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CHAPTER 1

PARTNERING OVERVIEW
1. Scope:   The term “partnering” has been used to describe a variety of arrangements or relationships between federal government agencies and private industry.  These arrangements are intended to maintain core competencies, reduce operating and ownership costs associated with underutilized capacity, enhance commercialization of dual-use technologies, and increase private sector access to defense-unique capabilities.  This Guide provides guidance on depot maintenance partnering, the use of partnering authorities and approval thresholds for partnering arrangements.  It addresses when Air Logistics Centers (ALC) and AMARC may enter into partnering agreements (PA)to provide depot maintenance services (or products) to contractors, together with related leases of underutilized depot maintenance facilities or equipment.  This Guide only applies to such leases and to such depot maintenance products/services as may be provided to a contractor for:

· Performance of a Federal Government prime contract or subcontract;

· Incorporation into an end item for a Foreign Military Sale; or,

· Incorporation into an export-controlled article and/or services.

2. Objectives of the Parties: Effective partnering requires the integration of the goals and objectives of all partners.  All partnering strategies must have a minimum of three sustainment partners, the Government Buying Activity, the Prime Contractor and the Air Logistics Centers (ALC).  The ALC includes the depot maintenance manager and the sustainment manager involved in product support.  Integration of each party’s mission area objectives into a long-term support strategy is the key to maintaining core competencies and developing innovative concepts of the public and private sectors to support the warfighter at the best value for the USAF. Here are some of the most common objectives of the parties: 

2.1. Government Buying Activity: Implement management and acquisition techniques as necessary to provide the best possible support to the warfighter while ensuring  “best value” for the USAF.  For the purposes of this Guide, best value is defined as the expected outcome of a partnership that provides the greatest combination of overall benefits to the USAF considering: warfighter support, cost, and all broader USAF objectives such as Core and 50/50 legislative requirements. The single managers desire to provide the user with superior combat capability by balancing program costs, schedule and performance elements.

2.2. Air Logistics Centers: Maintain the appropriate level of core competencies in logistics management, engineering, supply chain management, and depot level maintenance for all assigned weapon systems to meet wartime requirements and infuse new technologies into the depot.  The ALCs will maintain core logistics competencies (skills, knowledge, ability and infrastructure) as efficiently and cost effectively as possible.

2.3. Industry: Ensure long term corporate reputation as a leading provider of DoD weapon systems by supplying systems that provide superior, reliable combat capability and meet corporate fiscal objectives

2.4. Shared Objectives:  All partnership agreements must promote:

2.4.1. Superior support to the warfighter;

2.4.2. Best value to the USAF (balancing both program and broader AF objectives);

2.4.3. The mechanisms necessary to meet the USAFs Core Logistics Competencies requirements;

2.4.4. Support to future Core and SORAP analyses and decision making to enable the USAF to balance objectives of the Program with broader USAF imperatives, such as the maintenance of core competencies;

2.4.5. The ability of industry to achieve reasonable corporate fiscal goals and enhance its corporate reputation through demonstrated performance in the achievement of 2.4.1 through 2.4.4 above as applicable to the Prime Contract.

3. Partnering Authorities:  The government has the inherent right to furnish services and products, as Government Furnished Supplies and Services (GFS/S), to contractors for use in performing government contracts.  Innovative application of workshare partnering is the AFMC preferred method for partnering.  Additionally, if circumstances warrant, a DoD working capital-funded industrial facility (ALC) also may enter into direct sales agreements (DSAs) to sell its services or products to persons outside the DoD under the specific statutes.  Partnering may be accomplished using the following:

· Innovative workshare approaches

· 10 USC §2474

· FAR Part 45 

· Direct Sales Agreements (DSAs)

· 10 U.S.C. §2208(j)

· 10 U.S.C. §2563

· 22 USC §2770

· 10 U.S.C. §2474

· Leasing depot maintenance facilities and equipment

· 10 U.S.C. §2667

· 10 U.S.C. §2474

4. AFMC Partnering Review and Approval Process:

4.1. Notification: AFMC/LG must be notified of the ALC’s intent to proceed on all partnering initiatives.  For those initiatives requiring AFMC/CC or higher approval, the ALCs shall submit written requests for HQ AFMC/LG approval to begin developing the prices, terms and conditions, or any other elements of a partnering agreement, prior to the expenditure of significant resources.  The request shall provide a general description of the effort, type of partnership, estimated dollar value, and document the following:

4.1.1. Proposed partnering arrangements will not interfere with the performance of higher-priority workload supporting the ALC’s military mission.

4.1.2. Any additional Government investments in capacity required to support the partnering arrangement to include, but are not limited to; equipment purchase, facilities, minor facility modifications, shop rearrangements. New investments will be identified by the ALC and approved on a case-by-case basis in accordance with applicable policy, instruction, and/or statute.

4.1.3. Compliance with 10 U.S.C. §2474 or §2667, if a facility or equipment lease is also desired to supplement the DSA.

4.1.4. The rationale for selecting the potential partner, if more than one company desires to use a particular segment of capacity.

4.1.5. The written request shall also document the overall impact on the WCF industrial facility’s sales rates and facility/equipment utilization.

4.2. Approval Authority:

4.2.1. Approval Authority for depot supplies or services to be provided under an innovative workshare partnering arrangement.

4.2.1.1. Less than $5M is the ALC Commander.

4.2.1.2. $5M or greater is AFMC/LG.

4.2.1.3. The above approval thresholds do not apply to traditional Government Furnished Property (GFP) as may be provided under Federal Acquisition Regulation (FAR) Part 45.

4.2.2. Approval Authority for DSA under 10 USC §2208 (j) is AFMC/CC.

4.2.2.1. Less than $5M is the ALC Commander.

4.2.2.2. $5M or greater is AFMC/LG.

4.2.3. Approval Authority for DSAs under 10 USC §2563 and 10 USC §2474 where the US government will be the ultimate consumer of the goods and services provided

4.2.3.1. Less than $5M is the ALC Commander.  This approval authority may not be delegated lower than the ALC Commander.

4.2.3.2. $5M or greater is the AFMC Commander.

4.2.4. Approval Authority for DSAs under 10 USC §2563 and and 10 USC §2474, where the private sector, either domestic or foreign (i.e., commercial products, non-military) will be the ultimate consumer of the goods and services provided is the SECAF.  In the case of ultimate consumption by the foreign private sector, requests for approvals must be submitted through SAF/IA.

4.2.5. Approval Authority for DSAs under 22 USC §2770 is SAF/IA.

5. Reporting Requirements:

5.1. AFMC will report all partnering agreements to AF/IL on a semiannual basis.

5.2. Work performed by government employees as part of a DSA shall be reported and counted as organic when subject to 10 USC §2466 reporting. Work performed by private partners in a partnerhips at an ALC shall be reported and are excluded from the 10 USC §2466 workload mix calculation.  
5.3. ALCs shall provide a semiannual consolidated report listing all partnerships. The report shall include a description of workload, type of partnering relationship, dollar value, Direct Product Actual Hours (DPAH), and a comparison of actual performance to proposed performance. (put in Ils requirements)
5.4. ALCs shall brief monthly progress of execution of all approved partnering initiatives, to include cost, and schedule and quality performance verses planned performance.

6. Release of Documents:  Documents in Government possession generated in support of, or as a consequence of a partnership arrangement may be subject to release under the Freedom of Information Act (FOIA) in accordance with Title 5 U.S.C. §552.

CHAPTER 2

INNOVATIVE WORKSHARE PARTNERSHIPS

1. Authority:  The USAF has an inherent authority to furnish its supplies, facilities, and equipment to contractors for use in performing government contracts. Additionally, 10 USC §2474 provides the flexibility to develop innovative workshare arrangements. Providing such Depot supplies or services to industry through innovative workshare arrangements in support of a prime contract is AFMC’s preferred approach to partnering. Workshare is an arrangement whereby a combination of organic and commercial facilities and/or employees are used to execute  a work package; the requiring activity issues a work order to the organic participant and a contract to the private sector partner. The relationshp between the participants (requiring activity, depot maintenance and the commercial partner) is outlined in the PA.  In exercising the Government’s authority to furnish depot-provided goods and services in support of a specific prime contract, FAR Part 45 mandates two general policies:

· The Procuring Contracting Officer (PCO) must determine that providing Government furnished property or services to the contractor is in the government’s best interest; and,

· Eliminate to the maximum practical extent any competitive advantage that might arise from using such property.

2. Buying Office Considerations:  The FAR contains only express authority (and implementing clauses) dealing with traditional GFP.  This does not prevent the Government from providing depot-produced supplies or services to a contractor under innovative workshare arrangements whereby the contractor shares responsibilities associated with providing the goods and services. Special workshare solicitation clauses, contract clauses, and contract line items that facilitate or encourage workshare partnering may be created in accordance with FAR 1.102(d), FAR 45.310, AFMC FAR Supplement 5301.304.91 and this Guide.  Therefore, buying offices play a critical role in developing acquisition strategies and crafting implementing documents that facilitate partnering to provide the best value for both the specific weapon system and the broader USAF through innovative partnering.

2.1. The decision to consider partnership opportunities must include the resolution of any issues raised by a Source of Repair Assignment Process (SORAP) analysis.  Government buying activities must ensure the SORAP analysis is performed in sufficient time to incorporate the results into the acquisition strategy. The SORAP analysis is the workload assignment process that assesses four criteria to determine whether a particular workload should be organically performed.

2.1.1. Where the workload is required to sustain core maintenance capabilities IAW 10 U.S.C. §2464(a)(3), it must be assigned to an ALC.  

2.1.2. Work performed by private partners at an ALC under 10 §USC 2474 authority shall be reported and are excluded from the 10 USC §2466 workload mix calculation.  

2.1.3. The impact on the ratio of funds expended on contracted vs. organic depot maintenance must be IAW 10 U.S.C. §2466.  No more than 50% of depot maintenance funds may be expended on contractor support.

2.1.4. The results of a Cost-Benefit Analysis (CBA).

2.2. Acquisition Strategy: A fundamental element in any USAF acquisition strategy that includes sustainment should be to leverage the strengths of industry and the ALC depots to ensure best value.  This can be accomplished by encouraging partnering as a part of the acquisition strategy.  Buying offices should be aware of all SORAP and other requirements made regarding their program as associated with depot maintenance;  and be aware of existing organic capabilities that may contribute toward the accomplishment of their acquisition objectives.  As a partnering alternative for depot-provided supplies or services, workshare provides:

2.2.1. A more flexible approach to partnering whereby the depots may provide supplies/services to the prime contractor based on best value.

2.2.2. Lower level approvals and lower level AF management and oversight than required for a DSA between depot and contractor.

2.2.3. An avoidance of overhead and profit/fee costs of such supplies/services than realized in a typical DSA between depot and contractor.

2.3. Solicitation:  If the acquisition strategy includes a workshare approach to partnering, the buying activity is responsible for including appropriate solicitation and contract provisions describing the partnership and the responsibilities the contractor will accept if a workshare approach is utilized.

2.3.1. Solicitations may permit offeror’s to utilize depot-provided supplies/services based on the contractor’s assessment that the depot-provided supplies/services provide a best value approach to accomplishing the solicitation requirements.  A pictorial representation of a typical workshare partnering arrangement to provide depot supplies/services to a contractor is provided below:
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2.3.2. Typically, the RFP would require the offeror(s) to identify potential depot sources and negotiate with them the specific workload, delivery requirements, terms & conditions, prices, integration management processes, etc., as necessary to implement the partnering arrangement between the depot and the offeror.  These elements should be documented in a PA between the contractor and the depot.  The PA is then forwarded as an annex to the prime contract proposal, reviewed and approved by the buying activity and incorporated into the prime contract upon award.  The actual dollars to be paid the depot associated with the depot supplies/services should be separately identified by the contractor, and evaluated as part of the solicitation evaluation proceedings, but are not part of the contractor’s proposal.  The Depot’s portion of the dollars is paid from the government buying activity to the performing depot at the direction of the contractor.  The dollars associated with the offeror’s proposed activities associated with supporting the depot (e.g. parts, engineering, inspection, oversight, etc.) shall be included as part of the offeror’s proposal and will be obligated on the contract. 

2.3.3. The solicitation should require the offeror be responsible for the effective management and mitigation of reasonably foreseeable depot performance shortfalls.  The solicitation should expressly provide the prime contract will reflect, in every instance where depot performance (whether late, deficient, or non-existent) is alleged to negatively impact performance of the prime contract, the partner’s exclusive remedy (other than for warranty or damage to partner-owned property, see paragraph 3.6) shall be to seek equitable adjustment to the prime contract (See Appendix 3, Remedies clause and AFMC FARS 5352.211-9024 for discussion of equitable relief to be provided for Government non-performance).

2.3.4. Special workshare clauses should be negotiated to explicitly identify the contractor’s responsibilities for depot support and/or oversight.  Further, any contractor requested equitable adjustments for ALC non-performance shall be conditioned upon the contractor providing such services as the depot may require as a precondition of depot performance.  See AFMC FARS 5353.211-9025.

2.3.5. Contract:  If the acquisition strategy includes a workshare approach to partnering, the buying activity shall include appropriate contract clauses and funding mechanisms as necessary to accommodate the partnership arrangement.  The PA between the offeror and the depot generally identifies the funding process and, subject to review and approval by the PCO, shall be incorporated into the contract.  When the depot services are provided as GFS/S, the PCO shall incorporate the partnering documents into the prime contract via  AFMC FARS 5353.211-9025

2.3.6. Additional Buying office responsibilities:  After award of the contract, the buying office shall administer the workshare partnership from the standpoint of providing funding as prescribed by the PA.  Typically, the contractor determines the quantities of work to be performed by the depot and advises the buying activity as to the dollars to be provided to the depot.  Dollars are generally provided to the depot by an AFMC Form 181 (Project Order) initially, and then AFMC Form 206’s (Temporary Work Request) as firm requirements become known.  It is permissible for the contractor to have inputs into the timing and amounts of these documents based on the PA.  A sample Workshare PA- is provided as Appendix 2.

2.3.7. The PCO is not required to determine price realism or reasonableness for a the government workshare proposal.  Documentation from the AFMC designated comptroller stating that full cost recovery principals of DoD 7000.14R have been met is sufficient.

3. Selling Office Considerations:  Proposed workshare partnering arrangements must aid AFMC’s efforts to provide support to the warfighters in a manner that increases efficiency, reduces costs, and provides a net‑cost benefit.  Analysis of these factors in a business case-like process will be critical in AFMC’s ability to establish these arrangements. 

3.1. Each such ALC is authorized to consider workshare opportunities to partner based on its available depot maintenance capabilities and mission requirements.

3.2. ALCs may stimulate partnering opportunities by publishing a general notice of underutilized core capabilities or by identifying such available capabilities to particular DoD System Program Offices (SPOs) and DoD contractors.  ALC Depot representatives are encouraged to participate in acquisition planning activities to ensure buying activities are aware of potentially beneficial depot capabilities.

3.3. The determination to pursue a workshare partnering arrangement with a particular contractor shall be a business judgment of the applicable Depot Maintenance Activity Group Chief Operating Officer (COO) of the ALC.

3.3.1. The rationale may consider, among other things, a contractor’s financial strength and past performance history, as well as it’s demonstrated commitment to Alternate Dispute Resolution.

3.3.2. The rationale may as appropriate, consider the potential for additional partnering opportunities associated with a particular contractor, as well as any commitment to further share overhead burdens by relocating other DoD or commercial workloads into the proposed partnership facilities.

3.4. A Depot shall conduct a Cost-Benefit Analysis (CBA) which demonstrates a net cost benefit to the WCF.  The CBA must be coordinated with the Finacial Management Cost Analysis Group at the Depot involved.  The SORAP manual should also be consulted when the CBA, is developed but the CBA should at least include:

3.4.1. A cost/schedule/quality performance baseline for the affected Depot Maintenance Mission Area (DMMA) ;

3.4.2. A projection of the impact of the  partnership on workload efficiency and operating result for the proposed term of the partnership;

3.4.3. A discussion of financial benefits associated with any related lease of facilities or equipment;

3.4.4. A discussion of the risk associated with the proposed arrangement; and,

3.4.5. The proposed method of monitoring the actual cost/schedule/quality performance of the workshare arrangement.

3.5. A Depot shall develop a cost estimate which is calculated to fully recover all estimated costs associated with the  partnership, including capital equipment and real property costs IAW the full cost recovery principles outlined in DoD 7000.14R, 
Vol 11 B., Vol 11A, CH 1 and AFMC Financial Management Instructions.  

3.5.1. If proposed, multiyear firm, fixed priced workloads, shall be priced IAW paragraph 3.5 above. Only the current budget year shall contain FFP hourly rates or FFP unit prices.  All future periods shall be budgetary estimates subject to adjustment prior to commencement of work for those years.

3.5.2. All innovative workshare partnership workloads must be separately tracked and accounted.  

3.5.3. Evaluation adjustments should also be identified for the use of the affected buying activity and/or the contractor, where appropriate.

3.6. Terms and Conditions : A workshare PA template is included as Appendix 2 to this Guide.  Whenever the subject matter of a template clause is implicated in a worksharing arrangement, the template clauses shall be included essentially as written, except that it may be further edited to fit the circumstances.  Revisions not affecting the intent of the clause are not material and are considered acceptable editing.  Some of these Template clauses specifically address the permissible limits of liability of the WCF and shall not be substantially modified.

3.6.1. Warranty:  Correction of workmanship defects may generally be offered by the ALC providing that the appropriate WCF liability limitations are included.

3.6.1.1. Cost of performing such repair and rework must be included in any firm, fixed price.

3.6.1.2. The ALC may also procure such repair or rework from the partner, or any other commercial entity, if it is more economical to do so and if sufficient funds are available in the WCF for that purpose.  

3.6.2. Property damage: General fiscal law principles do not permit the WCF to pay, directly or indirectly, for replacement of SPO-owned property that is lost or damaged beyond economical repair. Replacement is a procurement action and will be funded through the SPO (buying office).

3.6.2.1. Depot may not accept liability for the loss/destruction of assets for which the partner would otherwise be accountable to the SPO.

3.6.2.2. The SPO may relieve the prime contractor of liability to account for any such assets provided by the partner to the depot. See AFMC FARS 5353.245-9013.

3.6.2.3. Responsibility for replacement of contractor-owned property shall be accepted by the SPO in its prime contract.  Liability for repair of equipment, which is not damaged beyond economical repair, may be accepted by the depot IAW current business practice; such liabilities can be funded through the WCF, but must be considered and recovered in prices.

3.6.2.4. The workshare PA and the prime contract shall include all terms and conditions for contractor owned property.

3.6.3. Termination and Reprocurement Costs: Termination provisions shall not expose the depot to any liability for cost of procuring replacement articles or services.  No mechanism is presently provided in DoD 7000.14-R to estimate and capitalize such risks.

3.6.4. Dispute Resolution: Refer to the Template PA at Appendix 2, for essential characteristics of this process.  Generally, the PA addresses an ADR mechanism between the depot and the contractor; however, if disputes cannot be resolved between depot and contractor management, they may then be submitted by the contractor in accordance with the disputes provisions of the prime contract.

3.6.5. Advance Payment: Although not required by statute, the DoD Financial Management Regulation requires advance payment for all depot-performed work.

3.7. Extraordinary terms and conditions within a PA are subject to the approval of AFMC/LG.

3.8. Approvals:  Final approvals to enter into workshare partnerships shall in every case be placed into, and maintained in, the official contract file by the ALC-warranted Contracting Officer who signs the prime contract.

CHAPTER 3

DSA UNDER 10 U.S.C. §2208(j)

1. Authority:  10 U.S.C. §2208(j) authorizes ALCs to sell manufactured or remanufactured articles and depot maintenance services to a private entity provided that:

· The private entity is to perform a DoD contract or subcontract; and,

· The solicitation for the contract or subcontract is open to competition between commercial sources and DoD depots; or

· The partnership will advance the objectives set forth in 10 USC §2474 (b)(2).

1.1. This statute does not provide authority to compete for subcontracts supporting non-DoD contracts, however it is authority to compete for subcontracts supporting DoD FMS contracts.

1.2. The working capital fund retains the proceeds from the sale in accordance with 10 U.S.C. §2208(c)

1.3. The Secretary of Defense (SECDEF) may waive the requirements in paragraph 1.1 and 1.2 for a particular sale if the SECDEF determines that the waiver is necessary for reasons of national security and notifies Congress regarding the reasons for the waiver.

2. Buying Office Considerations: A fundamental element in any acquisition strategy that includes sustainment should be to encourage partnering as a part of product support, to the extent practicable.

2.1. The decision to consider partnership opportunities must include the resolution of any issues raised by a Source of Repair Assignment Process (SORAP) analysis.  Government Buying Activities must ensure the SORAP analysis is performed in sufficient time to incorporate the results into the acquisition strategy. The SORAP analysis is the workload assignment process that assesses three criteria to determine whether a particular workload should be organically performed.

2.1.1. Where the workload is required to sustain core maintenance capabilities IAW 10 U.S.C. §2464(a)(3), it must be assigned to an ALC.  

2.1.2. The impact on the ratio of funds expended on contracted vs. organic depot maintenance must be IAW 10 U.S.C. §2466.  No more than 50% of depot maintenance funds may be expended on contractor support.

2.1.3. The results of a Cost-Benefit Analysis (CBA).

2.2. Solicitations may require contractors to include consideration of ALCs in any survey of the potential vendor supply base. ALC supplies/services may be obtained directly from the prime contractor or indirectly from subcontractors supporting a prime contractor. Direct supplies and services are obtained by a DSA  with an ALC

2.2.1. Flow-down provisions of the FAR do not apply to DSAs. The FAR was not intended to address Government sales to private industry.  Instead, the operation of ALCs has long been the subject of numerous internal operating instructions issued in response to congressional mandates.  These have ranged from the establishment of the Equal Employment Opportunity (EEO) program to the Hazardous Waste Management program.

2.2.2. Procuring Contracting Officers (PCOs), and Administrative Contracting Officers (ACOs) may not require the flow down of any FAR-based clauses to a DSA from any contract, which they supervise.  PCOs should include the language at AFMC FARS 5353.211-9017 AFMC FARS 5353.211-9018 in the solicitation, advising potential offerors that FAR flowdown requirements do not apply to DSAs.

2.3. The solicitation should require the contractor to propose the best value source of supply or service, the best business arrangement to provide it. and specific integration management activities necessary to achieve the required level of system performance. 

2.3.1. The extent of the prime's proposed oversight/coordination of the depot effort may be evaluated on both performance and proposal bases. 

2.3.2. The integration management actions, if documented in the PA, may be reviewed as part of the proposal risk evaluation to assess their likely impact on achieving the required level of System Performance.

2.4. The solicitation should expressly provide that the prime contract will reflect, in every instance, under a DSA where depot performance (whether late, deficient, or non-existent) is alleged to negatively impact performance of the prime contract, the partner’s exclusive remedy (other than for warranty or damage to partner-owned property, see paragraph 3.6) shall be to seek equitable adjustment to the prime contract (see Appendix 3, Remedies clause and AFMC FARS 5353.211-9024 for discussion of equitable relief to be provided for Government non-performance).

2.5. The solicitation should provide, in the event the partner retains the right to unilaterally terminate a DSA prior to the end of its term, that the Government may elect to provide it’s products and services as GFS/S. If such election is exercised, the affected prime contract shall be modified to delete the affected workload, together with the associated price adjustments.

2.5.1. The contractor shall not deem any such modification to be an unreasonable interference with the prime contractor’s performance.

2.5.2. The prime contractor shall continue to provide integration management, oversight, and recommendations to the PCO for any actions as may be required to mitigate reasonably foreseeable ALC production shortfalls. 

2.6. Partnership price evaluation: The buying office's evaluation of the proposed partnerships should include all direct and indirect costs of organic performance. The ALC selling activity is required to include all direct and indirect costs of organic performance.  The ALC’s proposed prices are subject to review by the local and AFMC comptrollers.  Because the FAR does not apply to ALC sales, there is no requirement for buying activities or contractors to perform audits on the ALC’s proposed costs. The PCO is not required to determine price realism or reasonableness.  Documentation from the designated AFMC comptroller stating that the full cost recovery principals of DoD 7000.14R have been met is sufficient.

2.6.1. Full cost recovery principles outlined in DoD 7000.14R, Vol 11 B., Vol 11A, CH 1 will be followed to ensure the full costs associated with delivery of the depot service or product are captured.

2.6.2. A contractor obtaining depot services directly using competitive processes IAW 10 U.S.C. 2208(j) need not attempt to compensate, in it’s proposal, for any advantage, or disadvantage, which is inherent to the depot delivering the services.  Some examples:

2.6.2.1. USAF: non-CAS accounting systems, non-FAR-based business systems/practices

2.6.2.2. Private industry: personnel hiring/retention only as needed

3. Selling Office Considerations: Proposed partnering arrangements must aid AFMC’s efforts to provide support to the warfighters in a manner which increases efficiency, reduces costs, and provides a net cost benefit.  Analysis of these factors in a business case process will be critical to AFMC’s ability to establish partnership arrangements. 

3.1. Each ALC is authorized to consider opportunities to partner, IAW the authorities cited in this Guide, as its available core depot maintenance capabilities will support. O&M-funded activities located at Air Logistics Centers are not considered to be WCF industrial facilities and therefore, have no statutory authority to directly sell their services under a DSA.

3.2. Marketing and Public Notice: ALCs may stimulate partnering opportunities by publishing a general notice of underutilized core capabilities or by identifying such available capabilities to particular DoD System Program Offices (SPOs) and DoD contractors. The determination to pursue a partnering arrangement with a particular contractor shall be a business judgment of the applicable Chief Operating Officer (COO) of the ALC (being the Depot Maintenance Mission Area (DMMA) for depot maintenance; the Product Support Mission Area (PSMA) for product support and/or Supply Management Mission Area ((SMMA) for supply management services).  Occasionally, both COOs must coordinate on a single, overall partnering approach, but the rationale for the determination to partner must be documented in each instance.

3.2.1. The rationale may consider, among other things, a contractor’s financial strength and past performance history, as well as his demonstrated commitment to Alternate Dispute Resolution.

3.2.2. The rationale may also appropriately consider the potential for additional partnering opportunities associated with a particular contractor, as well as any commitment to further share overhead burdens by relocating other DoD or commercial workloads into the proposed partnership facilities.

3.3. Requirements for a competitive proposal under 10 U.S.C. §2208(j):  AFMC/CC must first formally approve submitting any competitive proposal, including any supplemental lease thereto, but such approval shall also constitute his approval to execute any subsequent final offer, unless its final terms are materially modified.  The request for approval shall be submitted through AFMC/LGP and shall include a Cost-Benefit Analysis (CBA) demonstrating a net cost benefit to the WCF.  The SORAP manual should also be consulted when developing the CBA, but the CBA should at least include:

3.3.1. A cost/schedule/quality performance baseline for the affected DMMA;  

3.3.2. A projection of the impact of the DSA on workload efficiency and operating result  for the proposed term of the DSA;

3.3.3. A discussion of financial benefits associated with any DSA-related lease;

3.3.4. A discussion of the risk associated with the proposed arrangement; and,

3.3.5. The proposed method of monitoring the actual cost/schedule/quality performance of the DSA.

3.3.6. A cost proposal which is calculated to fully recover all estimated costs associated with the DSA, including capital equipment and real property costs IAW the full cost recovery principles outlined in DoD 7000.14R, Vol 11 B, Vol 11A, CH 1 and AFMC Financial Management Instructions. If proposed, multiyear firm fixed priced workloads shall be priced IAW the principles of the full cost recovery principles outlined in DoD 7000.14R, Vol 11 B., Vol 11A, CH 1 and AFMC Financial Management Instructions. Only the current budget year shall contain FFP hourly rates or FFP unit prices.  All future periods shall be budgetary estimates subject to adjustment prior to commencement of work for those years.

3.4. Workloads must be separately tracked and accounted.  

3.5. Evaluation adjustments should also be proposed for the use of the affected SPO and the contractor, where appropriate.

3.6. Terms and Conditions : A clause template is included as Appendix 3.  Whenever the subject matter of a template clause is implicated in a DSA, the Template clauses shall be included essentially as written, except that it may be further edited to fit the circumstances.  Revisions not affecting the intent of the clause are not material and are considered editing. Some of these Template clauses specifically address the permissible limits of liability of the WCF.

3.6.1. Warranty:  Correction of workmanship defects may generally be offered by the ALC. 

3.6.1.1. Cost of performing such repair and rework must be included in any firm, fixed price.

3.6.1.2. The ALC may also procure such repair or rework from the partner, or any other commercial entity, if it is more economical to do so and if sufficient funds are available in the WCF for that purpose.  

3.6.2. Property damage: General fiscal law principles do not permit the WCF to pay, directly or indirectly, for replacement of SPO-owned property that is lost or damaged beyond economical repair. Replacement is a procurement action and will be funded through the SPO (buying office).

3.6.2.1. Depot may not accept liability for the loss/destruction of assets for which the partner would otherwise be accountable to the SPO.

3.6.2.2. SPO may relieve the prime contractor of liability to account for any such assets provided by the partner to the depot. See AFMCFARS 5353.245-9013. 

3.6.2.3. Responsibility for replacement of contractor-owned property shall be accepted by the SPO in its prime contract.  Liability for repair of equipment, which is not damaged beyond economical repair, may be accepted by the depot IAW current business practice; such liabilities can be funded through the WCF, but must be considered and recovered in prices. 

3.6.3. The DSA shall include all terms and conditions for contractor owned property.

3.6.4. Termination and Reprocurement Costs: Termination provisions shall not expose the depot to any liability for cost of procuring replacement articles or services.

3.6.4.1. No mechanism is presently provided in DoD 7000.14-R to estimate and capitalize such risks.

3.6.4.2. Dispute Resolution:  Refer to the Template at Appendix 3, paragraph 14, for essential characteristics of this process; however, deviations may be proposed.

3.6.4.3. Advance Payment:  Although not required by statute, the DoD Financial Management Regulation requires advance payment. 

3.7. Extraordinary Terms and Conditions materially deviating from those in the template provided in Appendix 3 shall be submitted to HQ AFMC/LG for approval before commencing the formal request process. Provide a statement of the rationale supporting the modification or addition. HQ AFMC/LG deviation approval may be delegated to ALC/LG. 

3.8. Final approvals to enter into DSAs shall in every case be placed into, and maintained in, the official contract file by the ALC-warranted Contracting Officer who signs the DSA.  

3.9. HQ AFMC/CC approval may be delegated not lower that the ALC/CC.

CHAPTER 4

DSA UNDER 10 U.S.C. §2563

1. Authority: 10 U.S.C. §2563 provides authority for an ALC to sell depot maintenance supplies/services to a non-DoD entity only if:

1.1. Commercial sources in the United States for those supplies/services are not available because:

1.1.1. They are not readily available in sufficient quantity, quality, or time to meet a customer’s requirements; or,

1.1.2. Their prices are so excessive that a prudent person or business would not reasonably pay those prices for the products or services from the private sector entities, and, 

1.2. The following statutory requirements are addressed in the DSA (See special clauses at Appendix 1 which apply to 1.2.1, 1.2.4, and 1.2.5, below):

1.2.1. The purchaser agrees to hold harmless and indemnify the United States, except in any case of willful misconduct or gross negligence or in the case of a claim by a purchaser of articles of services that damages or injury arose from the failure of the Government to comply with quality,  schedule or cost performance requirements in the contract to provide the articles or services.;  

1.2.2. The articles or services can be substantially manufactured or performed by the industrial facility concerned with only incidental subcontracting;

1.2.3. It is in the public interest to manufacture the articles or perform the services;

1.2.4. The sale of the articles or services will not interfere with the military mission of the industrial facility concerned;

1.2.5. The sale of the goods and services is made on the basis it will not interfere with performance of work by the industrial facility concerned for the Department of Defense.

1.2.6. The SECAF may waive the requirements above for a particular sale if the SECAF determines that the waiver is necessary for reasons of national security and notifies Congress regarding the reasons for the waiver.

1.3. Any proceeds resulting from such sales shall be deposited into, and retained in, the USAF WCF.

2. Buying Office Considerations.  A fundamental element in any acquisition strategy that includes sustainment should be to encourage partnering as a part of product support, to the extent practicable. 

2.1. The decision to consider partnership opportunities must include the resolution of any issues raised by a Source of Repair Assignment Process (SORAP) analysis.  Government Buying Activities must ensure that the SORAP analysis is performed in sufficient time to incorporate the results into the acquisition strategy. The SORAP analysis is the workload assignment process that assesses three criteria to determine whether a particular workload should be organically performed.

2.1.1. Where the workload is required to sustain core maintenance capabilities IAW 10 U.S.C. §2464(a)(3), it must be assigned to an ALC. 

2.1.2. The impact on the ratio of funds expended on contracted vs. organic depot maintenance must be IAW 10 U.S.C. §2466, no more than 50% of depot maintenance funds may be spent on contractor support; and, 

2.1.3. The results of a Cost-Benefit Analysis (CBA).

2.2. Solicitations may require contractors to include consideration of ALCs in any survey of the potential vendor supply base. ALC supplies/services may be obtained directly or indirectly. Direct supplies and services are obtained by a DSA with an ALC.

2.2.1. Flow-down provisions of the FAR do not apply to DSAs. The FAR was not intended to address Government sales to private industry.  Instead, the operation of ALCs has long been the subject of numerous internal operating regulations issued in response to congressional mandates.  These have ranged from the establishment of the Equal Employment Opportunity (EEO) program to the Hazardous Waste Management program.

2.2.2. Procuring Contracting Officers (PCOs), and Administrative Contracting Officers (ACOs) may not require the flow down of any FAR-based clauses to a DSA from any contract, which they supervise.  PCOs should include the language at AFMC FARS 5353.215-9017 and 5352.215-9018, advising potential offerors that FAR flowdown requirements do not apply to DSAs.

2.3. The solicitation should require the contractor to propose the following: the best value source of supply or service, the best business arrangement to provide it, and specific integration management activities, including any negotiated processes to cooperatively manage GFS/S, necessary to achieve the required level of system performance. 

2.3.1. The extent of the prime's proposed oversight/coordination of the depot effort may be evaluated on both performance and proposal bases. 

2.3.2. The integration management actions if documented in the PA, may be reviewed as part of the proposal risk evaluation to assess their likely impact on achieving the required level of system performance.

2.4. The solicitation should expressly provide that the prime contract will reflect, in every instance, under a DSA where depot performance (whether late, deficient, or non-existent) is alleged to negatively impact performance of the prime contract, the partner’s exclusive remedy (other than for warranty or damage to partner-owned property, see paragraph 3.7) shall be to seek equitable adjustment to the prime contract (see Appendix 3, Remedies clause and AFMC FARS 5353.245-9024. for discussion of equitable relief to be provided for Government non-performance). The partner should be responsible for effectively managing and mitigating reasonably foreseeable depot performance shortfalls. Examples include: deferrals of workload by higher DoD-priority workloads; parts non-availability.

2.5. The solicitation should provide that, if the partner retains the right to unilaterally terminate a DSA prior to the end of its term: The Government may elect to provide such products and services as GFS/S, and if such election is exercised. The affected prime contract shall be modified to delete the affected workload, together with the associated price adjustments.

2.5.1. The contractor shall not deem any such modification to be an unreasonable interference with the prime contractor’s performance.

2.5.2. The prime contractor shall continue to provide integration management, oversight, and recommendations to the PCO for such actions as may be required to mitigate reasonably foreseeable ALC production shortfalls. 

2.6. Partnership price evaluation: The buying office's evaluation of the proposed partnerships should include all direct and indirect costs of organic performance. The ALC selling activity is required to include all direct and indirect costs of organic performance.  

2.6.1. The ALC’s proposed prices are subject to review by the local and AFMC comptrollers.  Since the FAR does not apply to ALC sales, there is no requirement for buying activities or contractors to perform audits on the ALC’s proposed costs. 

2.6.2. The ALC’s are required to follow the full cost recovery principles outlined in DoD 7000.14R, Vol 11 B, Vol 11A, CH 1 to capture the full costs associated with delivery of the depot service or product. The PCO is not required to determine price realism or reasonableness.  Documentation from the designated AFMC comptroller stating that the full cost recovery principals of DoD 7000.14R have been met is sufficient.

3. Selling Office Considerations: Proposed partnering arrangements must aid AFMC’s efforts to provide support to the warfighters in a manner which increases efficiency, reduces costs, and provides a net‑cost benefit.  Analysis of these factors in a business case-like process will be critical in AFMC’s ability to establish these arrangements. Warner Robins, Oklahoma City, and Ogden Air Logistics Centers are designated as participating industrial facilities IAW the delegation of direct sales authority contained in the AF policy implementing 10 U.S.C. §2563.  

3.1. Each ALC is authorized to consider any opportunities to partner, IAW the authorities cited in this Guide, as its available core depot maintenance capabilities will support. O&M-funded activities located at Air Logistics Centers are not considered to be WCF industrial facilities and therefore, have no statutory authority to directly sell their services under a DSA.
3.2. Marketing and Public Notice: ALCs may stimulate partnering opportunities by publishing a general notice of underutilized core capabilities or by identifying such available capabilities to particular DoD System Program Offices (SPOs) and DoD contractors. The determination to pursue a partnering arrangement with a particular contractor shall be a business judgment of the applicable Chief Operating Officer (COO) of the ALC (being the Depot Maintenance Mission Area (DMMA) for depot maintenance and the PSMA for O&M-funded services).  Occasionally, both COOs must coordinate on a single, overall partnering approach, but the rationale for the determination to partner must be documented in each instance.

3.2.1. The rationale may consider, among other things, a contractor’s financial strength and past performance history, as well as his demonstrated commitment to Alternate Dispute Resolution.

3.2.2. The rationale may also appropriately consider the potential for additional partnering opportunities associated with a particular contractor, as well as any commitment to further share overhead burdens by relocating other DoD or commercial workloads into the proposed partnership facilities.

3.3. Requirements for a request for approval to begin developing a DSA under 10 U.S.C. §2563.  In addition to the requirements in Chapter 1, paragraph 4.1, the request shall also provide the following documentation confirming that US commercial sources are not available:

3.3.1. A market survey.

3.3.2. The private partner’s determination of commercial non-availability.  

3.3.2.1. The affected SPO’s comments on the determination of commercial non-availability.

3.3.2.2. Companies desiring to abandon a business area are not “available” commercial U.S. sources.

3.4. Requirements for a DSA under 10 U.S.C. §2563: The ALC/ CC or AFMC/CC based on the thresholds contained in Chapter 1, Paragraph 4, must first formally approve the final terms of any DSA, including any supplemental lease thereto, before the ALC may enter into the DSA. Requests for approval greater than $5M shall be submitted through AFMC/LGP for AFMC/CC approval.  All requests for approval shall include:

3.4.1. A Cost-Benefit Analysis demonstrating a net‑cost benefit to the WCF.  The SORAP manual should also be consulted when developing the CBA, but the CBA should at least include:

3.4.1.1. A cost/schedule/quality performance baseline for the affected DMMA;

3.4.1.2. A projection of the impact of the DSA on workload efficiency and operating result for the proposed term of the DSA;

3.4.1.3. A discussion of financial benefits associated with any DSA-related lease;

3.4.1.4. A discussion of the risk associated with the proposed arrangement; and,

3.4.1.5. The proposed method of monitoring the actual cost, schedule, and quality performance of the DSA.

3.4.2. A cost proposal which is calculated to fully recover all estimated costs associated with the DSA, including capital equipment and real property costs IAW the full cost recovery principles outlined in DoD 7000.14R, Vol 11 B, Vol 11A, CH 1 and AFMC Financial Management Instructions. If proposed, multiyear firm fixed priced workloads, shall be priced IAW the principles of the full cost recovery principles outlined in DoD 7000.14R, Vol 11 B., Vol 11A, CH 1 and AFMC Financial Management Instructions. Only the current budget year shall contain FFP hourly rates or FFP unit prices.  All future periods shall be budgetary estimates subject to adjustment prior to commencement of work for those years.

3.5. Workloads must be separately tracked and accounted.  

3.6. Evaluation adjustments should also be proposed for the use of the affected SPO and the contractor, where appropriate. 

3.7. Terms and Conditions : A clause template is included as Appendix 3.  These shall be included essentially as written, except that they may be further edited to fit the circumstances. Some of these terms and conditions specifically address the permissible limits of liability of the WCF.

3.7.1. Warranty:  Correction of workmanship defects may generally be offered by the ALC.

3.7.1.1. Cost of performing such repair and rework is recovered in succeeding periods as standard part of the DMBA rate stabilization process.

3.7.1.2. The ALC may also procure such repair or rework from the partner, or any other commercial entity, if it is more economical to do so and if sufficient funds are available in the WCF for that purpose.

3.7.2. Property damage: General fiscal law principles do not permit the WCF to pay, directly or indirectly, for replacement of SPO-owned property that is lost or damaged beyond economical repair.  Replacement is a procurement action and will be funded through the buying office  SPO.

3.7.2.1. Depot may not accept liability for the loss/destruction of assets for which the partner would otherwise be accountable to the SPO.

3.7.2.2. SPO may relieve the prime contractor of liability to account for any such assets provided by the partner to the depot.  See AFMC FARS 5353.245-9013.

3.7.2.3. Responsibility for replacement of contractor-owned property subject to dominion and control of the government only, shall be accepted by the SPO in its prime contract.  Liability for repair of equipment, which is not damaged beyond economical repair, may be accepted by the depot IAW current business practice; such liabilities can be funded through the WCF, but must be considered and recovered in prices. In either case, liability must be subject to the availability of adequate funding at the time of loss, to avoid ADA violation regarding unlimited contingent liabilities. 

3.7.2.4. The DSA shall include all terms and conditions for contractor owned property.

3.7.3. Termination and Reprocurement Costs: Termination provisions shall not expose the depot to any liability for cost of procuring replacement articles or services. No mechanism is presently provided in DoD 7000.14-R to estimate and capitalize such risks.

3.7.4. Dispute Resolution.  Refer to the Template for essential characteristics of this process; however deviations may be proposed.  

3.7.5. Advance Payment.  Both statute and the DoD Financial Management Regulation require advance payment.

3.7.6. Tort and environmental damages.  The indemnification provisions of 10 U.S.C. §2563 are interpreted to apply only to direct sales for non-U.S. Government uses.

3.7.6.1. FAR has already apportioned these risks in prime U.S. Government contracts (e.g., DFARS 252.228-7001, Ground and Flight Risk, FAR 52.245-2, Government Property [Fixed Price], and FAR 52.245-5, Government Property [Cost Reimbursement]).  

3.7.6.2. Governmental tort and environmental liability is paid from the O&M appropriation (first $100,000) and the Judgment Fund.

3.7.6.3. Indemnification clause in Appendix 1 provides a “government-use” exception to the general statutory requirement.

3.8. Extraordinary Terms and Conditions  materially different from those in the template at Appendix 3, should be submitted to HQ AFMC/LG for approval before commencing the formal request process.

3.8.1. Provide a statement of the rationale supporting the modification or addition.

3.8.2. HQ AFMC/LG deviation approval may be delegated to ALC/LG. 

3.9. Final approvals to enter into DSAs shall, in every case, be placed into, and maintained in, the official contract file by the ALC-warranted Contracting Officer who signs the DSA. 

3.10. HQ AFMC/CC approval may be delegated not lower than the ALC/CC.

CHAPTER 5

DSA UNDER 22 USC §2770

1. Authority:  22 USC §2770 authorizes sales of export-controlled articles and services to a U.S. company for incorporation into end items to be sold by such company on a direct commercial basis to a friendly foreign country or international organization if:

· The end item is being procured for the armed forces of a friendly country/international organization;

· The articles would be supplied as government furnished if procured for DoD use;

· The articles and services are not timely available from U.S. commercial sources;

· The working capital fund retains the proceeds from the sale in accordance with 10 U.S.C. §2208(c).

2. Buying Office Considerations: A fundamental element in any acquisition strategy that includes sustainment should be to encourage partnering as a part of product support, to the extent practicable. 

2.1. The decision to consider partnership opportunities must include the resolution of any issues raised by a Source of Repair Assignment Process (SORAP) analysis.  Government Buying Activities must ensure that the SORAP analysis is performed in sufficient time to incorporate the results into the acquisition strategy. The SORAP analysis is the workload assignment process that assesses three criteria to determine whether a particular workload should be organically performed.

2.1.1. Where the workload is required to sustain core maintenance capabilities IAW 10 U.S.C. §2464(a)(3), it must be assigned to an ALC, rather than being provided under a DSA. 

2.1.2. The impact on the ratio of funds expended on contracted vs. organic depot maintenance must be IAW 10 U.S.C. §2466, no more than 50% of depot maintenance funds may be spent on contractor support; and, 

2.1.3. The results of a Cost-Benefit Analysis (CBA)

2.2. Solicitations may require contractors to include consideration of ALCs in any survey of the potential vendor supply base. ALC supplies/services may be obtained directly or indirectly. Direct supplies and services are obtained by a DSA with an ALC.

2.2.1. Flow-down provisions of the FAR do not apply to DSAs.  The FAR was not intended to address Government sales to private industry.  Instead, the operation of ALCs has long been the subject of numerous internal operating regulations issued in response to congressional mandates.  These have ranged from the establishment of the Equal Employment Opportunity (EEO) program to the Hazardous Waste Management program.

2.2.2. Procuring Contracting Officers (PCOs), and Administrative Contracting Officers (ACOs) may not require the flow down of any FAR-based clauses to a DSA from any contract, which they supervise.  PCOs should include AFMC FARS 5353.215-9017 and AFMC FARS 5353.215-9018 in the solicitation advising potential offerors that FAR flowdown requirements do not apply to DSAs.

2.3. The solicitation should expressly provide that the prime contract will reflect, in every instance, whether under a DSA or as GFS/S, where depot performance (whether late, deficient, or non-existent) is alleged to negatively impact performance of the prime contract, the partner’s exclusive remedy shall be to seek equitable adjustment to the prime contract (see Appendix 3, Remedies clause and AFMC FARS 5353.211-9024.  for discussion of equitable relief to be provided for Government non-performance). The partner should be responsible for effectively managing and mitigating reasonably foreseeable depot performance shortfalls. Examples include: deferrals of workload by higher DoD-priority workloads; parts non-availability.

2.4. If the partner retains the right to unilaterally terminate a DSA prior to the end of its term,the solicitation should provide that the Government may elect to provide products and services as GFS/S. If such an election is exercised, the affected prime contract shall be modified to delete the affected workload, together with the associated price adjustments.

2.4.1. The contractor shall not deem any such modification to be an unreasonable interference with the prime contractor’s performance.

2.4.2. The prime contractor shall continue to provide integration management, oversight, and recommendations to the PCO for actions as may be required to mitigate reasonably foreseeable ALC production shortfalls. 

2.5. Partnership price evaluation: The buying office's evaluation of the proposed partnerships should include all direct and indirect costs of organic performance. The ALC selling activity shall to include all direct and indirect costs of organic performance.  

2.5.1. The ALC’s proposed prices are subject to review by local and AFMC comptrollers.  Since the FAR does not apply to ALC sales, there is no requirement for buying activities or contractors to perform audits on the ALC’s proposed costs.

2.5.2. The ALC’s are required to follow the full cost recovery principles outlined in DoD 7000.14R, Vol 11 B, Vol 11A, CH 1 to capture the full costs associated with delivery of the depot service or product. The PCO is not required to determine price realism or reasonableness.  Documentation from the AFMC designated comptrollers stating that the full cost recovery principals of DoD 7000.14R have been met is sufficient.

3. Selling Office Considerations: Proposed partnering arrangements must aid AFMC’s efforts to provide support to the warfighters in a manner, which increases efficiency, reduces costs, and provides a net‑cost benefit.  Analysis of these factors in a business case process will be critical to AFMC’s ability to establish these arrangements. 

3.1. Each ALC is authorized to consider opportunities to partner, IAW the authorities cited in this Guide, as its available core depot maintenance capabilities will support. O&M-funded activities located at Air Logistics Centers are not considered to be WCF industrial facilities and therefore, have no statutory authority to directly sell their services under a DSA.  

3.2. Marketing and Public Notice: ALCs may stimulate partnering opportunities by publishing a general notice of underutilized core capabilities or by identifying such available capabilities to particular DoD System Program Offices (SPOs) and DoD contractors. The determination to pursue a partnering arrangement with a particular contractor shall be a business judgment of the applicable Chief Operating Officer (COO) of the ALC (being the Depot Maintenance Mission Area (DMMA) for depot maintenance and the PSMA for O&M-funded services).  Occasionally, both COOs must coordinate on a single, overall partnering approach, but the rationale for the determination to partner must be documented in each instance.

3.2.1. The rationale may consider, among other things, a contractor’s financial strength and past performance history, as well as his demonstrated commitment to Alternate Dispute Resolution.

3.2.2. The rationale may also appropriately consider the potential for additional partnering opportunities associated with a particular contractor, as well as any commitment to further share overhead burdens by relocating other DoD or commercial workloads into the proposed partnership facilities.

3.3. Requirements for a request for approval to begin developing a DSA under 22 USC §2770.  The request shall also provide the following documentation:

3.3.1. U.S. commercial sources are not available in the time required;

3.3.2. A market survey;

3.3.3. The private partner’s determination of commercial non-availability; and 

3.3.3.1. Comments of knowledgeable SPO, if applicable 

3.3.3.2. Companies desiring to abandon a business area are not “available” commercial U.S. sources.

3.4. Requirements for a DSA under 22 USC §2770: The ALC shall not prepare a proposal under 22 USC §2770 until the private partner provides documentation that their proposed partnering concept has been approved by SAF/IA’s approval of the concept.  Before the ALC may enter into a DSA under this authority, AFMC/CC must first formally approve its final terms, including any supplemental lease thereto, and then submit it through AF/IL for final approval by SAF/IA (with coordination by SAF/GCI).  The request shall be submitted through HQ AFMC/LGP and include:

3.4.1. A Cost-Benefit Analysis (CBA) demonstrating a net‑cost benefit to the WCF.  The SORAP manual should also be consulted when developing the CBA, but the CBA should at least include:

3.4.1.1. A cost/schedule/quality performance baseline for the affected DMMA:

3.4.1.2. A projection of the impact of the DSA on workload efficiency and operating result  for the proposed term of the DSA;

3.4.1.3. A discussion of financial benefits associated with any DSA-related lease;

3.4.1.4. A discussion of the risk associated with the proposed arrangement; and,

3.4.1.5. The proposed method of monitoring the actual cost, schedule, and quality performance of the DSA.

3.4.2. A cost proposal calculated to fully recover all estimated costs associated with the DSA, including capital equipment and real property costs Proposals shall be priced using applicable approved non-DoD stabilized rates IAW DoD 7000.14-R, Volume 15, Chapter 7, paragraph 070206.

3.4.2.1. Advance payment is required.

3.4.2.2. Provide for final price adjustment recognizing the actual total cost of performance and requiring such further additional payment, as may be necessary. Arms Export Control Act and AFMAN 16-101, paragraph 7.7 and Attachments 31, 32, requires the U.S. to be fully reimbursed for all actual costs.

3.4.2.3. Provide for refund of any overpayments in excess of final total cost AFMAN 16-101, Attachment 32, § A.6.

3.4.3. Terms and Conditions :  A template of clauses is included as Appendix 3.  These shall be included essentially as written, except that they may be further edited to fit the circumstances.  However, such clauses shall be edited to preclude liability of the WCF as follows:

3.4.3.1. Warranty.  DSAs under 22 USC§2770 may not include a warranty for repair or rework IAW AFMAN 16-101, Attachment 32, § A.2. 

3.4.3.2. Property damage:  DSAs may not accept any liability for the loss/destruction of assets. 

3.4.3.3. Termination and Reprocurement Costs:  Termination provisions shall not expose the ALC to any liability for the partner’s cost of procuring replacement articles or services.

3.4.3.4. Tort and environmental damages:  ALCs must be indemnified and held harmless against any claims for damages arising out of the sale of these articles or services.

3.4.3.5. Extraordinary Terms and Conditions materially different from those in the template in Appendix 3, shall be submitted for HQ AFMC/LG approval before commencing the formal request process in 9.6.

3.4.3.6. Subsections 3.4.3.1-3.4.3.4 are mandatory and no deviation to these requirements will be authorized.  

3.4.3.7. Provide a statement of the rationale supporting the modification or addition.

3.4.3.8. HQ AFMC/LG deviation approval may be delegated to ALC/LG. 

3.5. Final approvals to enter into DSAs shall in every case be placed into, and maintained in, the official contract file by the ALC-warranted Contracting Officer who signs the DSA. HQ AFMC/CC approval may be delegated but not lower than ALC/CC. 

CHAPTER 6

DSA UNDER 10 U.S.C. §2474

1. Authority:  10 U.S.C. §2474 authorizes the Secretary of the Air Force to designate Centers of Industrial and Technical Excellence (CITE) to authorize and encourage the head of the Center to enter into public-private cooperative partnership arrangements.  AFMC CITE designation is provided in Appendix 4. 10 U.S.C. 2474 partnership arrangements:

1.1. Permit employees of the Center, private industry or other entities outside the DoD, to perform work related to the core competencies of the Center, including any depot level maintenance and repair work that involves one or more core competencies of the Center.  This can be performed under contract, subcontract or otherwise, or

1.2. Allow private industry or other entities outside the DoD to use, for any period consistent with the needs of the DoD any facility or equipment of the Center not fully utilized for a military department’s own production or maintenance requirements. Public private partnerships may be executed to accomplish one of the following objectives:

1.2.1. To maximize the utilization of a CITE;

1.2.2. To reduce or eliminate the cost of operation and maintenance and environmental remediation.

1.2.3. To reduce the cost of products produced or maintained at the CITE;

1.2.4. To leverage private sector investment in plant and equipment recapitalization of a CITE and promotion of a commercial business venture at the CITE.

1.2.5. To foster cooperation between the USAF and private industry.

1.3. Workshare and direct sales partnering agreements may be entered into under the authority of 10 U.S.C. §2474 .  Worskshare partnerships shall follow the guidance in Chapter 2.  
2. Buying Office Considerations: A fundamental element in any acquisition strategy that includes sustainment should be to encourage partnering as a part of product support, to the extent practicable.  

2.1. The decision to consider partnership opportunities must include the resolution of any issues raised by a Source of Repair Assignment Process (SORAP) analysis.  Government Buying Activities must ensure the SORAP analysis is performed in sufficient time to incorporate the results into the acquisition strategy. The SORAP analysis is the workload assignment process that assesses three criteria to determine whether a particular workload should be organically performed.

2.1.1. Where the workload is required to sustain core maintenance capabilities IAW 10 U.S.C. §2464(a)(3), it must be assigned to an ALC.  

2.1.2. Work performed by private partners at an ALC under 10 USC §2474 authority shall be reported and are excluded from the 10 USC §2466 workload mix calculation.  

2.1.3. The impact on the ratio of funds expended on contracted vs. organic depot maintenance must be IAW 10 U.S.C. §2466.  No more than 50% of depot maintenance funds may be expended on contractor support.

2.1.4. The results of a Cost-Benefit Analysis (CBA).

2.2. Solicitations may require contractors to include consideration of ALCs in any survey of the potential vendor supply base. ALC supplies/services may be obtained directly from the prime contractor or indirectly from subcontractors supporting a prime contractor. Direct supplies and services are obtained by a DSA  with an ALC

2.2.1. Flow-down provisions of the FAR do not apply to DSAs. The FAR was not intended to address Government sales to private industry.  Instead, the operation of ALCs has long been the subject of numerous internal operating instructions issued in response to congressional mandates.  These have ranged from the establishment of the Equal Employment Opportunity (EEO) program to the Hazardous Waste Management program.

2.2.2. Procuring Contracting Officers (PCOs), and Administrative Contracting Officers (ACOs) may not require the flow down of any FAR-based clauses to a DSA from any contract which they supervise.  PCOs should include the language at AFMC FARS 5353.211-9017 AFMC FARS 5353.211-9018 in the solicitation, advising potential offerors that FAR flowdown requirements do not apply to DSAs.

2.3. The solicitation should require the contractor to propose the best value source of supply or service, the best business arrangement to provide it. and specific integration management activities necessary to achieve the required level of system performance. 

2.3.1. The extent of the prime's proposed oversight/coordination of the depot effort may be evaluated on both performance and proposal bases. 

2.3.2. The integration management actions, if documented in the PA, may be reviewed as part of the proposal risk evaluation to assess their likely impact on achieving the required level of System Performance.

2.4. The solicitation should expressly provide that the prime contract will reflect, in every instance, under a DSA where depot performance (whether late, deficient, or non-existent) is alleged to negatively impact performance of the prime contract, the partner’s exclusive remedy (other than for warranty or damage to partner-owned property; see paragraph 3.6) shall be to seek equitable adjustment to the prime contract (see Appendix 3, Remedies clause and AFMC FARS 5353.211-9024 for discussion of equitable relief to be provided for Government non-performance).

2.5. The solicitation should provide, in the event the partner retains the right to unilaterally terminate a DSA prior to the end of its term, that the Government may elect to provide it’s products and services as GFS/S. If such election is exercised, the affected prime contract shall be modified to delete the affected workload, together with the associated price adjustments.

2.5.1. The contractor shall not deem any such modification to be an unreasonable interference with the prime contractor’s performance.

2.5.2. The prime contractor shall continue to provide integration management, oversight, and recommendations to the PCO for any actions as may be required to mitigate reasonably foreseeable ALC production shortfalls. 

2.6. Partnership price evaluation: The buying office's evaluation of the proposed partnerships should include all direct and indirect costs of organic performance. The ALC selling activity is required to include all direct and indirect costs of organic performance.  The ALC’s proposed prices are subject to review by the local and AFMC comptrollers.  Because the FAR does not apply to ALC sales, there is no requirement for buying activities or contractors to perform audits on the ALC’s proposed costs. The PCO is not required to determine price realism or reasonableness.  Documentation from the designated AFMC comptroller stating that the full cost recovery principals of DoD 7000.14R have been met is sufficient.

2.6.1. Full cost recovery principles outlined in DoD 7000.14R, Vol 11 B., Vol 11A, CH 1 will be followed to ensure the full costs associated with delivery of the depot service or product are captured.

3. Selling Office Considerations: Proposed partnering arrangements must aid AFMC’s efforts to provide support to the warfighters in a manner which increases efficiency, reduces costs, and provides a net cost benefit.  Analysis of these factors in a business case process will be critical to AFMC’s ability to establish partnership arrangements. 

3.1. Each ALC is authorized to consider opportunities to partner, IAW the authorities cited in this Guide, as its available core depot maintenance capabilities will support. O&M-funded activities located at Air Logistics Centers are not considered to be WCF industrial facilities and therefore, have no statutory authority to directly sell their services under a DSA.

3.2. Marketing and Public Notice: ALCs may stimulate partnering opportunities by publishing a general notice of underutilized core capabilities or by identifying such available capabilities to particular DoD System Program Offices (SPOs) and DoD contractors. The determination to pursue a partnering arrangement with a particular contractor shall be a business judgment of the applicable Chief Operating Officer (COO) of the ALC (being the Depot Maintenance Mission Area (DMMA) for depot maintenance; the Product Support Mission Area (PSMA) for product support and/or Supply Management Mission Area ((SMMA) for supply management services).  Occasionally, both COOs must coordinate on a single, overall partnering approach, but the rationale for the determination to partner must be documented in each instance.

3.2.1. The rationale may consider, among other things, a contractor’s financial strength and past performance history, as well as his demonstrated commitment to Alternate Dispute Resolution.

3.2.2. The rationale may also appropriately consider the potential for additional partnering opportunities associated with a particular contractor, as well as any commitment to further share overhead burdens by relocating other DoD or commercial workloads into the proposed partnership facilities.

3.3. The request for approval shall be submitted through AFMC/LGP and shall include a Cost-Benefit Analysis (CBA) demonstrating a net cost benefit to the WCF.  The SORAP manual should also be consulted when developing the CBA, but the CBA should at least include:

3.3.1.  A cost/schedule/quality performance baseline for the affected DMMA;  

3.3.2. A projection of the impact of the DSA on workload efficiency and operating result  for the proposed term of the DSA;

3.3.3. A discussion of financial benefits associated with any DSA-related lease;

3.3.4. A discussion of the risk associated with the proposed arrangement; and,

3.3.5. The proposed method of monitoring the actual cost/schedule/quality performance of the DSA.

3.3.6. A cost proposal which is calculated to fully recover all estimated costs associated with the DSA, including capital equipment and real property costs IAW the full cost recovery principles outlined in DoD 7000.14R, Vol 11 B, Vol 11A, CH 1 and AFMC Financial Management Instructions. If proposed, multiyear firm fixed priced workloads shall be priced IAW the principles of the full cost recovery principles outlined in DoD 7000.14R, Vol 11 B., Vol 11A, CH 1 and AFMC Financial Management Instructions. Only the current budget year shall contain FFP hourly rates or FFP unit prices.  All future periods shall be budgetary estimates subject to adjustment prior to commencement of work for those years.

3.4. Workloads must be separately tracked and accounted.  

3.5. Evaluation adjustments should also be proposed for the use of the affected SPO and the contractor, where appropriate.

3.6. Terms and Conditions: A clause template is included as Appendix 3.  Whenever the subject matter of a template clause is implicated in a DSA, the Template clauses shall be included essentially as written, except that it may be further edited to fit the circumstances.  Revisions not affecting the intent of the clause are not material and are considered editing. Some of these Template clauses specifically address the permissible limits of liability of the WCF.

3.6.1. Warranty:  Correction of workmanship defects may generally be offered by the ALC. 

3.6.1.1. Cost of performing such repair and rework must be included in any firm, fixed price.

3.6.1.2. The ALC may also procure such repair or rework from the partner, or any other commercial entity, if it is more economical to do so and if sufficient funds are available in the WCF for that purpose.  

3.6.2. Property damage: General fiscal law principles do not permit the WCF to pay, directly or indirectly, for replacement of SPO-owned property that is lost or damaged beyond economical repair. Replacement is a procurement action and will be funded through the SPO (buying office).

3.6.2.1. Depot may not accept liability for the loss/destruction of assets for which the partner would otherwise be accountable to the SPO.

3.6.2.2. SPO may relieve the prime contractor of liability to account for any such assets provided by the partner to the depot. See AFMCFARS 5353.245-9013. 

3.6.2.3. Responsibility for replacement of contractor-owned property shall be accepted by the SPO in its prime contract.  Liability for repair of equipment, which is not damaged beyond economical repair, may be accepted by the depot IAW current business practice; such liabilities can be funded through the WCF, but must be considered and recovered in prices. 

3.6.3. The DSA shall include all terms and conditions for contractor owned property.

3.6.4. Termination and Reprocurement Costs: Termination provisions shall not expose the depot to any liability for cost of procuring replacement articles or services.

3.6.4.1. No mechanism is presently provided in DoD 7000.14-R to estimate and capitalize such risks.

3.6.4.2. Dispute Resolution:  Refer to the Template at Appendix 3, paragraph 14, for essential characteristics of this process; however, deviations may be proposed.

3.6.4.3. Advance Payment:  Although not required by statute, the DoD Financial Management Regulation requires advance payment. 

3.7. Extraordinary Terms and Conditions materially deviating from those in the template provided in Appendix 3 shall be submitted to HQ AFMC/LG for approval before commencing the formal request process. Provide a statement of the rationale supporting the modification or addition. HQ AFMC/LG deviation approval may be delegated to ALC/LG. 

3.8. Final approvals to enter into DSAs shall in every case be placed into, and maintained in, the official contract file by the ALC-warranted Contracting Officer who signs the DSA.  

3.9. HQ AFMC/CC approval may be delegated not lower that the ALC/CC.

CHAPTER 7

LEASES UNDER 10 U.S.C. §2667

1. Authority:  10 U.S.C. §2667 provides general authority to lease any property.  (See DoDD 4165.6 and AFI 32-9003 for real property; and DoDD 7230.8 for personal property) This statute does not apply if there is a foreseeable future use (i.e., the property is determined to be non-excess);

1.1. The lease cannot exceed a term of five (5) years unless SECAF approves a longer term to promote national defense, or if in the public interest;

1.2. The lease must grant the AF the right to revoke at any time unless SECAF determines that omission of the right to revoke promotes the national defense or is in the public interest;

1.3. The lease may provide the lessee first right to purchase, if the lease is revoked to permit the U.S. to sell; and

1.4. The lessor (AF) must receive not less than fair market value for the lease.

1.4.1. Payment may be either in cash or in-kind.

1.4.2. Cash receipts are deposited into a special account divided equally between the local installation and USAF) and are available for maintenance and repair and environmental restoration, as provided by subsequent special appropriations.

1.4.3. Costs for utilities and services that are provided to the lessee are directly reimbursable to the fund incurring the costs.

1.4.4. Improvement, maintenance, protection, repair, or restoration of the leased property may be accepted as in-kind payment.

CHAPTER 8

LEASES UNDER 10 U.S.C. §2474
1. Authority:  10 U.S.C. §2474 allows any facilities or equipment of a Center of Industrial and Technical Excellence made available to private industry may be used to perform maintenance or to produce goods in order to make more efficient and economical use of Government-owned industrial plants and encourage the creation and preservation of jobs to ensure the availability of a workforce with the necessary manufacturing and maintenance skills to meet the needs of the armed forces. Excess Equipment or facilities may be made available to private sector partners if the SECAF determines use of the facilities and equipment will not have a significant adverse effect on USAF readiness. 

1.1. Revenues generated, as a result of the lease, shall be available for facility operations, maintenance, and environmental restoration at the center where the leased property is located.

1.2. In-kind consideration is authorized.

1.3. Lease terms for underutilized facilities must include:  

1.3.1. Reimbursement for all direct and indirect costs attributable to the lease;

1.3.2. Indemnification of the United States, except in cases of willful misconduct or gross negligence, from any claim for damages or injury to any person or property arising out of the lease; and,

1.3.3. Indemnification of the United States from any liability or claim for damages or injury to any person or property arising out of a decision by SECAF to suspend or terminate the lease during a war or national emergency

APPENDIX 1

SPECIAL CLAUSES FOR DSA’s 
1. Military Mission/Work Non-interference (Required for 10 USC 2563): In the event that the ALC Commander determines that the ALC’s military mission, and/or any other work conducted at the ALC facility, requires deferral of the production work hereunder, then the ALC shall be provided schedule and cost relief from the consequences thereof.  In this event, Contractor has the option to remove the work pursuant to the “Termination for Convenience” clause as set forth elsewhere herein.

2. Hold Harmless - Indemnification: Required for all DSAs. Contractor agrees to hold harmless and indemnify the United States, except in any case of willful misconduct or gross negligence, from any claim for damages or injury to any person or property arising out of the articles or services.  This clause does not negate any rights granted under any other United States Government contract and arising out of the performance described in this DSA.

APPENDIX 2

WORKSHARE PARTNERING AGREEMENT 

 ARTICLE 1 -  PARTNERING AGREEMENT and OBJECTIVES 
1.1 Agreement: This Partnering Agreement (PA) is made and entered into by and between (COMPANY), a corporation organized and existing under the laws of the State of (___),   (hereinafter referred to as “(___)”, having a place of business at  _________, and the United States Air Force,  ___ Air Logistics Center (__-ALC), Depot Maintenance Activity Group (hereinafter referred to as the “Depot”), located at ___.  (COMPANY) and the Depot are hereinafter referred to collectively as “the Parties.”

1.2 Objectives:  The Parties agree that the objectives of this Partnering Agreement are to:

(a) mutually cooperate in establishing innovative methods of workshare partnering to provide Government supplies and/or services including, but not limited to: core depot maintenance, (include core software maintenance, if applicable) and other Depot maintenance workloads as mutually agreed and approved by the Procuring Contracting Officer (PCO) in support of the ( insert name of program).

(b) jointly conduct pre-award activities, relative to the Depot proposal for ( insert name of acquisition program) in accordance with (insert Letter of Solicitation (LOS) or Request For Proposal (RFP) number, as appropriate).
(c) upon award of the prime contract by the PCO, to partner in the Depot’s performance of core depot maintenance (including software maintenance, if applicable) and other Depot maintenance functions as mutually agreed and approved by the PCO, in accordance with the terms and conditions of this PA and attached Implementation Agreements (IAs) which will be amended over time.

(d) clearly establish the roles and responsibilities of (COMPANY), and the Air Force ,  including the Depot and the ((insert System Program Office (SPO)), relative to the methodologies for providing goods and services as described by these documents and the application of resources necessary to meet current and future Air Force core logistics capabilities requirements during the duration of the (insert name of) prime contract.

(e)  seek approval of the PCO for this PA and its associated IAs, and incorporation of the PA and the IAs into the (insert name of) prime contract.  It is understood by the Parties that this PA and associated IAs will serve as the basis for the Air Force providing the described supplies and services, and for identifying (COMPANY) responsibilities associated with Depot activities as described in these documents.  Incorporation of these documents into the prime contract shall demonstrate the concurrence and approval of the contents of these documents by both the System Program Manager and the PCO.  However, the terms of the prime contract shall prevail in the case of any conflict with this PA.
1.3 Organizational Relationship: This PA is not intended by the Parties to constitute or create a joint venture or formal business organization of any kind, nor to create a subcontract, or any other enforceable contractual relationship, between (COMPANY) and the Depot. This PA defines and describes a workshare effort to be performed by the Depot in partnership with (COMPANY).  (COMPANY) and the Depot shall remain as independent entities at all times, and neither Party shall act as an agent for the other.  The Parties recognize that their exclusive remedies under this agreement (except as otherwise specifically provided herein) shall be as described in Article 13, Resolution of Disputes and Disagreements.

1.4 Partnering Relationship: The Parties are committed to close and continuing cooperation, mutual support through shared information and expertise, and the dedication of their skills and resources to continuous innovation and process improvement in faithfully executing their responsibilities under this PA.  The Parties intent is that this partnering relationship can and will successfully integrate their efforts to continuously improve (COMPANY)’s support of the (insert name of program), while providing best value to the Air Force.

ARTICLE 2 -  DEFINITIONS 

2.1 Total System Support Responsibility (TSSR) means (COMPANY)’s system support responsibilities for the (insert name of program) weapon system as described in the (insert name of program)  (insert LOS or RFP, as appropriate) and resulting prime contract.

2.2 Implementation Agreement (IA) means the subsidiary agreements attached to this PA which specify the work to be performed by the Depot by major function, provide costs, and include more detailed terms and conditions consistent with this PA.

2.3 Project Order means an AFMC Form 181, or other appropriate document as specified within the IA, that provides funding from PCO to the performing Depot organization to enable the issuance of Temporary Work Requests to authorize Depot performance of a specific IA workload.
2.4 Temporary Work Request (TWR) means the AFMC Form 206, or other appropriate document as specified within the IA, by which (COMPANY), subject to PCO review and approval, orders work to be performed by the performing Depot organization within the funding and authorization previously provided by the Project Order (PO).

2.5 Customer means Headquarters USAF, the Air Force Secretariat, (insert using MAJCOM) Headquarters, Air Force Materiel Command Headquarters, (insert name of) Systems Center, the ( insert name of weapon) System Program Office (SPO), the System Support Manager (SSM), and the (insert using activity), individually and collectively.

2.6 Program Responsibility means (COMPANY)’s responsibility for system support as defined in the (insert name of program) prime contract, including (COMPANY)’s responsibility for GFS/S as specified in this PA, other partnering agreements or service level agreements.

2.7 Integrated Product Team (IPT) means a joint (COMPANY)/Depot team established for this PA, and for each IA, to cooperatively conduct the operational implementation of the requirements of this PA/IA and to cooperatively share programmatic information as needed to facilitate the partnership.

2.8 Government Furnished Supplies and/or Services (GFS/S) means Depot-provided supplies and/or services performed in accordance with this PA and subsequent IAs as may be negotiated between the Parties and authorized by the Procuring Contracting Officer (PCO).

ARTICLE 3 – (COMPANY) PROPOSAL PREPARATION and SUBMISSION

 (if applicable)

3.1 Prime Contract Proposal Responsibilities:
3.1.1 (COMPANY) Role:  (COMPANY) is responsible for its ensuring its proposal meets or exceeds the warfighter’s standards for weapon systems availability and training, reduces the total cost of ownership, and complies with any other requirements contained in (insert LOS or RFP #).  To ensure its proposal also complies with depot maintenance statutory requirements and Source of Repair Assignment Process (SORAP) decisions, and recognizes evolving Depot capability, partnering agreements for the (insert name of program) workload may both sustain core capability requirements, and integrate (COMPANY) and Depot capabilities to improve weapon system availability, training, and cost.  (COMPANY)’s role will be to:  

(a) identify (COMPANY)-provided depot support functions (if any), and associated cost estimates, necessary to bring the Depot to Full Operational Capability (FOC) for currently designated core depot maintenance workloads.

(b) identify the recurring sustainment support functions, and associated cost estimates, that (COMPANY) will be required to provide to the Depot to support currently designated Core depot maintenance workloads.

(c) identify the (COMPANY) roles and responsibilities, associated with future depot activation activities, that will be necessary to enable the Depot to achieve FOC on future Core depot maintenance workloads.

(d) cooperate with the Depot to develop innovative partnering arrangements resulting in improved weapon system availability, training, and cost.  

3.1.2 Depot Role: The Depot’s role, regarding (COMPANY)’s proposal process, is to cooperate with (COMPANY) to develop the work requirements and provide the associated organic estimates.  The Depot will also provide other Depot maintenance information [e.g. Full Operational Capability (FOC) status and activities necessary to complete FOC; assistance in determining recurring Depot support functions, transition plans, etc.] as necessary for (COMPANY) to accomplish the (insert LOS or RFP number) objectives relative to Depot maintenance performed, or to be performed, by the Depot.

3.1.3 Costs, Risks and Liabilities: The Parties hereby agree that each Party will bear all costs, risks, and liabilities incurred by it in the development and submission of this partnership arrangement, whether or not a prime contract is subsequently awarded.

3.2 General Partnering Process: This PA provides the general framework for development and execution of subsequent IAs.  The IAs will provide the details (e.g. specific technical description, costs, delivery schedules and other information pertinent to a specific workload) that become a part of this partnership.  While the dollars associated with Depot performance will not be part of the (COMPANY) prime contract, copies of the PA and initial IAs will accompany the (COMPANY) proposal to demonstrate the successful establishment of a partnership between Parties.

3.3 Specific Partnering Process: In order for (COMPANY) to submit an acceptable proposal, the Parties agree to timely and cooperatively develop and describe the necessary details of the expected workshare requirements within the IA for each workload.  The Depot agrees to provide to (COMPANY), and to  the PCO, its organic estimate (including unit cost, type cost arrangement, delivery, and general basis of estimates) to accomplish the described work requirements for each IA workload.  These organic costs will be prepared in accordance with established Air Force regulations, policy and guidance.  The Depot estimates will include all information necessary to properly execute the Project Order (PO), Temporary Work Request (TWR) and other information as deemed pertinent to the successful execution of this partnership.  Some of the major partnership tenets are captured in the following paragraphs.

3.3.1 Workload Management:  The Parties agree to establish an Integrated Product Team (IPT) with appropriate expertise to ensure common understanding of requirements and associated (COMPANY) support and information necessary to develop IAs for approval by each organization.  Each Party will designate an IPT manager to act on its behalf and serve as a single point of contact.  The Parties will exert all reasonable efforts to implement a genuine partnership consistent with the requirements of the (insert LOS or RFP number) and other program requirements as they may subsequently evolve. The (COMPANY) IPT manager will lead the IPT and will be responsible for planning, coordinating, and integrating the Parties’ activities and for reporting status as the primary interface with the Customer.

3.3.2 Requirements Development: (COMPANY), as IPT lead, and the Depot IPT members will jointly develop detailed work requirements for all IA workloads.  Work requirements include the actual Depot maintenance work to be performed by the Depot and the (COMPANY) support requirements/responsibilities associated with each Depot maintenance workload.  The IA workloads shall include core depot maintenance, (including software maintenance, if applicable).  The IA workloads may also include other workloads as mutually agreed by the Parties and approved by the PCO based on (COMPANY)’s assessment of best value.  It is imperative that both Parties work diligently to ensure that each Party, and the SPO, has a clear understanding of the workshare requirements. 

3.3.3 Depot Estimate: The Depot is responsible for providing a timely cost estimate for the work to be accomplished under each IA once the requirements have been clearly established.  Copies of this estimate and other pertinent information will be provided to (COMPANY) and the SPO.  It is recognized that cost estimates and/or rates proposed by the Depot may be firm or estimated and, if firm, shall only be valid for a single Fiscal Year (FY), and forward pricing will be subject to review and adjustment for subsequent FY.  The initial Depot estimate will provide costs for transition tasks during the transition period and the most current estimated costs for FY (insert fiscal year) work.  It will also include budgetary estimates of costs anticipated for work in FYs (insert fiscal year) through (insert fiscal year) based on the work requirements for these years as developed by the IPTs for each IA.

3.3.4 Discussions:  The IPT members are encouraged to challenge inefficient processes, develop innovative low-cost solutions, and make recommendations for continuous process improvements relative to either Party’s proposed performance.  However, each Party is ultimately responsible for developing its estimates and carrying out its obligations under this agreement.  Should any issue not be resolved to the satisfaction of either Party, the matter may be referred to Article 13, Resolution of Disputes and Disagreements.
3.4 Follow-On Requirements: (if applicable):  Not later than the beginning of the second quarter of each fiscal year, the IPTs will develop requirements and estimates for the follow-on prime contract period and adjust requirements and estimates for the following five consecutive Fiscal Years.  The Parties will cooperate in updating the planning IAs for the follow-on requirements. (COMPANY) will be responsible, with Depot assistance, for providing the necessary long range budgetary forecast for the basic year plus five additional years as necessary for Depot maintenance long range forecasting (e.g., GO72E information).

ARTICLE 4 – AWARD OF PRIME CONTRACT (if applicable)

4.1 Implementation Upon Award: Upon award of the prime contract, (COMPANY) and the Depot partner will begin execution of the Depot maintenance workloads as described in the IAs, subject to availability of Government funding and any modifications agreed upon during negotiations.  Such performance will be in accordance with this PA and approved IAs attached hereto.  Any subsequent changes to the IAs will be subject to Article 12, Changes.  If the Government formally notifies (COMPANY) of a decision not to award a prime contract for the Program to (COMPANY), this PA shall be considered immediately terminated. 

4.2 Deletion of Depot Workload(s) Upon Award: The Parties understand that (COMPANY) may be directed by the Customer to place non-core Depot workload(s) included in the proposal with another source or direct that such workload(s) be proposed on a competitive basis.  In such event, (COMPANY), in consultation and cooperation with the Depot, shall make good faith efforts to ensure that this decision represents best value to the Air Force based on available information.  If best value analysis is questionable, the Parties may attempt to convince the Customer to reconsider such decisions.  The Parties agree that (COMPANY) will comply with such Customer direction by notifying the Depot in writing, and that any impacted IAs shall be terminated in whole or in part under Article 14, Termination.  

4.3 Term of PA: The Parties agree that the term of this PA shall be the same as the period of performance in the prime contract. Prices shall conform to the Government’s fiscal year budget cycle (Oct-Sep).

4.4 Obligation to Perform: The inability of the Parties to agree upon the content of implementing documents under this PA after award of a prime contract to (COMPANY) shall not affect the obligation of (COMPANY) to obtain the core logistics  work from the Depot or the obligation of the Depot to accept and perform the core logistics work.  Such disagreement shall be resolved in accordance with Article 13, Resolution of Disputes and Disagreements.  However, the Parties recognize that the Depot will not commence work without an approved Project Order (PO) and TWR containing the appropriate funding.

ARTICLE 5 – CUSTOMER INTERFACE CONCERNING PROGRAM STATUS

(Include if desired by Company as prime system integrator.) 

5.1 Primary Contact: The Parties hereby agree that (COMPANY) will be the primary contact with the Customer concerning (COMPANY) performance under the Program, including its utilization of GFS/S under this PA. The Parties will, as reasonably requested, ensure availability of management and technical personnel to assist the other party in discussions with or presentations to the Customer relative to Depot maintenance activities.  The role of (COMPANY) as the primary contact concerning the Program shall not be construed as limiting or inhibiting the normal management reporting and interaction of the Depot with its higher headquarters or other elements of the Customer.  In the event that the Depot considers it necessary to provide directly to the Customer formal status or commitments concerning the Program, (COMPANY) will be notified reasonably in advance to ensure coordination of information and efforts to resolve any problems.
5.2 Control of Form and Content: (COMPANY) will decide the form and content of its proposals, all documents it submits, and of oral or written presentations it makes to the Customer.  However, (COMPANY) will afford the Depot the opportunity to review the form and content of portions relevant to the Depot’s workshare agreement to be performed or actually performed under the Program.  To ensure that the Depot’s information is adequately and accurately portrayed and attributed to the Depot, the Depot will offer (COMPANY) its advice and assistance concerning the substantive content of the information and other documents and presentations related to its portion of the workshare under the Program.  The Depot will be apprised of presentations or meetings with the Customer where the terms or performance of the Depot workload(s) will be discussed.

5.3 Copies of Documents: (COMPANY) shall provide to the Depot copies of those portions of its proposal, including any amendments or supplements, submitted to the Customer to the extent that they deal with the workshare under the Program.  During contract performance, (COMPANY) shall provide to the Depot copies of correspondence, presentation charts or other briefing aids, and other documentation received from or provided to the Customer relating to the Depot’s under the program.  Likewise the Depot will provide copies of similar types of information to (COMPANY).

ARTICLE 6 – PUBLICITY AND NEWS RELEASES

6.1 Coordination:  Any formal news release, public announcement, advertisement, or publicity released by either Party concerning this PA, any proposals, any resultant contract, or any IAs or other subsidiary documents or processes hereunder, will be promptly shared with the other Party.

6.2 Exceptions:  The Parties recognize that they can not control news releases or publicity by the Customer, but agree to exercise their best efforts individually and collectively to ensure the accuracy and fairness of information contained in any such Customer publicity.
ARTICLE 7 – QUALITY STANDARDS AND COMPLIANCE

(Use for long-term depot maintenance  applications.)

7.1 Depot Maintenance Quality Standards: In performing its workloads under this Agreement, the DEPOT will comply with the then-current policies of the Air Force Materiel Command.  (insert either: Detailed and specific quality standards and inspection and acceptance processes will be included in the IAs attached hereto for specific workloads. OR: The Depot will initially provide quality oversight of work in accordance with Air Force Materiel Command Instruction (AFMCI) 21-115, "Depot Maintenance Quality Assurance.")
7.2 Contractual Compliance: In the event that the (insert program office) questions the compliance of Depot quality standards with the Air Force Materiel Command standards for Depot activities, the Depot agrees to cooperate with (COMPANY) and the (insert program office) to provide information and/or take corrective action as may be required.  
(Use the following for Software Development applications.)

7.3
Software Development Quality Standards: Depot (   -ALC/  ) adheres to the Software Engineering Institute’s (SEI) Capability Maturity Model (CMM) for software development.  An integral component of this model includes software quality assurance.  The SEI CMM is the DOD-mandated standard model to be used in assessing the maturity of an organization’s software development processes, testing processes, quality assurance processes, configuration management processes, etc.

Depot (   -ALC/  ) has recently been assessed as CMM level 5.  Depot will follow Depot-developed quality assurance processes which strictly follow the Quality Assurance requirements of the CMM.

Depot SQA will conduct periodic (insert program name) software project audits and Depot will provide (COMPANY) the audit schedule and the opportunity to participate in such audits.

Alternate I: (Use the following for short-term Depot Maintenance  applications.)

7.0
Depot Maintenance Quality Standards: Depot will provide and maintain a Quality Assurance (QA) System that meets the intent of the American National Standards Institute/American Society for Quality Control (ANSI/ASQC) Q9002.  The Depot will provide quality oversight of work in accordance with (IAW) Air Force Materiel Command Instruction (AFMCI) 21-115, "Depot Maintenance Quality Assurance." (COMPANY) agrees that the performance of Quality Assurance IAW the requirements of AFMCI 21-115 and other applicable ALC documentation meets the intent of performance IAW the requirements of ANSI/ASOQ Q9002.  At (COMPANY) request, the Depot shall provide the Depot's quality manual and the workload QA Plan (QAP).  At the (COMPANY)  request, periodic audit/assessment of the QAP requirements will be performed by a joint team of (COMPANY) and DEPOT QA personnel to verify compliance with the requirements of AFMCI 21-115.
ARTICLE 8 – IMPLEMENTATION AGREEMENTS (IA)

8.1 Objective:  The objective of the IA is to identify and agree upon the specific work to be performed within a given Depot work area, subject to the terms and conditions of this PA.  The IA is an agreement between (COMPANY) and the Depot concerning the specific manner in which work will be identified, initiated, estimated, administered, and performed within the specific work area.  The IA will also identify known (COMPANY) support function requirements associated with the specific workload.
8.2 Conditions Governing the Issuance of IAs: Either Party to this PA, or the Customer, may propose the creation of an additional IA.  In general, the need for an additional IA will be driven by the need or desire to have the Depot perform additional types of work beyond the scope of existing IAs.  Either Party to this PA may contact the other to propose the development of an additional IA at any time during the period of performance of this PA.  At that time, the Parties will come to a mutual agreement as to the appropriateness of the new IA and how the new IA will be prepared.  Part of the preparation process will include coordination with the Customer to ensure that the additional IA will meet the needs of the (insert name of) Program.  Following drafting of the new IA, but prior to signature by the Parties, the document will be coordinated with the PCO.  Then, following signature by the signatories to this PA, the new IA will be attached to this PA and submitted to the PCO for incorporation into the prime contract.
8.3 Management Responsibilities: At the time each IA is signed, each Party will give notice in writing to the other Party the name of the person who has overall management responsibility for that specific IA.  The written notice will also specify the name(s) and position(s) of individuals who can sign, and receive Project Orders and TWRs for work under that IA.  Either Party may update such notice in writing at any time.
8.4 Administrative Elements:

8.4.1 IA Numbering:  IAs will be consecutively numbered using Arabic numbers, i.e. 1,2,3, etc.  IAs to be implemented upon award of the prime contract will contain definitive scope and cost estimates for FY 00 , along with current estimated costs for FY (insert fiscal year ) and planning information (if applicable) for FY (insert fiscal year) through FY (insert fiscal year).  In order to accommodate this structure and recognize the fiscal year dependency of IA pricing, the IAs will be numbered to indicate the FY to which the pricing and scope within that particular document apply.  Thus IA # 1 for FY 00 would be numbered 1-00.  In this structure, the Arabic number designates the subject matter of the IA, and the number following the dash will indicate the fiscal year to which the details within that IA apply.
8.4.2 Status Reporting: Each IA will specify the contents and frequency of reporting required.  Normally this will include the communication by the Depot to (COMPANY) of the technical progress, expenditure status, and schedule status of work performed under each TWR.  In the case of Cost Type TWRs the IA may specify the submission of more frequent and more detailed cost, schedule and performance reporting, than for other types of TWRs to facilitate monitoring by (COMPANY).
8.4.3 Period of Performance: Unless a later date is agreed upon, performance under the IA will begin when it is incorporated into the Prime Contract, either at the point of contract award or in accordance with the process specified in paragraph 8.2 of this Article.  It will extend through the date specified under the Period of Performance provision of the IA.  However, the effective date of the IA does not constitute authorization for the Depot to proceed with work prior to receipt of funding via the appropriate Project Order and TWR.
8.4.4 Modifying, Extending and Renewing: To maintain currency of the IA and facilitate streamlined operations within the entire PA, modifications to the terms of an individual IA may be made by the individuals specified in the Management Responsibility provision of the IA.  (Add the following,  if applicable: The definitization and extension of Planning IAs will occur annually and begin with an (COMPANY) request to the Depot, issued at the beginning of the 2nd quarter of each fiscal year.  The request will reflect any known scope updates for the Planning IA to be definitized and include known general requirements for the planning IA for the additional fiscal year to be added.  In response, the Depot will submit its organic estimates for the Planning IA to be definitized, budgetary estimates for the Planning IA to be added, and any required updates to existing planning IAs.  This estimate will be submitted by the end of the 2nd quarter of each fiscal year.  It is the intent of the Parties that the planning IA will be definitized prior to the start of its fiscal year as necessary to enable the issuance of Project Orders and TWRs.)

8.5 Specific Work Content: Each IA will detail specific performance requirements of the Parties for the workload(s) included for a given fiscal year.  The IA will include, as appropriate to the workload(s), a specific technical requirements document, flow charts, and/or other documents that describe the initiation, performance and acceptance of the workload(s) covered.  The IA will also include known (COMPANY) support functions (reference 3.1.1 of this PA) deemed appropriate for the specific IA workload.
8.6 Line Items of Work: Each IA will also contain a specific line item type structure that will detail the work content, schedule, estimated or fixed costs and associated ordering methodology, and delivery point for individual items or blocks of work that can be ordered within that IA.  The line item structure will also include a separate line item for activities that are not considered part of the deliverable end item price (e.g. transition activities, repair assessments, quality deficiency report investigations, etc.).
8.7 Other Provisions: Each IA will contain additional information, as appropriate, to fully describe the duties and responsibilities of the Parties to the extent they are not already covered by this PA and the IA requirements specified above.  At a minimum, the Parties will consider including the following provisions:
8.7.1 (COMPANY) Information and Assistance: This provision will detail any specific design, process, or other information that will be furnished by (COMPANY) to the Depot.  It will describe the information to be furnished and specify the timing that will apply to delivery of the information relative to the commencement and prosecution of actual work.  It will also describe the assistance and Depot support functions that (COMPANY) will provide to the Depot before and during the actual performance of the work.

8.7.2 Materials, Tooling and Property: This provision will specify the exact nature of any materials and property required to be furnished by (COMPANY) to the Depot to enable performance of work under that IA.  Any such property not planned to be consumed in performance shall, however, be obtained by the SPO under the prime contract, or by separate instrument, and provided to the Depot.

8.7.3 Quality Standards: This provision will specify the precise quality standards that will govern performance of work under the IA.  In the event that quality standards are different for individual line items, this distinction will be clearly noted within this provision.
8.7.4 Inspection and Acceptance: This provision will specify the responsibilities of the Parties and the method to be utilized to inspect and accept individual elements of work under the IA.  Responsibilities of the Depot for correction of defects will be specified in this provision of the IA in accordance with Article 11, Depot Performance Repsonsibility, of this PA.

8.7.5 Warranty:  The nature, time period and process associated with any warranty of work under the IA will be specified within this provision.  If warranty provisions vary for individual line items, the distinctions will be made clear within this provision.
8.7.6 Shipping Instructions: This provision will specify the shipping instructions that apply to the workload(s) to be performed under the IA, including packaging, marking, methods of shipment, and responsibilities for payment of shipping expenses.  If the Parties intend to allow shipping arrangements to vary among TWRs, or if (COMPANY) is responsible for shipping, the shipping responsibilities should be specified within this provision.
8.7.7 Performance Incentives: If the Parties agree that any Depot performance incentives are applicable to work under an IA, they will specify the metrics and standards for measurement, as well as the appropriate types of such incentives, within this provision.
ARTICLE 9 – PROJECT ORDERS

9.1 Objective:  The objective of the Project Order (PO) is to pre-position the funding and authority required to enable a performing Depot organization to provide goods and services  to (COMPANY) in accordance with this PA, the provisions of individual IAs, and the individual TWRs.  No work may be done as the result of the issuance of a PO unless it is specifically authorized by a TWR issued under the authority of this PA and a specific IA.

9.2 Conditions Governing Issuance of POs: The PCO, acting through (insert name of the individual designated by the PCO) will issue the PO as necessary to enable the issuance of TWRs under each IA.  As the first step in issuing a PO, the responsible IPT for a specific IA will mutually agree on a dollar amount and an effective time period that would be appropriate for work under a specific IA (e.g. $500,000 for the first quarter of FY01).  Then, the (COMPANY) IA Manager, speaking for the IA IPT will communicate that need to (insert name of the individual designated by the PCO).  If (insert name of an individual designated by the PCO) cannot provide the required funding for work during the requested period, the IA IPT will consider the conditions imposed by (insert name of the individual designated by the PCO) and revise their request for a PO to enable work under the specific IA involved.  Then, as before, (COMPANY) IA Manager, speaking for the IA IPT, will notify (insert name of the individual designated by the PCO) of the revised request for issuance of the PO.

9.3 Management Responsibilities: The PCO, acting through (insert name of the individual designated by the PCO) will have management responsibility for issuing POs pursuant to the terms of the prime contract, PA, and individual IAs.  The primary contact for PA, IA and/or PO discrepancies or issues shall be the designated (COMPANY) representative.  The Depot will designate to (COMPANY) and (insert name of the individual designated by the PCO) a responsible individual for PO activity associated with each IA.

9.4 Administrative Elements:
9.4.1 Numbering: POs will be numbered in accordance with established AFMC guidance.  However, POs associated with individual IAs will be identified by (insert name of the individual designated by the PCO) in an appropriate way to distinguish them from any other IA, other (insert program name), or other Depot work..  (Insert name of the individual designated by the PCO) shall notify the designated (COMPANY) representative of all assigned PO numbers associated with the IAs under this PA.

9.4.2 Status Reports:  The (COMPANY) Program Manager will be responsible for reporting to (insert name of the individual designated by the PCO) the status of funding obligations and expenditures relative to dollars obligated by the PO. (COMPANY) will also be responsible for reporting to (insert name of the individual designated by the PCO) on the schedule and technical performance status of individual TWR work done within the general authority of the PO.  The Depot and (COMPANY) will mutually develop a process for ensuring that the (COMPANY) Program Manager has accurate information to utilize in reporting to (insert name of the individual designated by the PCO).

9.4.3 Modifying, Extending, and Renewing: Changes of any type that are required to be made to the PO will generally be made in the same manner as that utilized to initiate a PO for a specific IA, as outlined in paragraph 9.2 of this Article.  Either Party may request of the other Party a change to the PO.  If policy or other higher headquarters direction requires the PCO to modify any or all POs, (insert name of the individual designated by the PCO) will communicate the substance of the needed change to the (COMPANY) Manager.  At that point, the (COMPANY) Manager for each IA affected will consult their counterpart to develop and prepare a proper modification to the affected PO.  The (COMPANY) Manager, speaking for the IA IPT, will then provide the proposed revision of the PO to (insert name of the individual designated by the PCO) for approval and issuance.

ARTICLE 10 – TEMPORARY WORK REQUEST (TWR)

10.1 Objective:  The Temporary Work Request (TWR) is the document that will be utilized to order work from a Depot.  The TWR will be issued in accordance with specific terms of an IA and within the funding and general authority of a PO.

10.2 Conditions Governing Issuance of TWRs: The PCO, acting through (insert name of the individual designated by the PCO) will issue the TWR to provide specific work authority under each IA and funded PO.  As the first step in issuing a TWR, (COMPANY) will initiate the TWR required for Depot performance under each IA.  A TWR will make specific reference to a line item within a specific IA and will be issued utilizing the pricing methodologies as agreed between the Depot and (COMPANY) . A TWR may be issued for a single item of work or for a group of work items that utilize an agreed upon and specified external trigger for the commencement of actual work.  In the latter case, the IA will specify a methodology that will ensure that each piece of actual work is numbered or otherwise identified to ensure proper tracking.

10.3 Management Responsibilities: The name(s) of (COMPANY) personnel who are authorized to initiate the TWR processes will be identified for each IA.  The name(s) of individuals within the Depot who can receive unilateral TWRs, as well as those who can negotiate and sign as a part of the bilateral TWR process will also be identified for each IA.  The primary contact for TWR discrepancies or issues shall be the designated (COMPANY) representative.

10.4 Administrative Elements:
10.4.1 Numbering: TWRs will be numbered in accordance with established AFMC guidance for AFMC Form 206.  However, TWRs associated with individual IAs will be identified by the PCO in an appropriate way to distinguish them from any other IA, other (insert program name), or other Depot work. PCO shall notify the designated (COMPANY) representative of all assigned TWR numbers to include a cross reference with the IAs and Purchase Orders under this PA.

10.4.2 Status Reports:  The (COMPANY) Program Manager will be responsible for reporting to (insert name of the individual designated by the PCO), or any other Customer, the schedule, expenditure status, or technical performance status of individual TWRs.  The Depot and (COMPANY) will mutually develop a process for ensuring that the (COMPANY) Program Manager has accurate information to utilize in reporting such status.  This requirement does not negate the Depot reporting requirements to higher Air Force or DoD authorities with respect to its organic workloads.

10.4.3 Modifying, Extending, and Renewing: Changes to a TWR will only be made by mutual consent of the Parties.

10.5 Unilateral TWR Process:
10.5.1 Step 1: The process begins when a responsible (COMPANY) IA Manager determines that the need exists for work within the scope of a specific IA, and that that work is covered by a line item containing pre-established fixed unit cost within the IA.

10.5.2 Step 2: The (COMPANY) individual authorized to initiate the TWR process under that specific IA then reviews the currency and availability of funding within the PO to enable work under the specific IA.  If funding is adequate and available, (COMPANY) initiates the TWR process to direct the performing Depot organization in accordance with Step 3 of this paragraph.  If the funding in the PO is insufficient, or the time available for use has expired, the responsible (COMPANY) IA Manager, or designee, will notify his or her counterpart within the performing Depot organization of the problem.  These two individuals will determine what changes are needed to the PO to enable issuance of the TWR and then consult in an agreed upon manner with (insert name of the  individual designated by the PCO) to obtain an appropriate update to the PO.

10.5.3 Step 3: Once the adequacy and availability of funding has been established, the responsible (COMPANY) IA Manager, or designee, will initiate the TWR for issuance to the performing Depot organization.  The TWR will identify the specific line item under which work is being ordered and identify the amount of funding available to complete the work.  It will also include the delivery date required for completion of the work, in accordance with the terms of the IA.  The TWR will then be forwarded in the most expeditious manner possible to (insert name of the  individual designated by the PCO) for a concurrence signature.  If (insert name of the  individual designated by the PCO) has any concerns with the TWR as presented, those concerns shall be discussed with the (COMPANY) IA Manager.  If the (COMPANY) IA Manager agrees with the changes suggested, the (COMPANY) IA Manager will make those changes to the TWR, consult with the Depot as necessary, and resubmit the TWR to (insert name of the individual designated by the PCO) for a concurrence signature.  If the (COMPANY) IA Manager disagrees with any changes this will be referred to the PCO for resolution.  Following PCO resolution and signature, the TWR will then be issued in the most expeditious manner possible.

10.6 Bilateral TWR Process:
10.6.1 Step 1: The process begins when a responsible (COMPANY) IA Manager determines that the need exists for work within the scope of a specific IA, and that that work is covered by a bilateral line item (i.e. a line item not containing pre-established fixed unit cost) within the IA.

10.6.2 Step 2: The (COMPANY) individual authorized to initiate TWRs under that specific IA utilizes the cost estimating instructions contained within that line item and works with the appropriate performing Depot organization representative (Ref paragraph 10.3 of this Article) to estimate the approximate value of the TWR to be issued.  The responsible (COMPANY) individual then reviews the currency and availability of funding within the PO issued under the specific IA.  If funding is adequate and available, (COMPANY) continues with Step 3 of this bilateral TWR process.  If the funding in the PO is insufficient, or the time available for use has expired, the responsible (COMPANY) IA Manager, or designee, will notify his or her counterpart within the performing Depot organization of the problem.  These two individuals will determine what changes are needed to the PO to enable issuance of the TWR and then consult in an agreed upon manner with (insert name of the individual designated by the PCO) to obtain an appropriate update to the PO.

10.6.3 Step 3: Once the adequacy and availability of funding have been established, the responsible (COMPANY) IA Manager, or designee, will communicate the need for work under a specific bilateral line item to the performing Depot organization.  The communication will provide the necessary information called for by the IA line item involved.  The communication will be issued in the most expeditious manner possible.  Utilizing the estimating instructions contained within that line item, the responsible Depot Manager for that IA, or designee, will prepare a fixed unit cost and delivery schedule and submit to the appropriate (COMPANY) representative.

10.6.4 Step 4: The Parties to the IA will then review the unit cost and delivery schedules as an integrated team to ensure that they have been developed in accordance with the estimating instructions for that line item and will agree on a final cost and schedule for that item of work.

10.6.5 Step 5: The responsible (COMPANY) individual will verify the adequacy and availability of funding utilizing a process similar to Step 2 of this paragraph.  Once it has been determined that funding is adequate to allow performance of the TWR in accordance with the unit cost, (COMPANY) initiates issuance of the TWR to the performing Depot organization in accordance with Step 6 of this paragraph. 

10.6.6 Step 6: The TWR to be issued will identify the specific line item under which work is being ordered and identify the amount of funding required to complete the work for fixed unit cost line items, or an estimated amount in the case of a Cost Type TWR.  It will also include the delivery date required for completion of the work.  Following preparation of the TWR information, (COMPANY) will forward the documentation to the performing Depot organization for signature.  Following signature, the Depot will return the documentation to (COMPANY) for signature.  Then, the final TWR will be forwarded to (insert name of the individual designated by the PCO) for a concurrence signature in the most expeditious manner possible.  If (insert name of the individual designated by the PCO) has any concerns with the TWR as presented, those concerns shall be discussed with the (COMPANY) IA Manager.  If the (COMPANY) IA Manager agrees with the changes suggested, the (COMPANY) IA Manager will make those changes to the TWR, with the concurrence of his/her Depot counterpart, and resubmit the document to (insert name of the individual designated by the PCO) for a concurrence signature.  If the (COMPANY) IA Manager disagrees with any changes this will be referred to the PCO  for resolution.  Following PCO resolution and signature, the TWR will then be issued in the most expeditious manner possible.

10.6.7 Step 7: If, during performance of a bilateral IA, the performing Depot organization believes that the scope of work agreed to as a baseline for the TWR in Step 4 of this paragraph is inadequate because of changed conditions unforeseen at the time the price and schedule for the TWR were established, they will notify (COMPANY) in the most expeditious manner possible.  Such notification will describe the problem, along with an estimate of the cost and/or schedule impact, and will normally be in writing.  If the Parties agree that an adjustment to the TWR is appropriate, the TWR will be updated by repeating bilateral Steps 5 and 6.  If the Parties do not agree to the change requested, the disagreement will be handled pursuant to Article 13, Resolution of Disputes and Disagreements.

ARTICLE 11 – DEPOT PERFORMANCE RESPONSIBILITY

11.1 Required Performance: The Depot organization shall perform the work authorized by each IA, and enabled by each PO and TWR, in accordance with the specific terms of each of those documents, including but not limited to taking all necessary actions to perform within the schedule requirements.

11.2 Liability for Defects and Rework: If work is found to be unserviceable at the point of inspection and acceptance, and the Parties agree that such unserviceability was due to poor workmanship or non-compliance with specifications, the Depot will correct the defective work at no additional cost.  The Parties agree that Depot liability for correction of defective work shall be limited to its cost of the rework.  The Depot’s responsibility for rework of latent defects in accepted work, or for items under warranty, if any, will be specified within individual IAs. If correction of defect is agreed by both Parties to be the Depot’s responsibility, the Depot will determine the means for corrective action.  Failure of the Parties to agree on responsibility for the corrective action shall be a matter for resolution under Article13, Resolution of Disputes and Disagreements.
(To further define the liability issues, consider the use of Article 10 – WARRANTY language from the Direct Sales Agreement Template Terms and Conditions, Appendix 3 of this Guide, edited as appropriate).
11.3 Schedule Performance: If, for any reason, the Depot believes that it will not be able to meet the schedule requirements of an individual TWR, the Depot  agrees to promptly inform (COMPANY) .  The Parties will work together to determine the cause of the delay and potential remedies for schedule correction.  Remedies may include (COMPANY) timely accomplishment of its Depot support responsibilities, Depot acceleration, and other possible alternatives deemed necessary to meet program requirements.  In the event that the Parties mutually agree that a workload should be accomplished by another source, the Depot shall be entitled to its costs as defined in Article 14, Termination.  For Core workloads, such mutual agreement is subject to the approval of the appropriate Government authorities.
ARTICLE 12 – CHANGES

12.1 Mutual Agreement: Either Party may request, in writing and at any time, changes to this PA and/or an IA.  All changes to this PA, and to IAs approved hereunder and attached to this PA, shall be made only by mutual agreement of the Parties, as approved by the PCO, or as determined in accordance with Article 12.3, below.  PA and/or IA changes shall be documented by signed bilateral modifications to be incorporated into the prime contract.  Changes in POs and TWRs may be made as mutually agreed by the Parties.  However, no changes to POs or TWRs shall be effective until (insert name of the individual designated by the PCO) approves and the document is amended.

12.2 Customer Directed Changes:  In the event that the Customer requires a change in this PA or an IA as a result of a change in law or policy, or directs a change to the prime contract which requires a change to this PA or an IA, the Parties agree that they will (a) promptly inform each other of any such change, (b) consult with each other concerning potential impacts on the Depot workload(s) and prime contract performance, and (c) enter into good faith negotiations for a bilateral modification to implement the change.  

12.3 Failure to Agree: If the Parties are unable to agree to a mutually acceptable change to this PA and/or an impacted IA, such failure to agree shall be resolved under Article 13, Resolution of Disputes and Disagreements, of this PA.

ARTICLE 13 – RESOLUTION OF DISPUTES AND DISAGREEMENTS

13.1 Disputes Prevention: Both Parties are committed to a disputes-prevention atmosphere during the performance of this program.  The Parties agree that their best efforts will be made to settle all controversies through direct negotiations between principals acting for each Party before involving the PCO.
13.2 Disputes Process:  Any dispute between (COMPANY) and Depot arising under or related to this PA, IAs, POs or TWRs shall be diligently negotiated between the Parties.  Disputes shall be elevated within the management chain of each Party to the level of Depot’s CD and the (COMPANY) General Manager responsible for the (insert name of weapon system) Prime Contract for settlement.  In the event that the Parties fail to agree the matter will be referred to PCO.
13.3 Costs:  Each Party to the dispute will bear all of its own costs incurred in executing this disputes process.

ARTICLE 14 – TERMINATION 

14.1 Termination of PA or a Proposed IA: This PA shall become effective upon award of a prime contract to (COMPANY) for the Program, and shall continue thereafter for the  period of the prime contract, unless both Parties consent in writing.  A proposed IA shall not become effective if (COMPANY) is unable to obtain Customer approval of the Depot as a  provider under the prime contract. 

14.2 Termination After Award of Prime Contract: Neither Party has a unilateral right to terminate this PA or an approved IA hereunder after award of a prime contract for the Program.  In the event one Party desires such termination, whether due to changing Program requirements, reprioritization of Depot priorities required to fulfill its military mission, performance problems or other reasons, that Party shall notify the other Party in writing. Unless the other Party mutually agrees in writing and the PCO agrees to modify the prime contract accordingly, the request to terminate shall be resolved under Article 13, Resolution of Disputes and Disagreements.

14.3 Termination of TWR: (COMPANY) may initiate termination of a TWR, subject to continued compliance with the requirements of its prime contract and written approval of (insert name of the individual designated by the PCO), on the basis of changed Program requirements or reprioritization based on insufficient funding to meet all Program requirements. (COMPANY) may also recommend termination of a TWR, subject to the same limitations and approval, on the basis of a Depot failure to perform in accordance with this PA and the relevant IA and TWR.  However, (COMPANY) must first notify the Depot in writing, with a copy to (insert name of the individual designated by the PCO), and provide a reasonable time for the Depot to cite excusable causes ((including, if applicable, identification of (COMPANY) failures to perform)) or to propose and implement adequate corrective action.   The Parties’ failure to agree on termination of a TWR, or an alternative course of action, shall be resolved under Article 13, Resolution of Disputes and Disagreements.  In the event that an TWR is terminated, the Depot shall be entitled, under the relevant PO and TWR, to retain the previously established unit cost of any completed items of work delivered and accepted, the cost of work-in-process performed, and any costs directly caused by the termination.

ARTICLE 15 – CONTRACTING OUT

15.1
Planned Performance: Any significant portion of the workload(s) that are planned to be contracted out by the Depot shall be clearly reflected during IA discussions.

15.2
Unusual Temporary Circumstances: The Depot may recommend the contracting out of a workload, or a portion thereof, in order to meet its responsibilities under an IA or a particular TWR.  The Depot will continue to be fully responsible for the quality and timeliness of performance under Article 7, Quality Standards and Compliance, of this PA and the terms and conditions of the IA.  The Depot will inform (COMPANY) in advance of such contracting out, and (COMPANY) shall have the option of concurring in the Depot’s decision or, with concurrence of the PCO),  discontinuing the impacted TWR(s) and performing or contracting out the workload directly by (COMPANY) . In the event of such discontinuation, the Depot will be entitled to its costs as defined in Article 14, Termination.
ARTICLE 16 – CONFIDENTIAL, PROPRIETARY & TRADE SECRET 

INFORMATION AND MATERIALS 

16.1 Depot Use and Disclosure:  The Depot shall:

(a) keep confidential and protect from unauthorized use and disclosure all: 

(1) confidential, proprietary, and/or trade secret information;

(2) tangible items containing, conveying or embodying such information; and,

(3) tooling 


identified as being subject to this article and obtained, directly or indirectly, from (COMPANY) in connection with this PA or other agreement referencing this PA (collectively referred to as a "Proprietary Information and Materials").


(b) use the (COMPANY)’s Proprietary Information and Materials only in the performance of and for the purpose of this PA and/or IAs or other subordinate documents issued pursuant to this PA. The Depot may disclose Proprietary Information and Materials of the (COMPANY)  to the Depot’s vendors or suppliers only as required for the performance of this PA, provided that each such vendor or supplier first agrees in writing to the same obligations imposed upon the Depot under this article.  The non-disclosure agreements at DFARS 252.227-7025 and at DFARS 227.7103-7(c) each satisfy this requirement.  The restrictions on disclosure or use of Proprietary Information and Materials by the Depot shall apply to all materials derived by the Depot or others from the (COMPANY)’s Proprietary Information and Materials.

 16.2
Contractor Use & Disclosure: (COMPANY) shall keep confidential and shall not release or disclose to any person, other than the PCO or PCO’s authorized representative, any information or materials which the Depot has identified with a restrictive legend as being “Confidential Commercial Information.”  However, despite any other obligations or restrictions imposed by this paragraph, (COMPANY) shall have the right to use, disclose and reproduce information or materials marked by the Depot as Confidential Commercial Information, and make derivative works thereof, only for the purposes of testing, certification, use, sale or support of any product delivered under this PA and/or IAs or other subordinate documents issued pursuant to this PA.  Any such use, disclosure, reproduction or derivative work by (COMPANY) shall, whenever appropriate, include a restrictive legend suitable to the particular circumstances.  In the event Depot delivers any information or materials received with restrictions on use pursuant to the FAR or DFARS, (COMPANY), and any subcontractors to which it discloses the information or material, will execute a use and non-disclosure agreement identifying the information or materials and in substantially the same language as described at DFARS 227.7103-7(c).  

16.3
Notification of Loss or Inadvertent Disclosure: Each Party agrees to promptly notify the other Party of the loss or inadvertent disclosure of any Proprietary Information and Materials or Confidential Commercial Information.  Neither Party shall be liable for the inadvertent disclosure of such information to a third party if it is disclosed despite the exercise of the same degree of care as the receiving Party utilizes to safeguard its own similar information, and in any event not less than reasonable care; provided, that the Party who inadvertently disclosed promptly notifies the furnishing Party, takes all reasonable steps to retrieve the inadvertently disclosed information, immediately takes steps to preclude further disclosure, and assists the furnishing Party in taking such steps.  However, such inadvertent disclosure does not relieve either Party from its continued adherence to this Article.

16.4
Disposition: Upon the disclosing Party’s request at any time, and in any event upon the completion, termination or cancellation of this PA, the receiving Party shall stop using all Proprietary Information and Materials and/or Confidential Commercial Information and shall return or destroy all such information, and all materials derived therefrom, including copies made by the receiving Party, unless specifically directed otherwise in writing by the originating Party.  Upon request, the receiving Party shall send the originating Party a destruction certificate.  Notwithstanding the other provisions of this paragraph, each Party may make and retain one copy of such Proprietary Information and Materials and/or Confidential Commercial Information, but only for archival purposes.  The provisions of this Article shall survive the performance, completion, termination or cancellation of this PA.
16.5
Exceptions: The obligations to protect Proprietary Information and Materials and Confidential Commercial Information, and the Parties’ liabilities for unauthorized disclosure or use of such information and materials, do not apply with respect to such information which: 

(a)
Is lawfully published or is otherwise lawfully in the public domain at the time of disclosure; or 

(b)
Is lawfully known to the receiving Party, without restriction as to further disclosure, prior to disclosure by the receiving Party; or 

(c)
Is disclosed with the prior written approval of the other Party; or 

(d)
Is independently developed by the receiving Party without use, directly or indirectly, of such Proprietary Information and Materials; or 

(e)
Is lawfully known or available to the receiving Party for use without restriction from a third party; or 

(f)
Becomes part of the public domain without improper means, or without breach of this PA by the receiving Party; or 

(g)
Is disclosed as required by judicial action after all available legal remedies to maintain the Proprietary Information and Materials in secret have been exhausted; provided, that advance notice of such judicial action was timely given to the disclosing Party so that the disclosing Party had an opportunity to seek a protective order or other remedy or to waive compliance with the provisions of this PA; and provided further, that the compelled Party furnished only that portion of the information that is legally required, provides the disclosing Party and its counsel an opportunity to review and approve the contents of the disclosure and exercises substantial efforts to obtain reliable assurance that confidential treatment will be afforded the Proprietary Information.

16.6
Ownership, Rights, and Liability:  All Proprietary Information and Materials furnished hereunder shall remain the property of the originating Party.  Neither this PA nor the disclosure of proprietary information hereunder, shall be construed as granting any other right or license under any invention, patent, mask work, trademark, or copyright now or hereafter owned or controlled by either Party, nor shall any such disclosure constitute any representation, warranty, assurance, guaranty or inducement concerning the infringement of any patent or other rights of others.  No warranty of accuracy or completeness of any Proprietary or Confidential Commercial Information is provided herein.  The furnishing Party shall not be liable for damages arising from the receiving Party’s use of or reliance on the information disclosed hereunder.
ARTICLE 17 – INTELLECTUAL PROPERTY 

(COMPANY) has agreed that the Depot may create for (COMPANY) , software programs including (without limitation), programming, corrections, enhancements, improvements, translations, updates or upgrades, and any other derivative work or collective work created for or delivered to (COMPANY) under this Partnering Agreement ("Work Product").  To the extent that the Air Force owns or has any rights in any works or intellectual property rights that are used, embodied or reflected in the Work Product, the Depot hereby grants to (COMPANY) , its successors and assigns, an irrevocable, perpetual, nonexclusive, worldwide, royalty-free license to use, execute, reproduce, display, and perform the Work Product, to prepare derivative or collective works based upon or containing the Work Product, to distribute the Work Product (including any derivative or collective works prepared pursuant to such authorization), and to authorize others to do any or all of the foregoing.  Such license granted to (COMPANY) shall include a license to copy and display all pictorial, graphic or audiovisual works created as a result of execution of the Work Product, even if such pictorial, graphic or audiovisual works are created by or with other programming or through other means.  The Depot agrees, at the request of (COMPANY) , and at (COMPANY) 's expense, to perform any acts and execute any further assignments or acknowledgments that (COMPANY) may reasonably deem necessary. In the event that the Parties agree that the Depot will perform other work which will result in the development, creation, or modification of intellectual property, the Parties agree to enter into an appropriate agreement or modify this PA to address their rights and duties with respect to such intellectual property.  Nothing in this clause may be interpreted to limit any Government intellectual property rights specified in the prime contract.
ARTICLE 18 – DEPOT USE OF CONTRACTOR-OWNED PROPERTY 

18.1
Contractor-Owned Property: (COMPANY) may provide Contractor-owned property to the depot, including but not limited to direct and indirect material, tools, patterns, and equipment as necessary for the Depot to perform IA requirements under this PA.  This PA establishes accountability requirements for (COMPANY) ‑owned property that has been or may be placed in the Depot’s possession and/or control for the exclusive purposes described in this PA.  The Depot agrees not to use (COMPANY) -owned property, nor the designs, drawings, specifications, or other information received herein for any other purposes without prior written consent by the authorized (COMPANY) representative.  Title to the subject property does not transfer as a result of change in possession. (COMPANY) -owned material or replacement material will be returned in the form of products (except that which become normal scrap or industrial waste) or unused material.  The property shall not be transferred, destroyed, modified, or otherwise disposed of without prior written authorization from the (COMPANY)  representative.
18.2
Depot Inspections and Loss, Damage or Destruction (LDD) Reports: The Depot shall inspect any such material furnished by the Contractor and shall have the right to reject nonconforming material upon inspection.  Nonconforming materials accepted by the Depot shall not excuse performance in strict accordance with the applicable specifications, unless such nonconformance could not be discovered by a reasonable inspection.  The Depot agrees to promptly report, in writing, all incidents of loss, damage or destruction of the subject property to the (COMPANY)   Representative.  Loss, Damage or Destruction (LDD) reports shall contain the following factual data as to the cause and circumstances surrounding the incident:

1.
Document number for which the property is accountable;

2.
Property identification number and description of property, (e.g., part number, serial number, tool number, etc.);

3.
Acquisition cost of the property, if known;

4.
Date, time, and location of incident/discovery;

5.
Known interests in and commingled property of which the LDD is/was a part;

6.
Insurance, if any, covering the property or any commingled property;

7.
Estimated scrap proceeds, when applicable; and

8.
Actions to prevent recurrence or repetition of similar incidents.

18.3
Property Accountability: The Depot agrees to maintain appropriate ownership identity of the subject property, maintain accountability records, and periodically report inventory of subject property in accordance with sound business practices.  The Depot agrees to notify the (COMPANY)  representative immediately when the subject property will no longer be required and request disposition instructions from the (COMPANY)  representative.  During the period of performance the Depot will keep all property furnished by (COMPANY), and all Government property as may be identified elsewhere in this PA to which (COMPANY) is accountable, segregated and clearly marked and will maintain a complete inventory thereof in accordance with approved property management system in effect at the Depot at the time.  Except for property incorporated in delivered end products, the Depot will, upon termination or completion of this GFSS work effort, deliver property, as directed by (COMPANY), in good condition, subject to ordinary wear and tear and normal manufacturing losses.

18.4
Risk of Loss: The Depot does not hereby assume any risk of, and it shall not be responsible for, any loss or destruction of, or damage to, any (COMPANY) -owned property provided to the Depot.  Any such assumption of any such risk of loss or damage to any such (COMPANY) -owned property shall be solely assumed under a separate acquisition instrument executed by the PCO, or by the Depot, as the case may be.    

ARTICLE 19 – AUDIT AND OVERSIGHT

19.1 Audit and Oversight Relationships: This PA and the IAs issued hereunder do not create any direct right of (COMPANY) to audit the Depot or its books and records.  The methods and degree of reporting, and of (COMPANY) ’s insight into Depot’s schedule progress and technical performance, as well as cost- incurred data and overrun notification for cost-type TWRs issued pursuant to subparagraph 8.6, will be as specified in each IA, as appropriate to the workload involved.  The overrun notification process shall be negotiated by the Parties and documented in each IA.

19.2 Customer Audit and Oversight: For a period of (insert number) years after final payment for TWRs issued hereunder, Depot shall maintain books, records, documents and other evidence and accounting procedures and practices, sufficient to properly reflect all direct and indirect costs of whatever nature claimed by Depot for the performance of work hereunder.  Depot books, records, documents, and other supporting data shall be maintained in a manner consistent with its normal organic policies and made available to (COMPANY) ’s designated US Government representative (insert DCAA, SPO, or other designee, as appropriate) for inspection and audit as required by (COMPANY) or the Government. 

ARTICLE 20 – NOTICES  

(This language may be modified to include appropriate form of paperless communication.)

All notices, certificates, acknowledgments and other reports hereunder, shall be in writing and shall be deemed properly delivered when duly mailed by Certified letter to the other Party, or when received by the other Party, if delivered by overnight courier, at its address as noted below, or to such other address as either Party may, by written notice, designate to the other:

	__________Air Logistics Center

Director of _______________

________________________

________________________


	(Company)

____________________ 

____________________

Attention:  

	
	


ARTICLE 21 – ASSIGNMENT (Reserved, unless workshare PA is not incorporated into prime contract)    

(COMPANY) may, upon notice to the Depot, assign this PA to any person, firm, or corporation with which (COMPANY) may merge or consolidate or to which (COMPANY) may assign substantially all of its assets. (COMPANY) shall furnish the Depot with two (2) signed copies of any such assignment 
ARTICLE 22 – LIMITATION OF LIABILITY

22.1
Consequential, Incidental, or Special Damages: Notwithstanding any other provision of this PA, in no event shall either Party hereto be liable to the other Party for consequential, incidental, or special (including multiple, or punitive, or other indirect) damages that are claimed to be incurred by the other Party, whether such claim arises under contract, tort (including strict liability) or other theory of law.

22.2
Remedies: Any assertion of claims arising out of the non-performance of this Agreement by the Depot shall be solely remedied under the equitable relief provisions of the (insert name of weapon system or program) Prime Contract.

ARTICLE 23 – APPLICABLE LAW

This PA shall be governed by and construed solely in accordance with the terms and conditions of the prime contract, applicable Federal statutes, and the principles enunciated in the body of the Federal Contract case law, regardless of the place of execution or performance of this PA

ARTICLE 24 – WAIVER AND SEVERABILITY

Any action or inaction by either Party or the failure of either Party, on any occasion, to enforce any right or provision of this PA shall not be construed to be a waiver by the Party of its rights hereunder, and shall not prevent the Party from enforcing such provision or right on any future occasion.  A determination that any portion of this PA, or of an IA or TWR issued hereunder, is unenforceable or invalid shall not affect the enforceability or validity of any of the remaining portions of this PA, or of an IA or TWR issued hereunder.  In the event that any part, term, or provision of this PA, or an IA or TWR issued hereunder, is determined unenforceable, invalid, or in violation of applicable law or regulation, the Parties agree to include a replacement provision, construed to accomplish its originally intended effect, that does not violate such law or regulation.

ARTICLE 25 – CLASSIFIED INFORMATION

To the extent the obligations of the Parties hereunder involve access to security information, classified U.S. Government “Confidential” or higher, the provisions of applicable Government regulations and the (insert name of weapon system or program).  Program Security Classification Guide attached to the prime contract shall apply.

ARTICLE 26 – ENTIRE AGREEMENT

This PA, including approved IAs attached hereto, is the entire agreement between the Parties regarding their mutual responsibilities relative to the Program and the exchange of proprietary and confidential commercial information concerning the Program; it supersedes and replaces any and all previous understandings, commitments or agreements, oral or written, related to the subject matter hereof.

IN WITNESS WHEREOF, the Parties hereto have executed the Partnering Agreement effective on the date herein entered.
COMPANY:__________________

                                AIR LOGISTICS CENTER:_____________    

BY:






BY:




 

NAME:






NAME:



_______ 

TITLE:






TITLE:



________

DATE:






DATE:



_________
APPENDIX 3

DIRECT SALES AGREEMENT TEMPLATE TERMS AND CONDITIONS

This Agreement is made and entered into as of the date of the last signature hereto by and among the (insert name) Corporation, a (insert State where incorporated) corporation, acting through (identify (COMPANY), if applicable), having an office at (insert location), hereinafter referred to as “(COMPANY)”) and the United States Air Force, acting through its Air Logistics Center, having an office at (insert name) Air Force Base, (insert ALC symbol)/ALC, (hereinafter referred to as “Depot”).   (COMPANY) and Depot are hereinafter referred to as the “Parties” (collectively) or “Party” (individually). The terms “Government” and “US Government,” unless otherwise stated, refer to the United States Air Force acting in its capacity as the issuer and administrator of prime contracts for goods or services. 

ARTICLE 1.  CONTRACT FORMATION and MODIFICATION  

This Direct Sales Agreement (DSA) is made under the authority of (insert: 10 U.S.C. §  2208(j), 10 U.S.C. §2563, or 22 USC §2770, as appropriate) and hereafter referred to as a DSA.  This DSA, including any documents incorporated herein by express reference, is intended to be a complete integration and there are no prior or contemporaneous different or additional agreements pertaining to the subject matter of the DSA.  The DSA shall not be modified by or interpreted by reference to any course of dealing or usage of trade and shall not be modified by any course of performance.  No modification of the DSA shall be effective unless in writing signed by the party to be charged with the modification.  No modification shall bind (COMPANY) unless signed by an authorized (COMPANY) representative.  No modification shall bind Depot unless signed by its authorized, warranted contracting officer.
ARTICLE 2 - AUDIT  

For a period of six years after final payment hereunder, Depot shall maintain books, records, documents and other evidence and accounting procedures and practices, sufficient to properly reflect all direct and indirect costs of whatever nature claimed by Depot for the performance of work hereunder.  Depot books, records, documents, and other supporting data shall be made available to (COMPANY) designated US Government representative (insert DCAA, SPO, or other designee as appropriate) for inspection and audit as required by (COMPANY) or the Government.

ARTICLE 3 - WAIVER 

Either Party's exercise or failure to exercise any of its rights or elections herein shall not preclude or prejudice the Party from exercising the same or any other right it may have hereunder, irrespective of any previous omission or action taken.  A determination that any portion of this DSA is unenforceable or invalid shall not affect the enforceability or validity of any of the remaining portions of this DSA.  In the event that any part, term, or provision of this DSA is determined unenforceable, invalid, or in violation of applicable law or regulation, the Parties agree to include a replacement provision, construed to accomplish its originally intended effect, that does not violate such law or regulation.

ARTICLE 4 - CONTRACT TYPE (for T&M contracts only)

This DSA shall be performed on a time and materials (T&M) basis consistent with FAR Subpart 16.6.  In performing this DSA, the Depot is not authorized to make expenditures or incur obligations exceeding $(insert dollar amount) unless authorized in writing by (COMPANY) .  The maximum amount for which (Company) shall be liable if this DSA is terminated is $(insert dollar amount). 
ARTICLE 5 - DELIVERY SCHEDULE 

Depot shall adhere to the delivery schedule specified herein.  In the event of any anticipated or actual delay, Depot shall promptly: (1) notify the (COMPANY) in writing of the reasons for the delay and the actions being taken to overcome or minimize the delays; and (2) provide (COMPANY) with a written recovery schedule. (COMPANY) ’s remedies for any delay are limited to those prescribed in Article 8 - Termination For Convenience.

ARTICLE 6 - DEFENSE PRIORITY AND ALLOCATION REQUIREMENTS 

The principles underlying FAR 52.211-15, Defense Priority and Allocation Requirements (SEP 1990) are applicable to this agreement to the extent Depot is performing work for multiple companies.  “Contractor” in this FAR clause means “Depot”. 

ARTICLE 7 -  IPT PROGRAM APPROACH (if applicable)

The Parties will adopt an Integrated Product Team (IPT) approach to plan, direct, and manage the Parties’ efforts toward meeting their objectives and successfully accomplishing all necessary tasks associated with the performance of work. Clear lines of authority and responsibility will be established to ensure that each IPT can execute their portion of the Program and promptly resolve any differences that may arise between the Parties.  Each IPT will be headed by a Product Manager designated by (COMPANY) .  The Product Manager will be responsible for planning, directing, coordinating, integrating, and reporting the status of all the Parties’ activities and tasks regarding the IPT.  The Product Manager will lead the IPT and will be delegated the authority to direct the total product specific effort within the IPT. However, any direction by Product Manager that constitutes a change shall be issued in accordance with the Changes clause herein. The Product Manager will be the primary IPT interface with the customer regarding product issues. (COMPANY) will endeavor to keep Depot informed, as appropriate, of communications with the Government customer.

ARTICLE 8 - TERMINATION FOR CONVENIENCE (FIXED PRICE) 

(COMPANY) may terminate performance of work under this DSA in whole or, from time to time, in part if the (COMPANY) Purchasing Representative (PR) determines that a termination is in (COMPANY) ’s interest.  The PR shall terminate by delivering to the Depot a Notice of Termination specifying the extent of termination and the effective date.

8.1. Depot Obligations: After receipt of a Notice of Termination, and except as directed by the PR, the Depot shall immediately proceed with the following obligations, regardless of any delay in determining or adjusting any amounts due under this clause:

8.4.1. Stop work as specified in the notice.

8.4.2. Place no further subcontracts or orders for materials, services, or facilities, except as necessary to complete the continued portion of the DSA.

8.4.3. Terminate all subcontracts to the extent they relate to the work terminated.

8.4.4. As directed by the PR deliver to (COMPANY) :
8.1.4.1. All fabricated or purchased parts, work in process, completed work, supplies, and other material produced or acquired for the work terminated; and  

8.1.4.2. All completed or partially completed plans, drawings, information, and other property that, if the subject work had been completed, would be required to be furnished to (COMPANY).

8.4.5. Complete performance of the work not terminated.

8.4.6. Take any action that may be necessary, or that the PR may direct, for the protection and preservation and return to (COMPANY) of all property related to this DSA that is in the possession of the Depot. 

8.2. Inventory Schedules: The Depot shall submit complete termination inventory schedules no later than 90 days from the effective date of termination, unless extended in writing by the PR upon written request of the Depot within this 90 day period. PR will provide disposition instructions within 30 days after receipt of the Depot’s inventory schedule.

8.3. Final Settlement: After termination, the Depot shall submit a final termination settlement proposal to the PR in the form prescribed by the PR.  The termination proposal shall account for all amounts paid in advance.   The Depot shall submit the proposal within six months from the effective date of the termination and the parties may thereafter negotiate a settlement of the amount due either of them.  If the Depot fails to submit the proposal within the time allowed, the PR may determine the amount due, on the basis of available information, and either pay the amount determined or issue a determination of refund due to (COMPANY) of the unliquidated advance payments.

8.4. If the Depot and PR fail to agree on the net amount to be paid because of the termination of work, the PR shall calculate the total advance payments made under this DSA and shall issue either a determination of the further amount due the Depot, or a determination of refund due to (COMPANY) of the unliquidated advance payments after first deducting the DSA price for completed supplies or services accepted by (COMPANY); and the total of:

8.4.1. The costs incurred in the performance of the work terminated, up to the date of receipt of the stop work order or termination notice, including all initial costs and preparatory expense reasonably allocable thereto, but excluding any costs attributable to supplies or services paid or to be paid under the DSA price for completed supplies or services accepted by the (COMPANY);

8.4.2. The cost of settling and paying termination settlement costs under terminated contracts subordinate hereto that are properly chargeable to the terminated portion of the DSA, if not included in subparagraph 8.4.3.2 (or as renumbered if Alternate I is used), below; and,

8.4.3. The reasonable costs of settlement of the work terminated, including:

8.4.3.1. Accounting, legal, clerical, and other expenses reasonably necessary for the preparation of termination settlement proposals and supporting data;

8.4.3.2. Termination and settlement of contracts subordinate hereto (excluding the amounts of such settlements); and

8.4.3.3. Storage, transportation, and other cost incurred, reasonably necessary for the preservation, protection, or disposition of the termination inventory in compliance with directions issued in accordance with subparagraph 8.4.1, above; and

8.4.4. The agreed price for, or the proceeds of sale of materials, supplies, or other things acquired by the Depot in the performance of this DSA and not otherwise disposed or sold under the provisions of this clause and not recovered by or credited to (COMPANY) ; and, 

8.4.5. Thereafter crediting any warranty claim which (COMPANY) has successfully asserted  to a final conclusion against the Depot under the Disputes article of this DSA.

8.5. Cost Principles: The cost principles and procedures of Part 31 of the Federal Acquisition Regulation, in effect on the date of this DSA, shall govern all costs claimed, agreed to, or determined under this clause.

8.6. Equitable Adjustment: If the termination is partial, the Depot may file a proposal with the PR for an equitable adjustment of the price(s) of the continued portion of the DSA.  The PR shall make any equitable adjustment agreed upon.  Any proposal by the Depot for an equitable adjustment under this clause shall be requested within 90 days from the effective date of termination unless extended in writing by the PR.

8.7. Dispute: If the Depot does not agree with the termination calculation and net result as determined in 8.4.3. or 8.4.4. above, or the equitable adjustment of the prices of the continued portion as determined in 8.6 above, it may dispute those actions in accordance with the Disputes article of this DSA.

8.8. Records: Unless otherwise provided in this DSA or by statute, the Depot shall maintain all records and documents relating to the terminated portion of this DSA for 12 months after final settlement.  This includes all books and other evidence bearing on the Depot‘s costs and expenses under this DSA.  The Depot shall make these records and documents available for U.S. Government review (i.e., the (insert name of SPO) SPO and/or DCAA), at the Depot‘s office, at all reasonable times, without any direct charge.  If approved by the PR, photographs, microphotographs, or other authentic reproductions may be maintained instead of original records and documents.

8.9. Retention of Records: All records and documents retained in accordance with 8.8 above will be indexed, packaged for storage and for shipping, and forwarded for long-term retention in accordance with prime contract requirements and PR written direction.

ALTERNATE 1 (for use with Time & Material or Labor Hours DSAs)

Replace 8.4.1. and 8.4.2. above with the following, 8.4.1., 8.4.2. and 8.4.3. and renumber the remainder of the article appropriately: 

8.4.1. An amount for direct labor hours (as defined in the Schedule of the DSA) determined by multiplying the number of direct labor hours expended before the effective date of termination by the hourly rates in the schedule, less any hourly rate payments already made to the Depot;

8.4.2. An amount (computed under the provisions for payment of materials) for material expenses incurred before the effective date of termination not previously paid to the Depot;

8.4.3. An amount for labor and material expenses computed as if the expenses were incurred before the effective date of termination, if they are reasonably incurred after the effective date with the approval of or as directed by the PR; however, the Depot shall discontinue these expenses as rapidly as practicable;

ARTICLE 9 -  CHANGES  

9.1. Right to Make Changes: (COMPANY) may, any time, exclusively in a writing signed by its authorized Purchasing Representative (PR), make changes within the general scope of this DSA which affect the:

9.1.1. Drawings, designs, or specifications;

9.1.2. Method of shipment or packing;

9.1.3. Place of inspection, delivery or acceptance;

9.1.4. Delivery schedules; or

9.1.5. Description of services to be performed. (not applicable to 22 USC §2770 DSAs)

9.2. Equitable Adjustments: If any such change causes an increase or decrease in the cost of, or the time required for, performance of this DSA, an equitable adjustment shall be made in the DSA price or delivery schedule or both, and the DSA shall be modified in writing accordingly.  Notice of any potential claim by the Depot for adjustment under this clause must be asserted in writing to PR not later than thirty (30) days after the date of receipt by the Depot of the written change authorization, or within such extension as (COMPANY) may grant in writing. (COMPANY) may, in its sole discretion, consider any such claim regardless of when asserted.  A complete change proposal as described in 9.3, below, shall be submitted within a reasonable time after the basis for is known.  Pending any such equitable adjustment, and upon receipt by the Depot of advance payment for any increase in costs which the Depot estimates will occur as a result of the change, the Depot will diligently proceed with the DSA as modified.  Where property that has been made excess or obsolete as a result of a change is included in the Depot's claim for adjustment, (COMPANY) shall have the right to direct the manner of disposition of such property. (COMPANY) shall have the right, by request to the Depot contract administrator on an expedited basis, to obtain US Government (i.e., SPO and/or DCAA) review of any of the Depot's pertinent books and records for the purpose of verifying Depot's claims.

9.3. Depot Claims: Depot's claim for equitable adjustment shall be in the form of a complete change proposal fully supported by factual information and shall separately identify all increases and all decreases in costs.  The claim shall be submitted to PR in a signed writing that includes the following statement, “The amount requested accurately reflects the DSA adjustment for which Depot believes (COMPANY) is liable.”

9.4. Resolution of Disputes: Any claim for equitable adjustment that is denied, in whole or in part, by PR may thereafter be finally resolved in accordance with the Disputes article of this DSA.

ARTICLE 10 -  WARRANTY (not applicable to DSAs entered into under 22 USC §2770) 

10.1 Warranty of Work: The Depot warrants that the (specify work) tasks performed or delivered under this agreement will be performed in accordance with the terms of this agreement ((including all descriptions, specifications and technical data attached and/or incorporated into the Statement of Work (SOW) by reference)) and that such work will be free of workmanship defects.  The Depot liability for correction of defective work shall be limited to the cost of rework.  

10.2 Reporting and Corrections: Warranty is valid if defective work is identified and reported in writing received by the Depot within twelve months after delivery to (COMPANY) .  If the defect is agreed to be, or is determined by (COMPANY) to be the Depot's responsibility, the Depot shall solely determine the appropriate means for corrective action.  Failure of the parties to agree on responsibility for the corrective action shall be a matter for resolution under the Disputes article of this DSA.  If (COMPANY) requires the Depot to perform corrective action prior to resolution of the dispute, then such corrective action shall be considered new work and advance payment shall be required, and funded IAW Article 21, Funding, unless adequate unliquidated prior funding remains available.  In the event the dispute is resolved in (COMPANY) ‘s favor, the advance payment shall be returned. Corrective action undertaken unilaterally by (COMPANY) shall be solely at its expense, and shall void the Depot warranty.

ARTICLE 11 - QUALITY CONTROL AND CONTRACTUAL COMPLIANCE (not applicable to software development)    

The Depot will provide and maintain a Quality Assurance (QA) System that meets the intent of the American National Standards Institute/American Society for Quality Control (ANSI/ASQC) Q9002.  The Depot will provide quality oversight of work in accordance with (IAW) Air Force Materiel Command Instruction (AFMCI) 21-115, "Depot Maintenance Quality Assurance." (COMPANY) agrees that the performance of Quality Assurance IAW the requirements of AFMCI 21-115 and other applicable ALC documentation meets the intent of performance IAW the requirements of ANSI/ASOQ Q9002.  At (COMPANY) 's request, the Depot shall provide the Depot's quality manual and the workload QA Plan (QAP).  At the (COMPANY) 's request, periodic audit/assessment of the QAP requirements will be performed by a joint team of (COMPANY) and Depot QA personnel to verify compliance with the requirements of AFMCI 21-115..

ALTERNATE. I (use for software development applications)

 Depot ((insert depot symbol)-ALC) adheres to the Software Engineering Institute’s (SEI) Capability Maturity Model (CMM) for software development.  An integral component of this model includes software quality assurance.  The SEI CMM is the DOD-mandated standard model to be used in assessing the maturity of an organization’s software development processes, testing processes, quality assurance processes, configuration management processes, etc.

Depot ((insert depot symbol)-ALC) has recently been assessed as CMM level (insert level).  Depot will follow Depot-developed quality assurance processes which strictly follow the Quality Assurance requirements of the CMM. Depot SQA will conduct periodic (insert program name) software project audits and Depot will provide (COMPANY) the audit schedule and the opportunity to participate in such audits.

ARTICLE 12 - CONFIDENTIAL, PROPRIETARY AND TRADE SECRET INFORMATION AND MATERIALS

12.1. Depot Use and Disclosure: Depot shall keep confidential and protect from unauthorized use and disclosure all 

· confidential, proprietary, and/or trade secret information; 

· tangible items containing, conveying or embodying such information; and 

· tooling 

identified as being subject to this Paragraph and obtained, directly or indirectly, from (COMPANY) in connection with this DSA or other agreement referencing this DSA (collectively referred to as a "Proprietary Information and Materials"). Depot shall use (COMPANY) ’s Proprietary Information and Materials only in the performance of and for the purpose of this DSA and/or any other agreement referencing this DSA.

12.2. Company Use and Disclosure: (COMPANY) shall not release or disclose to any person any information or materials which Depot has identified with a restrictive legend as being “Confidential Commercial Information.”  However, despite any other obligations or restrictions imposed by this Paragraph, (COMPANY) shall have the right to use, disclose and reproduce information or materials marked by Depot as Confidential Commercial Information, and make derivative works thereof, for the purposes of testing, certification, use, sale or support of any product delivered under this DSA or any other agreement referencing this DSA.  Any such use, disclosure, reproduction or derivative work by (COMPANY) shall, whenever appropriate, include a restrictive legend suitable to the particular circumstances and execution of a non-disclosure agreement by the recipient identifying the Confidential Commercial Information and appropriately restricting its use, reproduction and disclosure.  In the event Depot delivers any information or materials which it has received with restrictions on use pursuant to the FAR or DFARS, (COMPANY) will execute a use and non-disclosure agreement identifying the information or materials and in substantially the same language as described at DFARS 227.7103-7(c).  The restrictions on disclosure or use of Proprietary Information and Materials by Depot shall apply to all materials derived by Depot or others from (COMPANY)’s Proprietary Information and Materials.

12.3. Disposition:  Upon (COMPANY)’s request at any time, and in any event upon the completion, termination or cancellation of this DSA, Depot shall return to (COMPANY) all of  (COMPANY)’s Proprietary Information and Materials and all materials derived therefrom, unless specifically directed otherwise in writing by (COMPANY). Depot shall not, without the prior written authorization of (COMPANY), sell or otherwise dispose of (as scrap or otherwise) any parts or other materials containing, conveying, embodying or made in accordance with or by reference to any Proprietary Information and Materials of (COMPANY).  Prior to disposing of such parts or other materials as scrap, Depot shall render them unusable. (COMPANY) shall have the right to audit Depot’s compliance with this Paragraph. Depot may disclose Proprietary Information and Materials of (COMPANY) to Depot’s sub-tier contractors as required for the performance of this DSA, provided that each such sub-tier contractor first agrees in writing to the same obligations imposed upon Depot under this Paragraph relating to Proprietary Information and Material.

12.4. Liabilities:  The provisions of this Paragraph shall survive the performance, completion, termination or cancellation of this DSA.  The obligation to protect Proprietary Information and Materials, and liability for unauthorized disclosure or use of Proprietary Information and Materials, does not apply with respect to such information which: 

12.4.1. is lawfully published or is otherwise lawfully in the public domain at the time of disclosure; or

12.4.2. is lawfully known to the receiving party prior to disclosure by Depot; or

12.4.3. is disclosed with the prior written approval of (COMPANY); or

12.4.4. is independently developed by the receiving party without use of such Proprietary Information and Materials; or

12.4.5. is lawfully known or available to the receiving party for use without restriction from a third party; or

12.4.6. becomes part of the public domain without improper means, or without breach of this DSA by the receiving party; or

12.4.7. is disclosed as required by judicial action after all available legal remedies to maintain the Proprietary Information and Materials in secret have been exhausted;

Provided that advance notice of such judicial action was timely given to the disclosing party so that the disclosing party had an opportunity to seek a protective order or other remedy or to waive compliance with the provisions of this DSA; and

Provided further that the compelled party furnished only that portion of Proprietary Information that is legally required, provides the disclosing party and its counsel an opportunity to review and approve the contents of the disclosure, and exercises substantial efforts to obtain reliable assurance that confidential treatment will be afforded the Proprietary Information.  

ARTICLE 13 - INTELLECTUAL PROPERTY RIGHTS  

(COMPANY) has engaged Depot to create for (COMPANY), software programs including (without limitation), programming, corrections, enhancements, improvements, translations, updates or upgrades, and any other derivative work or collective work created for or delivered to (COMPANY) under this Agreement ("Work Product").  To the extent that Depot owns or has any rights in any works or intellectual property rights that are used, embodied or reflected in the Work Product, Depot hereby grants to (COMPANY), its successors and assigns, an irrevocable, perpetual, nonexclusive, worldwide, royalty-free license to use, execute, reproduce, display, and perform the Work Product, to prepare derivative or collective works based upon or containing the Work Product, to distribute the Work Product (including any derivative or collective works prepared pursuant to such authorization), and to authorize others to do any or all of the foregoing.  Such license granted to (COMPANY) shall include a license to copy and display all pictorial, graphic or audiovisual works created as a result of execution of the Work Product, even if such pictorial, graphic or audiovisual works are created by or with other programming or through other means.  Depot agrees, at the request of (COMPANY), and at (COMPANY)'s expense, to perform any acts and execute any further assignments or acknowledgments that (COMPANY) may reasonably deem necessary. Nothing in this clause may be interpreted to limit any Government intellectual property rights specified in the prime contract.     

ARTICLE 14 -  DISPUTES 

14.1. Governing Law:  The rights of the parties are defined by the terms and conditions of this DSA and the body of Federal Contracts case law, without any recourse to, or consideration of, any of its conflicts of laws. 

14.2. Remedies:  Neither party shall have the right to claim incidental, punitive, exemplary, and/or consequential damages.

14.3. Termination for Default: This DSA does not provide, nor may it be construed to provide, any right to Terminate For Default.

14.4. Claims: Claims shall be limited to those arising under or related to the DSA and remedies shall be limited to those otherwise set forth in this DSA.

14.5. Disputes Prevention: Both (COMPANY) and Depot are committed to a disputes-prevention atmosphere during the performance of this DSA.  The parties agree that their best efforts will be made to settle all controversies through direct negotiations between principals acting for each party, to include each party escalating unresolved disputes through its respective levels of management.

14.6. Disputes Valued at Less Than $10,000: Any dispute between the parties arising under or related to this DSA, which the parties are unable to resolve by negotiation and in which $10,000 or less is at issue, shall be decided by the Depot Commander.  The Commander shall reduce his decision to writing and mail or otherwise furnish a copy to (COMPANY).  With respect to any such dispute, both parties agree that the decision of the Depot Commander shall be final and conclusive, and shall not be appealable or otherwise subject to challenge.

14.7. Disputes Valued at More Than $10,000: (COMPANY) and Depot hereby agree that the following procedures constitute the administrative procedures that must be exhausted before either party may pursue any remedy which is available to it under the law.  Any dispute between them arising under or related to this DSA, which the parties are unable to resolve by negotiation and in which more than $10,000 is at issue, shall be decided by the Depot Commander.  The Depot Commander shall reduce his decision to writing and mail or otherwise furnish a copy to (COMPANY).  The decision of the Depot Commander shall be final and conclusive unless, within thirty (30) calendar days from the date of receipt of the decision, (COMPANY) furnishes the Depot Commander, by certified mail, a written appeal of the decision addressed to the Secretary of the Air Force (SECAF).  The SECAF shall render a decision by a date mutually agreed upon by the parties.  The decision of the SECAF, or his or her authorized representative, shall be final unless appealed to a court of competent jurisdiction in a timely manner, consistent with 13.7 of this Article.  In connection with any appeal to the SECAF, (COMPANY) shall be afforded an opportunity to be heard and to offer evidence in support of its appeal.
14.8. Judicial Review:  (COMPANY) or Depot, after exhausting the administrative remedies specified in paragraph 14.6. of this Article, may:

14.8.1. Pursue any remedy which is available to it under the law; or

14.8.2. Before or in conjunction with pursuing any remedy which is available to it under law, by mutual agreement, submit the dispute to alternative dispute resolution procedure authorized by the Administrative Dispute Resolution Act of 1996, Public Law No. 104-320 (codified at 5 U.S.C. § 501 et seq).

14.9. Alternate Disputes Resolution:  The parties may enter into an Alternative Disputes Resolution (ADR) process, which may be defined in greater detail by such further agreement of the parties as may be necessary from time-to-time.  ADR between the parties shall generally:
14.9.1. Involve further investigation and negotiation by a disinterested principal selected by each party; and,

14.9.2. Be directed and facilitated by an administrative law judge of the Armed Services Board of Contract Appeals, acting strictly as an advisor; and 

14.9.3. The expenses of participating the ADR process shall be borne by the party incurring such expenses, with the expenses of the facilitator shared by the parties equally; and,

14.9.4. The resolution of the dispute shall be by mutual agreement of the parties, reduced to writing and signed by each of them, and shall be effective to accomplish all proper purposes, including but not limited to, supporting any necessary modification of their basic agreement and documenting the necessity of the associated funding actions.

ARTICLE 15 -  MATERIALS FURNISHED AND PROPERTY RIGHTS

15.1. Property: (COMPANY)-provided property may include but is not limited to, direct and indirect material, tools, patterns, and equipment.  This DSA establishes accountability requirements for (COMPANY)‑provided property that has been or may be placed in Depot's possession and/or control for the exclusive purposes described in this DSA.  Depot agrees not to use (COMPANY)-provided property, nor the designs, drawings, specifications, and other information received herein for any other purposes without prior written consent by the authorized (COMPANY) Purchasing Representative.  Title to the subject property does not transfer as a result of change in possession.  All (COMPANY)-provided material or replacement material will be returned in the form of products (except that which becomes normal scrap or industrial waste) or unused material.  The property shall not be transferred, destroyed, modified, or otherwise disposed of without prior written authorization from the (COMPANY) Purchasing Representative.

15.2. Inspection by Depot: The Depot shall inspect any such material provided by (COMPANY) and shall have the right to reject nonconforming material upon inspection.  Nonconforming materials accepted by the Depot shall not excuse performance in strict accordance with the applicable specifications, unless such nonconformances could not be discovered by a reasonable inspection.  Depot agrees to promptly report all incidents of loss, damage or destruction of the subject property to the (COMPANY) Purchasing Representative.  Loss, damage or destruction (LDD) reports shall contain the following factual data as to the cause and circumstances surrounding the incident:

15.2.1. DSA Order number for which the property is accountable;

15.2.2. Property identification number and description of property, (e.g., National Stock Number (NSN), part number, serial number, tool number, etc.);

15.2.3. Acquisition cost of the property, if known;

15.2.4. Date, time, and location of incident/discovery;

15.2.5. Known interests in and commingled property of which the LDD is/was a part;

15.2.6. Insurance, if any, covering the property or any commingled property;

15.2.7. Estimated scrap proceeds, when applicable; and

15.2.8. Actions to prevent recurrence or repetition of similar incidents.

15.3. Reporting and Notification: Depot agrees to maintain identity of the subject property as (COMPANY)-owned or Government-owned, maintain accountability records, and periodically report inventory of subject property in accordance with sound business practices. Depot agrees to notify the (COMPANY) Purchasing Representative immediately when the subject property will no longer be required and request disposition instructions from the (COMPANY) Purchasing Representative.

15.4. Property Covered: The above provisions apply to the (COMPANY)-provided property referenced in the (insert date of Depot proposal) Depot proposal (identify Attachment or exhibit number).   The property listed in the Depot proposal shall be timely made available by (COMPANY) to Depot.  All listed property will be delivered FOB destination.  Depot shall immediately notify (COMPANY) in the event that any such material is required, but has not been included on the (insert date of Depot proposal) Depot proposal.  Such material shall either be provided by (COMPANY), or an acceptable substitute NSN shall be authorized at (COMPANY)’s expense.

15.5. Property Insufficient: In the event that any of the property listed as (COMPANY)-provided property in the (insert date of Depot proposal) Depot proposal is found to be insufficient, or additional part numbers prove to be necessary in order to complete the statement of work process and return of such property, Depot shall immediately submit a request for provision, and (COMPANY) shall respond in the most expeditious manner possible.  In the event the parties agree that suitable substitute or approved parts can be provided from local Depot stock, (COMPANY) will replace such parts in kind or fund them at their inventory value, as determined at the time parts are issued.

15.6. Segregation and Marking: During the period of performance Depot shall keep all property provided by (COMPANY), and all Government property as may be identified elsewhere in this DSA to which (COMPANY) acquires title by virtue of this DSA, segregated and clearly marked and will maintain a complete inventory thereof in accordance with approved property management system in effect at Depot at the time.  Depot will immediately notify (COMPANY)’s Purchasing Representative in writing of any loss, destruction or damage of property under Depot's control.  Except for property incorporated in delivered end products, DEPOT will, upon termination or completion of this DSA, deliver property, as directed by (COMPANY), in good condition, subject to ordinary wear and tear and normal manufacturing losses. 

15.7. Liability for Loss or Damage: Except as provided in Article 10, Warranty, Depot shall not be liable for loss of or damage to property of the Government.  This includes property that, as between the Government and (COMPANY) under the prime contract, is Government property to include aircraft and/or end items being repaired and maintained under the prime contract and this Direct Sales Agreement.  As between the Government and (COMPANY), risk of loss of or damage to property of the Government is governed by the prime contract.
ARTICLE 16 -  SPECIAL TOOLING 

 If applicable, and unless otherwise specified as part of this DSA, the price for (specify items) includes the cost of gauges, jigs, fixtures, dies, molds, tools, patterns, and similar items of special tooling that may be manufactured or acquired by Depot.  Title to such special tooling will remain with the appropriate Government buying activity.

ARTICLE 17 -  ASSIGNMENT 

(COMPANY) may, upon notice to Depot, assign this DSA to any person, firm, or corporation with which (COMPANY) may merge or consolidate or to which (COMPANY) may assign substantially all of its assets, and (COMPANY) may assign claims for monies due or to become due hereunder to any bank, trust company or other financial institution, including any Government lending agency in accordance with the Assignment of Claims Act. (COMPANY) shall furnish Depot with two (2) signed copies of any such assignment.

ARTICLE 18 -  FOREIGN OBJECT DAMAGE/CONTROL 

Depot shall perform in accordance with the procedures established in AFMCI 21-122 (or any successor document) to provide a program of foreign object damage/control.

ARTICLE 19 - NOTICES 

(This language may be modified to include appropriate form of paperless communication.)

All notices, certificates, and acknowledgments hereunder shall be in writing and shall be deemed to be properly delivered when duly mailed by Certified letter to the other Party, or when received by the other Party if delivered by overnight courier, at its address as noted below, or to such other address as either Party may, by written notice, designate to the other.


_______ Air Logistics Center




        (Company)


Director of ______________

_______________________    (address) 

_______________________  




Attention:    

ARTICLE 20 -  SUBCONTRACT ADMINISTRATION (if applicable)

Unless (COMPANY) notifies Depot otherwise in writing, the Parties recognize that, whenever referenced throughout this Agreement, the execution and administration of DSAs will be performed on behalf of (COMPANY) by  (insert name of function), which is the consolidated procurement function for (COMPANY) within the Corporation.


ARTICLE 21 - FUNDING 

Payment shall be made by (COMPANY) before commencement of work by Depot.  Payment may be in full at date of award or incrementally at mutually agreed cost or event-based intervals, depending upon whether the DSA is fixed priced or cost reimbursable.  Depot reserves the right to equitable adjustment for any costs and/or schedule delays caused by (COMPANY)’s failure to provide adequate advance funding.

                                                        Company

                            Air Logistics Center    
BY:





BY:




 

NAME:





NAME:



 

TITLE:





TITLE:





DATE:





DATE:




APPENDIX 4

CENTERS OF INDUSTRIAL AND TECHNICAL EXCELLENCE (CITE)

TECHNOLOGY/(TRC Designator)

CENTER

1.  Weapons(A)
OO-ALC

2.  Airmunitions (B)
OO-ALC

3.  Electrical Components (C)
WR-ALC

4.  Electronic SE (D)
WR-ALC

5.  Electro/Mechanical SE (E)
OO-ALC

6.  Airborne Electronics (F)
WR-ALC

7.  Command, Control Communications,
No AF CITE TRC TYAD


and Intelligence(G)

8.  Missile and Space Launch Vehicle
OO-ALC


Components, Launch Control (H)

9.  Hydraulics/Pneudraulics/Pneumatics (J)


- Transmission
OC-ALC


- Air Driven Accessories
OC-ALC


- Refrigeration/Heating Sys & Ram Air Turbines
OO-ALC


- Fluid Drive Accessories
OO-ALC


- Missile Control/Hydraulics
OO-ALC

10.  Oxygen ond Other Gas
OC-ALC

Generating Equipment (K)

11.  Life Support Systems (L)
WR-ALC

12.  Nuclear Components (M)
OO-ALC

13.  Propellers (N)
WR-ALC

14.  Shelters (P)

- Rigid Wall
OO-ALC

- Portable
WR-ALC

15.  Landing Gear (Q)
OO-ALC

16.  Photographic/Reconnaissance
OO-ALC


Imaging Equipment (R)

17.  Training and Simulation Equip (S)
OO-ALC

18. Instruments/Displays (T)

- Pressure, Temperature, Humidity
OO-ALC

- Electrica/Mechanical Instruments
OO-ALC

- Flight Control
OO-ALC

- Automatic Flight Control
OC-ALC

- Engine Instruments
OC-ALC

- Gyros
WR-ALC

- Displacement & Ring Gyros (Compass)
OO-ALC

- Navigational Instruments
OO-ALC

- Inertial Measurement Unit Platforms
OO-ALC

- Multi-function Display
OO-ALC

19.  Aircraft Related (U)
ALL ALCs

20.  Engine Related (V)
OC-ALC

- Gear Boxes

- Pneumatics

- Electronics

- Blades and Vanes

- Bearings

- Fuel Accessories

21. Composite/Plastic Rubber and 


Metal Bond Components (Mfg) (X)
OO-ALC

22.  Crypologic (W)
CPSG/ESC

23. Aircraft

- KC-135
OC-ALC

- B-1
OC-ALC

- E-3
OC-ALC

- B-52
OC-ALC

- B-2
OC-ALC

- C-130
WR-ALC(P), OO-ALC (S)


- F-16
OO-ALC


- A-10
OO-ALC


- C-141
WR-ALC


- F-15
WR-ALC

- C-5
WR-ALC

24  Software
All ALCs


Support local weapon systems

25.  Printed Wiring Boards (Mfg)
OO-ALC (P)/WR-ALC (S)

26. Harness/Cable

- Aircraft
OC-ALC

- Electrical
WR-ALC

27. Foundry

- Investment Casting
OO-ALC

28.  Machine Mfg
All ALCs

29.  Tubing Mfg
WR-ALC

30. Engines

- Non Propulsion
OO-ALC

- Propulsion
OC-ALC

-- High Bypass Turbofans

-- Augmented Turbofans

-- Stealth Technology

-- Electronic Engine Controls

-- J-79
No AF CITE TRC NADEP Jacksonville

31. Missiles

- Tactical
No AF CITE TRC Letterkenny

- Strategic
OO-ALC

32.  Helicopters
No AF CITE TRC Corpus Christi

No AF CITE TRC Cherry Point

33.  Capability Required for Above Technologies
ALL (Sized to Workload)

- Paint/Depaint

- Cleaning

- Machine Repair

- Inspection

- Sheet Metal Mfg

- Plating

- Physical Science Lab

- PMEL

34.  Parts Reclamation
AMARC

Future Airframe TRC/CITE designations will be based on the fighter (OO-ALC), bomber/tanker (OC-ALC) and cargo (WR-ALC) concept.  

Note: (P) Primary CITE


 (S) Secondary CITE
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