DEPARTMENT OF THE AIR FORCE
OFFICE OF THE UNDER SECRETARY
WASHINGTON, DC 20330-1080

MEMORANDUM FOR SEE DISTRIBUTION

FROM: SAF/IAPX
1080 Air Force, Pentagon
Washington, DC 20330-1080

SUBJECT: FMS Contract Administrative Services (CAS) Surcharge Policy Improvements
(DSCA letter 02-14 of 3 Jun 2002) (SAF/IAPX 03005)

This memo forwards DSCA’s policy guidance on revised Foreign Military Sales (FMS)
Contract Admininstrative Services (CAS) rate structures and methodology provided in
attachments one through six. Attachment two of DSCA’s memo is a detailed and specific
explanation of new rates.

If you have any questions, please contact Colleen A. Henson, 703-588-8975 or email me
at colleen.henson@pentagon.af.mil.

Terry L. Bates
Chief, Security Assistance Policy Division
Directorate of Policy

DISTRIBUTION:
See Attached List



03 JUN 2002
In reply refer to:
[-02/006079-FM

MEMORANDUM FOR  DEPUTY UNDER SECRETARY OF THE ARMY
(DEFENSE EXPORTS AND COOPERATION)
(DASA(DE&C)/SAAL-ZN)
DEPARTMENT OF THE ARMY

DEPUTY ASSISTANT SECRETARY OF THE NAVY
(INTERNATIONAL PROGRAMYS)
DEPARTMENT OF THE NAVY

DEPUTY UNDER SECRETARY OF THE AIR FORCE
(INTERNATIONAL AFFAIRS)
DEPARTMENT OF THE AIR FORCE

DIRECTOR, DEFENSE LOGISTICS AGENCY

DIRECTOR, NATIONAL IMAGERY AND MAPPING
AGENCY

DIRECTOR, NATIONAL SECURITY AGENCY

DIRECTOR, DEFENSE CONTRACT MANAGEMENT
AGENCY

DIRECTOR, DEFENSE CONTRACT AUDIT AGENCY

DIRECTOR, DEFENSE FINANCE AND ACCOUNTING
SERVICE (DENVER CENTER)

SUBJECT: FMS Contract Administrative Services (CAS) Surcharge Policy Improvements
(DSCA 02-14)

As announced in the September 2001 Security Cooperation Conference, | chartered ateam to
review and recommend improvements to the FM S Surcharges. CAS was thefirst surcharge
explored in depth. This memorandum announces the FM S financial policies and procedures for
implementing the CAS improvements. Please note that some of the items discussed herein are
effective immediately, while others will be implemented at alater time (e.g., FY 2003).

The CAS improvements encompass clarifying its purpose and scope; establishing arevised rate
structure; devel oping future rate validation guidelines; revising reciprocal agreement processes;



and mapping the associated FM S case management transactions.
regards the FMS CAS rate as shown below:

. For example, amajor outcome

For LOAs Implemented For LOA Implemented On
FMS CAS Component Before 1 Oct 2002 or After 1 Oct 2002
Contract administration/mgmt 0.50% 0.65%
Quality assurance & 0.50% 0.65%
inspection
Contract audit 0.50% 0.20%
Outside CONUS (OCONUS) Previously included above 0.20%

A summary of Attachments 1 through 5 that follow, which provide additional details on these
improvements, is furnished on the page next under.

This package will be posted on the DSCA web site, Publications and Policy section
(www.dsca.osd.mil), and will be incorporated into the SAMM and DoDFMR, Volume 15.

In summary, | am confident that these policies represent real change and improvements to our
FMS program. Itsimplementation and widespread practice will further promote business process
efficiencies and increase customer satisfaction. To that end, | want to thank the individuals
outside DSCA as noted in Attachment 6 for their outstanding contributions to this important
endeavor. Please convey my personal appreciation for their dedication and professionalism,
without which this endeavor would not have been accomplished.

Should your staff have any questions, the DSCA points of contact/Surcharge Team co-chairs are
Mr. David Rude, telephone (703) 604-6569, e-mail: david.rude@osd.pentagon.mil and Ms.
Vanessa Glascoe, telephone (703) 601-3744, e-mail: Vanessa.glascoe@osd.pentagon.mil.

Attachments
As stated

Copy to:

/signed/

Tome H. Walters, Jr.
Lieutenant General, USAF

Director

Chairman, Foreign Procurement Group

Commandant, DISAM

OUSD (Comptroller)/ODCFO/F&MP
OUSD (AT&L/Foreign Contracting)




USASAC Alexandria
USASAC New Cumberland
NAVICP

AFSAC



SUMMARY OF ATTACHMENTS

Attachment 1: FMS CAS Purpose and Scope

One of theinitial items the team addressed was to determine the purpose and scope of the FMS CAS
surcharge. Inthat regard, Attachment 1 provides a matrix that correlates the FMS CAS functions with
those specified in the Federal Acquisition Regulation (FAR). The matrix identifies those functions,
categorizes them into the appropriate CAS pool, identifies the performing activity(ies), and provides
additional comments as appropriate. We hope this matrix offers a better understanding of what CAS as
regards FM S entails, and facilitates improved communications among the performing activities.

Attachment 2: FM S CAS Rate Assessment and Structure

The team reviewed the resource and funding efforts required to effectively execute the FMS CAS
functions. Based on these findings, the means by which the CAS rate is assessed and the corresponding
rate structure were revisited. The new CAS rate structure as described in Attachment 2 is effective with
basic LOAs initiated in FY 2003.

The long-term goal isto get to a process by which CAS is charged on an actual cost basis. This
will be accomplished by DCMA and DCAA presenting to DSCA by 31 December 2002 a study for
addressing the potential transition of FMS CAS to an actual cost basis on dedicated FMS CAS ling(s)
on an LOA. Based on this study, an assessment will be made to determine a course of action that is both
beneficial, desirable and provides a clear return on investment.

Attachment 3: FM S CAS Surcharge Rate and Country Validation
The mechanics of this validation process, and the current tables relating to specific countries/
international organizations, are described in Attachment 3.

Attachment 4: FM S CAS Reciprocal Agreements

Attachment 4 is the flowchart depicting the FMS CAS-related reciprocal agreement process. In addition,
under separate cover DSCA will forward to DoD General Counsel recommendations for improving DoD
Directive 5530.3 (International Agreements), which assigns responsibility for controlling the negotiation
and conclusion of agreements with foreign governments and international organizations by DoD
personnel.

Attachment 5: FMS CAS Process Mapping

One of the key elements of managing FMS CAS is understanding the processes by which it operates.

The team explored FMS CAS in the context of reciprocal agreements, budget formulation, LOA
development and LOA execution. Separate flowcharts depicting these distinct yet related processes were
developed, and are furnished at Attachment 5 (except for reciprocal agreements, noted in Attachment 4).

FMS CAS Budget Formulation. Refer to the flowchart provided at Attachment 5 (chart 5.1). To
optimize the efficiency of the budget formulation process, DSCA/COMPT-RM will move the annual
OCONUS budget call to the March timeframe, which is conducive to when DCMA International
(DCMAL) issues the annual budget plan to itsfield activities.

FMS CAS LOA Development. Refer to the business rules at Attachment 5, and the
corresponding flowchart provided at Attachment 5 (chart 5.2).

FMS CAS Execution. Refer to the business rules at Attachment 5, and the corresponding
flowchart provided at Attachment 5 (chart 5.3). That diagram is the foundation on which the detailed
FMS CAS requirements for the Case Execution Management Information System (CEMIS) are being
built.

FMS CAS Account Payment Components. Attachment 5 describes those efforts for which
reimbursement from the FMS CAS Account is authorized.




REVISED FOREIGN MILITARY SALES(FMS)
CONTRACT ADMINISTRATIVE SERVICES (CAYS)
RATE METHODOLOGY

Background
When compared to the revenue generated by the current 1.5% FMS CAS surcharge, the

Surcharge team noted that the functions performed primarily by the Defense Contract
Management Agency (DCMA) required funds exceeding the 1.0% allotted for quality
assurance/inspection and contract administration. The contract audit effort performed
predominantly by the Defense Contract Audit Agency (DCAA) costs less than the 0.5% allotted
within the FMS CAS rate. The team also noted that $31M was infused into the FMS CAS
account during the FY 99/FY 00 timeframe to ensure solvency. A major obstacle to the continued
solvency of the FM'S CAS account was the decision to charge the FM S Trust Fund, vice
individual FM S cases for Outside the Continental United States (OCONUYS) efforts effective 1
Oct 1993.

Based on these findings, the means by which the CAS rate is assessed and the
corresponding rate structure were revisited. The new CAS rate structure as described below is
effective with basic LOAs initiated in FY 2003. Although the DCMA® and DCAA systems that
track CAS requirements provide some level of detail, neither system is currently capable of
consistently identifying CAS at the individual FM S country/case/line level. Until those systems
reach that level of sophistication, CAS will continue to be charged on a percentage (fixed rate)
platform. This paper also describes the CAS rate assessment methodol ogy, associated rates,
DSAMS programming requirements, and implementation timeline.

By 30 June 2002, OUSD (Comptroller) will issue an interim change to the Department of
Defense Financial Management Regulation (DoD FMR), Volume 15, authorizing the CAS rate
changes.

Revised Rate and Rate Structure

Effective with new (basic) Letters of Offer and Acceptance (LOAS) implemented on or after

1 October 2002, the rate and rate structure for FMS CAS changes. For LOAs implemented prior
to 1 October 2002, the previous FMS CAS rates apply for the remaining life of those LOAS. In
addition, Outside the Continental United States (OCONUS) efforts shall now be charged
separately from the other categories relating to FMS CAS. quality assurance and inspection;
contract audit; and contract administration. The following table applies:

! The methodology for calculating FMS CONUS CAS earnings for DCMA is outlined in the 9 Apr 1999 CAS
Memorandum of Agreement between DCMA, the Defense Finance and Accounting Service (DFAS) and DSCA.
FMS OCONUS CAS earnings are calculated on an actual cost basis at the country level.
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For LOAs Implemented For LOA Implemented On
FMS CAS Component Before 1 Oct 2002 or After 1 Oct 2002
Contract administration/mgmt 0.50% 0.65%
Quality assurance & 0.50% 0.65%
inspection
Contract audit 0.50% 0.20%
Subtotal, CONUS FMS 1.50% 1.50%
CAS
Outside CONUS (OCONUS) Previously included above 0.20%
Total, CONUS + 1.50% 1.70%
OCONUSFMS CAS

See “Defense Security Assistance Management System (DSAMS) Changes” section below for
information about developing LOA documents in DSAMS that incorporate these revisions.

OCONUS Impact

The separation of OCONUS as an additional FMS CAS component requires a clear channel of
communication between the contracting officer, DCMA and the FM S case manager. It involves
atwo-pronged approach: OCONUS request and OCONUS confirmation. Optimally, the
purchaser’s desire for OCONUS CAS should be stated in the Letter of Request (LOR) whenever
possible. Inlessthan optimal conditions, if the OCONUS CAS effort isidentified after basic
LOA implementation, that would constitute a change in scope — thus, an amendment to the LOA
would be required. The new CAS rate, to include the OCONUS component, would apply as of
the basic LOA implementation date. If necessary, DFAS will manually adjust the CAS accruals
for any applicable progress payments occurring prior to amendment issuance. An amendment
may immediately follow basic LOA implementation, which is less desirable than the OCONUS
designation in the LOR, but is preferred to waiting until the execution phase already commenced.
In any event, the procuring contracting officer (PCO) must confirm the existence of OCONUS to
the performing activity and especially the FM S case manager. This process will be aided by
ensuring that the FM S case identifier is clearly displayed in the contract line item number
(CLIN). DSCA will explore whether the Defense Federal Acquisition Regulation Supplement
(DFARS) should be revised to stress these relationships.

The OCONUS component requires special focus on the contracts being administered outside of
CONUS. Thisinfluences specific cost drivers, particularly labor, personal services, personnel
change of station (PCS) and facilities. Accordingly, the costs necessary to capture the OCONUS
effort must reflect these intensified efforts.

Revised Rate Structure M ethodology

Defense Security Assistance Management System (DSAMS) Changes

1. By 31 May 2002, the DSAMS shall incorporate a new Indirect Price Component (IPC) for
OCONUS; thiswould result in atotal of four CAS-related I1PCs potentially applicable to a
given LOA.

2. A standard note would be placed in the LOA that notifies the FM S purchaser asto the total
CASestimated. The CAS note shall include the rate, each CAS component that applies, and
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each CAS component that does not apply (i.e., awaiver impacts the CASfor that LOA).
Different sets of notes will be used for pre-FY 03 and post-FY 02 LOAs (based on basic LOA
implementation date).

By 31 May 2002, two standard “boilerplate” notes will be programmed into DSAMS by each
MILDEP asfollows:

Standard Note 1: For any lines on this LOA document with a Source of Supply of ‘X’ or
‘P, the Contract Administrative Surcharge (CAS) rates apply: for contract administration;
___9%; for quality assurance and inspection, _ %; and for contract audit, __ %.

Standard Note 2: For any lines on this LOA document with a Source of Supply of ‘X’ or
‘P, the Contract Administrative Surcharge (CAS) rates apply: for contract administration;
___%,; for quality assurance and inspection, ___ %; for contract audit, __ %; and for overseas
CONUS, _ %.

If aCAS waiver does apply, either note should be expanded to include the following
statement: “A waiver isauthorized for the following CAS components: (fill in those that

apply).”

3. For basic LOASs prepared before 1 Oct 2002 with an Offer Expiration Date (OED) on or after
1 Oct 2002, case writers are to use the Override Percent (OP) feature and load the revised
rates as shown above.

For basic LOAs prepared after 1 Oct 2002, case writers are to use the new CAS rates that
will be loaded into DSAMS by 31 May 2002.

For LOA amendments that introduce new lines on an LOA, which are prepared after 1 Oct
2002 for basic LOAs implemented prior to 1 Oct 2002, case writers are to use the OP feature
and load the pre-FY 03 rates shown above. This requirement will be necessary until DSAMS
is reprogrammed to capture all CAS rate scenarios automatically.

[llustration of CAS Pricing Computation
Given current DIFS constraints, the total CAS surcharge would be assessed at the case level until
DIFS can accommodate line-level CAS computations. An illustration follows:

Given: Case BN-Q-ABC
Basic LOA Implementation Date: 15 October 2002
Total LOA Articles/Services Vaue: $100,000
Source of Supply = ‘P (Procurement) for all lines
No reciprocal agreement MOU exists with the FM S purchaser
CONUS CAS IPCsfor contract admin and QA/inspection carry a.65
percent surcharge
CONUS CASIPC for contract audit carries a .2 percent surcharge
OCONUS CASIPC carries a .2 percent surcharge
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CAS Pricing: QA and Inspection  $ 650.00
Contract Audit 200.00
Contract Admin 650.00
Overseas CONUS 200.00

Total CAS Applied  $1,700.00

DFASwill load into DIFS a 1.7% CAS surcharge for the case. The 1.7% CAS would be
assessed against the progress payments reported, as is done today. 1f OCONUS does not apply,
that IPC is not factored into the CAS pricing for that LOA (and, in the preceding example, a
1.5% CAS surcharge would apply).

Benefitsto FM S Purchasers:

1 Annual rate and rate structure validation allows for more flexible CAS reimbursement to
CAS performing activities and CAS billing for customersto reflect values closer to actual costs.
2. Revised rate structure implements necessary realignment of percentages for CAS-related
components, including OCONUS.

3. Allows for periodic validation of the CAS percentages applicable to each of the four FMS
CAS categories/| PCs.

4. Providesimproved detail to the FM'S purchaser.

5. Precedence exists (i.e., FMS administrative) for varying percentage-based rates
applicable to a specific FM S surcharge.

6. Allows for eventual migration to (a) CAS assessed at the line level (with no change to the
methodology described above), and/or to (b) actual cost basis.
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CASRATE AND COUNTRY VALIDATION

Rate Validation

The FM S CAS surcharge rate shall be validated annually by DSCA Comptroller, and
submitted to OUSD (Comptroller, DCFO, Finance and Management Policy) for approval.
The annual validation will occur by 31 December of each year, and will include areview
of the prior fiscal year’'s FMS CAS-related collections and expenditures (the latter by
performing activity). The primary performing activities (DCMA and DCAA) will
continue to provide documentation evidencing improved management efficiencies. For
example, DCAA will continue to provide thisinformation as part of the budget
estimate/hourly reimbursable rate process previously established by DoD Comptroller.
Alternatively, performing activities may document these improvements in response to
DSCA’s annual budget calls and development of the FMS CASrate. Lastly, the annual
DSCA Comptroller validation will include verifying the inventory of countries and
international organizations for which awaiver of the FMS CAS applies either in whole or
in part. DSCA Comptroller will include the performing activity’ sinput into its rate
validation assessment, solicit coordination from those activities on that assessment, and
submit the package to OUSD (Comptroller/ODCFO/F& MP) for approval. This
documentidentifies the current tables relating to the affected countries/international
organizations. These updated tables will be reflected in the next Security Assistance
Management Manua (SAMM, DoD 5105.38-M) revision.

Country/International Organization Rates

When CAS work is performed on FM S cases that have CAS waivers, the cost of the CAS
efforts (contract audit; quality assurance and inspection; and contract administration
services) shall be funded by any DoD appropriation having sufficient funds to absorb the
cost of those efforts waived. Billings for actual costs shall not be submitted for
reimbursement against the FMS CAS Surcharge Account. Countries, NATO projects or
organizations and other CAS waiver agreements are illustrated in the following three
tables. Additions, changes or deletions to the tables will be updated by the DSCA-
Comptroller/FM after coordination with the DoD proponent organization.

Table 1 reflects alisting of approved reciprocal country agreements. The waiver under
each reciprocal agreement applies only to new FMS L OAs with implementation dates, on
or after the Effective Date of the reciprocal agreement and as recorded in DIFS. (Does
not apply to individual LOA lines, contracts or amendmentsto LOAs. All systems
should contain the same date as the reciprocal agreement and DIFS records.
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APPROVED RECIPROCAL COUNTRY AGREEMENTS

Country Effective Date Cost Waived
Belgium (BE) 26 Apr 1983 Quality Assurance and Inspection
Canada (CN) 52L7A:] rLJJrI iggg gﬂ@: EAAssljer;nce and Inspection
Denmark (DE) 3 Apr 1985 Quality Assurance and Inspection

17 Jul 1981 Contract Audit
France (FR) 23 Apr 1986 Quality Assurance and Inspection
23 Apr 1986 Contract Administration Services
Gemany (oY) | SDTIRS | Qully pemwaceand rpein
Greece (GR) 23 Sep 1992 Quality Assurance and Inspection
Italy (IT) 7 Jan 1983 Quality Assurance and Inspection
eeris () | SARI2 |l parrce ndrepion
Norway (NO) 23 Nov 1986 | Quality Assurance and Inspection
Spain (SP) 12 Jun 2000 Quality Assurance and Inspection
Turkey (TK) 12 Mar 2001 Quality Assurance and Inspection
United Kingdom 30 Oct 1979 Contract Audit
(UK) 30 Dec 1985 Quality Assurance and Inspection

The National Institute of Standards and Technology Codes : CA=Canada, DA=Denmark,

GM=Germany and NL= Netherlands
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Table?2

APPROVED AGREEMENTSWAIVERSRELATIVE TO PARTICIPATING
GROUPS ORGANIZATIONSPROJECTS.

Groups/
Organizations/
Projects

Effective Date

Cost Waived

European
Participating
Governments (EPG):

Follow-On Buy
Country Codes=

F1, F2, F3, F4 (Case
Designator=SVI) &
F4-SXC

Mid-Life Update
Production Phase Cases
and new F-16 LOAs
implemented on or
after effective date.
Country Codes=

F1, F2, F3, F4 (Case
Designator=NMP)

PT (New F-16 LOAs
implemented on or
after the effective date)
The remainder of the
F-16 LOAsfor BE,
DE, NE, & NO will get
the CAS waivers that
are reflected in the
Country Code Table 1.

19 December 1980

5 April 1993

21 June 2000

Contract Audit
Quality Assurance and Inspection

Contract Audit

Contract Audit

United Kingdom
Polaris Project (UZ)

OUSDC memo 27 Oct 1995
DoDGC memo 24 Oct 1995

Contract Audit
Quality Assurance and Inspection

Contract Administration Services
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Table3
APPROVED NATO AGREEMENTS

This table will be furnished separately, once the FM'S community determines the
consensus architecture of the NATO Infrastructure programs.
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CONTRACT ADMINISTRATIVE SERVICES (CAS)
RECIPROCAL BILATERAL DEFENSE PROCUREMENT

REVISED PROCESS

APRIL 2002

@

Foreign Govt

@)

OUSD (AT&L) Tasks
Proponent (Fiscal
Memo & Tech Eval);

Requests Waiver
(Ministry Level)

g Engage DSCA
Compt (RM & FM)

Draft MOU Includes:

Defining FMS eligibility (case & line)

Defining terms
Defining effective date.

i(lo)

No Proponent Forwards

Draft MOU &

«—
(ATEL)

(11)

AT&L(DP) Obtains
Authority from USD
(AT&L) to negotiate/
conclude
agreements;
Coordinate w/DSCA

AT&L

Coordination with DSCA shall include:
A. Budgetary impact statement from
DCMA.

B. Confirmation that systems are
capable of handling the requisite
transactions associated with the
waiver.

C. Workload assessment.

Memo to OUSD

\_/—\

Fiscal

7

Proponent Notifies
OUSD(AT&L)

Host Nation
Capable?

A

3)

Proponent
Gathers Data
to Assess
Budgetary
Impact

(4)

Proponent Drafts &
Coordinates Fiscal
Memo

Impact
Significant?

Proponent Formally
Notifies OUSD(C)/
ODCFO, OUSD
(AT&L) & DSCA/RM
[POM lIssue]

w

(18) (19)
Proponent Meets w/
AT&L(DP) Obtains Host Nation & Office OK to Proceed?
AT Authority from USD of Defense :
i : AT&L) to Cooperation
Notifies Host Nat d (*
ouies Rost Ration Negotiate/Conclude
Agreements
©) ®) ™
y
X Tech Eval
Corzmgrual Translation of b Tech E;Tll ) AT&L
udit ] Documents < ubsequent Planning . .
Approach Meetings (All Parties) Notify Host Nation

12 13) i
OUSD(AT&L)
Coordinates MOU &
Conducts Supporting

Final Negotiations

Documentation w/
0USD(C ), GC, DoS
& DoC

Significant
Changes?

MOU Signed
By Both Parties

INFORMAL FACT FINDING CONDUCTED BY PROPONENT
Define Requirements

Define Responsibilities

Define the Process

Establish Working Group

Establish Senior Management Group

Obtain Organization Commitment (DCMA & Host Nation)

(15) -
(16)
MOU Continuous
Implemented F’roce_ss
Oversight

to USD(C)

guidance
AT&L updates web site

DSCA updates SAMM & FMS System (copy

DSCA and Proponents issue implementing

Per MOU
AT&L review periodically as
needed

Proponents conduct periodic
assessment as required
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CONTRACT ADMINISTRATION SERVICES (CAS)
BUDGET FORMULATION CYCLE (Page 1 of 2)

(1) 2
Q] i (B)
(Mar)
DC,E;'J:nE—)Mar? (1 Mar) DSCA/RM (Mar-Aug)
evelops Proposed CAS
Proposed CAS Direct P! 2 Additional Info Prepares Annual | DCMA Prepares
Rates Submitted h Budget Calls Proposed DCMA
Hourly Rates (Based to OUSD(C) Required?
on President's [FMS CONUS & FMS Budgets
Budget) N OCONUS]
(©)

No (i.e., OCONUS)
Rate Meeting
(DCMA, DSCA, &

ousD(C)) Yes

Negotiation
Required?

CAS
Disbursement
Reports from

()]

By: 30 Sep

DFAS-DE
OUSD(C) Establish Numerator (DCMA-FBFR
Publishes Rates Annual 12 months of DIFS |  Adjusts for
Command Data (Jul-Jun) Waivers)
Rate

Denominator
12 months of SF

(12) 1219 data (net DoD
(11) Q) disbursements)
DCMA-FBFR
Mid-Year Review DD 2060 Submits Revised Project Spir:o%/izdl:;
or Joint End-of Adiustment? DD 2060 to DSCA/ Functional by DFAS-
Execution Year Review ) ) RM Work Force y co
Cycle \ﬁ
4
(10) 9) (8)
DFAS-AIDD/CA DCMA-FBFR DFAS-AYADD/DE Forwards DD 2060 bCMA ) s ®)
Inputs DD 2060 Forwards DD 2060 Forwards DD 2060 to DFAS-AYADD/ » CONUS Budget to G
Authority into - to DFAS-AIDD/CA [™ to DCMA-FBFR [T DE, cc: DCMA- - DSCA-RM
DBMS FBFR No
\_/\ w

(Aug)

DCMA Submits FMS

OCONUS Budget to
DSCA-RM

No Approved
Amount posted
to FMS CAS
Ledger & FMS
CAS Clearing
Account
Report

Result of
End-of-Year
Review?

DD 2060s
(FMS CONUS &
OCONUS) (Initial
FMS Obligational
Authority)




CONTRACT ADMINISTRATIVE SERVICES (CAS)
BUDGET FORMULATION CYCLE (Page 2 of 2)

(Penunuoo) T° 12y / G uBwWyIENY

1) %) (©) 4 (5)
(Mar) (Mar) (Mar) (Apr) (May)
DCMA Issues DCMAIEB DCMAI-FB DCMAI-FB DCMAI CMOs
Business Plan for reviews current Reviews FMS » distribute budget » prepare FMS <€—
next 1 year budget ear execution OCONUS Budget plans with targets OCONUS
cycle Y Call to CMOs Reimburable Plans
Performance Contract (May)
FTE Plan DCMAI-FB
Object Class Plan reviews FMS
Reimbursable Plan OCONUS
JUsininolglag Reimbursable
Facilities Plan Pl
Vehicle Plan ans
FMS OCONUS
8) @) Reimbursable Plan
(6)
(Jun) Yes No
DCMAI Commander (May) (May)
reviews/approves | DCMA-FB Unfunded DCMAI-FB ok?
Business Cases |~ prepares summary Requirements? consolidates all [~ Yes '
(within District Business Cases Budget Plans
Authority)
9 (10) No
©) ¢ No
DCMIA )
> Commander DCMA and DCMAI > Ok?
- Budget
reviews/approves e
Negotiations
contract, and plans
i " Yes
Significant Business Cases DC(QUAQIJ?FB
require review/approval by .
DSCA. Business Cases are submits FMS
. : OCONUS Budget
reviewed by 2 internal DCMA
. : to DCMA-FB
teams: Business Process Team

(BPT) and Resource Utilization
Council (RUC). RUC approves/
disapproves all Business Cases.




CONTRACT ADMINISTRATIVE SERVICES (CAS)
LOA DEVELOPMENT CYCLE

REVISED PROCESS

APRIL 2002

(2A) SOS = S (Stock)

No further action
required to

2'G 1eyD / G Wewyoeny

(4A) develop LOA line
hat is
line level
< No (i.e., all Source of
e lines have
5% @) SOS = S) (4B)
5 c o) SOS = X (Mixed) or
Q o
ER Letter of Request Are FMS CAS OCONUS P (Procurement)
S £ (LOR) Functions involved
a3 received by anywhere on
B E MILDEP/IA the LOA?
g g Does LlOR (5) (5A)
= specify
23 OCONUS? Does a No: SOS = P Apply IPC(s)
3.2 Reciprocal against base price
% £ Agreement for each LOA line
5 exist? affected by CAS
23l (8) (3A) (3B)
oSS
>3z (5B)
&e Omit OCONUS from . T Doko& - Ves ‘
= basic LOA; add in future | 0 verify g Ves SOS No; SOS =X
o amendment b es; =
@ % 9] ; - OCONUS at Xor P Apply IPCs against base price for
S @ iffwhen OCONUS verified L ©
= g this time? (5C) each LOA line affected by CAS,
2< § multiplied by proportional factor
s . - :
8 = % (6A) + attributed to contracting effort
8 g
ER &Ogst{?)crgreggg (5C1) Determine CAS
Q<L
298 Use Contractor- | SOS = X . e"r«izn;)f?;(z T.OOtA
Provided Data | ppiic
line (see
(7) (6) SAMM table)
4
Apply non-waived IPCs against Use Historical (GB) What data is available to (5C2) -
base price for each LOA line - | Data from Prior < determine proportional factor _ Applylnon-wawe'd
affected by CAS, multiplied by FMS Cases of a FMS case history attributed to contracting effort? SOs=P IPC(s), if any, against
appropriate proportional factor Similar Nature (acceptable) base price for each
LOA line affected by
A CAS
(6C)
Use 50/50 Split None (least
preferred) (5B)

Note: References to “line” include both the LOA line and/or subline, as applicable.
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Other
Adjustments
made based
on mid-year

and EOY

reviews
R —

START

Agencies

Implementing

1)

Liquidating
Delivery?,

CONTRACT ADMINISTRATIVE SERVICES (CAS)
FLOW OF FUNDS : EXECUTION CYCLE

REVISED PROCESS

APRIL 2002

WIP/

Progress Payment

or

)

‘R’ Reimb Code 1/

WIP DD1517s:
DSC: DE, DK

‘N’ Price Code
ND trans to DIFS

Liguidating

Delivery DD1517s:

DSC: DA thru DD
‘N’ Reimb Code

‘A’ or ‘E’ Price Code

NA trans to DIFS

DSC: DA thru DD
‘R’ Reimb Code 1/
"A’ or ‘E’ Price Code

Payments based on official
billing statement

FMS Purchaser

NA trans to DIES

END
Other Prompt Payment (3) (A)
Act (PPA) Interest
3
. Treasury Misc. Liquidating: ND Delivery Trans
A MILDCIIE'I?‘ C/—\i S_E‘_fYICIng Receipts 3041 Performance Liquidating Delivery Listing R]ed:\ézzf\?ﬁgmng
rmy and Navy ctivities DIFS computes CAS Subsystem ) Delivery or WIP/ > EK'A’ and ‘B’
only (DCMA, DCAA) at the case level §
UCR (regular (DIFS) Progress WIP: NA Delivery Trans
MILPAY O&M Approp hrs only, no OT) Payment? Shown as WIP until
! ~_ deliveries are reported
4 4 4 » FKP and'Q’
(10) (10) (10) DD645 Quarterly
(4) FMS Billing
DEPOSITS T0 (5) Statement
CONUS:
(9) Prepare estimate for Deposits from the Purchaser increase
SF 1080 for CAS month; Prepare the Trust Fund available cash, from which Collections
- actuals for month; Command Pay command pay is deducted from /
For CONUS, DFAS-CO prepares| sand memo & report Subsystem D
SF1080 and sends to DFAS-DE
\_/C and sends to {0 DFAS-CO (C) Purchaser (B)
For OCONUS, DCMA prepares
(9) SF1080 and sends to DFAS-DE, WITHDRAWALS FROM
with a copy to DFAS-CO for entry into DBMS
Disbursed from Trust Fund GL1001
to CAS account; recorded as a CAS
transfer against the case for
. which progress payments were
QCONUS: recorded
Prepare 1080 and send 4
to DFAS-DE (copy to
DFAS-CO); based on CAS
costs for month; final bill AccAount
balances cum earnings (6) 1/ Currently, Navy uses a Reimb Code of ‘D’ (not ‘R’)
for FY




FMSCASBUSINESSRULES

FMS CAS L OA Development
The following LOA development business rules are emphasi zed:

» Whenever possible, the purchaser’s desire to include OCONUS as part of an LOA should
be specified in the Letter of Request (LOR).

» Efficient channels of communication amongst the procuring contracting officer, FMS
case manager, and CAS performing activities (e.g., DCMA, DCAA) must exist, in part to
verify in atimely manner the requirement for OCONUS CAS. Thisrelationship isaso
critical to confirm the extent to which FMS CAS actually applies on LOA lines/sublines
coded with a Source of Supply (SOS) of ‘X’ (mixed stock/procurement). Chart 5.2
delineates the preferences for ascertaining the extent to which contractual actions apply to
agiven LOA line.

= CASisnot priced on the LOA if al LOA lines/sublines are coded with a SOS of ‘S’ (for
stock).

= Care must be taken to appropriately assess (or not assess) CAS for each Indirect Pricing
Component (1PC).

A new standard LOA note isrequired on all LOA documents, effective 1 Oct 2002. Refer to
Attachment 2 for additional information.

FMS CAS Execution
The following business rules are stressed:

= FMS CASwill continue to be assessed against progress payments and final deliveries—
irrespective of the SOS assigned to agiven LOA line.

= The progress payment and delivery transactions involve specific and unique delivery
source codes, reimbursable codes, price codes and transaction types for the MILDEPs
and DFAS. Care must be taken to ensure an accurate accounting of FMS CAS
computations. Refer to Chart 5.3.

» Theannual case review checklists developed by the MILDEPS/Implementing Agencies
(IAs), which are based on DSCA policy memo 01-22 dated 19 September 2001, shall
include arequirement to validate CAS pricing accuracy. This entails ensuring alinkage
exists between actual CAS-related execution performance with the current CAS pricing
profile as contained in DSAMS. The annual review may necessitate adjustments to the
DSAMS CAS pricing structure and issuance of a corresponding LOA modification.

To the extent OCONUS isidentified on or after the 1 October 2002 basic LOA implementation
date, the MILDEP/IA shall be responsible for modifying the LOA. This entails (a) specifying
the revised CAS ratesin the LOA note and (b) case managers notifying their DFAS Denver
counterpartsin order for DFAS to manually adjust CAS accruals for any applicable progress
payments reported prior to the inclusion of the OCONUS rate.

Attachment 5



FM S CAS Account Payment Components
The following describes those efforts for which reimbursement from the FMS CAS account is
authorized:

= Earningsto DCMA, DCAA and other CAS-performing activities for FMS CAS work.

= Military Pay to MILDEPs asregards FMS CAS duties performed by USG military
personnel.

= Unfunded Civilian Retirement (UCR) is paid to the U.S. Treasury Miscellaneous
Receipts account 3041 as regards UCR associated with USG civilian personnel
performing FMS CAS duties.

Any transaction not in direct support of FMS CAS efforts shall not be paid from the FMS CAS
account.

Attachment 5



NOTE: MILDEPs include those offices not dedicated solely to FMS.

FMS CONTRACT ADMINISTRATIVE SURCHARGE (CAS) FUNCTIONS

Federal Acquisition Regulation (FAR) Correlation Matrix

CAS Category

Performing Activity

FAR Function Contract QA & Contract MILDEPs
Identifier FAR Function Description Admin/Mgmt| Inspection Audits DCMA 1/ | DCAA 1/ 2/ DFAS 3/ | DSCA 3/ Comments
Submit information and advice to the
requesting activity, based on the auditor's
analysis of the contractor's financial and
accounting records or other related data as
to the acceptability of the contractor's
42.101(a)(1) |incurred and estimated costs. X X
Review the financial and accounting
aspects of the contractor's cost control
42.101(a)(2) |systems. X X
Perform other analyses and reviews that
require access to the contractor's financial
and accounting records supporting
42.101(a)(3) proposed and incurred costs. X X
MILDEPs (procuring contracting
officer (PCO); DCMA (administrative
contracting officer (ACO):
receive/distribute/review contract;
establish official contract file; analyze
contract and assess risk; arrange
PAOC; prepare Minutes/action items;
identify support requirements;
Conduct post-award orientation negotiate MOA/prepare support
42.302(a)(3)  |conferences (PAOCs). X X X X plan).
DCMA: participate on IPT pricing
team; reach agreement on overall
team plan; discuss proposal with
contractor; document objectives;
negotiate with contractor to resolve
remaining issues; prepare price
negotiation memorandum; receive
Review and evaluate contractors' proposals request for pricing assistance;
under Subpart 15.4 and, when negotiation receive approval of price negotiation;
will be accomplished by the contracting review/analyze contractor's proposal.
officer, furnish comments and MILDEPs: This is a primary function
42.302(a)(4) |recommendations to that officer. X X X of the PCO.
Establish final indirect cost rates and billing
rates for those contractors meeting the MILDEPs (submitting bills for final
criteria for contracting officer determination rates); DCAA (performing final
42.302(a)(9)  [in Subpart 42.7. X X X overhead rate audits).
NOTES:

1/ CAS account funded.
2/ CAS account funded (if solely for CAS); FMS admin/case funded (if supporting FMS case).
3/ FMS admin funded.
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NOTE: MILDEPs include those offices not dedicated solely to FMS.

CAS Category

Performing Activity

FAR Function
Identifier

FAR Function Description

Contract
Admin/Mgmt

QA &
Inspection

Contract
Audits

DCMA 1/

DCAA 1/

MILDEPs
2/

DFAS 3/

DSCA 3/

Comments

42.302(a)(12)

Review and approve or disapprove the
contractor's requests for payments under
the progress payments or performance-
based payments clauses.

MILDEPs (PCO); DFAS (payments
for proper invoices); DCMA (ACO).

42.302(a)(13)

Make payments on assigned contracts
when prescribed in agency acquisition
regulations.

42.302(a)(14)

Manage special bank accounts.

42.302(a)(15)

Ensure timely notification by the contractor
of any anticipated overrun or underrun of
the estimated cost under cost-
reimbursement contracts.

42.302(a)(17)

Analyze quarterly limitation on payments
statements and recover overpayments from
the contractor.

42.302(a)(24)

Negotiate and execute contractual
documents settling cancellation charges
under multi-year contracts.

42.302(a)(27)

Approve contractor acquisition or
fabrication of special test equipment under
the clause at 52.245-18, Special Test
Equipment.

42.302(a)(30)

In facilities contracts: evaluate contractors
requests for facilities; ensure required
screening of facility items; approve use of
facilities; ensure payment by contractor of
any rental due; and ensure reporting of
items no longer needed for USG
production.

42.302(a)(31)

Perform production support, surveillance,
and status reporting, including timely
reporting of potential and actual slippages
in contract delivery schedules.

MILDEPs: PCO; DCMA: ACO.

42.302(a)(38)

Ensure contractor compliance with
contractual quality assurance requirements.

DCMA: review contract and identify
customer requirements; perform risk
assessment; develop risk handling
plan and monitor risks; notify of
actual/potential delays; document
risk; monitor completion of production
actions. MILDEPs: May involve a
contracting officer's representative.

42.302(a)(40)

Perform engineering surveillance to assess
compliance with contractor terms for
schedule, cost, and technical performance
in the areas of design, development and
production.

NOTES:

1/ CAS account funded.
2/ CAS account funded (if solely for CAS); FMS admin/case funded (if supporting FMS case).
3/ FMS admin funded.
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NOTE: MILDEPs include those offices not dedicated solely to FMS.

CAS Category

Performing Activity

FAR Function
Identifier

FAR Function Description

Contract
Admin/Mgmt

QA &
Inspection

Contract
Audits

DCMA 1/

DCAA 1/

MILDEPs
2/

DFAS 3/

DSCA 3/

Comments

42.302(a)(41)

Evaluate for adequacy and perform
surveillance of contractor engineering
efforts and management systems that
relate to design, development, production,
engineering changes, subcontractors, tests,
management of engineering resources,
reliability and maintainability, data control
systems, configuration management, and
independent R&D.

DCMA: Review contract; provide
input; identify key processes; identify
required outcomes of processes and
associated metrics; perform risk
assessment; develop and implement
risk handling plan; maintain risk
documentation record.

42.302(a)(42)

Review and evaluate for technical
adequacy the contractor's logistics support,
maintenance and modification programs.

42.302(a)(43)

Report to the contracting office any
inadequacies noted in specifications.

42.302(a)(44)

Perform engineering analyses of contractor
cost proposals.

42.302(a)(45)

Review and analyze contractor-proposed
engineering and design studies and submit
comments and recommendations to the
contracting office, as required.

42.302(a)(46)

Review engineering change proposals for
proper classification, and when required, for
need, technical adequacy of design,
productibility, and impact on quality,
reliability, schedule and cost; submit
comments to the contracting office.

42.302(a)(49)

Monitor the contractor's value engineering
program.

42.302(a)(58)

Ensure timely submission of required
reports.

MILDEPs: PCO; DCMA: ACO.

42.302(a)(64)

Negotiate and execute one-time
supplemental agreements providing for the
extension of contract delivery schedules up
to 90 days on contracts with an assigned
Criticality Designator of C (see 42.1105).
Notification that the contract delivery
schedule is being extended shall be
provided to the contracting office.
Subsequent extensions on any individual
contract shall be authorized only upon
concurrence of the contracting office.

NOTES:

1/ CAS account funded.
2/ CAS account funded (if solely for CAS); FMS admin/case funded (if supporting FMS case).
3/ FMS admin funded.
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NOTE: MILDEPs include those offices not dedicated solely to FMS.

CAS Category

Performing Activity

FAR Function Contract QA & Contract MILDEPs
Identifier FAR Function Description Admin/Mgmt| Inspection Audits DCMA 1/ | DCAA 1/ 2/ DFAS 3/ | DSCA 3/ Comments
MILDEPs: PCO and FMS case
manager, responsible for reconciling
case records with underlying
contracts; DCMA: ACO responsible
for maintaining accurate contract
administrative records (e.g.,
MOCAS); review contract closeout
records; commence specialized
closeout activities; administer final
Accomplish administrative closeout payment/closeout actions; prepare
42.302(a)(65) |procedures (see 4.804-5). X X X contract completion statement.
MILDEPs: PCO; DCMA: Develop
Support the program, product and project and execute program plan; prepare
offices regarding program reviews, program program status reports and charts;
status, program performance and actual or provide program integration; maintain
42.302(a)(67) |anticipated program problems. X X X X program integration data.
Administer commercial financing provisions
and monitor contractor security to ensure
its continued adequacy to cover
outstanding payments, when on-site review
42.302(a)(69) |is required. X X
MILDEPs: PCO; DCMA: ACO.
Deobligate excess funds after final price Both are authorized to deobligate
42.302(a)(70) |determination. X X X funds.

NOTES:

1/ CAS account funded.
2/ CAS account funded (if solely for CAS); FMS admin/case funded (if supporting FMS case).
3/ FMS admin funded.
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