciuired part minber and quantity are: 

qc^P/y Quantity Required 

65GDD488EFX: C,955 

2. The Fixn Fixed Price quoted by ocâ  is: 

Dnit Price Extended Price Delivery 

$30.04 $214,492.00 26 weeks ARD 

3. Applicable OCA DivisioVProduct Line: 

Logic Division 

4. Base OGonercial Item 

4.1 The "BFC" device is not listed in the GC< Distributor Catalog of 2 
January 1988. The itan required is a CerpaX device and has relative 
low demand. 

4.2 However, a same or similar conmercial device of the sane generic 
family, a 65GDD488BBC, in a CERDIP package, is listed in the OCA 
Distributor Catalog, page 35. 

4.3 The Sales History Catalog Report ••aCA-8HC88 dated Novendser 25, 1988 
for the period 10-28-87 through 10-25-88, shews that a majority of 
sales of aca^partihlu OezDIP devices analyzed were to the public, i.e., 
aold to distribution and CQ(>s. niezefore, the item is a oomnercial 
itao. FxoB page 290 of this Report, available for review at the OCA 
facilities in Sunnyvale, Ca., infoznation ervfiports the data 
siaanarized below: 

Sales History fPnits) Ratios 

Category A Sales s o (BK;) / (AfBtC) s 100% 

Category B Sales s 980 (B) / (BtC) s 88% 

Category C Sales s 130 

Total Units Sold s 1,110 



5. The differenoes between the Base Ocnmercial Iton and the Govenment End-
Use itoB required axe identifiable and can be analyzed by Price Analysis. 

5.1 Tbe **EKf* device required is packaged in a Oexpak, i.e., ODB in vbich 
the package is a flat profile vith leads laying cut flat frcn each of 
two appoaita sides. 

Product Variance; Both the ••BFC?* and the same or siadlar ••BEX?* 
devices are processed to MIL-8TO-883, Rav. C, Class B, paragnqph 
1.2.1 specifications, nierefore, they are essentially the same 
Mcoept for bonding vire diagraa and package type. 

Volune; Oerpaks are primarily for nilitaxy surface nount pacJutglng. 
Therefore, the voluoie of sales are small versus those of ocnmercial 
sales, which are nostly in DIP and LCX: packages. DIP, with the 
largest volvna, enjoys econoaies of scale in package and automated 
assembly and test costs. Whereas, Oexpak rec[iiire much greater manual 
processing since the low volxme demand does not justify the highly 
eiqpensive auto&ation involved with DIP. This difference in volvne 
between CeiDiP and oexpak cxeates a maxket price multiple of 2.57 to 
3.47 times that of the OerDIP unit price. 

5.2 To deteimiite the price variance for OexDIP vs. Oexpak, OCA eicamined, 
by Price Analysis and verification of unit price differences of KIL-
0n>-883B devices listed in the GCA Distributor Catalog foi.' the part 
nunbers listed below (note: ••&?• means a DIP and "FC" means Oerpak): 

65GDU351FC $25.00 
Factor = = = 3.47 

65GDU351£C: $7.20 

65aDD35ePC $25.00 
F a c t o r = = = 2.57 

65(2XJ356GC $9.70 

65GDU484FC $25.00 
Pactor = s = 3.23 

65GZ»4S4£C $7.75 

Iherefore, by aacamining the above, a Oexpak typically sells for 2.57 
to 3.47 times that of a OexDIP. A factor of 2.57, the lowest of the 
above factors, is selected to reflect the price differential between 
Oexpak and OexDIP devices for this analysis. To verify the above 
infoxmation, see pages 25 to 49 of the OCA Distributor Catalog; a 
ocpy is on file at the OCA facilities in Sunnyvale, CA.. 

n>e price multiplier of 2.57 is also sî iported by actual sales data. 
For flaaBi{>le, the 65GD035IBC vs. 65GDD351FC pricing, as doctioented in 
the Sales Price History Catalog, shews as average nailtiple of 3.3 
times for the 12 months sales as simmarized below: 

S5GDD351fiC: 16,337 units sold at an overage of $6.88 each 

65axi35IFC: 959 units sold at an average of $23.97 each 



65(3DD35irc $23.97 
Factor = = = 3.50 

65aDU351BC $«.88 

Therefore, a 2.57Z factor is the lowest mltiple shown fron the data 
available and is applied to the base ocmiBrcial item/ Which is the 
lowest at which OCA has sold a sane or similar device to anyone over 
the last 12 nonths. 

The unit price quoted for the 65(a3D488BFC is calculatad as follows: 

Onit Price s (base itflB unit price) x (package differanoe factor) 

s $12.00 X 2.57 

= $30.84 

Note: The $12.00 for the base coraerclal item is the reflective of recent 
sales history and is Icwer than the Distributor Catalog. Offering 
the lower price is consistant with the GCA 8F 1412 Pricing Policy. 

The SF 1412 for the base ooonercial item 6SGC)U488BBC is attached as 
BUfiportiDq data. 



CLAIM FOR EXEMPTION FROM SUBMISSION OF CERTIFIED COST OR PRICING DATA 
FORM APPaOVEO OMB NO. 

3090-0116 
ir OFFE.HDR ihtmt. oddnjj. Z}F CiKd*/ 

Government Contracts Associates 
1230 Oakmead Parkway, Suite 218 
Sunnyvale, CA 94086 

a. DIVI5LONIS) AMD LOCA^tONl&) WKERf: WORK 1$ TO BE PERFOHMEO 

Sane 

'l?:'tfE''{^Ts''sile Company R FP No. ZIP20C 
*. ITEM OF SUPPLIES SNO^OR StRwlCES TO BE FUBHISHED 

GCA P/N 65GDU488BFC 

5. QUANTITY t . TOTAL AMOUNT PROPOSED FOB 
ITEM 

$ . 
Bv lubmiuion o« xhii lorm iha otleror ctaimi axtrnDtion from requiremenb lor lubminirtg certified cost or pricing dau on the basis tt̂ at the prica oMered ii 
ba>ad on an ettablished catalog or market price of a commercial item lold in substantial Quantities to the general public or is a price » t by law or regulation 
(see FAR IS BCM 31. Complete Section I. II,or III below as applicable 

SECTION I - CATALOG >BICE ISe* Inilructioni tor ittmi 7 thru 11 on r>vin> ; 
7. CATALOG iOEr+TlflCATlO^«AHO DATE 

GCA D i s t r i b u t o r C a t e l o g 1 - 2 - 8 8 
B CATEGORIES OF SALES 

a. U S. Go>«rnment sales 

b. Sales at catalog price to general public 

c, Omar sales to ger>eral public 

TOTAL UNITS SOLD* 

- 0 -

980 

130 

t. SALES PEBIOD .:aveFIED 

FROM 1 0 / 2 8 / 8 7 |TO 1 0 / 2 5 / 8 8 
10. REMARKS 

See D i s t r i b u t o r C a t e l o g page 35 

See S a l e s P r i c e C a t e l o g page 290 

// your ueounnnf ryutm dot§ not providt prtelM Information, in$trt your bcil ttttmott and txptain th« bojf* for tt In ll«m 10. REMARKS Contin 
HCCnIf <ht*l it ntt^Muary. 

SALESCATEGOnv 

. Q B Q C 

b D B f^c: 

c. Q B a = 

11 LIST THREE SALES OF THE ITEMOf f 6R60 
DATE 

1 0 / 8 / 8 8 

1 0 / 8 / 8 8 

6 / 2 2 / 8 8 

NO OF UNITS SOLO 

80 

80 

300 

$ 

$ 

L_ 

PRICE/UNIT 

1 2 . 0 0 

1 2 . 0 0 

1 2 . 90 
StCTION II - MARKET PniCE ISrf Iniinielient lor mm lion nvtrtt ) 

l2rSET FOBTH T M £ 50UHCE AMO DATE OH PERIOD OF T H £ MARKET Q U O T A ' T I O M dfl OTHER BAsLf^OR MARKET PRICE. THt fiASt AHOUril , 
AND APPLICABLE DISCOUNTS 

Note: Sales Orders used in the Block 9 count above are marked on 
the Sales History Records with an "A", B" or located 
in the GCA Estimating File for this Order and are used as 
codes to sum values. 

SECTION III - LAW OR REGULATION (Set Irtitruciion) lor ittm 13 on rrytriw ) 
13. IDENTIFY THE LAW OR REGULATION E£TABLISHir<IG THE PRICE OFFERED 

REPRESENTATION fStt Intlrucllom forlttm 14 on rrixru.; 

The offeror repreients that all statements made above and on anachments submitted are accurate and are submitted for the purpose of claiming exemption from 
requirements for submitting ccrtilied cost or pricing data. The offeror also represents that, except as stated in an attachment, a like claim for exemption involv. 
Ing the same or a subsuntially similar Item has not been denied by a Government Contracting OHicer within the last 2 years. Pending consideration of the pro­
posal supported by this submission and. if this proposal or a modification of It is accepted by tf>e Government, until the expiration of 3 years from the date of 
finel payment under a contract resulting from this proposal, the Contractir\g Officer or any other authorised employee of the United States Government is 
granted access to books, records, documents, and other supporting data that will permit verification of the claim. 

1 * . T VPED ri*lyl£. t ITLE. ANC3 Fiftw 

R i c h a r d B. K e l l y 
P r e s i d e n t 
G o v e r n m e n t C o n t r a c t s As so 

IS. SICKATURE 

= i a t e s 

I t DATE OF S U B M I S S I O N 

1 1 - 2 2 - 8 8 

NSN 79«0.ai'14I.>l4« 
1411-101 

STANDARD FORIM 1«12 |10 I ] ) 
Pretcrtoeo Dy GSA 
FAR (4tCFR| J] l i s 2|b) 



Dataquest 
a company of 
The Dun & Bradstrect CorpOTation 



C t A I M FOR EXEMPTION F R O M SUBMISSION OF C E R T I F I E D COST OR PRICING D A T A 

IVl&LieiTATIBiqRC. 

irtSRMAvpRovEbfiMana, 
soMone 

1. OFFCnOH (N*m*, •ririnit, tir CoW*̂  

Company 
Silicon Valley, California 

k. biVltioN(st AMO LOcAtl6H(i) WĤ fcC woltk is TO M PE^FOAMED 

Fab f. t e s t , S . V . C a l i f . / A s s y i n S .Kor^a 2400 

V e r b a l r e q u e s t from OEM t h r u S a l e s Rep 
4 hHii Sr ruFPllEa ASb/oh n h v t c t i TO kl t^Uhhiatttu 

Mil-ABC i n CERDIP p a c k a g e and p r o c e s s e c 
t o M i l - S t c l - 8 8 3 , C l a s s B, 1 . 2 . 1 

t.aOAt^iltv i. iAikl AU6UHt ^H6PO«O f 6ft 

iT2 i8 .4OO.OO 

By •ubmlMlon of Ihit lorm Ihe odwor cUlmg txamptlon Irom raqulremento lor tubmltllng cwlKlad coti or prkina d«la on lh« bnti »•»•'*'• •"l^-SiH.Hol! 
UMd on an tiKbllihad catalog or nurkat prica of a commercial Item loki In lubttantlal quantlllai to Iha ganaral public or to • prica lal by law or reguiaiiun 
laea FAR 16.804 3). Complata Section 1,11. or I I I below at applicable. 

7rCiffSLo5TDtHTiFiIST)o?rSRD"5ATT' 
SECTION I - CATAtOO PHICE IS— Intuucllmf for Ituiu 7thnitton rtntrm.l 

9. CATEGORIES OF SALES 

a. U.S. Oovarnment lelei 

b. Salai at caulog prioa to general public 

c, Olhar Hiei to garwral public 

TOTAL UNITS SOLO* 

I . SALES PCttlOt) COVERED 

FROM 
1^. KEMAAKt 

TO 

• / / your aetounrrnf lywUm *of not pnvUt praclM Inrormallon, Inaarl your b«fl aillmafa mnd «jrplaln lh( fcaalt for II In Ilam 10. HEMAnKB. Ccnltnut on a 
•tparah •*••(, It n»e«M«r». ^ 

It. LIST THREE SALES OF THE ITEM OFFERED 

SALES CATEGORY 

D Dc 
Q B D C 

D B D C 

DATE NO. OF UNITS SOLO PRICE/UNIT 

SECTION I I - MARKET PRIGS (S»* tnnnKtlam tor Ittm 12 on nimrr*.} . , , . . , 
U iET PaRTH fvil laUffgE AHP bkM CR PEftlBfl 6P THE MABHFf OLJOtATiaH SB BTHEH l A l E FOB MABKET PHICE. I h e BASH X M U J R T . 

A N D APPLICABLE OISCOUNTS. 

The price quoted is a market price based on the established market price of a 
similar market priced commercial product per FAR 15 . 804-3(c)(6). (See 
continuation sheet) The unit price is $91.00 each, based on 3rd Qtr. 1989 
published market data. 

SECTION III - LAW OR WeOULATION (Stt Initrvethni for limn t3 on imrtiu.t 
I s . IbkNTlpV T H | I L A W oh. IlkoULATION ESTABLISHINO THE PRICE OFFEREO 

REPRESENTATION (Bt* Inilrvcllont for Item M on remrM.) 

The offeror repratenti that all itatemenU made above and on atlachmenlt lubmltled are eccurata and are itubmltted lor Ihe P«"P(>«* «>' clelming •"•TS!'??'j^l, 
requlremento for »ubmlt«lng certified cojt or pricing dete. The o f . . -.. - . •. — . . . . n . m x a 
Ing the Hme or a tubtunllelly ilmllar Item ha< not been denied I 
poul lupportad by thli lubmlnlon end. If Ihli propoHl or e modification of It li accepted by tite OovernmenI until Hie 
final peyment under a contract ratulting from thli proposal, the Contracting Officer or any otlier euthoilted employ* 
granttd Boe«« to booki, raoordi, documanu, and othar tupportlng data that will permit varlltcatlon ol tha claim. 
U. TVPEP NAMt. T I T L l . Ahb M R U l l l . k l d N A T U R t l U . D A T e O F « U B M . H i u N 

Honest A. Lincoln, CFO 
Chips Incorporated 

;^ a. -zS^^^^<T^o 15 October 1989 

MSN 7S40 0l'142'*a4f 
I4 ia 101 

STANDARD FORM 1412 llO.t 
Piaicrlbtd By GSA 
FAR (4* CFR) S3.11S>|b) 

iT2i8.4OO.OO


INSTRUCTIONS TO OFFERORS SUBMITTING 
CLAIM FOR EXEMPTION FROM SUBMISSION 

OF CERTIFIED COST OR PRICING DATA 

' 'n 7. Attach a copy of the catalog, or the appropriate 
^s covering price and published discounts, or a state­

ment that the catalog Is on file in the buying office to 
which this proposal is being made. Catalog price, is a 
price that is included In a catalog, price list, schedule, or 
other form that is regularly maintained by the manufac­
turer or vendor, is either published or otherwise available 
for inspection by customers, and states prices at which 
sales are currently, or were last, made to a significant 
number of buyers constituting the general public. To 
justify 8 catalog price exemption for the Government 
item, the catalog item must be identical or must be so 
similar in material and design that any price difference or 
its absence can be evaluated solely by price analysis (see 
FAR 15.805-2). In the latter case, a statement must be 
attached identifying the specific differences and explain­
ing, by price analysis of the differences, how the pro­
posed price is derived from the catalog price. 

Item 8. This period should include the most recent regu­
lar monthly, quarterly, or other period tor which sales 
data are reasonably available and should extend back 
only far enough to provide a total period representative 
of average sales. You may also attach sales data for a 
prior representative period if for any reason recent sates 
are abnormal and the prior period is sufficiently recent 

>t more than 2 years preceding) to support the pro-
, -sed price for the Government item. In the latter case, 
you must explain, by price analysis only, how the pro­
posed price is derived from the catalog sales for the prior 
period. 

Item 9. (a) Include in Category A all sales of the catalog 
item (a) directly to the U.S. Government and its instru­
mentalities and (b) for U.S. Government use (sales 
directly to U.S. Government prime contractors, or their 
subcontractors or suppliers at any tier, for use as an end 
item, or as part of an end item, by the U.S. Government). 

(b) Include in Category B all sales of the catalog item 
made strictly at the catalog price, less only published dis­
counts, to the general public (i.e , catalog price sales 
other than those (i) to affiliates of the offeror or (ii) in­
cluded in Category A (Instruction 9(a)). 

(c) Include in Category C all sales to the general public 
that were not made strictly at the catalog price or that 
were made at special discounts or discount rates not pub­
lished in the catalog. 

Item 11. On line a. insert information on the lowest price 
which Category 8 or C sales of the offered item was 

made during the period, regardless of quantity. 

On lines b. and c. insert sales Information in the 
following manner. 

a. Give the lowest price Category C sales of 
comparable quantities. If there were no sales 
of comparable quantities, then give 

b. The lowest price Category C sales of quanti­
ties most nearly the quantity being offered. 
If there were no sales of Category C, then 
give 

c. The lowest price Category B sales of com 
parable quantities. If there were no sales of 
comparatjle quantities, then give 

d. The lowest price Category B sales of quanti­
ties most nearly the quantity being offered. 

Attach a complete explanation (i) if you, dur­
ing the period covered, offered special dis 
counts not Included in the catalog, or (ii) if the 
price proposed is not the lowest price at which 
a sate was made to any customer during that 
period for like items and comparable quanti­
ties. 

Item 12. Market price is a current price, established in the 
usual and ordinary course of trade between buyers and 
sellers free to bargain, that can be substantiated from 
sources independent of the manufacturer or vendor. 
There must be a sufficient number of commercial buyers 
so that their purchases establish an ascertainable currerit 
market price for the item or service. The nature of this 
market should be described. To justify a market price 
exemption, the item or service being purchased must be 
identical to the commercial item or service or must be so 
similar in material and design (for supplies) or in work 
and facilities (for services) that any price difference or Its 
absence can be evaluated solely by price analysis (see 
FAR 15,805 2). In the latter case. 8 statement must be 
attached identifying the specific differences and explain­
ing, by price analysis of the differences, how the pro­
posed price is derived from the market price. 

Item 13 Identify the law or legulatlon establishing the 
price offered. If the price is controlled under law by 
periodic rulings, reviews or similar actions of a govern­
mental body, attach a copy of the controlling document, 
unless it was previously submitted to the contracting 
office. 

Item 14. Insert the name, title, and firm of the person 
authorized by the offeror to sign this form. 

r»r inlt ht lh« Biipcrltilrnilfnl ol nDcnmtnU. U.B OoTtrnmeBl rdiitliiK 0 « M WliWntloii . B.C. f040» 

tTANOARD FORM 1411 BACK (10 «3) 

« CfO • 1«4 O - 42«-S26 (210) 



SF1412 CONTINUATION 

This claim of exemption from the submission of certified cost 
or pricing data is prepared in accordance with FAR 15.804-3{c)(6) 
and the ASPM, Vol. 2, Chapter 13-8, "based on" the established 
market price of a similar, market priced commercial item. 

It is the established policy of the company to sell at cur­
rent market prices. 

Per ASPM, Vol. 2, the following five steps are to be 
followed: 

1. The base item is commercial. 

2. The base item is otherwise qualified for the catalog or 
market price exemption. 

3. The differences between the government item and its commer­
cial counterpart can be identified. 

4. The differences in price can be attributed to variations in 
items. 

5. The price difference is Judged reasonable. 

Step 1: The required item is a Mil-ABC part, mounted in a 
ceramic-dual-in-line package, Mil-XYZ, and processed to Mil-Std-
883, Class B, Para. 1.2.1. standards. The base commercial coun­
terpart for Mil-ABC is part COM-ABC. 

Table A displays the past twelve, consecutive months of sales 
of the COMM-ABC devices. Table A demonstrates that substantial 
sales of the COMM-ABC products have been made to the general 
public. Therefore, COMM-ABC is a commercial item within the mean­
ing of FAR 15.804-3(c). 

Step 2: The base item is qualified for exemption in that 
there is an established market price for COMM-ABC devices within 
the meaning of FAR 16.804-3(c)(2). Ref: Dataquest Report, Com­
mercial Semiconductor Prices, August 1989, page 105, line 8 for 
the established market price of between $12.00 to $15.00 for 3rd 
Quarter 1989. 

Step 3: The differences between the Mil-ABC and COMM-ABC are 
recapped as follows: 

CQMM-ABC Mn-ARC Required 

Package: Plastic DIP CERDIP 
Processing: Commercial Mil-Std-883, Class B 



An examination of the company published data book, Memory 
Devices - 1989. pages 101 versus 280 will provide product descrip­
tions and specifications permitting a verification of specific 
differences. Also, see page 5 of the data book, which explains 
the company part number descriptions which are a means of Compar­
ing these products. 

Step 4: The differences In price can be attributed to these 
primary differences in package and process. See Dataquest 
publication. Military Semiconductor Prices. August 1989, page 300 
through 303, reflecting that the established market prices for 
military versions of this device, i.e., 256K SRAMS, are six to 
seven times the established commercial prices of 256K SRAMS, and 
that the explanation of price differences is as follows: 

Low hieh 

Package = 1.90 x to 2.00 x 
Processing = 4.10 x fiOO x 

Total 6.00 X to 7.00 x 

Step 5: Table B summarizes the comparison of price analysis, 
basei on the company's sales price experience versus the market 
price Indicators published by Dataquest for the past quarter. 

The company has determined the price of $91.00 each to be 
reasonable, based on price analysis by comparison of company ex­
perience versus market price experience. (See Table B) 



IAfiL£L-& 

SALES HISTORY, COMM-ABC PRODUCTS (PLASTIC PACKAGE) 

(EXCLUDES GOVERNMENT, FMS, AFFILIATES, DISTRIBUTION) 

QUARTERLY 
MONTH QUANTITY QEM UNIT AVE. PRICE 

$14.00 

$16.00 

$18.00 

$20.00 

Sept 
Aug 
Jul 
Jun 
May 
Apr 
Mar 
Feb 
Jan 
Dec 
Nov 
Oct 

'89 

•89 
•88 
'88 
•88 

Total 

10, 
9. 
8, 
7. 
6, 

10, 
9 
8, 
7 
6 
10 

,000 
000 
,000 
000 
,000 
,000 
,000 
,000 
,000 
.000 
,000 

9.000 

90 ,000 Units 



TABLE B 

MARKET PRICE ANALYSIS 

FAR 15.804-3(c)(6) 

COMPARISON OF COMPANY VERSUS MARKET PRICES 

3RD QUARTER 1989 

COMM-ABC A.S.P. 
Adjustment Factor 

Mil-ABC A.S.P. 

Company 

$14.00 
6.5 X (1.) 

$91.00 

Market 
tLow) 

$12.00 
6 X (2.) 

$72.00 

Market 
rHteh) 

$ 15.00 
7 X (2.) 

$105.00 

(1.) Source of Data: £.ee Ta^le C. 

(2.) Source of Data: See Step 4, above. 



TABLE C 

SALES HISTORY, MIL-ABC PRODUCTS 

(CERDIP Package, 883B Process) 

(Excludes Distribution) 

UQHIH 

Sept '89 
Aug 
Jul 
Jun 
May 
Apr 
Mar 
Feb 
Jan '89 
Dec '88 
Nov '88 
Oct '88 

Total: 

QUANTITY 

1.500 
1,350 
1,200 
1,000 
5,000 
5,000 
1,350 
3,000 
2,000 
1,000 
2,000 
3.000 

17,400 

QUARTERLY UNIT SALES PRICES 
OEM/DTRKCT FEDERAL SALES 

$91.00 

$93.00 

$95.00 

$97.00 

Price factor for military versus commercial, 3rd Quarter 

Table B, 3rd Quarter Price = $14.00 
Table C, 3rd Quarter Price = $91.00 

$91.00 - $14.00 = 8.5 X 



Dataquest 
aoHnrafiyof 
Ttie Dun& Bradstreet Corporation 



FAR 15.804-3, REVISED 

CHANGES IN CATALOG EXEMPTION 

1. COMPUTATIONS FOR ITEMS OVER $50.000 

o Category A: Government end use sales 

o Exclude sales based on competition 
o Exclude sales under GSA schedules 
o Include sales to foreign governments 

o Category B: Sales to general public at established catalog 

o Include government sales based on competition 
o Include GSA sales up to 75% of total Cat. B. 
o Exclude sales to affiliates 
o Exclude government end use, foreign govern­

ment sales 

o Category C: Sales to general public ft other than catalog 

o Exclude sales to affiliates 
o Exclude sales to foreign governments 
o Exclude government end use sales 

2. CERTIFICATES ADDED TO CATALOG EXEMPTION 

o FAR 52.214-30 Price Reduction for Defective Catalog Price 
Data - Modification - Sealed Bidding 

o FAR 52.215-27 Price Reduction for Defective Catalog Price 
Data 

o FAR 52.215-28 Price Reduction for Defective Catalog Price 
Data - Modification 

3. ENCLOSURES: CATALOG 

o Copy of catalog 

o Copy of discount policy 

o Identify applicable discount policy and explain why 



PoflM A W R 6 V E D opvifc Ho. 

3 0 9 0 4 1 1 6 
C L A I M FOR EXEMPTION FROM SUBMISSION OF C E R T I F I E D COST OR PRICING D A T A 

1. OFFEROR fUmmt. MUmt. £/P Cl>4t> 

i. Divistorl i i ) A N D LOcAYiofJii) Vty\tnt wohK IS T O BE P E R F O R M E D 

l . l & L i f i T A T I & N N f i . 

4. ITEM OF iUPPLits AND/Oh lERVlCE* TO BE FUHNIst i tu 

9. QUANTITY • . TOTAL AMOUNT PROPOSED FOR 
ITEM 

^ 
By submission of this form the offeror claims exemption from requirements lor submitting certified cost or pricing data on the basis that the price offered Is 
based on an established cetaiog or market price of a commercial item sold In substantial quantities to the general public or Is • price set by law or regulation 
(see FAR 16.804-3). Complete Section I, I I , or III belovy as applicable 

SECTION I - CATALOG PRICE (St Intlwctlont for Ittmt 7 thru It on n n n e j 
7. CATAl-OO IDENTIFICATION AND DATE 

9. CATEGORIES OF SALES 

a. U.S. Government sales 

b. Sales at caulog price to generai public 

C Otfier sales to gsnerai public 

TOTAL UNITS SOLD* 

«. SALES PERIOD COVEREO 

FROM |TO 
10. ^^MARKS 

If your aecoutiHng «y«fvm do9» not providt prtcU* information, inatrt your b€$t wattmate and fxplafn fh« batia for It tn item 10, RBMARK8. Contin 
$*parata $fitmt, if naetuary. 

SALES CATEGORY 

/. n^ Dc 
7^ D B Q C 

3. D B D C 

11 LIST THREE SALES OF THE ITEM OFFERED 
DATE NO. OF UNITS SOLD 

$ 

$ 

$ 

PRICE/UNIT 

SECTION II - MARKET PRICE (Sn Inttruetiont for Item 12 on rtviru.l ••. • 
ii ifeT FORTH t n e ibuhU AUb bfkte 6k Hk\6o 6t T H E MAhk^t flJibTATiohJ flR M U E R 6ASg F6H MABkEt P B I C E . T H E B A B ^ AMOL^F^ , . 

ANO APPLICABLE DISCOUNTS, 

SECTION III - LAW OR BEOULATION IStt Imtrvettont for Ittm 13 on rm*n§.) 
i i / l B t N T I F Y THt LAW Ofl ffEQULATION tsTABLISHINO T H t PRICG OFFERED 

REPRESENTATION ^Stt Initrucllnni tor Item 14 on nMiw.f 

The offeror represents that all statements made above and on attachirtents submitted are eccurete arid are submitted for the purpose of claiming exemption from 
requirements for submitting certified cost or pricing deta The offeror also represents that, except es stated In an attachment, a Ilka claim for exemption Involv­
ing the same or a substantially similar item has not been denied by a Government Contracting Officer within the iMt 2 years. Pending consideration of ttra pro­
posal supported by this submission and. If this proposal or a modification of It Is accepted by the Government, until the expiration of 3 years from the date of 
final payment under a contract resulting from this proposal, the Contracting Officer or any other authorized employee of the United States Government is 
granted access to books, records, documents, and other supporting data that will permit verification of the claim. 

^YPED NAME, TITLE. AND FIRM IS.SiaNATURE I T SAVE 6F SUSMISSIO^ 

NSN 7540 0I'142'9*46 
1412-101 

STANDARD FORM 1412 (lO-O) 
Prescribed by OSA 
FAR (4* CFR) S3.21S2(b) 



COMMERCIAL BA8I ITEM PRICE 

SALES 
CATEGORY 

itARELY EXEMPT 
ir EITHER OF 
FOLLOWINO ARE 
TRUE 

REQUIRES 
INVESTIGATION 

USUALLY EXEMPT 
IF BOTH OF FOL­
LOWING ARE TRUE 

BfcC SALES 

TOTAL SALES 
LESS THAN 35% 35% - 55% 55% OR MORE 

B SALES 

BfcC SALES 
LESS THAN 55% 55% - 75% 75% OR MORE 

Note that category B Sales are at Pq^»UFht4 catalog Prices 

Note that Category C Salee are at UnpMbllfhetj Discounts 

Note that to be exespt Category B Sales Bust be 55% or nore of 
B + C Sales 

Line 11. If B less than C quantity, provide 3 price examples at 
B or C sales, as follow: 

o Three lowest cat. B sales, comparable quantity and 
terms 

o If not, lowest cat. B, nearest quantity and terms 

o If not, lowest cat. C, nearest quantity and terms 



FAR 15.804-3, REVISED 

Changes: Add a l t e r n a t e method - c a t a l o g 

E l i g i b i l i t y : When tVta l ( ^ r p o i a t e commercial sijles \ a re \90Si 
motf-e oA t o t a l corpora te^ s a l e s \ â nd 

comWrciiil s i l e s W theXdivisVon oA uniA makiivg t\\ 
s a l e \ a r e ^05E. O\J- morV of -utie t o t ^ l d iVis io* or \ un l1 
sa l e i 

Threshold: Not to exceed $1.0 million. 

Procedure: (1) Certify price(s) offered are no higher than 
lowest price charged any end user customer under 
similar terms, conditions and quantities (see 
52.215-xxx). 

(2) Prices offered were developed during most 
recent period sales data are readily available. 

(3) Include price reduction clauses 52.214-30, 
52.215-27 and 52.215-28. 

(4) Include audit clauses 52.214-16 and 52.215-2. 

ALTERNATE PROCEDURE CERTIFICATES 

FAR 52.2l5xxx: Certificate foC ̂ $e llL Alternate Procedure for 
Commercial Pricing. 

o "Price(s) offered are no higher than the lowest prices 
charged and U.S. general public customer in the same customer 
class" --

o Access to records for three years 

FAR 52.215-2: Atfdjt - HegQtJatJgn 

o Data related to established catalog price 
o Access to records for three years 
o Flowdown to all subcontractors over $50,000 

FAR 52.214-30: Price Reduction for Defective Catalog Price Data -
Modification - Sealed Eid 

o -- "government relied on Alternate Procedures" in 15.804-
3(f)(6) 

FAR 52.215-28: Price Reduction for Defective Catalog Price Data -
Modifications 

o -- "when using Alternate Procedure in 15.804-3{f)(6)' --

file:///90Si
file:///unl1


FAR 15.804-3, REVISED 

INDIVIDUAL OR CLASS EXEMPTION 

1. Lowered authority level to contracting officer (buyer) -- up 
to $1.0 million per order. 

2. Chief's approval (supervisor) still required if order is over 
$1.0 million per order. 



FAR 15.804-3, REVISED 

OTHER CHANGES 

1. Requests for cost or pricing data on competitive source 
selections are prohibited. 

Submissions are limited to cost realism cases only. 

2. Based on competition and based on market exemptions are the 
same as before except they are expressly excluded from 
certificates. 

3. Verification of claim by audit is mandatory on orders over 
$1.0 million. 

4. New products with no sales may be exempt. 

5. Discontinued produces may be exempt without substantial sales 
to the general public. 

6. Products may be exempt by price analysis of differences only 
or by a price based on a commercial product. 



DataQuest 
acomiKinyof 
The [Hin & Bradstreti Corporation 



THE OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE 
M A S H I N C T O N . O.C. aoiot-sooo 

jow ] 6 ym 
DUCTION AND 
LOGISTICS 

(P/CPF) 

MEMORANDUM FOR THE DIRECTOR, DAR COUNCIL 

cnoTPrT- Revision of Federal Acquisition Regulation 
SUBJECT. 7jYi"i5.804-3, Exemptions from Submission of Cost or 

pricing Data and FAR 31.205-26 Material Costs 

Cool-ion 2325 Title 10. United States Code, Preference for 
^ ?oi^ental items, states that the Secretary of Defense 

Nondevelopmental Items extent practicable, the 
shall ensure ^hat to the^maxim ^^^^^^/^^^ fulfilled through 

^^fnrocuriment of nondevelopmental items (NDI). Th^ NDI stat-
IT. ^SandeSand strengthened the existing emphasis on procuring 
^«LaSial products to cover all NDI, including previously 
commercial prou weapon systems or components and 
developed Items such as veaponsy ^^^ impediments or restric-

r " f to the maximS practicable acquisition of NDI, including 
thosi in SjuTafions and procedures, be identified and removed. 

The General Accounting Office (GAO) R^PO"^/°* ?^-^^ 
4̂i-T25 "DoD Efforts Relating to Nondevelopmental Items, 

^ " ^ ! ^ d . S that a Defense Ac^isition Regulatory (DAR) case be 
"^°^?shed tS examine whetherchanges to the regulations are 
^!^dad to eniSre that contractors do not face possible loss of 
!^nS exeSpJionsonly because the amount of previous sales of the 
^ ™ of items to the Government based on adequate price 
same type of items ^° regulatory thresholds. The 
coi^petition exceed esc ^ concurred with the GAO recom-
Office of ^'^^/J^^^j^'^estimony before the Senate Committee on 
n,endation. ^^"JJ^^"^„th industry and the Department of Defense 
^ f f ™ r t h e n^eS to'^simplify cSltracting for commercial 
products. 

The proposed DAR case from the Acting Director, Cost, 
Pricing and Finance is attached for your consideration. 

SISHED 
Eleanor R. Spector 
Deputy Assistant Secretary of 

Defense for Procurement 

Attachment -



T H E OFF ICE OF T H E ASSISTANT S E C R E T A R Y OF DEFENSE 
wASMiMCTOH. o.c. toaei-aooe 

1 6 JUN t9c;: 
cDUCTION A N D 
LOGISTICS 

(P/CPF) 

MEMORANDUM FOR THE DIRECTOR, DAR COUNCIL 

SUBJECT: Revision of Federal Acquisition Regulation 
(FAR) 15.804-3, Exemptions from Submission of Cost or 
Pricing Data and FAR 31.205-26 Material Costs 

I. PROBLEM; 

Commercial vendors that do not submit cost or pricing data 
to the Government are prohibited from selling to the Government 
unless they obtain an exemption under FAR 15.804.3, Exemptions 
from Submission of Cost or Pricing Data. Both industry and 
Government recognize that the current coverage of FAR 15.804-3 
does not adequately address unique situations which currently 
prevent commercial vendors from obtaining an exemption from cost 
or pricing data and therefore prevent commercial vendors from 
doing business with the Government because they do not have the 
accounting systems to provide cost or pricing data. 

II. RECOMMENDATION; 

That the FAR be revised as set forth in Tab A. 

III. DISCUSSION: 

Section 2325, Title 10, United States Code, Preference for 
Nondevelopmental Items, states that the Secretary of Defense 
shall ensure that, to the maximum extent practicable, the 
requirements of the Department of Defense are fulfilled through 
the procurement of nondevelopmental items (NDI). The NDI stat­
ute expanded and strengthened the existing emphasis on procuring 
commercial products to cover all NDI, including previously 
developed items such as weapon systems or components and 
reflects the Congress* desire that all impediments or restric­
tions to the maximum practicable acquisition of NDI, including 
those in regulations and procedures, be identified and removed. 

The General Accounting Office (GAO) Report No. 89-51 
entitled "DoD Efforts Relating to Nondevelopmental Items," 
recommended that a Defense Acquisition Regulatory (DAR) case be 
established -to examine whether changes to the regulations are 
needed to ensure that contractors do not face possible loss of 



such exemptions only because the amount of previous sales of the 
same type of items to the Government based on adequate pricf 
competition exceed established regulatory thresholds! ?he 
Office of the Secretary of Defense concurred with th^ GAO 
recommendation. '̂̂ " 

GoveriSenr^fairsr^boS indSstri'^nfj^rOeo:^"^? °! n 
affirmed the need to simplifJ^^^t^ll^ti^J JofSSrcJfI'^^^S^" 
ucts. Federal Acquisition Regulation (FAR! 15 aoT-i?^? « ^ ^ I 
exemptions to the requirement'^for sSEmissVon of cost^ol S"^^**«= 
data when it is determined that prices »r^h=.^L ^ pricing 
price competition are based̂ ôn estabUsh^d'cftfl^/^^^Sf^ 
prices of commercial items sold in substantial quStTt[es to th. 
general public, or are set by law or regulation. 

One of the main objectives of the proposed DAR case i^ <-« 
further the policy to buy commercial produces by relJIna on 
price analysis techniques to the maxiSua extent possiiJe ?n 
negotiations. The proposed change also addr:Sierthf J^liSwing 

o new and discontinued commercial products which ir. ««.,*-
cases do not meet the substantial quantities test f«r- H^ l< 
from submission of certified cost S pricinj Itll; «^«"'Pti°" 

o changes the threshold from S2S nnn •-« »^ ^^.L. J ̂  
of $50,000 or more for items rehiring an s? ??if "J?'*̂ '* T^"^ 
Exemption from Submission of CeSlllel JSsror'pricSg'Sat^; " 

eliminate"th^^com"e?fo?:uil?^^'°" °^ " ^ " categories to 

o proposes an alternate procedure un tn » H«II,.. *-W ». ,. 
of $1,000,000, that excludes highly co^me^cialcfSiinL?^"^"^'^ 
submitting an SF 1412 when certLi^cJ^^Srir^re SS^rlnd '"" 

case doS%"S%t'?L?rne%^^^af?^L"c"^i?L?; ?Sr?a'i°? "^^ ^^^ 
market-price exemption from the Chief of tif n^\ ^t]°^ ~ °'' 

n,oSo,ooS?"^^'"^ °"^"^ up ?o^^2JiLV?;,^SSr^J"^ °"^" 
IV. COLLATERAL REOUTREMyfJT«;; 

Public comments should be sought as inHii«=i-»-„ K.^ 
wide interest in this area. The coiMuents ŵ  11 7i i ê 'Pressed a 
nity to assure that the final rule i^as^l^i ! ^ ° " an opportu-
proposed rule will be PublicizeS'L'?he%Ide"Il"eSIter'f;r f " 
60-day period after which any comments received willbe 
considered before the final rule is issued. 



DISCUSSIONS OF 
RECOMKENDED PROPOSED REVISIONS 

TO THE FAR 

/ 
NOTE A. This change includes the Price Reduction clause included in DAR 
case 85-37 and approved by the CAAC but alters the clause to apply only 

v̂ vrtien using the Alternate Procedure explained in Note T. 

NOTES B and C. The addition of paragraph (c) (1) emphasizes the policy 
as reflected in Section 2325, Title 10, USC, Preference for Nondevelop-
roental Items, and the recent testimony before the Senate Conmittee on 
Government Affairs where both industry and the D^>artment affirmed the 
need to sixnplify contracting for commercial products. Paragraj* (c) (2) 
stresses the need to rely on price analysis techniques to the maximum 
extent possible in negotiations. 

NOTE D. This change is made to broaden the meaning of "sufficiently 
similar" to allow as much flexibility as possible. Industry has 
complained that price analysts and auditors have gone to great lengths 
to show that terms and conditions are different and, therefore, not 
eligible for commercial based pricing. 

NOTE E. Some companies use the computer as a "real time" catalog to 
eliminate pricing errors and to make price changes more immediate. 
Industry has cooqalained that because the computer is not a written 
record, auditors have rejected this approach. 

NOTE F. DAR Case 85-37 expanded the definition of established catalog 
price to include a provision for adjustment factors which can be applied 
to the catalog price. We have changed the wording slightly. The CAAC 
approved the DAR Case 85-37 change. 

i^ NOTE G. Clarification of vrtiat constitutes sales data was included in 
DAR case 85-37 and approved by the CAAC. 

NOTE H. "U.S." was added to clarify that the definition of Government 
sales includes only sales to federal agencies, not sales to state and 
local governments and clarification was needed to show that an FMS sale 
is a sale to U.S. Government (on behalf of a foreign Government) 2lot a 
sale for U.S. Government end use. Both changes were in DAR Caser87V37 
and were approved by the CAAC. ^ ^ 

NOTE I. Defines "new", "modified" and "discontinued" commercial 
product. 

NOTE J. This change is intended to enqphasize that the responsibility 
for submitting the required information is on the offeror. 

NOTE K- The threshold of the total proposed amount of items considered 
to be conunercial products remains at $100,000; however, the threshold 

TaJr- fr 
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has been changed from $25,000 to an extended value of $50,000 or more 
' for items requiring the submission of a SF 1412. 

NOTE L. This section states that if a product or service is included on 
an active GSA Multiple Award Schedule (MAS) contract, it is understood 
that the Government has determined that the vendor has demonstrated that 
the product or service meets the test of "commerciality" and the 
submission of a SF 1412 is not required and should not be requested. 

NOTE M. The reference to U.S. Government sales of 65 percent to total 
sales is explained in Note N. 

NOTE N. We have proposed restructuring the designation of sales 
categories to eliminate the complex formula, broaden commercial exemp- . 
tion criteria and give the contracting officer greater latitude for 
judgement in determining whether the product is sold in substantial 
quantities to the general public. For example, we are proposing that 
the category of sales to the Government exclude sales based on price 
competition. Price competition includes sales made from a GSA Multiple 
i Award Schedule contract. 

NOTE 0. Clarification of what makes up Category C. 

NOTE P. Clarified that GSA Multiple Award Schedule contracts cannot 
make up more than 75 percent of Category B sales. 

NOTE Q. Combines both quantitative and qualitative assessment of the 
categories to provide further guidance in the analysis of the factors 
which make up the individual categories. 

NOTE R. Further alternatives if not all catalog items satisfy the 
exemption criteria. 

NOTE S. Mandatory verification of exemption request if total exceeds 
$1,000,000. DAR Case 85-37 also had a mandatory preaward data verifica­
tion of $1,000,000. However, the FAC coverage pr^ared after the CAAC 
reviewed the case dropped the amount to.$100,000 with no explanation. 
It may possibly be a typo. —j_c J 

NOTE T. An Alternate Procedure, up to a dollar threshold of $1,000,000, 
excludes highly commercial companies from submitting an SF 1412 when 
total commercial sales are 90 percent or more of total sales and 
commercial sales of the division or unit are 50 percent or more of total 
division sales. No preaward audit would be made, if the contractor 
certifies that the price(s) offered are not higher than the lowest price 
charged any customer under similar terms, conditions and quantities. 
However, we have included appropriate Audit and Price Reduction for 
Defective Catalog Price Data clauses (from DAR case 85-37 and approved 
by the CAAC) to be included when the alternate procedure is anticipated. 

NOTE U. We changed the authority for granting an exemption when the 
case does not strictly meet all the criteria for catalog - or market-



price exemption from the Chief of the Contracting Office to the con­
tracting officer up to a dollar threshold of $1,000,000. 

NOTE V. Emphasis on more comparability. 

NOTE W. There is inconsistency in the FAR between the criteria for 
adequate competition under TINA and the criteria for adequate coiq>eti-
tion under the FAR cost principle for allowability of intra-coiqpany 
transfers. The essential difference is that intra-coiqpany transfers at 
price are allovrable only if i) the price is established as a cata­
log/market price using SF 1412 standards or ii) the price resulted from 
an actual award on a competition which included one or more outside 
sources that produce the same or equivalent item in significant quanti­
ties. Except for intra-company transfers, however, a price may be 
acceptable for purchase based on adequate competition as determined by 
price analysis alone. The "based on" criteria does not require an 
actual competition. 

FINAL NOTE: The audit and price reduction clauses (TAB F) are basically 
the same as those in the DAR 85-37 case as approved by the CAAC. 
However, the clauses were amended to be used only with the Alternate 
Procedure. 

The Certification for Use in Alternate Procedure for Commercial Pricing 
(TAB G) is similar to the "Representation" clause in DAR case 85-37 and 
a,3prove<l by the CAAC, but has been modified for use only with the 
Alternate Procedure. 

The face ̂of the SF 1412 was changed to provide a better numbering 
system, i.e. make categories agree with alphabetical numbers, etc. The 
instructions on the back of the SF 1412 are basically the same as in the 
DAR 85-37 case and approved by the CAAC, except Item 11 has been changed 
to incorporate some of the suggestions from the Arthur Young Group. 



The proposed rule does not appear to have a significant 
impact on a substantial number of small entities because most 
prime contracts, as well as subcontracts, with small entities do 
not require the submission of cost or pricing data. Most awards 
to small entitles at either level are on a competitive basis 
obviating the need for cost or pricing data or an exemption. In 
those rare cases when a small entity does receive a non-competi-
tive prim? contract or subcontract exceeding $100,000, the basic 
requirements for submitting and obtaining an exemption from the 
requirement for submission of certified cost or pricing data 
remain essentially unchanged. Therefore an initial Regulatory 
Flexibility analysis has not been performed. Comments from 
small entities are invited. 

There will be a favorable impact on the Paperwork Reduction 
Act because the increased threshold for submission of SF 1412's 
as well as the restructured description of sales categories will 
cause a significant reduction in submission of SF 1412's to the 
Government;. 

( U A ^ ^ ^ ' ^ ' ' ^ - ^ /_.->_.;, 
Carol Covey (j " ' ' 
Acting Director ~ "~ 
Cost, Pricing and Finance 

Attachments 

TAB A - Discussion of Recommended Proposed Revisions to the FAR 
TAB B - FAR 14.201-7 
TAB C - FAR 15.804-3 
TAB D - DFARS 15.804-3 
TAB E - FAR 31.205-26 
TAB F - FAR 52.214-30, 52.215-2, 52.215-27, and 52.215-28 
TAB G - Certification for Use in Alternate Procedure for 

Commercial Pricing 
TAB H - SF 1412 



FAR PART 14 SEAIZD BIDDIHG 

SOBPARX 14.2 SOLICITATION <^ BIDS 

SSCnOH 14.201 PREPARATION OT IHVITATIOMS FOR BIDS 

REVISIONS DISPLAYED AS FOLLOWS: 

Deleted Pertion 

[Added Portion] 

14.201-7 Contract clauses. 

(a) When contracting by sealed bidding, the contracting officer 

shall insert the clause at 52.214-26, Audit - Sealed Bidding, in solicita­

tions and contracts if the contract amount is expected to exceed $100,000. 

(b)(1) When contracting by sealed bidding, the contracting 

officer shall insert the clause[s] at 52.214-27, Price Reduction for 

Defective Cost or Pricing Data - Modifications - Sealed Bidding, [and yitXL 
A 

52.214-30, Prica Reduction for Defective Catalog Price Data - Modifications 

- Sealed Bidding,] in solicitations and contracts if the contract cunount is 

expected to exceed $100,000. 

(2) In exceptional cases, the head of the contracting activity 

may waive the requirement for inclusion of the clause[s] in a contract with 

a foreign government or agency of that government. The authorizations for 

the waiver and the reasons for granting it shall be in writing. 

(c)(1) No change. 

(2) No change. 

(d) No chcinge. 

T^A 



FAR PART 15 CXXITRACTniG BY MEGOTIATION 

SOBPART IS.e PRIC3 MEOOTIAXIOIf 

SECTION 15.804 CX>ST OR PRICIHG DATA 

REVISIONS DISPLAYED AS FOLLOWS: 

Deleted Tertion 

[Added Portion] 

15.804-3 Ex«apti.oaa from or waiver ot sufaoilssloa of certified cost or 

pricing data. 

(a) General. Except as provided in paragraphs (b) and (c) below, the 

contracting officer shall not require submission or certification of cost 

or pricing data when the contracting officer determines that prices are — 

(1) Based on adequate price con?>ei:ition (see paragraph (b) below); 

(2) Based on established catalog or market prices of commercial itetita 

[products] sold in substantial quantities to the general public (see 

paragraph (c) below); or 

(3) Set by law or regulation (see paragraph (d) below). 

(b) Adequate price coapetition. (1) Price contactition exists if -

(i) Offers are solicited; 

(ii) Two or more responsible offerors that can satisfy the Govern­

ment's requirements siibmit priced offers responsive to the solicitation's 

expressed requirements; and 

(iii) These offerors conf>ete independently for a contract to be 

awarded to the-responsible offeror submitting the lowest evaluated price. 

(2) If price competition exists, the contracting officer shall 

presume that it is adequate unless — 

T^LI-CL. 



(i) The solicitation is made under conditions that unreasonably 

deny to one or more known and qualified offerors an opportunity to compete; 

(ii) The low offeror has such a decided advantage that it is 

practically immune from competition; or 

(iii) There is a finding, supported by a statement of the facts 

and approved at a level above the contracting officer, that the lowest 

price is unreasonable. 

(3) A price is "based on" adequate price competition if it results 

directly from price competition .or if price analysis alone clearly demon­

strates that the proposed price is reasonable in conparison with current or 

recent prices for the same or substantially the same ifcema [products] 

purchased in compara±)le quantities, terms, and conditions under contracts 

that resulted from adequate price competition, 

(c) Estaiilis/ied catalog or mar/cet price: . [(1) Policy. Contracting 

officers should maka greater use of cooponents, systons, and services J\A<Z. 

available from commercial sotirces, when such products and services meet '— 

Government needs, rather than relying on excessively rigid military 

specifications and standards. Increased use of coanertiial products results 

in significant savings in research and developoant costs, decreases 

procurement lead time, increases caaq>etition, and eliminates tinnecessary 

goverrunent oversight. 

(2) Preference for price analysis. In furthering the policy favoring 

the procurement of coosnercial products to the mair4imtm practicable extent, 'TXA,^ 

contracting officers shall rely on price analysis techniques to the iiia*4i»niTn 

extent possible in negotiations. Price analysis is preferred because it is 

most analogous to coomercial-style procurement procedures primarily used to 



y 

acquira aucb product:s in tb« pdvat^a Sttctor; la tba least burdanaooM and 

mast cost affective method of datarmining price reasonableness; in many 

aitxiationa, pcioa analysis is mora accurate in assessing value than cost 

analysis; and anoouragas skoca noinpanias to offer products to the Govam-

nant, thereby increasing the conpatitivanass of these procurements. 

(3) Exeaqytion.] A proposal is exempt from the requirement for 

submission of certified cost or pricing data if the prices are, or are 

based on, established catalog or established market prices of commercial 

A /iiAT LLi-î  
I items (products] sold in substantial quamtities to the general public. 

^f 

[Additionally,] ̂ [iln order to qualify for this exemption, the terms of the 

proposed purchase, such as quantity and delivery requirements, should be 

sufficiently similar to those of the commercial sales that the catalog or 

market price will be fair and reasonable [, or the di !faren(:es can be 

J:^ 
determined and assigned a value for purposes of price analysis.] 

-(if [ (i)] "Established catalog prices" must be recorded in a 

form regularly maintained by the manufacturer or vendor [and which may be 

modified by adjustment factors] . This form may be a catalog, price list, 

schedule, [or machine readable nadia such as disk, tape, etc, ] or other /lA<ci 

vecifiable and established record. The record must -firf [(A)] be published 

Oĵ . Ot;herwise available for customer inspection[, ] and (ii) [(B)] state 

•̂ •urrent or last sales price to a significant number of buyers constituting 

the general public (see paragraph (5) below) [,and (C) explain applicable " ^ V ^ 

adjustment factors and amounts such as provisions for discounts, rebates, ' 

etc.] 

•i^ [ (ii) ] "Established market prices" are current prices 

that -fH- ((A)l are established in the course of ordinary and usual trade 



between buyers and sellers free to bargain and (ii) [ (B) J can be siibstanti-

ated by data from sources independent of the manufacturer or vendor. 

-f^ [(iii)] "Commercial -item* [products]" are items, sup- • i 

plies or services regularly used for other than tD.S.J Government purposes 

and sold or traded to the general public in the course of normal business 

operations. 

-Hi- [(iv)l An item [coanarcial product] is "sold in substan­

tial quantities" only when the quantities regularly sold are sufficient to 

constitute a real commercial market. Nominal quantities, such as models, 

samples, prototypes, or experimental units, do not meet this requirement. 

For services to be sold in substantial quantities, they must be customarily 

provided by the offeror, using personnel regularly employed and equipment 

(if any is necessary) regularly maintained solely or principally to provide 

the services. [For purposes of establishing that the product is sold in 71* 

substantial quantities, contractors may use orders, shipments, invoices, or ^ 

actxial recorded sales so long as the method used is consistent.] 

-f&f [ (v) ] The "general public" is a significant number of 

buyers other than the Government or [(i)] affiliates of the offeror; [(ii) 

direct sales to the U.S. Government and its instrumentalities;] the ifcttw 

involved must net be for [(iii) sales identified for U.S.] (3ovemmen^. iftnd ' 

use-r (directly to the U.S. Government prime contractors, or their subooa-' ylt^ 

tractors or suppliers at any tier, for use as an end item, or as part of an 

end item, or as a service, by the O. S. Government), or (iv) For the 

purpose e£ this aubseeticn 15.00^ 3,—items acquired for "Cevernment end 

use" include items acquired for f[r]oreign m[M]ilitary «[SJales. 



[ <vl) A "now" caonorcial product la a nawly introduced or 

recently improved ccBniercial product for which substantial orders, ship­

ments, etc. to the general public have not yet been achieved; a "modified" ''JUtL' 
X 

coomercial product is a ocanercial product that has boon modified to meet 

acne Government-peculiar physical req[uirement or addition or is otherwise 

identified differently from its normal cconercial counterparts; a "discon­

tinued" coomercial product is a coomercial product that has ceased being 

supplied by the mantif acturer or vendor to the commercial marketplace in 

substantial quantities but is still required by the Government.] 

-(4)-((vii)] A price is "based on" a catalog or market price 

only if the item [coomercial product] being purchased is sufficiently 

similar to the catalog - or market-priced comnercial item [product, 

including new, modified and discontinued coomercial products, ] to ensure 

that any difference in prices can be identified euid justified [using price 

analysis] without resort to cost analysis [in most cases]. 

-P^[(viii)] If [a coomercial product, including new, 

modified and discontinued products,] an item is substantially similar to a 

commercial item [product] for which there is an established catalog or 

market price at which siibstantial quantities are sold to the general 

public, but the price proposed is not based on this catalog or market price 

(see subparagraph -Wt [vii] above), the contracting officer may if doing ao 

will result in a fair and reasonable price,•limit any requirement for coat 

or pricing data to those data that pertain to the differences between the 

•items [produc€s]. When the [there is a] difference between the catalog or 

market price cf an item or items and the proposed total contract price [to 

the Govemment, the offeror must provide adequate information in the 



proposal, such as functional dasczriptions of botti products and quantity 

price differences so that the contracting officer can establish that the 

product being purchased is sufficiently siailar to another catalog-or /UrtZ' 

z 
market-price oonnercial product, and the offeror must provide pricing data 

in sufficient detJLil for the contracting officer to ensure that any 

difference in price is identified and justified by use of price analysis. ] 

ia C100,000 og more, the eentraefcing effieer shall require aubmission ef 

certified eoafc eg pricing data fce identify and juafeify that difference 

unlaaa cm otenpfeion or waiveg ia granted. 

-W-[{ix)l Even though there is an established catalog or 

market price of commercial -iteats [products] sold in substantial quantities 

to the general public, the contracting officer may require [certified] cost 

or pricing data [only] if -f*)- [(A)] the contracting officer makes a written 

finding that the price is not reasonable [or that price reasonableness 

cannot be determined based upon available data], including the facts upon 

which the finding is based, amd (ii) [ (B) ] the finding is approved at a 

level above the contracting officer. [However, it should rarely be neces­

sary to exercise this option.] 

(d) Prices set by law or regulation. A price set by law or regulation 

is exempt from the requirement for submission of certified cost or pricing 

data. Pronouncements in the form of periodic rulings, reviews, or similar 

actions of a governmental body, or embodied in the laws, are sufficient to 

establish the price. 

(e) Claiming and granting exemption. [(I)] To receive an exemption 

under paragraph (c) or (d) above, when the total proposed amount [of the 

items considered to be cooanercial products] exceeds $100,000[,] and, [if 



app ly ing c a t a l o g p r i c i n g , one o r more] more than one c a t a l o g i tem(a] -for 

whi<^h aft eKfcmption i s elaime<i e>teeeda 025,000. (has an extended value o f 

TMi 
$50,000 or Bore,] the offeror must ordinarily claim [sufanit a written -i^ 

request to the csontracting officer.] it en Gfcandard Term 1412, Claim €er 

C:i.mtption from Gubmi ii'•" "^ rmm*,igimM r^m^ mm nmimimiy nw^w^ [Each written 

request should clearly state that to the best of the offeror's knowledge 

and belief, the product for which the exemption is claimed meets the 

ce<iuireatents of established catalog or market prices set forth in paragraph 

(c) . With every written request, ] Whan an exftwption is claimed foi more 

than ena item in a preposal, a separate SF 1412 is required for each such 

[catalog] item eiteeeding 025,000 [with an extended value of $50,000 or 

iQore.] except aa etherwiae provided in the aelieitafcien. [For each catalog 

item \inder $50,000, no SF 1412 is required but the offeror must famish 

support to the contracting officer which identifies the applicable catalog, 

pertinent terms and conditions, and other relevant ixxfomation]. 

[ (2)] The contracting officer may [should] grant an exemption and need 

not require the submission of [an] SF 1412 when— 

[ (i) Placing an order for a product or service tdiich is 

included in an active GSA. Multiple Award Schedule (MAS) contract when 

TuPCL 

acquiring a product or service -%)H>eitfl»ii«iMk̂ HB«taNM(l» as long as the j 

Schedule is a Fedexral Supply Service (FSS) or, for automated data process­

ing and telecommunications equipment and services. Information Resources 

Management Service (IBMS) Schedule contracts, supported by a Certificate of 

Established Catalog Price. The GSA telephone number listed in the Schedule 

price list may be used to confirm the issuance within the past two years of 

a Certificate of Established Price. 

file:///inder


(A) Contracting officers must not confuse the test of 

coasnarclallty with the important and separate requirement to perform price 

analysis, tdien appropriate. Price analysis is not required on orders 

placed against FSS Schedule contracts. For IBMS Schedule contracts, 

guidance in FAR 39 (incorporating and referencing Federal Infomation 

Resources ManagooMnt Regulation (FIRMR) 32 and 40) and DoO Federal Aoqpiisi-

tion Regulation Supplement (DFARS) 270 applies. However, for products 

included on such an FSS or IRMS Schedule contract but not acquired through 

the Schedule contract, the contracting officer should obtain pricing 

information tdien appropriate so that price analysis in accordance with FAR 
^ j * - • 

15.804-3(h) can be performed in order to determine the effect of any 

material alterations in the terms and conditions. 

,(B) If the solicitation calls for alterations to or unique 

comhinations of items found on one or more GSA schedules described in 

(e) (2) (i) above, and the procurement is not awarded on the basis of 

adequate price competition, then the price differential due to the alter­

ations or unique combining of functions oust be justified; ] 

-fif ((ii)] The Government has acted favorably on an exenT>tion 

claim for the same -itein [product] or similar items (products] within the 

past [two] year[s]. In that case, except as otherwise directed by the 

centraeting officer, the [contracting officer may require the] offeror may 

[to] furnish a copy of the prior claim emd related Government action [or 

the applicable Government supply schedule catalog]. The offeror must also 

submit a statement to the effect that to its knowledge since the prior 

submission, except as expressly set forth in the statement, there have been 

no [significant] chauiges in the catalog price or discounts, volume of 



actual sales, er [and] the ratio of sales for [U.S.] Government end use to 

[total] sales in ether eategoriea which [has not risen above 65 percent, rut. 

and any change which haa occurred] would [not] cause a cumulative change in 

[offered] price [of the catalog iteai] exceeding $25,000 [$50,000 ainoe the 

prior submission. An exeaptioa to an ST 1412 does not relieve the Con­

tractile Officer of determining reaaonableneaa of price on the current: 

purchase;] 

-(*f [(iii)] Special arrangements for the submission of exemp­

tion claims have been made in anticipation of repetitive acquisitions of 

catalog items; -o* 

-f3̂  t(iv) ] There is evidence, before solicitation, that the 

•item [product] has an acceptable established catalog or market price or a 

price set by law or regulation. Evidence may include -fH- [(A)] recent 

submissions by offerors or (ii) [(B) be based on] the contracting officer's 

knowledge of market conditions, [or] prevailing prices[;], or aeurees.• 

[ (v) When alternate procedurea for highly ccanercial companlea are 

used (see paragraph (f)(6) belo*').] 

(f) Verification. (1) When a ppoapeetive eanfcraetop [an offeror] 

requests exemption from submission of certified cost or pricing data, the 

contracting officer shall ensure that applicable criteria in either 

paragraph (c) or (d) above, as appropriate, are satisfied before issuing 

the exemption. 

(2) [The] SF 1412 lists three categories of sales related to the 

established catalog price of a commercial item [product] sold in substan­

tial quantities to the general public: 

to 



A, Sales to the U.S. Government er t.e eentraetora for U.S. 

eovertunent use; [and its instrumentalities; excluding sales based on 

^Ac^ 

adequate price competition, including sales froca a GSA. Muliple Award / 

Schedule contracts] 

B, Sales at catalog price [or established discount] to the 

general public [including sales to the Govecnment based on adequate price 

ooof>etition and sales siade from a GSH Multiple Award Schedule as described 

in (e)(2)(i) above;] and 

C, Sales to the general public at other than catalog price [or 

established discount. 

It is not intended that all sales which deviate from the ven-

] dor's standard tezms and conditions be reflected as Category C. Instead, ^ ^ 

Category C should include only sales at discounts that are not reasonably r) 
1 traceable to the catalog item. Sales of non-catalog products that were 

\ \ 
previously exempted on the "based on" approach xmdar 15.804-3(b)(3) should 

A 
not be included as part of the catalog item sales for any category. Sales 

to foreign governments (other than FMS) or sales to affiliates of the 

offeror are not to be included in either Category A, B, or C ] Although 

•ssubstantial quantities" cannot be precisely defined (see subparagraph 

(c)-f4i-[iv] above), the following [quantitative] guidelines are provided -for 

determining whether exemption elaiitia submitted under the catalog price 

provision ef GF 1412 meet the "aubatantial quantities" criterion [to assist 

the contracting officer's assessment]: 

(i) Sales to the general public are normally regarded [shoiild be 

presumed] as substantial if [(1) GSA Multiple Award Schedule contracts 

coo^rise no more than 75 percent of Category B]; -(A)- [(2)] Category B and C 

ti 



sales ai-c not negligible in thejiaelvaa and compromise at least *5 [35] /'U^(~i-

percent of total sales of the -it«» [product] and -̂ BV [ (3) ] Category B sales 

comprise at least 75 percent of the total of Category B and C sales. 

•<ii)—Galea te the general public are rai-ely eenaidered, aubsfcantial 

enough te grant, an exemptien if (A) Category D and C aalea eowpi-iae leaa 

than 35 percent of total aalea of the item or (D) Categery D aalea eowpriae 

leaa than 55 percent of the total of Category D and G aalea. 

(iiiV [ii] When percentages fall between [below] those [stated] 

above, the contracting officer should analyze the individual situation in 

order to determine whether or not an exemption is justified. 

[(3) The contracting officer's application of quantitative ^yUtZ 

guidelines should be combined with a qualitative assessment which addresses ^ 

factors such as tha following: 

(i) The differences in terms and conditions of Category B and 

Category C sales and their relationship to the offeror's established 

commercial catalog price; 

(ii) If a discontinued or reduced-in-^volume commercial product, 

sales of successor products or previous exenptions approved by a contract­

ing officer; or 

(iii) If a new commercial product, actual and projected sales of 

the catalog product. 

(4) If an offeror's claim includes a few catalog products that do 

not satisfy the exemption criteria, the contracting officer may still grant yij^ 

an exexption provided that (i) the products not considered to be commercial r\ 

products total less than $100,000 or 10 percent of the dollar value being 

offered on tha basis of established catalog price, whichever is greater, 



and (ii) a price analysis clearly daiaonstrates tha prices to be reason­

able . ] 

-i^ [ (5)] The contracting officer may verify or obtain verifica­

tion (including audit or contract administration assistance) of the 

submitted data pertaining to catalog or market prices or prices set by law 

or regulation. [Tha contracting officer should obtain such verification of 

the submitted data pertaining to catalog prices trtiara tha total catalog 

axaoqition amount axcaeds $1,000,000. Tha contracting officer may waive 

this review with adequate justification and trtian such justification is 

included in the contract file.] Access to the prospective contractor's 

records [regardless of form] is limited to access to the facts bearing 

directly on the exeii¥»tion claimed [and pricing data provided]. it does not 

extend to cost--[orl prof it?—[records] or other [similar] data relevant 

solely to the [contractor's determination of the prices to be offered in 

tha catalog.] reaaenablenaaa ef the catalog or propojcd price. 

[(6) Alternate procedures for highly commercial oon^ianies. When total 

corporation caaaercial sales are 90 percent or more of total corporation 

sales and conmercial sales of tha division or unit making tha sale are 50 72*-2̂  

percent or mora of total division sales, tha following procedures are "^ 

authorized for contracts not ajqaacted to exceed a dollar threshold of 

$1,000,000: 

(i) The contractor certifies that to the best of his knowledge and 

belief the price (s) offered are no higher than the lowest price charged any 

end user customer under similar terms, conditions and quantities (see 

52.215XXX); /- \ 

> -. > - • 



(ii) The pricas offered were developed during the most recent 

regxilar laonthly, quarterly, or other longer period for trtxich sales data are 

reaaonably available, (or provide a written justification for the differ^ 

ences); and 

(iii) A price reduction clause is included in the contract (see 

52.214-30, 52.215-27 and 28).. j 1 

(iv) Hben alternative procedures in (i) - (iii) above are 

used, the contracting officer may rely on the certification as evidence 

that the price is fair and reasonable unless the contracting officer has 

information which demonstrates the prices offered are unreasonable. 

However, if the contracting officer leaucns or suspects that any data 

furnished for a catalog item are or were defective, the contracting officer 

should request an audit to evaluate the accuracy, ccnpleteness and currency 

of the data. The right to audit is ensured by including in the contiract 

the clauses set forth in 52.214-26 Audit - Sealed Bidding, and 52.215-2 

Audit-Negotiation which is prescribed in 15.106-2(b). If the audit reveals 

that t:he contract price was increased by a significant amount because the 

dat:a provided by the contractor were defectiive, and if that data were 

relied upon by the oont;racting officer to evaluate the reasonableness of 

the contract price, then the contract price shall be appropriately reduced., 

Tha entitlement to a price reduction is ensured by including in the 

contract one of the clauses prescribed in 15.804-6 and set forth at 

* '^52,214-30, Price Reduction for Defective Catalog Price Dat:a - Modifications ]' 
i I 

- Sealed Bidding; 52.215-27, Price Reduction for Defective Catalog Price /. 

Data; and 52.215-28, Price Reduction for Defective Catalog Price Data -

Modifications.7 



(g) [Cantx̂ acting officar axaaption for substantial ocnpllanoe.] •intiividi-

udi oe elaaa cKcaf>t±on3. The chief af tl>e contracting office[rl may 

Quthoriee [grant an] individual or class exeirptiona far enacptienal cujcj 

when the eentraeting effiear rceeiBmcnda that an &K&mpfeien jhould be maOe, 

(Bubstantial ccaaplianc« ttxists,] even though the case does not strictly 

meet all the criteria for catalog - or market-price exenption (up to a 

dollar threshold of $1,000,000. Tha Chief of the Purchasing Office may 

grant such exen^Jtion for contracts expected to exceed $1,000,000]. The 7/^ 

quantity and prices of actual commercial sales compared with [the quantity 

and] prices offered to the Government, and price relationships as influ­

enced by prevailing trade practices, are the important factors for consid­

eration. The Government's need and the prospective contractor's resistance 

are not appropriate consideration.-; [for granting an exen^Jtion]. 

(h) Price analysis. Even though an item [cooanarcial product] qualifies 

for exenqption from the requirement for submission of certified cost or 

pricing data, the contracting officer shall maite [perform] a price analysis 

to determine the reasonableness of the price and any need for further 

negotiation. Unless information is available from Government sources, it 

may be necessary to obtain from the prospective contractor information such 

as that regarding — 

(1) The supplier's marketing system (e.g., use of jobbers, brokers, 

sales agencies, or distributors); 

(2) The services normally provided commercial purchasers (e.g., 

engineering, financing, or advertising or promotion); 

(3) Normal quantity per order; «nd 

IS 



(4) Annual volume of sales to largest [ccnparably «ituat|ad 
custom-

in 

ers[, undar similar terms and conditions; 

(5) Cooparativa prices for products and associated services; and ^ 

(6) Othar terms and conditions cco^iarators. ] 

(i) waiver for exceptional cas^s. The agency head (or, if the contract 

is with a foreign government or agency, the head of the contracting 

activity) may, in exceptional cases, waive the requirement for submission 

of certified cost or pricing data [when an axemption cannot be granted]. 

"̂ ^̂  ̂ "thoriratien for the uui^tM: oi.d Ute reasons for granting it [the 

»«ivar along »rith a description of the attempts made to secure the data and 

the levels within the agency at which such attempts were made,] shall be 

writing. The agency head may delegate this authority. When the agency 

head or designee has waived the requirement for submission of certified 

, cost or pricing data, the contractor or higher-tier subcontractor to whom 

the waiver relates shall be considered as having been required to make 

• available cost or pricing data for purposes of 15.804-2(a) (1) (iii). 

consequently, award of any lower-tier subcontract expected to exceed 

$100,000 requires the submission of certified cost or pricing data unless 

exenpt or waived under this subsection 15.804-3. 

15.804-4 thru 15.804-7 No change. 

15.804-8 Contract clauses 

(a)-(d) NO CHANGE. .; / 

[(e) Price Reduction for Defective Catalog Price Data. The 

contracting officer shall, when contracting by negotiation, insert the \ 

Clause at 52.215-27, Price Reduction for Defective Catalog Price Data, in \ 

•olicitations and contracts expected to exceed $100,000 when an exemption 

/ 



f^. 

i-rod tha ra<,«ira«ant to suba^t certified cost or pricing data for a catalog 

iteo. will be or ha, bean required when following tha alternate procedures 

for highly cooinercial items certification re<,ai«aent (15.804-3(f) (6)) . 

(f) Price Reduction for Defective Catalog Price Data - Modifica­

tions. The contracting officer shall, when contracting by negotiation, 

insert the clause at 52.215-28, Price Reduction for Defective Catalog Price 

Data - Modifications, in solicitations and contracts expected to exceed 

$100,000 when (1) it is contea^lated that an exemption from the requirement 

to submit certified cost or pricing data for a catalog item will be 

required for the pricing of contractjDodifications when following the 

alternate procedures for highly commercial items certification requirement, 

and (2) the clause prescribed in paragraph (e) of this subsection has not 

boon included.] 

17 



DFARS PART 15 CX3NTRACTIHG BY HEGOTIATIC»» 

DFARS SUBPART 15.8 PRICE HEGOTIATIC»J 

DFARS SECTION 15.804 COST OR PRICING DATA " 

15.804-3 Exeirptions from or waiver of submission of certified cost or 

pricing data. 

(a)-(b) NO CHANGE 

(c) (6) In Qdditian, eaat uu pijciiis) data maj ha i-cqucjtLd, if 

fteeeaaary, whera Lhere ia aueh a diapacity batwccn Lhe quantity being 

acquired and the quantity for which them jj 3uUi u eataloy vr mai-kcL pi ice 

that pricing eannet be aeeempliahed by comparing the two.-

(i)t{j)] No change in coverage, just in paragraph lettering. 



FAR PART 31 CONTRACT COST PRINCIPLES AND PROCEDURES 

SUBPART 31.2 CONTRACTS WITH COMMERCIAL (XUSAKIZATIOHS 
I 

SECTION 31.205 SELECTED COSTS 

REVISIONS DISPLAYED AS FOLLOWS: 

Deleted Portion 

[Added Portion] 

31.205-26 MATERIAL COSTS. 

(a) - (e) NO CHANGE. 

(1) NO CHANGE. 

(2) Is the result of [based on] "adequate price competition" [or 

the certification of cost or pricing data is waived] in accordance with 

. , ; _,,_ .̂  oj 
15.804[-3.] and la the prj.ee at Khieh an award was made to the affilioted 

ergnniratien after obtaining quotations en em equal bajia from aueh 

organization and ona er mere eutaida aeureej that produce th& itejn or itj 

equivalent in aignifleant quantity. 

7W-£ 
I? 

prj.ee


[52.214-30 P r i c e Reduction for Defec t ive Catalog Pr ice Data - ttodificat^ 

- Sealed Bidding. (APR 1900)-

As prescribed in 14.201-7(b), insert the following clause: 

PRICE REDOCnON FOR DEFECTIVE CAXKUXS PRICE DATA - MODIFICATION - SEAIfD 

BIDDING (APR 1000) [ 1989] 

(a) This clause applies to any modification to this contract 

involvong aggregate price increases and/or decreases of more than $100,000 

except that this clause does not apply to any modification for which the 

price is -

(1) Based on certified cost or pricing data; 

(2) Based on adequate price cmin>etition; 

(3) Based on established market prices of coomercial items sold 

in substantial quantities to the general public; or 

(4) Set by law or zregulation. 

(b) If any price negotiated in connection with any modification 

xinder this clause, was increased by any significant amount because the 

Government relied on a submission by the Contractor, subcontractor, or 

prospective subcontractor, when using Alternate Procedures in /////'' 

15.804-3(f) (6), of price support data and data in support of a claim, in 

f any form, for exeo^ion from submission of certified cost or pricing data 

for a catalog item that were not coeplete, accurate, and current as of the 

; date of its submission, then the price shall be reduced accordingly and the 

contract shall be modified to reflect the reduction. This right to a price 

T^F 



reduction is limited to that resulting from defects in data relating to 

modifications «(faen this clause applies. 

(End of clause).] 

It 



52.215-2 Audit - Negotiation. 

As prescribed in 15.106-2(b), insert the following clause: 

AUDIT - NEGOTIATION (ATR 1000) [ 19891 

(a) NO CHANGE. 

(b) NO CHANGE. 

1(c) Data related to established catalog prices. If, in connec­

tion »d.th pricing this contract or any modification to this contract, tha 

Contractor has suhmitted data, when using Alternate Procedures in 

15.804-3(f) (6), to support price negotiations and a claim, in any form, for 

an exemption from submission of certified cost or pricing data for a 

catalog item, the Contracting Officer or representatives of the Contracting 

Officer who are employees of the Government shall have the right to examine 

and audit the contractor's records (regardless of form) of sales and 

related documents, including contract terms and conditions, necessary to 

det«rmine the accuracy, ccopleteness and currency of the price support data 

and exaoption data. Access does not extend to cost or profit information \ 

or other data relevant solely to the contractor's determination of the / 

prices to be offered in the catalog.] 

-<«)-[dl NO CHANGE. 

-<dMeJ Availability. The Contractor shall make available at its 

office at all reasonable times the materials described in paragraphs (a)[,] 

«nd (b)[and (c)] above, for examination, audit, or reproduction, until 3 

years after final payment under this contract, or for any shorter period 

specified in Subpart 4.7, Contractor Records Retention, of the Federal 

Acquisition Regulation, or for any longer period required by statute or by 

other clauses of this contract. In addition -



(1) If this contract is completely or partially terminated, the 

records relating to the work terminated shall be made available for 3 years 

after any resulting final termination settlement; and 

(2) Records relating to appeals under the Disputes clause or to 

litigation or the settlement of claims arising under or relating to this 

contract shall be made available until such appeals, litigation, or claims 

are disposed of. 

•i^ [(f)] The Contractor shall insert a clause containing all the 

terms of this clause, including this paragraph -(«f [f ], in all subcontracts 

over C25,000 [$50,000] under this contract, altering the clause only as 

necessary to identity properly the contracting parties and the Contracting 

Officer under the Government prime contract. 

(End of clause) 



[52.215-27 Ptice Reduction for Defective Catalog Price Data. As prescribed 

in 15.804-8(e), insert the folloicing clause: 

PRICE REDUCTION FOR DEFECTIVE CATALOG PRICE DATA [ 19ff91 \ 

If any price negotiated in connection with this contract, or any\ 

cost reimbursable under this contract, was increased by any significant 

amount because the Government relied on a submission by the Contractor, 

subcontractor, or prospective subcontractor, when using Alternate Proce­

dures in 15.804-3(f)(6), of price support data and data in support of a 

claim, in any form, for an exemption from submission of certified cost or 

pricing data for a catalog item (see FAR 15.804-3) that were not complete, 

accurate, and current as of the date of its submission, then the price or 

cost shall be reduced accordingly and the contract shall be modified to 

reflect the reduction. 

(End of clause)] , ' 1 f 
: , , ( ' • 

r. \ 



[52.215-28 Price Reduction for Defective Catalog Price Data - Modifications 

As prescribed in 15.804-8(f), insert tlxe follovfing clause: 

PRICE REDOCTION FOR DEFECTIVE CATALOG PRICE DATA - MOOIFICATIONS 

(APR 1900) [ 1989] 

(a) This clause applies to any modification to this contract 

involving a pricing adjustment expected to exceed $100,000, except that 

this clause does not apply to any modification for which the price is -

(1) Based on certified cost or pricing data; 

(2) Based on adequate price ccmpetition; 

(3) Based on established market prices of ca«ercial items sold 

in substantial quantities to the general public; or 

(4) Set by law or regulation. 

[ (b) If any price, negotiated in connection with any modification 

under this clause, or any cost reimbursable under this contract, was 

increased by any significant amount because the Government relied on a 

submission by the Contractor, subcontractor, or prospective subcontractor, 

when using Alternate Procedures in 15.804-3(f) (6), of price support and 

data in m « « r t of a claim, in any form, for •xmnptlon from sutaiission of 

certified cost or pricing data for a catalog item (see ns. 15.804-3) that 

wore not ccmplete, accurate, and current as of the date.of its submission, 

then the price or cost shall be reduced accordingly and the contract shall 

be modified to reflect the reduction. This right to a price «Kluction is 

limited to that resulting from defects in data relating to modifications 

when this clause applies. 

(End of clause). ] 

ij 



[52.215XXX Certification For Ose in Alternate Procedure for Ccaanercial 

Pricing 

Unless otherwise identified, by submission of this offer/pro­

posal, and using the Alternate Procedure in IS.604-3(f) (6), the Offer­

er/Contractor certifies that to the best of his/her knowledge and belief, 

all data provided on attachments submitted are current, accurate, and 

cceplete, and are for the purpose of claiming ezoiption from requirements 

for submitting certified cost or pricing data. The Offeror/Contractor 

further certifies that the price (s) offered are no higher t-hyn the lowest 

price charged any U.S. general public customer in the same custcner class 

under similar terms, conditions, and quantities, during the most recent 

regular monthly, quarterly or other longer period for which sales data are 

reasonably avaUable. 

The Offeror/Contractor also certifies that, except as stated in an 

attachment, a similar claim for exemption involving the same or a substan­

tially similar item has not been denied by a Government Contracting Officer 

within the last 2 years. Ontil the expiration of 3 years from the date of 

final payment under a contract resulting from this proposal, the Offer­

or/Contractor grants the Contracting Officer or representatives of the 

Contracting Officer who are employees of the United States Government the 

right to examine those books, records, documents, and other types of 

factual matter, regardless of form, that will permit verification of the 

claim and an adequate evaluation of the proposed price. Access does not 

extend to cost or profit information or other data relevant solely to the 

contractor's determination of the prices to be offered in the catalog. 

(signature) J 

•T . Vr- fl-



CLAIM FOR EXEMPTION FROM SUBMISSION OF CERTIFIED COST OR PRICING DATA 

\. OFf EROn INamt. addrcit. ZIP CixttI 

a. DtVlSION(S) AND LOCATION(S) WHEftE WORK IS TO BE PERFORMED 

nsLTcmrnsiTTiB" 

rORM APPROVED owe NO. 

3090-0116 

*. ITEM OF feuPPLlfes AND/OR SERVICES TO Bt FURNISHko 

5. QUANTITY R. toTAL AMOUNT ^ROPOSED FOH 
ITEM 
$ 

Bv submission of this form the offeror claims exemption from requirements for submitting certified cost or pricing data on the basis that the price offered Is 
based on an established catalog or market price of a commercial Item sold In sutsstantlal quantities to the general public or Is a price set by law or regulation 
(see FAR 15.804-3). Complete Section I, I I , or III below as applicable. 

SECTION I - CATALOG PRICE (See Intrrucllont for Itemi f thru 11 onrwttne.l 
7. CATALOG IDENTIFICATION AND DATE 

9. CATEGORIES OF SALES 

a. U.S. Government sales 

b. Sales at catalog price to general public 

c. Other sales to gerwral public 

TOTAL UNITS SOLD* 

8. SALES PERIOD COVERED 

FROM 
10. REMARKi 

TO 

• i f your aceountint tyHm do«« not provide prttlt Information. Interl your ht$l ethmalt and explain Ihe botK for It In Ittm 10. REMARKS. Contlnut on a 
trparott theel, lfneet$tary. ^ ^ ^ ^ ^ ^ ^ _ ^ ^ ^ ^ ^ ^ ^ _ 

11 LIST THREE SALES OF THE ITEM OFFERED 

SALES CATEGORY 

/. D D^ 
^ . D B Q C 

3. D Dc 

DATE r<0, OF UNITS SOLD PHtCE/UNIT 

SECTION II - MARKET PRICE (Stt Initructiont for Item 12 on nverte.J ^ . . J .LH I 
la sfeT FORTH T H ^ ^ U R C ^ AND bAxg OR r-EMAo O^ T H E M A I ^ K E T au6TATIof< o h otUgfe SASg FoR MAflKET PHICE, iHE BASL AMOUNT, 

AND APPLICABLE DISCOUNTS. 

SECTION III - LAtW OR REGULATION (See Irtttrvetfont for Item 13 on nvent.t 
\3. IDENTIFY THE LAW OR REGULATION ESIABLISHINO THE PRICE OFFERED 

REPRESENTATION (8t* ;iittrnettont for Ittm 14 on rewrrK.} 

The offeror rapFTOn.s ihi.t all statements made above and on e.tachmBnt, submitted ere arcurate and are submitted lor the P^'Pjr °!.';!!'7l'"^";;!^i!'''^„^^^^^ 
requirement! lor submitting certified cost or prlcir,fl data The offeror also represents that, except as stated n • " • t t " * ^ ' . "p"^,^ ' ' „n , °dr ,7rn of the pro-
tng the same or e subsfantialty slmller Iterr, tie, not been denied by • Government Contracting Oflicer within the Iw ^ V " " - Pj^'^B '?"J'=^^ , 
p.^1 supported by thi, submission and, if this proposal or a modification of It I. accepted bv the Covernrmint, ""'",t^*J*PVh^°"5^;2^s';i^ G o ^ " ™ " ^ 
firiBl peyment ufxler e contract rMulting from this proposal, the Contracting Officer or .ny other authoflied employee of the United States t.o«rnmeni 
grantsd aoc«n to booi<i,r»oonJi,doeum8nti,tnd other tupportlno data that will permit verllication of the claim. 

l ie , b A + t 6*: sufeMissioF5 
' « , TYPED NAME. TITLE. AND FIRM 15. SIGNATURE 

NSN 7540.01-142.9S46 
1412-101 :.S 

STANDARD FORM 1412|10^B3) 
Prescrltied by QSA 
FAR (4t CFR) S3.215-2(b) 
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INSTRUCTIONS TO OFFERORS SUBMITTING CLAIM FOR EXEMPTION 

FROM SUBMISSION OF CERTIFIED COST OR PRICING DATA 

[The offeror may use the SF 1412 to submit a claim for exemption from the 

submission of certified cost or pricing data. The offeror shall attach all 

supporting iixformation descril>ed below to the SF 1412. 

Complete Section I, Items 7 through 11, if you are proposing a catalog 

price. Complete Section II, Item 12, if you are proposing a market price. 

Complete Section III, Item 13, if you are proposing a price set by law or 

regulation.] 

Item 7. Attach a copy of the catalog, or the appropriate pages covering 

price and publiahed [established] discounts, or a statement that the 

catalog is on file in the buying office to which this proposal is being 

made. [Provide a copy of all discount policies (published or unpublished) 

applicable to each class of customer including affiliates, dealers, 

^Original Equipment Manufacturers, other federal agencies, state or local 

governments, etc. These discount policies include: rebates, discounts 

applicable to multiple quantities or gumulative orders, and volume dis­

counts applicable to the combination of products or services into one 

order. Identify the customer class which is proposed for this procurement 

and state the reasons for selecting that customer class.] Catalog price is 

a price that is included in a catalog, price list, schedule, or other form 

that is regularly maintained by the manufacturer or vendor, [as modified by 

any discount factors,J is either published or otherwise available for 



inspection by customers, and states prices at which sales are currently, or 

were last, made to a significant number of buyers constituting the general 

public. To justify a catalog price exemption for the Government item, the 

catalog item must be identical or must be so similar in materiel and design 

that any price difference or its absence can be evaluated solely by price 

analysis (see FAR 15.805-2). In the latter case, a statement must be 

attached identifying the specific differences and explaining, by price 

analysis of the differences, how the proposed price is derived from the 

* catalog price. 

Item 8. This period should include the most recent regular monthly, 

quarterly, or other [longer] period for which sales data are reasonably 

available and should extend back only far enough to provide a total period 

representative of average sales. You may also attacJi sales data for a 

prior representative period if for any reason recent sales are abnormal and 

the prior period is sufficiently recent (not more than 2 years preceding) 

to support the proposed price for the Government item. In the latter case, 

you must explain, by price analysis only, how the proposed price is derived 

from the catalog sales for the prior period. 

Item 9. (a) Include in Category A all [D.S. Govomment] sales of the 

catalog item[. Thla includas salas: (i) J -fft>-̂  directly to the U.S. 

Goverrunent and its instrumentalities[, J and (b) [ii] for U.S. (k>vernment 

use (sales directly to U.S. Government prime contractors, or their subcon­

tractor or suppliers at any tier, for use as an end item, or as part of an 

end item, by the U.S. Government) [, and (ill) for Foreign Military Sales 

custocaars. £xcluda salAs basad on adequate price coii5>etition, including 



sal^as from GSA Multipla Attard Schadula contracts trtiicb meet applicable 

criteria]. 

(b) Include in Category B all sales [to the general publicl of the catalog 

item made atrietly at the catalog price, -leaa [or at established discounts 

to the catalog price which can be verified as conforming to the offeror's 

standard discount policy (whether or not published.] «na:y publiahcd 

diaeeunta, te the general public (i.e. catalog price aalea ether than thaae 

[Include sales to the Govermaent based on adequate price ccn^jetition and 

sales Bade frcm a GSA. Multiple Award Schedule «^iich meet applicable 

criteria. Do not include catalog price sales] (i) to affiliates of the 

offeror[,l «r (ii) [to foreign governments, (iii) to contractors and 

subcontractors for D.S. Government use, (or (iv) sales already] included in 

Category A (Instruction 9(a)). 

(c) Include in Category C all sales to the general public that were not 

made atrietly at the catalog price or [that were not made at established 

discounts to the catalog price tfhich can be verified as conforming to the 

offeror's standard discount policy (»rtiether or not published) or] that were 

made at special discounts or diaeeunt ratea net published in the catalog. 

[Do not include sales (i) to affiliates of the offeror, (ii) to foreign 

yovemments or (iii) already included in Category A (Instruction 9(a).] 

Item 11. On line Of-inaert infermation on the leweat pi-ice-at which 

Category D er C aalea of the offered it-ciii waa made during the period,' 

regardleaa of quantity. 

On linea b. and e. insert aalea infoimnuion in the following manner.-

[If Category B (catalog) sales are less than Category C (other than 

catalog) sales, on lines 1., 2., and 3. provide three price exasples at 

w 



wtiich Catttgory B or C sales of tba of farad ibam wara mada during a recent 

raprasantative period in the following siannar. The period selected may be 

shorter than the period used to furnish sailas information in Block 9. ] 

a. Give the loHcst price Category C aalea of comparable-quantritiea. ff 

there vere no aalea of comparable quantitiea^—then give 

[Give the three lotrast prices of Category B sales mada under ooiqparable 

quantities, terms and conditions. If three such pricing exanplas are not 

available, then ccoplete the remainder of Block 11 with] 

b. The loweat price Category C aalea of quantitiea most nearly the quantity 

being offered, If there were no aalea of Categary C,—then give 

[The lowest price of Category B sales for quantities, terms, and conditions 

nearest tp that being offered. If Item 11 remains Inoooplete, then give] 

c. The lowest price Category D aalea of comparable quantities.—If there 

were not aalea of comparable quantitiea,—then give 

[The lowest price of Category C sales for quantities, terms, and conditions 

nearest to that being offered. If Item 11 remains iaooaplete, then give] 

d. The lowest price Category D aalea of quantities meat nearly the quantity 

being offered. 

[The lowest price of Category C sales for quantities, tems, and conditions 

nearest to that being offered.] 

Attach a complete expleination -ft-)—if you, during the period covered, 

offered special diaeounta not included in the catalog, or (ii) -if the price 

proposed is not the lowest price at which a sale was made to any customer 

during that period for like items[.] and eonyarable quantitiea. 

Item 12. Market price is a current price, established in the usual and 

ordinary course of trade between buyers and sellers free to bargain, that 

If 



cap be substantiated from sources independent of the manufacturer or 

vendor. There must be a sufficient number of commercial buyers so that 

their purchases establish an ascertainable current market price for the 

item or service. The nature of this market should be described. To 

justify a market-price exemption, the item or service being purchased must 

be identical to the commercial item or service or must be so similar in 

material and design (for supplies) or in work and facilities (for services) 

that any price difference or its absence can be evaluated solely by price 

analysis (see FAR 15.805-2). m the latter case, a statement must be 

attached identifying the specific differences and explaining, by price 

analysis of the differences, how the proposed price is derived from the 

market price. 

Item 13. Identify the law or regulation establishing the price offered. If 

the price is controlled under law by periodic rulings, reviews or similar 

actions of a governmental body, attach a copy of the controlling document, 

unless it was previously submitted to the contracting office. 

Jtem 14. insert the name, title, and firm of the person authorized by the 

offeror to sign this form. 
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t>rov«incnLt Iri dclrruc AcqiiLcUion^ ^ILh.aty 
»hd civilian pcraannci mnitK^cniciil^ knd tho 
tnnntctmcnl ot rent proprrty. Eimclmciil ol 
till) tctlclallon *'lll Inci istt ellklcticy nin] 
cdcctlvcnut ol our kclltlilri «nd rcrture Die 
tlxc iMil coat el our d d r i i u clniclurt It i. Ill 
rcmnve m i n i Iccnl rand liloclui Itixt currttil-
Ir Inlitblt iDUiid tnKnnEcmtnl DI the Drontt-
tnciil. Enaclniciit ol Ihe Icchlalloti «II1 liclu 
llic Dcp:irlmcnt pcrtunn lla cruclul nMloiial 
•ccurlly mltilon and over lime reiillic sub 
• l inl lal lavlnta (ur AmrilCK'f taxpax^ta. 

I urpe prompt entclinenl (il tliti trel'iin-
Hon III tlilt teiilon ol Canci e » . 

6lncercly, 
Diric CHCNEY. 

Til l SccRcixiiY or D c i i i i s c 
IVas/i<n;ton, DC. April i. 1990. 

Hon. DAII QOAYLC, 
Pmldcnt 0/ the Stnale. Ifat/ilnplon, DC 

D u n Mn. PRESIDKIIT: I hnve the honor to 
trnnsinlt lor the con'Jderdlon ol the 

ffcU'^AltgSfe^'itfMmi 
IttUUIIch FiiKhct ImiilelltMU Ih* Mt^ni 
iiiendtLloni of the Tuckird Conimlosli^ri ktid 
my July 1BS9 Rspoit to the President on 
Dclcnsc Mcnngcnicnl. The leclsl?tlon Is on 
Ir.irorUnt clement ol the rreMdcnt's Tic-
Rram end nlll substanllally strenRlhrn the 
Dcpnrtnicnt'i r.ljIlKy to use availsbls re­
sources ellectlvely. 

Sliotily i l l cr his Inaucurnllon. the Tresl-
deiit announced his liilciitlon to Implement 
the rochsrd ConiinlsFlon reconimeiidi>tlonK. 

SCCTIOH'IY S E C T I O K ANALYSIS 

Tin.s i-MtLiT«nr msoNKCL 
Sec. lot 

Amends 17 U . S C | ItIA to atlow the Socre-
tkrv ol Delcnie la lermltiMc 6e1ecllve lie-
rnllsLiiiciil Bonus tGRDi pajineiili In C*KOS 
where s tiuinber « h 9 li trcel i lni such pnt-
menu doea not complete the ttrm ol ciill'.!-
mcnl or r r u e s lo perlotm In the mllltniy 
speclcUy lot vlilch I he bonus î g> r>iild. 

Under current resulstlong, nn SKP r!?cl|il' 
enl «liD iepnrntes under liirdahJp or de-
psndency retrons lecrlvts lite 8KD bainnce 
Upon svpat.itlon reEsrdlcsis of time served In 
the SltB skill. AdtlltlotiKlly, re i som i h o ere 
recUsiilMcd or resulRnrd out ol the SRO 
•kill lor rt-uoni beyond their eoiiLrul ellhur 
lep^iate and rccclwc Lhe filtD bulancr or re­
train *iid continue recelviiii BtlB arLnh-crsn-
ry pr.ymcnti. 

Tills tccLlon a'Duld pf tvrrit SItB rcctplcnts 
W!i9 lEIisrHle ui i i :r hnrdihlp/dcpenitcncy 
Iron) receiving the iineiiiied portions ol 
tlieii recnll'ilmcnt bciiius iiprin sepiratiun. tl 
KDuhl also Include other not lor cnnse rc-
cIssslflCKiien such as humaiillnrlnn reas-
•IcnnienI to other duties. los.i ol secmliy 
clcorince Ihroupli no laull ol the meniber, 
Injury. Illness or Impnitmeitl not liie ri'snit 
Dl the memb~r'i mlscondiirt, pretnnnry and 
lallure to atlntn a hither ntandatd ot tech­
nical qiialllieatlon required lur etiecthe ptr-
larmnnce In the nililisry tper.laliy aller pay­
ment ol Hie bonus This piovlclon would not 
su.ipcnd any GRD paymenln liom mcmbctii 
Tc;lasiiIIied as a result of acrifiec'dlrrcifd 
empioyinctit In another spcclaiiy lo meet 
Coullncntfil United Slates iCUtlUS) iiid 
ovemeoi rotation, sea mid share rotttlun. or 
other inl^lon essential tequht-mtnts, since 
these (clloni are used eieluslveiy lo meet 
tlie needs ol lhe mllllaiy service and sus-
perdlnt lhe lull BRB contract wauld iinlslr' 
ly penalise acrvlce mrmbrra and dlnilnl.'ili 
the liitecilty ol the BUB program. 

Sec. tOZ 
Reiieals 31 U.SC. | 30S(g> and SOetalfcl 

:eby providing the Department ol Dc-
. _ | . e with permanent authority to i>sv bo-
hiMcs under the Enlbtnieiit Bonus (EB> and 
Gslectlvc Reenllslment Donus ISIIDI pro-
Era ms, 

Undir the prciioil statutes, aulhc.ilty lo 
pay i'.O and SRD cxplies on 6epti<mb?r 3n. 
W7. Tills dnle coincides a l th the end of 
lift::! yenr tMI Therclote. Congress mu.';! 
pri>;/ldc lor cnnlhnicd autliorily In the (i.̂ icnl 
ycnr 109] l>cfcn» Anil,nrlf.stIon Act M an 
Aiillioil7,Btlon Act Is not pgu-̂ ed by Coii[;rcss 
and slinrd by llie Preii lent prior to llic be-

Wlicn he asked me to become Gccrcltry c( f)(,niii« of llsciil year lOn. the sen,ires «lii 
Dclciis?, he made 11 clear that the ellort to 
ilrcnr.lhcn ond strraiiillne the manigcinent 
ol the Department ol Dclense ans one o( 
our top priorities. This k'Elslalhe Initiative 
is a sUrillcant step lorwurd In reaching this 
coal. 

The "Delcnse Manacemciit Improvement 
Act" provides a slatiitor) toundallon Inr Im-

be unable to approve new contrncli lor en-
llitnieiil or reenllslment Into ciillial al.liis 
unlll such lime as the new Aiilhorluilloii Is 
enacted. 

Sec. 10 J 
Amends 10 U.SC. (SSI by adding a IICA 

tenlrni.e at lhe end ol subsection (a). Il.u 
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nmcndmrnt clarifies the authority of ll:e 
EfrrPti'-ty nf l?erciii(! lo Use the inrrer-ie lii 
etdcf-r sircngih aiiiliDil^cd undir IP U.S.C. 
I t l l ibx I MEMM amend rrt by serllon 301 of 
the bill) when detcnnhilnit the loti l numhr-r 
of ofllccra authorlrcd lo be on active duty In 
an nrmed force at the end of a fiscal year, 
provUlrd that the resulting number In an 
armed force docs not exceed the number 
otl'.crivlse directed by Congrefs for that 
armed force, by more thnn one half of one 
percent. 

Srcflon lOi 
Amends ID U.SC. ( lJ5b to alio-* Hit £=c-

tcLary of Defense to shift autlmrlzed end 
i l iength and riprograin funds between 
active «nd rrscrve components of er.cli ot 
the Armed rorces to lliai the Secretary ot 
Defense has full use of authorised end 
atrcnith and corresrondlni funds lor ell 
compcnrnts ol the Armed Forces nhen re-
•pondlnt to coiillngenry operations or force 
rcstnirture. It would allow tmonth trtinsfer 
ol units from active to reserve compoticnt* 
M pnrt of force restructure and provide the 
atilllly lo work within conirrcislonnDy au­
thorised iDtsI force llsrH year end strcneth 
llmlii lo conduct contingency operallotis di 
reeled by the President 

SrcHon lOS 
EiibiltlutPS a new ID U.SC. I (130 that 

wf.uld retain cK'.stlllg provisions ot Ptecllon 
C30 th.1t allow for discharge of rcjulnr olfl-
cers with less than five years active commis­
sioned ser\lce, but adds a new provision, 
that would permit the Secietary of the mili­
tary department concerned to Involuntarily 
release from active duty end Irnn.sfer lo the 
ready Reserve any regulnr officer with ls.ss 
than tight years ot relive commissioned 
service, who ha.̂  remaining obllnalcd serv­
ice, whether thxt obllcatlon Is pursuant to 
law (10 U.£i C (ASI) or service regulations. 
Assuming the olllccr Is clherwtse qualified, 
he or Ehe shsll be tendered a rcsi^rie sp-
pohitmenl Any olflcer who declines the 
Icniircd rcncrve appulr.lincnl will be trans­
ferred to the reserve component In an rn-
ll:ted alatus under existing provisions of 
1.1 W. 

Existing Elatule proUdrs no 
ol dhchnrgc, (or Ihe Secretary 

colnnel or coe-.man-Jcr and above, icrvt a c.'senllally noncompctltlic i l .c , lullifqual-
li;ll three years In rtade bcfnre bclr.r al- fled") and oecuri normally wllliln ' '"ce lo 
lo-sfd lo lellre In llml pay arndc. Odlrcrs d x months ol entry on aellve duly Allowing 
w!;n loluntnrlly retlie prior to eornplitlrm the Eccrelaty of Dcleiiie Ihe option lo uti-
ol Ihe lequlred time In grailc must retire In llze • board lo K I M I ollleera lor promolloii 
the ncr.l lower glide. Allowing an cfflrer to to captain (lleulf ninl (senior gradu) In llie 
retire voluntarliy i t the pay scale applicable Navy) would Improve the ellccllvenesa and 
to the lower grade, but lo retain the Inslsnli efficiency ol force mtnafcmcnl lor t^oleS' 
of the hl«liei trade and the nonflnanclal gional branch oftlcers. deference accorded the higher grade In pro 
fes.'.lanal a-tsoclationa, would serve lo c!lm1-
natc any stigma, oncl encourage additional 
retirements without Increasing retirement 
eojis. 

frcflon 167 
Auttioilics Involuntary retirements of reg­

ulnr Vavy offlcEra designated for limited 
duly (LUOi) who are serving In the grades 
of cortimnndcr nnd captain, tinder this aet-
tlon. a commander not on \ promotion list 
for raplaln. would be required to retire 
upon completion of 33 years of active naval 
scrAlre or the second failure ol selection lor 
pioinotlon to the vrade of captain, whichev­
er occurred llrst. A captain would b-! re­
quired to retire upon complellon of 3S yr(m 
ot acMve naval service. 

Mand.-itory rettrement of LDO command-
tii and captains are now governed by the 
aame provlrilons that apply to non LDD't In 
the same grade. 10 U.S.C 11133 and 834. 
Those provisions requli'e the retirement ol a 
cominstider who Is not on i promollon Ibl 
when the officer completes 18 years Ol 
aclh F commissioned service and of a cnptaln 
on completion of 30 ytins ol icl lve cominli-
Eloned service. In the case of the LDO com­
munity. retaining officers until those scr^tcE 
points significantly restricts promotion flow 
points for more Junior otflccn compared to 

Section 109 
Authortzes the expenditure ol appropri­

ated funds to pay the meal and lodclrtg rs-
pensn of membert who are directed to 
reside at a location olhpr thnn their norm:i1 
duly tocallon, but within the llmlti of the 
duty atntlcn. Such duly, performed within 
the limits ol ihe duly station, docs not fall 
within the provisions of SI U.fi.C. (101 
Cod*. 01 Ihe members art not CDn.ilder';d 
kiray from the perminent diity statloiu 
Therclore, the c:ipcnse* oosoclnted with 
Buch duty are not reimbursable. 

The proposal would amend 11 U.S.C. 1108 
by adding a ne« aubiectlon (t» that w-oulJ 
authcrize lohit travel rcgulnltons to permit 
an entitlement to travel and trarL^pcitatlcn 
allowances under 31 U.SC. \W* when or­
dered to perform duty at a location nlthln 
the normal limits ol Ihe duty station but iX 
a location ^here the member would be awa; 
Irom his or her residence or duty location 
tor a period of time that would require over­
night arcommodatlons. 

5rc(lon IIO 
Replaces the fixed mmirrlcal limits on the 

number of persormel In pny grarles E 8 
through E-e who may be on active duty rs 
of the end ot any fiscal year by substllullrtg 

J. . . . , ^ __ force structure requirements as aUjuEted 
flow polr.ts under a aVEtem that required wUhln funding availability In the defctife 
separation following the accond lallure ol appropriation act or continuing resolution 
selection lor captain or a shorter term ol (or lliat llscal year. Also repenis 10 U.SC, I a n , which provides the fixed numerical 

limits. 
t lTlI II-ArQDI5!TI0K 

Section 201 
Amends 10 VBC JJ06(hl«nd repeals s e c 

tlon 0011 of P.U 101-189. ID ellmlnale crr-
• .. ^ . . tain requirements Hint mu.il t e met before 

QDilon short *fi'n'"^<^f ">e dftermlnadon required by 10 entering Into a mulllytar conlratt. Curienl 
conceded to " ^ ^- ' ' " " " " ' ' '̂ "̂̂  '*" ""'"' '" "' "'* law requires that multlyear candidates meet 

llcers Which should he recommended to „ f t , | n ^Herla prior to lorwardlng Ihcm lo 

service. 
5ec(lon lOS 

Amends 10 U.E.C. 1611(a) to allow the 
Ecrrclary ol Delense lo waive the require­
ment In fxlsllng law to convene a telcctlon 
board to recommend olllcers lor promollon 
to cnptaln ot lieutenant (senior grade). 

apecilies that Ihls section does not apply lo 
slllcrrs arparnlcd "lor caune" pursuant lo 
Chapter GO, nor la officers In the grade of 
CKPtaln. or lieutenant tsentor grade) In the 
Nav}', who are discharged lor [allure ol pro­
motion under section til of lltle 10, 

Scciton iBS 
Adds 10 U.S.C. I 3583, B509 and 8533 so aa 

to permit the Secretary of the military de­
partment concerned to authorize an officer 
retired In a grade below the highest Krade 
held on active duty, pursuant to 10 U..5 C. 
i 137D(a)<2). to ritaln the rank and insisnia 
of arnde of tlic hlchrnt grade in which the 
officer served on active duty s.iti.-ilacloilly 
lor a period of at least 18 months. An offi­
cer who Is allowed to retain the rank and In­
signia of the higher grade pursuant to the 
autiiorlty of this section sh.ill. toi all pur­
poses of law other than computation of re­
tired pay, be considered to have retired In 
" •• hlRlicr gride. 

••rrnl law rcqulfis that officers silcrtcd 
! Miotlon lo the grri.de of llcutinar.t 

areater advantage ol polenilal savtncs and 
Sccreiarj of Defense (as described above) be J^ereby promote greater program slablllty, 

. . _ - . . . . . . . . . , >• 5 c c l f o n « ; 

Furtlien Ihe recommendations of the De­
fense Management Review lliat the Depnrl-

placed on a promotion list lor the compel I 
live category In order ol seniority consist' 
cntly with Ihe extailng statutr^iy require' 
mcni (or olllcers reconunended lor promo 
tlon by a selc^ctlon board convened in ac 
cordancewlth iOU.SC' l e i l t a ) . 

merit DI Dflense place creiter reliance on 
tommerclal product* and commercial style 

Also amends 10 U.s!c. l e s i ' t o »drl the procnrcmenl procllces. This secUori •ull;<" 
provblon Ihitt an officer who is considered Ucs the held ol an agency to "S"I";P' " / ^ 
lor promotion under the waiver authority 
specified In subsection 3l3tB)of the bill. bi:t 
whose name Is not placed on the promotion 
li.'̂ t 0.1 required by subsection 11Kb) ot Ihq 
bill, sttall be considered lo have failed ot ae-
lection lor promotlon. 

A beard to select officers tor promotion 
Irom llculcnint (lleuleiianl (junior grade) 
in Ihe Navy) to captain (lieutenant (senior 
rrsde) In the Navy) Is not appropriate In 
those competitive cstecarlcs where con­
structive service credit li awarded and the 
promotion process Is ' tuHv quail lied." Con-
cldcra'ion for promotion to this Juiilor 
gradn In .tome categories (eg. , Chnplatm) la 

eomrrerclal-slyle procurement procedures 
lor Ih^ acqiilsltlon of comm*rctal produrLi, 
These procedures will place g^c&t^r empha' 
*ls on the use ol product deserlplloiis rather 
than detailed ape elf lea Do ru. Piorurtmenta 
using these procedures wilt be lurllicr 
itreamllnrd by requiring that a proUucL 
have achieved commcielal acceptance In 
order to compete oa a commercial prodiirl. 
However, products thai have been suppUrd 
under tecenl or current conl>a<;is lor Ihe 
same agency requirements nif.y alsa be con­
sidered II auch products olheralse meet Ihe 
criteria thai eomme:ctal proiuets must 
mcel and are evaluated on an equrvl bv:ls 

th.1t
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«Uh the commercial products. These proce­
dures V.IJ] Enulle contracting officers to 
avoid utini dL-tallcil spectf leal lens and 
liav'liil to CQnducL extensive saurce revlEui 
and producl lc:its end evaluations. Tills lec­
tion also nil] permit aclcclint pruducls on 
llie b&sli cl llie crcatesl UcncIU to Ibe 
accncy. Tills section vould malie lnapplica< 
ble to iiie purcltase of coinmetclii products 
provisions ol law thai relate ecneraiiy to 
source preferences and unique comracl re-
nulrcments If Ihcy are not equally ippllc*. 
ble to contmcii ID nlilch lite United Stales 
Oovcrntncnl Is not a party. U Is not the 
Intent ol tills icfllon (o affect or Impair ex­
isting authortlcs «lth respect to the re­
quired use of OSA as a source of supply. 
These are provisions that frequently prohib­
it or discourage many sellers of commercial 
products from competing for Oovrrnment 
contracts. Finally, this section rould estab­
lish in the Dtpartinent of Defense a three 
year pilot program al components dcstgnnt-
cd by trie Secretary of Defense for the tDiriE 
Of protests by interested pnriies in coiincc-
lion uUh the acquisition of commirrlsl 
produ :ts with an olllcial designated to hear 
proles'V During the period of llie pilot pro­
gram, tills proccdLire shall be the suie ad-
mlnl.lrEllie remedy availubte lo iiileieslGd 
pr.rtics. 

Section ZOi 
Repeals the commercial pricing certifica­

tion requirement Imposed by 10 U.S.C. 2323 
(Public Law S8-S2J) as amended by section 
626 of the Defense Acquisition Improve­
ment Act (Public \Av gj-SOO). Section 23::3 
requires the Department of Defense to 
obtain a certification from contractors thet 
the Government Is receiving the lowest com­
mercial price for spnre and repair parts pro­
cured using other than competitive piocc-
diircs The commercial pricing ccrtiflrallon 
rrrjulrcincnt Is not co:it-cf(eciive and Us con­
tinued use Imposes a burden on the procure­
ment process without a beneficial return. 

Socfion iOi 
Amends 10 U.S.C. 230S (b)(4> lo authorize 

the Department of Dcferue to evaluate com­
petitive proposals and a«'ard a contract 
vi'.hout discussions to the offeror T.hose 
proposal represents the greatest benefit to 
the Government based upon the evaluation 
fart jrs set out In the solicitation. 

The Competition In Ccntrscting Act per­
mits Award of a contract without dlacu.rslur.s 
only If. among other rcqulremcnis. It Is 
demonstrated that award of im Initial pro­
posal «ould result In the lowest overall co.-̂ t 
to the Government. Recent OAO cases have 
Interpreted this to mean that award ran be 
made viithout discussions only to the lowest 
priced acceptable offeror. 

In solicitations where en offeror other 
than the low offeror clearly provides the 
best technical proposal at • reasonable 
price. It Is In the Government's best Interest 
lo award to that offeror. A round of discus­
sions will not significantly Improve the su­
perior propn.sal. but will only result In un-
necesrisry and potentially multiple reqursts 
for best and final offers and additional costs 
to the offerors end to the Government. 

Section 20S 
Amends title 10, United States Code, and 

the Federal Property and Administrative 
Services Act lo exempt small purcha.ses 
from certahi socio-economic provisions, and 
omends various socioeconomic statutes lo 
remove specific dollar thresholds In favor of 
language establishing a uniform threchold 
for their application at the small purchase 
Ihrcsliold In section 2303 of title 10. United 
Stales Code or In section 303(c-(2) of the 
FediTiii I^operly and Adniliiistratl\e Serv­
ices Act of 1940 for agencies other than 

those subjrct to title 10. The Armed Serv­
ices rrocurCMienl Act of 1947 and the Feder­
al Property and Administration Services Act 
of 1919 Inlii-.lly tulhorUed amall purchase 
proccdiircs for piocuremenls up lo (I.OUO. 
Over the jcnrs, these Acts were amended lo 
raise the small purchase threshold to 
$3.S00, $10,000. and subsequently $25,000. 
Threshold adjustments reflected Congress' 
rccocnitlsn cf the Impact of Inflation on low 
dollai value purchases. Also over the years, 
Congress enacted IcgUl.-'tlon, generally out-
clilc of ihe mnjor procurement statutes, 
which nonetheless lmpo.sed slgnlflcanl re-
q'.ilrrments on government acquisition. 
These utMutts were frequently drafted ao as 
lo have little or no application to small pur-
cho.'ies setting a "floor" In tenns ol contract 
dollar value at the exlstlitg statutory "cell­
ing" for small purchases. AUhough Ihe 
"celling" for small purchases was regularly 
adjusted to account for the declining pur­
chasing poner of the dolar, the "floors" for 
applying other statutory requirements did 
not keep pr.ce. Procedures orlglnclly Intend­
ed to expedite the economic acqnlslllon of 
low dollar value Items and services are now 
subject to a wide array of relatively complex 
and costly administrative steps, sollcltatlun 
provisions, and contract claus:s. 

5ec(lon ZCi 
Amends section 25 of the Office of Feder­

al Procurement Policy Act, as amended by 
P.L 100 079 (41 U S.C. 421), to pennll desig­
nation In the Depaitmont of Defeniie of an 
official at an organizational level not lower 
than an A.'̂ slslaiil Secretary of Defense 
within the Office of the Under Secretary of 
Defense for Acquisition to serve on and 
attend meetings of the Federal Acquisition 
Regulatory Council. By law, only the 
USD(A) may be designated by the Secretary 
of D::fenie to serve on the FAR Council. 
This places the UGD(A) In the unworkable 
poslllon of having to attend all sessions of 
the Federal Acquisition Reciilatoiy Council. 
V/llh the oilier extensive responsibilities of 
the USD(A). this may result In DuD not 
bei:',g represented at a large number of 
Council meetings and could serve to unrea­
sonably d l̂ay the Is.iu.mce of needed poli­
cies and procedures. 1 he other agency mem­
bers of the FAR Council ere not faced with 
a similar problem since those agencies vcre 
a.ithsrizcd to designate their Procuremcnl 
Executives cr serve on the Council. 

Si-cfion 20T 
Amends 10 U.S.C. 2138 to require a cost 

benefit anal) sis before undertaking dual 
sourclr.g for major programs and aubsys-
lems. Currently, section 2438 assumes that 
dual sourcing Is appropriate tor most major 
systems and subsystems and requires de­
tailed Justification when dual sourcing Is 
not considered appropriate. Dual sourcing 
decisions should be made on a caseby-cose 
basis, with detailed consideration of cost 
end other factors. Any unit cost savings 
times the number of units to be procured 
competitively should b: sufficient to amor-
tl,:e tlie cosis associated with dual sourcing. 
These costs Include facility cosls, shorter 
production runs, lower production rates, du­
plicative qualification costs, "educational 
buys." and the costs associated with tech­
nology transfer. This amendment recognizes 
the fact that the dual sourcing decision Is a 
complex one and that dual sourchig Is not 
suited to every major program. The change 
retains a preference for dual sourcing. but 
allows the Secretary of Defense more flexi­
bility In reaching a decision on this Issue. 

Section !0I 
Revises the Ihreshjid for Ihe mrndatory 

submission of certified cost or pricing data, 
eslublislicd undor the Truth in Negoti.itlons 

Act, from $100,000 lo $500,000 (10 U.S.C. 
2300a). Submission of ccrtllled cost and 
pricing data la required for contracls, modi-
ficallons, and subcontracls, over the slated 
threshold, except when the price agreed 
upon Is based on: adequate price competi­
tion: eslabllshcd catalog or market prices of 
commercial Items, or, law or regulation. The 
current threshold should be escalated lo re­
flect Inflation. In addition, raising ihc 
threshold will sicniflcantly reduce the pa­
perwork burden on the government and on 
contractors, and will be consistent with the 
threshold for Cost Accounting Standards, 
thai was raised lo $500,000 In 1988. 

Section 209 
Repeals the exception to 10 U.S.C. 

729Sa(d> that requires that short term 
repair work (8 months or less) on ships as­
signed to the Naval Reserve Force that are 
liomeporled on the West Coast be competed 
without regard to area. This Is an exception 
to the (cncral provl.slans til section 72I)D»'di 
that pcrmll litiiltcd area lor competition if 
adtqiiale compelllljn Is available In that 
Area The proposal would repeat live excep­
tion lo the general provision thereby aflord-
Ing llie Secretary of the Navy the authorily 
to permit shorl-term repairi to be solicited 
only In Hie homeport area unless inad-
equite coinpellllDn exisls. in •hicli case liie 
solicllallon «ould be expanded to Include 
the ne;:t adjacent homeport area. 

Section 210 
Repeals 10 U.3C. 1313 tliat requlrci thai 

the Secretary of Iha Navy ensure, prior to 
award of a project for repair, alteration. 
overhaul, or convertilDn of a naval vessel lol-
lowing compctllion belween public and pri-
va'e shipynrdi. Ihal liie certain critetia 
must be niel. The bid ol Hie public shipyard 
must Include (a) the full cost (o the United 
Stales associated with future retirement 
benefits of civilian employees of that ship­
yard consistent, with computation methodol­
ogy established by Ihe Office of Manage­
ment and Budget Circular A-7e and (bl In a 
case In which equal access lo the Navy 
supply system Is not allowed to public and 
private shlp>'ards, a pro rata share of the 
costs to the Navy supply system. Costs ap­
plicable to oversight of the contract by the 
appropriate Navy Supervisor of Shlpbuiid-
hig, Conversion and Repair must bs addcJ 
to the bid of any private shipyard fur the 
purpose of comparability analysis. The 
award la required to be made using the re­
sults of the comparability analysis. Repeal 
of the provision would allow (he Navy to 
follow the Intricate methodology worked 
out Willi Congress since the Inception of the 
public/private competition program. 

Section 2il 
Repeals • provision of the Department of 

Defense Appropriations Act, 1990 which 
provides ihal the Department of the Navy 
may use no funds In the fiscal year 1090 Ap­
propriations Act lo enter Into contracts for 
the overhaul, repair or maintenance of any 
navul vessel homeporled on the West Coast 
of the United Slates which Includes charges 
for "Interporl differential" as ait evaluation 
factor for award. Repeal of the provision 
nould make 10 U.S.C.7299a(c) (he control­
ling provision. This section requires the Sec­
retary of Ihc Navy. In determining the cosl 
or price of work to be performed In an area 
outside the homeport of the vessel, lo con­
sider foreseeable casts of moving the vrisel 
and Its crew fiom the homeport lo the out­
side and from the outsUtc area back to tliL-
liomcporl of the veucl after completion ol 
the contract. 
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S.-c( it,1 213 
Kcpcal:i ID U S C. 2^a4 '\hkli rrsirlcti the 

rii;iiiilsllloil o( 'core lLn;(stiuj liir.ctlor.s" by 
roitiiiterclal contracts. Ttils piailslan of In'v 
is 110 Icr.cer neccsbiiiy u sdciiuMt t>ra<;e-
d'irci hive been devchiprd hj' the nitlltari' 
atrvlcca and nre hi pi»i« to Uttermtrie llic 
npplii-r.hllilv ol ppilormlds dei>ol inntntc-
nai.rt: li^ncLloni OEttLiikall)' or b̂ - contract 

Section 211 
ncpcali 10 U.S C. aiDS ami 10 11 S C . 1166. 

pcitnlnl.nj to the p(:((ormince t j ' contrac-
(011 ul local lcd 'cotr.mrrflal scllvltlcs' lor 
ttie Govtfiim?nt Section S405 biira tlid uie 
of approprlatFj (upds to acQMltc lite JtRlii-
iii] and security gutirU Kcn,1css tor mlSltKry 
IcsiollKlion. Section 1463. as rcccntli' by s e c 
llo:i ai:) cil tlie ItOO MatJDiisl Dcferue Au-
lliorliallcin Atl. bars Ihu Arir.y and Air 
Force Irum compclln( depal maintenance 
l;isks Binong Qoicriinieiil actiittlcs and pri­
vate contractors. 

Sec( lo.i in 
Crcitlrs an e^ceplloii to the prohibition In 

1 u s e . ;3SI<e)illiM) resardlns pal mem ol 
the cust:i of scverince pny piilJ lo (Drclcri 
iinttonali empluvcd by GovcriUTicnt stritce 
contractors ouistde the United St£lC) Ciir-
rcntii iucli costs are unailowatic lo the 
extent that tiicy •exceed llic amount In the 
Industry imolvcd under tiie customary or 
pre'.aillns pr:ictle: lor firms tn th.tt litdL.>-
tiy perfoMiilnB (initiar scivlces In the 
United States . . ," 

1 he propBoCd exception in the nature cf • 
pieAi;so at tlie end of the itlbi;arai;r>pU 
«iiult' mnke severance pay paid in orders to 
comp y tvUh loeiil hoiit nuliipn i;iA3 go\cin-
liifi s j ch payments allocable nolv Ithsland-
Inn that such p&yments ae out of line i^ith 
th; coriipensallc»i practice of comparable 
United Elates llrms 

Subsection (b) DI sccticn iH vioiild maiti: 
dear that Itie proviso added by this imenr). 
mcnt applies pot only to eontracli entered 
Into irier the date of the Icilslationi enact. 
nitnt. but also to contracts entered Into 
pricr to the dale cl enactment, provided In 
ail events that the co^ts vtrt Incurred by 
the contractor after the dste Qf enactment. 

£eciion 2JS 
Amends 10 U.3C. 230Bih) to autliorlze ar. 

£enals and other Army Industiini activities 
to sell supplies, ficrt'lcrs. or tioils outr.lde the 
D^pnrtmnnt of Defense If the arlldei lo be 
»old may be Incortioraled Irto Items to be 
sold or used In k conlrKcl with, or for the 
purpose! of aollelllni > coniiact with a 
[ilelidty forclfn covernmcnl, or «l]l be uied 
In commirclal expendable launch vehicles. 

£ecflon 2J£ 
Authorizes the military departments and 

the defense tcencics lo require contractors 
(0 print technical data latiicr than requlr 

t l ) priDrriljos prcccdiires tor the procure­
ment of supplies cr services; 

12) pri"!rri'jrs pieterenccs lo be given lo 
sources or mnndalcs particular sources; 

13) pre;,tlbes requirements to be Imposed 
on cci:trnctors that relate to Ih; conlrac 
tor s pei lorinance ot the contract, or that 

(4) priscribc requirements covernlns cost 
allowability, ccst arcounllns. or eiiditlnB, 
except fur provisions Intended to nssure fl-
n.inclal Integrliy for the conJi.ct of gc.ern-
meiit proBram.s. "Assuring flnanet!:! Integri­
ty" Involves the c<elermlnallon that the gov­
ernment use of funds Is accurately Identi­
fied and leportcd. 

Subsection (a) also vould permit the Sec-
ti:t;iry lo v a h e any provl.ilon of l i» or re.tu-
latlon that he Is not otherwise autl>orl:ed lo 
waive that prescribes requirements lor the 
rnanaGcment. tesilng. evaluation of. or re­
porting on. n program. 

Sutscctle>n (b) would permit the Secretary 
to dcislzr'.ate up to st:t major rielense acqnUI-
tlun programs, as defined In 10 I'.S C. 2430. 
lor partlclpalicn tn the pilot program. 

Subsection <c) would require the Secre­
tary to promulcale regulations to Imple­
ment the pilot program within 210 dav.i 
After the date cf enactment cf this lav. 

Sub:>cctlon Id) would require the Secre­
tary of Defense to provide the Congress 
notice of his Intcnllcn to desiyTiate a major 
ctetonsc acquisition program for Inclusion In 
the pilot program. 

£er(ion 2iS 
Amends the Act of March 3. 1931 (the 

Davis Eacon Act) to rai^e the threshold for 
application of the st.itute lo contractj-ln an 
amo\inl of $2S0.000 This will encourage 
greater partlclpalicn by small and minority 
bii:ilnesses and will reduce the sdministra-
the burden on agencies. This scr'.icn would 
also permit greater use of entry- and train­
ing level "helpers" by recognizing • seinl-
ekillcd lielper classiflcallon: rrqulic sepa­
rate wage surveys to be conducted for rural 
and urban areas: prohibit splitting up large 
contracts to avoid the threshold; move re­
sponsibility tor debarment ot flnns or per­
sons violaling Davis Bacon from the Comp­
troller Qeneral to the Department of Labor. 
rhially. tills section would significantly 
reduce the paperwork burden by reducing 
from weekly to quarterly tlie required sub­
mission ot detailed payroll records to the 
govenvmcnt—at a minimum, lliree submis­
sions would be required, fit the biglnnlng. 
midpoint, and conclusion of the contract 
period. 

TITLE III—CIVILIAN rCRSOMMIX 

Secffon 30t 
Repeals 6 U.S.C. 3328 wlilch generally pre-

tentcd employment of retired military 
members within 180 days of their retire­
ment, The leo day waiting period lor retired 

will tatilliate recrullmcnl by provldlnii the 
;>ai)ie rclocr.tlon benefits to employees trans 
fcirint! lo Alaska and ilawall lu tn olh(r 
states. ' 

Srclion iC4 
Amends S U.S.C. BUS to liiriudc cinpluy 

cei bC t.imlly niciiibura a&>ilFne(t In Alai.ka tir 
llav.iii and eiriploycrt who have sinned 
mandatory mobllhy agtreincnts ».H a condi­
tion ot eii'plcynienl amint lUose lor uliuin 
transport at ton ot remt.lf-'i, deprndcnU nnd 
tHecti are authorlzi-J. Kniiciment en litis 
ihanite will remove a deterrent lo rteruii-
nteiit fur rosltloiu In Ata îV.a. ilawall or 
tinder mandatory mohthly SRrcemcnls. 

Scct.'aJi 305 
Amcndj } u s e . MH to Incltide the rte-

piiblic o( Panama a* a post of assignment 
lor which separate mait.ttnance Dliu^.'ince 
may be cuthatiiied. This will help avoid tin-
poshlon of unaccCptZLblc eeaiiomic burdens 
on current and future emplojces " h o noiiUl 
othtrvvtse be required to establlsli snd.'or 
mnlntain a second residence at their OWIL ex­
pense wheie family members may not ac-
toinpnay the enipiovee to fannnin tir nn:st 
be evacuated at the dirccilon ot tlie Gavcrn-
ment. 

Section 30e 
Anieiv.la i U S C. 6012 by provldliig tt;iit 

the lit) i.-;sximum allovniice will not apply 
within DoD and by authorising the Eei re-
tary of Defense lo adjust the remnte work­
site altonaiiee la ahevi^te deterrents to 
hirinc and retrklntng employees. This will tn-
cDliale hlrlna aiid rcialnlna tmptoyeei and 
will Increue an altcwnnce set almost :0 
IrBi-j ato. The current rsle b hisdeqiiMc in 
eover the expenses, hardships, and hicon-
vrnlences aisr.ciated with itsslgnmcnii on 
Isolated Island) or sites In dcsirits or other 
areas rrtnote from ehltizallan. 

Si'cflon 307 
rtepeals ID U.3 C. ll&tb)<2) which pio-

ildfS that Conrtesi shall authorize cl'.tilAn 
personnel end atrenglh fur each component 
ot the IVpsrtment of Defense. These work 
force lloori and cdtinES restrict ll)e autimr 
lly of the Secretary ol Defense BUd the 
Service Secretaries, and their ability lo cf-
lertitely manage the Department's re 
EOiircu consist I nl with ehaiiElng missions 
lt:id overall personnel rcqulrcinenLs. 

Section 30S 
Amends 10 U.S.C. 12D. These work force 

floors and ceilings restrict li.e authority of 
the Secretary ot Defense and the Service 
Secretaries, and their ability lo effectively 
manace the Department's resources consist­
ent with changing missions and overall per­
sonnel requlremeiits. 

SubEectlon U ) ot emended seclicn 129 de-
lelL'S the requirement to manage the Chilian 

Ing them lo tlcitvcr the data •* directed by " " ' " > ' . " " . J " " ? »""? discourages well p^nomt\ ol the Deparlmtitl of Dtlense on 
Ihe Government Prinling Otilce lor print J"al'"e«» «"<! highly Ualned candidates ,t ,t basis of aulliorlzed end tt icnglh and 
Ing This will reduce li.e cost of defense Jrom compeling for civilian positions Ui the ptovldcs Ihal the management ot suvh per 
proevircment ol technical dnla. Improve de­
fense data inaniEemcnl prccedtires, and 
iciTiave one barrier to Ihe use ot commercial 
products by the Department of Dclervse 

Section 217 
Adda • necF section 23j ] to title 1. United 

Statej Code Subsection (a) would authorize 
the Secretary of Defense 10 conduct a pilot 
proEram lor up to al.i major defen.ie pro. 
Btami In order lo lest methods lo Increase 
Ihe rfleclU'cncss and efficiency ol the ac 
(lul^llinn proccris. This section would alî o 
permit the Seerelsry to waive lor purposes 
of the pilot proitram any provî plon of law or 
regulations that he Is not oiiierxlse entitled 
to naive, thai Is not equally appticHble to 
ccntraeti lo whicli live UiiltLd Scilr.s gov­
ernment Ls not a party and that: 

Department of Defense. Elimination of the 
walling period will enable DoD to better 
compete with the private sector lor appli­
cants with critical skills. 

Section 302 
Amends S U.S C. 4301(2) to exclude from 

system coverage temporaries serving on less 
than 1 year appointments v.lthln the De­
partment of Defense except upon pay 
change or reemployment. Temporary ap­
pointments do not warrant the expenditure 
of lime and resources required by the per­
formance appraisal process. Such coverage 
overloads administrative systems, dralrvs 
manpower and Increases paperwork. 

Section JOJ 
Amends 8 U.S.C. S724a to provide house­

hunting trips to Hawaii and Alaska. This 

sonnel shall not be subject to any statutory 
end strength, woik year floor or nilnhntim 
staffing level. 

Subsection lb) of amertded section 129 de­
letes the prohibition acalnsl inllilary secre­
tary control of the number of or funds avail­
able tor Indirectly funded employees of the 
Department of Defense. 

Subsection (c) of amended section 120 
rccnacts existing subsection (c)(1). As 
amended. s-Jbscction tc) no longer Includes 
In the definition of •Indirectly funded' em­
ployees those "whose salary and benefit.^ 
nre funded from sources other than appro­
priated funds." 

fecl ion 309 
Repeals 10 U.S.C. 104. 3014(f)(1). 

C0140(fHll and e014(f>(l) which rn.tcti-d nu-
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invrlcAl limits on llir ntimbrrs o( prrsotm,.! 
(.'.-Iritcd or ilrtnllrd tn manxicmrhl licrfl-
qii.irlcrs icllvlllcs. mnnSRfmrr.l hrnilqiiai-
Irti support Kcllvlttci or to Drpnrimnil 
liriidqtini Irr] KIK(I Tlirse nork (orrr (Inorn 
and rc'lhiKS restrict llie oulluirily of tlir 
Secirtnry of Defense « n i the S e n Ice Sccrc-
IRiIrs, mid their ;tbllUy cKcrlhrlf to 
nnn.ico the Depnrtincnt'a resource* con^i-.!-
er.t v.ltli clirngl:it niUslbn^ nnd oirra!l prr-
ionnci rrqiilremriitr 

SfcHon it3 
fitn'.vAf the DcinanstrMInn CItlt'S tl<-lro-

rolllnn Dexclopmenl Act o( 1900. M amend-
rd. 42 U £ C . 3374, to apply to iionr-ppro-
prittcd litnd cinploseri and to provl.ie em­
ployers seninn overs'ia a l th rcemplojmtiit 
rlr.hts the tame horneor.-ner't â •'.IMallCC 
bcnrllts thai (Iter aould have rrcrlvcd hnd 
lliey rrmnlncd aitli the CONUS bnrnd orGi-
nl.'.nllon iintlcrgolnf closure or reduction. 
Oirrcntly employed serving «>n o\ersf?j 
toiim, accompanied by their drpr.ndent!:, 
and employees ser '̂lnR ovriseru IS months 
or more after annoiinccmriit of the cirstiie 
or reduction In their CONUS or;anl:c.tlon 
are not eo>!'red by the homeo7.7icri awlst-
rn'-e progrA-n. Tlil.1 Is extremely dlsruplhe 
to lnUI\(duals ovcrscaJi nnd mislit d'.'ter 
honieo«nrrs from accepting ovcrssxi OT'l;n-
r,i?nls If there Is the potential that their 
CONUS ornnnlsaMon minht undoifo climire 
or rediirtlon ahlle they arc ovrrseas. 

T i n t i v - n t \ L MorntTY 
SccHnniOt 

/ m e n d j lectlotvi 201 of the Federal Prop­
erty and Adnilnl.<;trnllve Scr\li.-rt Act of lft<9 
(40 U B C. 4nS) to penult the Orp^irlDcnl nt 
Dclcnr.e to receive half of the reveni-rs afn-
rrnled by the MIS CJI CJICCSH rrnl property 
tuiilcr the rnnlrol of the Dep^.rtinriit U-i Irr 
I e pro|)0-.al the Ai'nihilslritor i.i<ti'.d de-
r'">ll lir.lf of the net proc'fds Into a «perli;l 
arcoiiMl if the Department of "Jefcnse In 
the mon irr and to I'le extc'it pro\ldcd In 
a.'i appropriation act. Currently, arcllon 2i)4 
requires that these revenurc be dopor-lted 
Into the Treasury as mlseellnneiM: receipts. 
f ict ion 201, ai ai:iendej. »oulJ provMj a 
sTonc liirentlve for nisnaneia of r'nl prop 
r:ty I'lidrr tlie ronliol cl the D'-partmenl of 
Pjfen-'e to cx.-urliic the lonp teini ri.qiili'--
nien") lor Innil and delonutiic II certitlii P M -
Cih ate nec:;«?ty for the iiii'lon'c mllhLrj 
f Ir.iii'M o! could b; decir.rcd er.erv f.ir .T.IO. 

5ri.-.'lc:i iCl 

Ar-.iei-.d? 10 0 .S,C. irflT to prrrrll •.}..•- .t̂ jc-
retrry of a military drpartnent to ret.iln 
ti.'.ll of the net proceed,- received â  r?nt lor 
let-rt of properly under the control of the 
re;.oilni?nt. Under the ptoposul. the EM 
thotlty of the Pi-crttsry cof.reincd to rcl-̂ -ln 
or to exi>?nd ,'.ucii p'ocecd,^ would he r.ver-
rir-'J III i l i i mr.nner and to the extent pro­
vided In an approprlntlnn act. Currently, 
serllon '.(i'l rrtiulrcs that his money be d;-
Pcr.ltcd Into the Trersviry r.-: nilscf!;^;icoi;s 
rerelpu<i. CNcept lor rent rccelied iir.d'r a 
li'?ne lor acilriiltuial or rrv.lnf pu(|>75''s. 
G '̂C'Icn Zrsi, as amondcd, would riKo^iirro 
Instslltitii;! cotimianders n,-id other rcr.l 
properly mi-iarera v.lthin a nillltr.-y ii'p.-.rt-
iiTi'.i to cjtn-.ilne their Imnicdir.te land u-.e 
rr-iulri rienti n'llh a i l e a to liirrc.\"!lng the 
\:v: uf lea-.rs rlicrc deemed appropriate o 
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COMPACT'S 
DRAFT STANDARD FORM 

GOVERNMENT CONTRACT FOR 
COMMERCIAL PRODUCTS 



S O L I C I T A T I O N . O F F E R A N D A W A R D Pag a of 

1 CONTRACT NO 2 SOLICITATION NO. 3 TYPE OF SOLICIT A-
TION 
• SEALED BIO (IFB) 
(~~) NEGOTIATED (RFP) 

4 DATE ISSUED 5. REQUISITION,PUR­
CHASE NO. 

COOE 

'nW^T 
1735 New York Avenue, N.W., Suite 500 
Washineiton, D.C. 20006 

7. ADDRESS OFFER TO (if other than Hem 6) 

NOTE. In sealed bia sollciiaiions "oHar and 'otfarer' mean 'tiid* and 'bidder* 

SOLICITATION 
8. Sealed offars in original and copies for furnishing tha supplies or sarvica* in tha Schedule will ba received at tha place 
specified in Item S, or if handcarriad, in tha depository located in 
until local time 
CAUTION - LATE Submissions, Modifications, and Withdrawals Saa Saction L, Proviaion No. 52.214-7 or 52.215-10. All offers 
are subject to all terms and conditions contained in this solicitatiort. 

9 FOR INFOfMATION 
CALL: 

K NAME 
William A. Shook 

B. TELEPHONE NO. (Include area code) (NO 
COLLECT ( > a S ) ( ? 0 2 ) 6 2 8 - 1 7 0 0 

OFFER (Must b« fully completgd fay oWeror) 
to. In compliance with the abova, the undersigned agrees, if this offer is accepted within. .calendar days (60 calendar 
days unlass a different pariod is Inserted by the offeror) from the date for receipt of offers specified above, to furnish any or all 
items upon which pricas are offered at tha price set opposite each Item, delivered at tha dasignatad point(s) within the time 
specified in tha schedule, 

11. DISCOUNT FOR 
PROf^PT PAYIklENT 

10 CALENDAR DAYS 20 CALENDAR DAYS 30 CALENDAR DAYS 
% 

CALENDAR DAYS 
% 

12. ACKNOWLEDG­
MENT OF AMEND­
MENTS (The offeror 
acknowledges receipt 
of amendments to the 
SOLICITATION for 
offerors and related 
documents numbered 
and dated 

AMENDMENT NO. DATE AMENDMENT NO. DATE 

COOE \_ 13A. NAME AND AD­
DRESS OF OFFEROR 

FACaJTY M. NAME AND TITLE OF PERSON AUTHORIZED 
TO SIQN OFFER (type or print) 

13B. TELEPHONE NO. (Include area coda) 13C. CHECK IF REMIT­
TANCE ADDRESS IS 
DIFFERENT FROM 
ABOVE. ENTER SUCH 
ADDRESS IN | H 
SCHEDULE I 1 

IS. SIGNATURE 18. OFFER DATE 

AWARD (To b» completed by Govfnment) 
17. ACCEPTED AS TO ITEMS NUMBERED 18. AMOUNT 19. ACCOUNTING AND APPROPRIATION 

20 AUTHORITY FOR USING OTHER THAN F U U 
AND OPEN COMPETITION: 

H ID u s e . 2304(c) ( ) 
41 u s e . 253(c) ( ) 

21. SUBMITINVOICES TO ADDRESS SHOWN IN 
(4 copies unless otherwise spacifiad) 

ITEM 

22 ADMINISTERED BY (If other than Ham 6) 0006 L 23. PAYMENT IWLL BE MADE BY " " ^ 

24. NAME OF CONTRACTING OFFICER (Type or 
print) 

29. UNITED STATES OF AMERICA 

(Signature of Contracting Offlcars) 

26. AWARD DATE 

Standard Form '3 C 



SECTION B - SCHEDULE OF SUPPLIES 

ITEM NO. PRODUCT 
DESCRIP­

TION 

PRODUCT 
NUMBER 
and/or 

NATIONAL 
STOCK 

NUMBER 

OPTIONS QUANTITY UNIT PRICE DISCOUNT 
% 

EXTENDED 
AMOUNT 



C.I. 

C.2. 

D.I. 

D.2. 

E.1. 

SECTION C - PRODUCT DESCRIPTION/SPECIFICATION 

Functional Specifications 

Performance Specifications 

SECTION D • PACKAGING AND MARKING 

All products shall be packaged according to standard commercial practices in order 
to insure safe arrival at delivery destination. 

All external product packaging shall be marked according to standard commercial 
practices. The following special external markings shall be added: 

SECTION E - INSPECTION AND ACCEPTANCE 

Inspection and acceptance will be performed at place and time of delivery. 

3 



SECTION F • DELIVERIES 

F.I. Delivery terms: 
FOB Origin 
FOB Destination 

F.2. Required Delivery Date(s): 
Item No. on or before 

(date) 

Item No. on or before 

Item No. on or before 

F.3. Desired Delivery Date(s): 
Item No. on or before 

Item No. on or before 

Item No. on or before 

(date) 

(date) 

(date) 

(date) 

(date) 

SECTION Q - CONTRACT ADMINISTRATION DATA 

G.LThe following information Is for informational purposes only and is to be completed 
by the contracting agency. 

SECTION H - SPECIAL CONTRACT REQUIREMENTS 

H. 1. This is a contract for commercial products. No requirements other than those found 
elsewhere in this contract will apply unless approved at a level above the contracting 
officer. 



SECTION I • GENERAL TERMS AND CONDITIONS 

Federal Acquisition Regulation (FAR) Applicability 

1.1. Solicitation, evaluation and award shall be made in accordance with FAR Part 14 or 
15, as applicable. 

Uniform Commercial Code 

1.2. Unstated terms and conditions will be governed by the applicable portions of the 
Uniform Commercial Code. 

Change Orders 

1.3. If the government issues a change order causing a delivery delay or cancels an 
order less than sixty (60) days prior to scheduled shipment, the government shall 
pay a five percent (5%) charge based upon the contract price of the product. A 
government extension of delivery dates more than six (6) months beyond the 
original delivery date shall subject the government to an increase in product price 
equal to the percentage change in published catalog prices. 

Patent and Copyright Indemnity 

1.4. The offeror shall, except as othenwise provided below, defend or settle any claim 
made or any suit or proceeding brought against the government so far as it is based 
on an allegation that any product furnished hereunder infringes a patent or copyright 
of the country in which the government takes delivery of said product, if notified 
promptly in writing and given information, assistance and the sole authority to 
defend or settle same at the offeror's expense, and the offeror shall pay all damages 
and costs finally awarded therein against the government. In case said product is 
in such suit held to infringe and the use of said product is enjoined, or in the case 
of a settlement as referred to above, the offeror shall have the option, at its own 
expense, to procure for the government the right to continue using said product; 
or replace same with a non-infringing product; or modify same so it becomes 
non-infringing; or refund the depreciated value of said product and accept return 
of same. The offeror shall have no liability for any Infringement of patents. 
copyrights, trademarks or other intellectual property rights resulting from com­
pliance with the government's designs, specifications, or instructions; from 
modification of said product; from use of said product other than as specified in 
relevant publications of the offeror or from use of said product with products not 
supplied by the offeror. 



Technical Data Rights 

1.5. Unless otherwise agreed, the Government shall have only limited rights in technical 
data specified for delivery under this contract pertaining to items, components, 
processes or computer software developed exclusively at private expense. 

The term "technical data", as used in this clause, means recorded information, 
regardless of the form or method of the recording of a scientific or technical nature. 

The term "limited rights", as used in this clause, means rights to use, duplicate, or 
disclose technical data, in whole or in part, by or for the government, with the 
express limitation that such technical data shall not, without the written permission 
of the party asserting limited rights, be: released or disclosed outside the govern­
ment; used by the government for manufacture; or used by a party other than the 
government except that the government may release or disclose technical data to 
persons outside the government, or permit the use of technical data by such 
persons, if--

Such release, disclosure or use-

(1) Is necessary for emergency repair and overhaul; or 
(2) Is a release or disclosure of technical data (other than detailed 

manufacturing or process data) to, or use of such data by, a 
foreign government that is in the interest of the government and 
is required for evaluational or informational purposes; 

Such release, disclosure, or use is made subject to a prohibition that the 
person to whom the data is released or disclosed may not further release, 
disclose, or use such data; and the contractor or subcontractor asserting 
the restriction is notified of such release, disclosure or use. 

Computer Software Rights 

1.6. The government shall have restricted rights in the commercial computer software 
and related documentation delivered under this contract. 

When acquired by the government, commercial computer software and related 
documentation shall be subject to the following: 

(1) Title to and ownership of the software and documentation shall 
remain with the contractor. 

(2) Use of the software and documentation shall be limited to the 
facility for which it is acquired. 
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(3) The government shall not provide or othenwise make available 
the software or documentation, or any portion thereof, in any 
form, to any third party without the prior written approval of the 
contractor. Third parties do not include prime contractors. 
subcontractors and agents of the government who have the 
government's permission to use the restricted rights software 
and documentation at the facility, and who have agree to use 
the licensed software and documentation only in accordance 
with these restrictions. 

(4) The government shall have the right to use the commercial 
computer software and documentation with the computer for 
which it is acquired at any other facility to which that computer 
may be transferred; to use the computer software and 
documentation with a backup computer when the primary com­
puter is inoperative; to copy computer programs for safekeep­
ing (archives) or backup purposes; and to modify the software 
and documentation or combine it with other software, provided 
that the unmodified portions shall remain subject to these 
restrictians. 

Warranty 

1.7. The offerors standard commercial warranty for the product(s) being sold is hereby 
incorporated by reference. 

FAR Clauses Incorporated By Reference 

1.8. This contract incorporates the following clauses by reference, with the same force 
and effect as if they were given in full text. Upon request, the Contracting Officer 
will make their full text available. 

- i • 

52.203.1 - Officials Not to Benefit 

52.203.3 - Gratuities 

52.203.5 - Contingent Fees 

52.203.6. As modified - Restriction on Subcontractor Sales to 
the Government [Paragraph c which requires flowdown is 
eliminated. 

52.203-7, As modified ~ Anti-Kickback Procedures [Paragraph (c)(5) 
which requires flowdown is eliminated. 52.203.7002 - Statutory 
Compensation Prohibitions and Reporting Requirements Relating 
to Certain Former Department of Defense (DOD) Employees 



52.207.4 - Economic Purchase Quantity-Supplies 

52.210.5 - New Material 

52.210.6 - Listing of Used or Reconditioned Material, Residual Inventory 
and Former Government Surplus Property 

52.210.7 - Used or Reconditioned Material, Residual Inventory, and Former 
Government Surplus Property 

52.215.1 - Examination of Records by Comptroller General 

52.219.8 - Utilization of Small Business Concerns and Small 
Disadvantaged Business Concerns 

52.219.9 - Small Business and Small Disadvantaged Business 
Subcontracting Plan 

52.219.13 - Utilization of Women-Owned Small Businesses 

52.220.1 - Preference for Labor Surplus Area Concerns 

52.220.3 - Utilization of Labor Surplus Area Concerns 

52.220.4 - Labor Surplus Area Subcontracting Program (Contracts 
over $500,000) 

52.222.20 - Walsh-Healey Public Contracts Act 

52.222.21 - Certification of Nonsegregated Facilities 

52.222.22 - Previous Contracts and Compliance Reports 

52.222.25 - Affirmative Action Compliance 

52.222.26 - Equal Opportunity 

52.222.35 - Affirmative Action for Special Disabled and Vietnam 
Era Veterans 

52.222.36 - Affirmative Action for Handicapped Workers 
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52.222.37 

52.223.2 

52.225.3 

52.225.8 

52.225.9 

52.225.7000 

52.225.7001 

52.225.7005 

52.225.7006 

52.229.3 

52.232.1 

52.232.17 

52.232.23 

52.232.25 

52.233.3 

52.243.1 

52.246.1 

52.246.16 

52.246.23 

52.249.8 

- Employment Reports on Special Disabled Veterans 
and Veterans of the Vietnam Era 

- Clean Air and Water 

- Buy American Act-Supplies [Civilian Agencies] 

- Buy American Act-Trade Agreements Act-Balance of 
Payments Program Certificate [Civilian Agencies] 

- Buy American Act-Trade Agreements Act-Balance of 
Payments Program [Civilian Agencies] 

- Buy American-Balance of Payments Program Certificate 
[Defense Agencies] 

- Buy American Act and the Balance of Payments Program 
[Defense Agencies] 

— Buy American Act-Trade Agreements Act-Balance of 
Payments Program Certificate [Defense Agencies] 

- Buy American Act, Trade Agreements Act, and the Balance of 
Payments Program [Defense Agencies] 

- Federal, State, and Local Taxes 

- Payments 

- Interest 

- Assignment of Claims 

- Prompt Payment 

- Protest After Award 

- Changes-Fixed-Price 

— Contractor Inspection Requirements 

- Responsibility for Supplies 

- Limitation cf Liability 

- Default (Fixed-Price Supply and Service) 
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SECTION J - LIST OF ATTACHMENTS 

J. 1. This contract contains the following attachments: 

SECTION K • REPRESENTATIONS AND CERTIFICATIONS 

K. 1. The following representations and certifications must be completed by the offeror. 

52.219.1 - Small Business Concern Representation 

The offeror represents and certifies as part of its offer that it _ is, _ is not a small 
business concern and that all, _ not all end items to be furnished will be 
manufactured or produced by a small business concern in the United States, its 
territories or possessions, Puerto Rico, or the Trust Territory of the Pacific islands. 
"Small business concerns." as used in this provision, means a concern, including 
affiliates, that is independently owned and operated, not dominant in the field of 
operation in which It is bidding o i Government contracts, and qualified as a small 
business under the size standards in this solicitation. 

52.219.2 - Small Disadvantaged Business Concern Representation 

(a) Representation. The offeror represents that it _ is, _ is not a 
small disadvantaged business concern. 

(b) Definitions. 

"Asian-Indian American," as used in this provision, means a United States citizen 
whose origins are in India. Pakistan, or Bangladesh. 

"Asian-Pacific American," as used in this provision, means a United States citizen 
whose origins are in Japan, China, the Philippines, Vietnam, Korea, Samoa. Guam, 
the U.S. Trust Territory of the Pacific Islands, the Northern Mariana Islands, Laos, 
Cambodia, or Taiwan. 

"Native Americans," as used in this provision, means American Indians, Eskimos, 
Aleuts, and native Hawaiians. 

"Small business concern," as used in this provision, means a concern, including its 
affiliates, that is independently owned and operated, not dominant in the field of 
operation in which it is bidding on Government contracts, and qualified as a small 
business under the criteria and size standards in 13 CFR 121. 
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"Small disadvantaged business concern." as used in this provision, means a small 
business concern that (1) is at least 51 percent owned by one or more individuals 
who are both socially and economically disadvantaged, or a publicly owned 
business having at least 51 percent of its stock owned by one or more socially and 
economically disadvantaged individuals and (2) has its management and daily 
business controlled by one or more such individuals. 

(c) Qualified groups. The offeror shall presume that socially and 
economically disadvantaged individuals include Black 
Americans, Hispanic Americans, Native Americans, Asian-
Pacific Americans, Asian-Indian Americans, and other in­
dividuals found to be qualified by the SBA under 13 CFR 124.1. 

52.219.3 - Women-Owned Small Business Representation 

(a) Representation. The offeror represents that it _ is. _ is not a 
women-owned small business concern. 

(b) Definitions. 

"Small business concern." as used in this provision, means a concern, including its 
affiliates, that is independently owned and operated, not dominate in the field of 
operation in which it is bidding on Government contracts, and qualified as a small 
business under the criteria and size standards in 13 CFR 121. 

"Women-owned," as used in this provision, means a small business that is at least 
51 percent owned by a woman or women who are U.S. citizens and who also control 
and operate the business. 

52.222.19 - Walsh-Healey Public Contracts Act Representation 

The offeror represents as a part of this offer that the offeror is or is not a regular 
dealer in, or is or Is not a manufacturer of, the supplies offered. 

52.223.1 - Clean Air and Water Certification 

The Offeror certifies that-

(a) Any facility to be used in the performance of this proposed 
contract is _ , is not _ listed on the Environmental Protection 
Agency List of Violating Facilities; 

11 



(b) The Offeror will immediately notify the Contracting Officer, 
before award, of the receipt of any communication from the 
Administrator, or a designee, of the Environmental Protection 
Agency, indicating that any facility that the Offeror proposes to 
use for the performance of the contract is under consideration 
to be listed on the EPA List of Violating Facilities; and 

(c) The Offeror will include a certification substantially the same as 
this certification, including this paragraph (c), in every nonex-
empt subcontract. 

52.225.1 - Buy American Certificate (Civilian Agencies] 

The offeror certifies that each end product, except those listed below, is a domestic 
end product (as defined in the clause entitled "Buy American Act-Supplies"), and 
that components of unknown origin are considered to have been mined, produced, 
or manufactured outside the United States. 

Excluded End Products Country of Origin 

(List as necessary) 

Offerors may obtain from the contracting officer lists of articles, materials, and 
supplies excepted from the Buy American Act (listed at 25.108 of the Federal 
Acquisition Regulation). 

SECTION L • EVALUATION FACTORS FOR AWARD 

L.I. Award shall be made to the offer representing the lowest evaluated cost to the 
government based on Initial product price and other evaluated quality costs. 

G.2. Options shall shall not be evaluated. 

G.3. Discounts for prompt payment shall not be evaluated. 

G.4. Quality cost factors to be evaluated and their relative weight are: 
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