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Policy Alert 16-041 -- Policy Alert Summary for the Month of March 2016

The recap of the Policy Alerts that were issued for the month of March 2016.

Policy Alert 16-042 -- Source Selection Procedures (2016)

Director, Defense Procurement and Acquisition Policy memorandum of April 01, 2016, issues the new Department of Defense Source Selection Procedures (SSP) and rescinds the DPAP SSP memorandum of March 4, 2011 with exceptions noted below. The new SSP expands the discussion of both Tradeoff and Lowest Price Technically Acceptable source selection procedures consistent with Better Buying Power initiatives, modifies evaluation methodologies, updates statutory and regulatory references, and includes best practices obtained through peer reviews.

The new DoD SSP is posted at PGI 215.300 and is effective as of the date of the DPAP memorandum (April 1, 2016). Solicitations with a Source Selection Plan approved by the Source Selection Authority prior to May 1, 2016 may continue to use the procedures set forth in DPAP SSP memorandum of March 4, 2011.

Please Note: PGI 215.3 (Source Selection) was revised April 1, 2016, and Contracting Officers should be aware of the revisions, especially paragraph PGI 215.371 (Only one offer): 

PGI 215.371-2 (Promote competition)

(a) For competitive solicitations in which more than one potential offeror expressed an interest in an acquisition, but only one offer was ultimately received, the Contracting Officer shall—

(1) Seek feedback (e.g., issue an RFI) after award from potential offerors expected to submit an offer; and

(2) Document any feedback received in the contract file.

(b) Agencies shall use any feedback received when considering how to overcome barriers to competition for future requirements.

Policy Alert 16-043 -- Guidance on Using Incentive and Other Contract Types

Director, Defense Procurement and Acquisition Policy memorandum of April 01, 2016, issued "Guidance on Using Incentive and Other Contract Types." The memorandum highlights guidance developed as an element of the Under Secretary of Defense for Acquisition, Technology and Logistics (USD (AT&L)) Better Buying Power 3.0 - Achieving Dominant Capabilities through Technical Excellence and Innovation initiative. The analysis behind the 2014 Annual Report on the Performance of the Defense Acquisition System, published by the USD (AT&L)) on June 13, 2014 demonstrated that the use of cost-plus-incentive-fee and fixed-price-incentive Firm Target contracts was highly correlated with programs that achieved better cost and schedule performance outcomes. This guidance addresses, in a comprehensive way, the considerations our contracting and acquisition professionals should take into account when selecting and negotiating the most appropriate contract type for a given requirement. 

There isn’t always the appropriate contract type; however, there is strong evidence that incentive type contracts (fixed-price incentive and cost-plus-incentive-fee), can lead to better results when incentives are properly structured to motivate performance. To assist contracting and program management personnel, this guidance specifically addresses how to structure an effective incentive arrangement, with an emphasis on assessing and quantifying risk and negotiating reasonably challenging, but achievable, target costs. "Guidance on Using Incentive and Other Contract Types" will be posted within the Defense Federal Acquisition Regulation Supplement (DFARS), Procedures, Guidance and Information (PGI) at DFARS PGI 216.104. Further details (along with Guide) may be found within the DPAP memorandum.

Please note: The Defense Acquisition University (DAU) is developing two complementary, corresponding Continuous Learning Courses (CLC) entitled, "Understanding Incentive and Other Contract Types" and "Advanced Issues in Incentive Contracting." These courses are expected be released in 2016, and will provide a great opportunity for contracting professionals to enhance their knowledge of when and how to use incentive contracts. The Director, DPAP encourages contracting professionals to include both of these courses as part of their ongoing professional development and required continuous learning points.

Policy Alert 15-048 -- **Updated**Product Service Code Selection Tool

04/11/2016 Update:

Publication and Distribution of Final Product Service Code (PSC) to Object Class Code (OCC) Crosswalk, Version 2.0

The Offices of the Under Secretary of Defense (Comptroller) (OUSD(C)) and OUSD for Acquisition, Technology and Logistics memorandum of March 4, 2016, announced the release of the crosswalk to be used in Fiscal Year 2016 and beyond, and establishes a framework for future updates. The updated crosswalk defines the relationship between the OCC and the PSC for commercial purchases. Please note: The Product Service Code Tool has been updated for the crosswalk changes.

*****************************************************
Reference: 07/24/2015 Update:

Assistant Secretary of the Navy (Research Development and Acquisitions) and Assistant Secretary of the Navy (Financial Management and Comptroller) joint memorandum of July 23, 2015 provides a summary of the guidance that is set forth in the references, and to ensure a repeatable process that results in the more accurate, consistent selection and alignment of Product Service Codes and Object Class Codes within the Department of the Navy (DON). Both PSCs and OCCs are used to analyze, forecast and manage the DON's spend of scarce resources on contractual services. Department of Defense and Congress also use the PSC and OCC data to analysis and management of the DON's budget and their oversight of services acquisition. Capturing accurate, consistent and repeatable PSC - OCC combinations will enable linkage of procurement and financial data, eliminate erroneous data, and result in the DON achieving more accurate accounting of contract line item expenditures of contractual services.

******************************************

Director, Defense Procurement and Acquisition Policy (DPAP) memorandum of February 25, 2015 announces their newest resource, the Product Service Code (PSC) Selection Tool. The PSC Selection Tool beta testing is complete, and is now in production. This tool is designed to be a resource to the procurement community and other government data stakeholders.

The tool provides a crosswalk from PSCs to budgetary object classification codes. It enables version 1.0 of the Product Service Code to Object Class Code Crosswalk announced in Director, Defense Pricing (DDP) memorandum, "Taxonomy for the Acquisition of Services and Supplies and Equipment," of August 27, 2012.

Another feature to the tool is it provides recommended North American Industrial
Classification System (NAICS) codes for many PSCs. NAICS codes are used in government procurement to identify types of industries in order to determine small business size and other socio-economic statuses. Although there is no formal linkage between the list of NAICS codes and list of PSCs, the tool suggests the NAICS codes that best align with a given PSC where possible. This assists users in determining the appropriate NAICS code by connecting the code to what is actually being procured.

Contract data quality is critical to analyze, forecast, and manage DoD spending. One component of contract quality is the proper selection of the Product Service Code that represents the goods or services being procured. Selecting the most appropriate PSCs applicable to contract line items is challenging, in part because there are over 3,000 from which to choose. This tool is designed to save time and increase PSC-selection consistency across the Department. The tool groups PSCs by DoD's taxonomy for the acquisition of services and supplies (see DDP memorandum of August 27, 2012) to speed the process of selection, and includes a key word search capability as an alternate or complementary selection method.

Policy Alert 13-003 – Updated Tripwire Implementation Guidance

*Updated info*: The updated SPAWARNOTE 4200 dated 14 Dec 2015 - Tripwire Implementation Guidance is available here: Updated Tripwire Policy and Guidance

******************************************
*Updated info*: The updated SPAWARNOTE 4200 dated 26 Sep 2013 - Tripwire Implementation Guidance is available here: Updated Tripwire Policy and Guidance

The Tripwire Implementation Guidance, as initially issued in Policy Alert 12-073, has been updated as stated in the attached guidance.

Policy Alert 16-044 -- Growth of Contracted Cost

Mr. Frank Kendall, Under Secretary of Defense for Acquisition, Technology and Logistics’ email of April 6, 2016, “Growth of Contracted Costs” sets forth the recent release of the “Annual Growth of Contract Costs for Major Programs in Development and Early Production” technical paper. Some key takeaways are: 

1. The Better Buying Power Initiative caused a 1.7% reduction in cost growth rates by creating steep drops in growth rates on development contracts. 
2. The Goldwater-Nichols Act caused a 1.07% reduction in cost growth rates by creating steep drops in growth rates of early production cost. 
3. Overall changes in contract cost growth rates are positively correlated with budget growth. 
4. Cost growth rates trends normalize or “self-correct” to unforeseen external shocks. 

These results are summarized in the new technical paper.

Mr. Kendall states: “Together with the data released last September in my annual report on the Performance of the Defense Acquisition System, this technical paper confirms that our collective efforts to control costs are producing measurable results that are indicative of the hard work of the entire acquisition workforce.” 

