215.404-76

(c) Shall not use the weighted guide-
lines method or an alternate struc-
tured approach.

[63 FR 63800, Nov. 17, 1998]

215.404-76 Reporting profit and fee
statistics.

(a) Contracting officers in con-
tracting offices that participate in the
management information system for
profit and fee statistics must send com-
pleted DD Forms 1547 on actions that
exceed the cost or pricing data thresh-
old, where the contracting officer used
the weighted guidelines method, an al-
ternate structured approach, or the
modified weighted guidelines method,
to their designated office within 30
days after contract award.

(b) Participating contracting offices
and their designated offices are—

Contracting office Designated office

ARMY

Headquarters, Department of
the Army, ATTN: SAAL—
PA, Skyline 6, Suite 302,
5109 Leesburg Pike, Falls
Church, VA 22041-3201.

NAVY

Commander, Fleet and In-
dustrial Supply Center,
Norfolk, Washington De-
tachment, Code 402,
Washington Navy Yard,
Washington, DC 20374—
5000.

AIR FORCE

Air Force Materiel Command
(all field offices).

Air Force Materiel Command,
645 CCSG/SCOS, ATTN:
JO10 Clerk, 2721 Sac-
ramento Street, Wright-Pat-
terson Air Force Base, OH
45433-5006.

(c) When the contracting officer dele-
gates negotiation of a contract action
that exceeds the cost or pricing data
threshold to another agency (e.g., to an
ACO), that agency must ensure that a
copy of the DD Form 1547 is provided to
the delegating office for reporting pur-
poses within 30 days after negotiation
of the contract action.

(d) Contracting offices outside the
United States, its possessions, and
Puerto Rico are exempt from report-
ing.
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(e) Designated offices send a quar-
terly (non-cumulative) report of DD
Form 1547 data to—

Washington Headquarters Services, Direc-
torate for Information Operations and Re-
ports, (WHS/DIOR), 1215 Jefferson Davis
Highway, Suite 1204, Arlington, VA 22202-4302

(f) In preparing and sending the quar-
terly report, designated offices—

(1) Perform the necessary audits to
ensure information accuracy;

(2) Do not enter classified informa-
tion;

(3) Transmit the report via computer
magnetic tape using the procedures,
format, and editing process issued by
the Director of Defense Procurement;
and

(4) Send the reports not later than
the 30th day after the close of the quar-
terly reporting periods.

(g) These reporting requirements
have been assigned Report Control
Symbol DD-AT&L(Q) 1751.

[63 FR 55040, Oct. 14, 1998. Redesignated at 63
FR 63800, Nov. 17, 1998, as amended at 66 FR
52952, Aug. 31, 2000; 65 FR 58607, Sept. 29, 2000;
66 FR 49863, Oct. 1, 2001; 66 FR 63335, Dec. 6,
2001; 67 FR 4208, Jan. 29, 2002]

215.406-1 Prenegotiation objectives.

(a) Also consider—

(i) Data resulting from application of
work measurement systems in devel-
oping prenegotiation objectives; and

(ii) Field pricing assistance personnel
participation in planned
prenegotiation and negotiation activi-
ties.

(b) Prenegotiation objectives, includ-
ing objectives related to disposition of
findings and recommendations con-
tained in preaward and postward con-
tract audit and other advisory reports,
shall be documented an reviewed in ac-
cordance with Departmental proce-
dures.

215.406-3 Documenting the negotia-
tion.

(a)(7) Include the principal factors re-
lated to the disposition of findings and
recommendation contained in
preaward and postaward contract audit
and other advisory reports.

(10) The documentation—

(A) Must address significant devi-
ations from the prenegotiation profit
objective;
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(B) Should include the DD Form 1547,
Record of Weighted Guidelines Applica-
tion (see 215.404-70), if used, with sup-
porting rationale; and

(C) Must address the rationale for not
using the weighted guidelines method
when its use would otherwise be re-
quired by 215.404-70.

215.407-2 Make-or-buy programs.

(e) Program requirements—(1) Items and
work included. The minimum dollar
amount is $1 million.

215.407-3 Forward pricing rate agree-
ments.

(b)(i) Use forward pricing rate agree-
ment (FPRA) rates when such rates are
available, unless waived on a case-by-
case basis by the head of the con-
tracting activity.

(i) Advise the ACO of each case
waived.

(iii) Contact the ACO for questions
on FPRAs or recommended rates.

215.407-4 Should-cost review.

(b) Program should-cost review. (2) DoD
contracting activities should consider
performing a program should-cost re-
view before award of a definitive con-
tract for a major system as defined by
DoDI 5000.2. See DoDI 5000.2 regarding
industry participation.

(c) Owverhead should-cost review. (1)
Contact the Defense Contract Manage-
ment Agency (DCMA) (http:/
www.dcme.hqg.dla.mil/) for questions on
overhead should-cost analysis.

(2)(A) DCMA or the military depart-
ment responsible for performing con-
tact administration functions (e.g.,
Navy SUPSHIP) should consider, based
on risk assessment, performing an
overhead should-cost review of a con-
tractor business unit (as defined in
FAR 2.101) when all of the following
conditions exist:

(1) Projected annual sales to DoD ex-
ceed $1 billion;

(2) Projected DoD versus total busi-
ness exceeds 30 percent;

(3) Level of sole source DoD contracts
is high;

(4) Significant volume of proposal ac-
tivity is anticipated;

(5) Production or development of a
major weapon system or program is an-
ticipated; and
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(6) Contractor cost control/reduction
initiatives appear inadequate.

(B) The head of the contracting ac-
tivity may request an overhead should-
cost review for a business unit that
does not meet the criteria in paragraph
(c)(2)(A) of this subsection.

(C) Overhead should-cost reviews are
labor intensive. These reviews gen-
erally involve participation by the con-
tracting, contract administration, and
contract audit elements. The extent of
availability of military department,
contract administration, and contract
audit resources to support DCMA-led
teams should be considered when deter-
mining whether a review will be con-
ducted. Overhead should-cost reviews
generally shall not be conducted at a
contractor business segment more fre-
quently than every 3 years.

[63 FR 55040, Oct. 14, 1998, as amended at 65
FR 52952, Aug. 31, 2000; 65 FR 58607, Sept. 29,
2000; 67 FR 49252, 49255, July 30, 2002]

215.407-5 Estimating systems.

215.407-5-70 Disclosure, maintenance,
and review requirements.

(a) Definitions.

(1) Acceptable estimating system means
an estimating system that—

(i) Is established, maintained, reli-
able, and consistently applied; and

(ii) Produces verifiable, supportable,
and documented cost estimates.

(2) Contractor means a business unit
as defined in FAR 2.101.

(3) Estimating system is as defined in
the clause at 252.215-7002, Cost Esti-
mating System Requirements.

(4) Significant estimating system defi-
ciency means a shortcoming in the esti-
mating system that is likely to con-
sistently result in proposal estimates
for total cost or a major cost ele-
ment(s) that do not provide an accept-
able basis for negotiation of fair and
reasonable prices.

(b) Applicability. (1) DoD policy is
that all contractors have estimating
systems that—

(i) Are acceptable;

(ii) Consistently produce well-sup-
ported proposals that are acceptable as
a basis for negotiation of fair and rea-
sonable prices;
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