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DEFARTMENT OF THE AIR ancsr‘;"é"—‘}?‘“”; 55,
HEADGUARTERS AIR FORCE MATERIEL COMMAMND
WRIGHT-PATTERSOMN AlR FORCE DASE oHIQ

MEMORANDIIM FOR SEE DISTRIBUTION B

FROM: HQ AFMC/PK : 4_91 Vol
4375 Chidlaw Road, Room 5208 . At
Wight-Patterson AFB OH 45433-5006

SUBJECT: DOD/IG Audit uf Price Reasonableness Dreterminstions

1. The altached SAF/AQC momorendum {Attachment 1) addresses the findings of a recent DODAG
report and is forwarded for your review and action.

2. One area of concem addressed in the DODIG report is haw contracting officers (CUs) determine price

reasonableness on competitive solicitations where anly one respomse is reccived (see HQ AFMC/PK

remo 26 Feb 01 and Anachment 2 for details on TINA cxceptions). Based on these fincings and @ il
recommendations, 1 request that youestablish local procedures to indzpendently raview these sifuations Lo 0 o ad
determine if adequate information exists to determine price masanablencss. This review should be made EF’"‘"‘" il
at a level above the CO and should occur prior to the COs making a determinatian of adequate price

competition. Your pricing and/or policy saff may conduer this review, Ensure thal these procedures are

documented in your local operating instructions or proccss book. This policy should be established

prompily and should remain in 2ffect until such time as it has been ncorparated into the AFMCTARS.

3, Pricing ol cuntractual actions is onc of o contracting profassional’s most important jobs. It is, in fact,
our mgjor “value-added” to the acquisition process. A number of resources (guides, touls, and training),
identified in Atiackment 3, are availeble for use. DCAA also provides a number of gervices that can alio
be ulilized (Attachment 4). Attachment 5 stresses the importance of documenting price/cost analysis and
negotiations. Please ensure that your contracting staff reviews the information in these attachments.

4. Also, please remind vour contracting staff that when responding to urgent requirements, they should

consider utilizing existing contracts, when available, in lieu of creating new contrnetual documents. The
ConConnect tool, ht_tp::;'!“w.nngmgug.wpafb.gf miliwelcome/welcome.asp. is an excellent method .
for identifying existing contracts. A S 4

5. 1f you have any questions on this subject, please contact my action officer, Mr. Bill Sain,
H{} AFMC/PKPC, at DSN 787-3812 or bilLsain@w pefb.afmil.

hamasfl il

THOMAS 5. WELLS, 5ES
Deputy Director of Contracting

Attachments:

. SAF/AQC Memoranduin, 28 Sep 01

. TINA Exceptions, 26 Oct 01

. Pricing Resources Available, 26 Oct 01

., DCAA Services Available, 25 Oct 01

. Importance of Documentatinn, 26 Oct 01
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COFFICE OF THE ASSISTANT SECRETARY

MEMORANDUM FCR ALMAJCOM-FOA-DRU (CONTRACTING) 28 SEP 2001

FROM: SAT/AQC
1060 Air Force Pentagon
Washington, DC 20330-1060)

SURBJECT: DODIG Audit of Price Reasonableness Determinations (Report No. D-2001-129)

The DOD/IG recently completed an andit of the price reasonablenass datermination of
contracting officers when cost or pricing daia was not oblainzd to determine the ad:quafcy of
S such dewerminatons, The audit found issues regarding the acceptance of catalog prices without ?
verificadion or discussions, irappropriate reliance on previgus prices paid for comparison
purposes, acceptance of unsupperied costs and the inappropriate nse of the excaptions to the
\__Truth In Eﬂgﬂtmﬁpt (TINA). The audit also cited concerns about the impact of urgent—~
requiremnents on pricing and lack of requests for DCAA assistance. The audit concluded that-in
many cascs we were not adequatcly documenting our price reasorablencss determinations. The

entire report can be raviewed at hitp:/fwww.dodig.osd. mil/auditreports/fy01/01-129pt].pcf.

In order to address the concerns raised, we will be conducting a survey to determine the
need for training or varinns aspects of pricing. In acdition, we request the following actions be
- taken. First, we request that you mitigate some of the impact of urgent requirements by making
l‘»«f '~ people are awere of the varions preexisting contracts that arc available which may be able to
fulfill these requirements and by ensung %t proper pricing ¢ being done on these reqnirerments.
.-’V [ Second, ensure that contracting personnel ars Familiar with the various support services that
DCAA can provide, such as verificarion of sales history and review of caralog sales, and Y

:,_.

encourage greater utilization of thess services. Third, ensure that pecple are aware of S
zomply with FAR 15.403-1 regarding the exceptions to TINA. Fourth, conduet a pricing revmwk
on all competitive solicitations whsre only one response is received to ensure that adequate
information exists to determine price reasonabloness W contract award awurd. Taking these
actions, in addition to providing targeted training, should improve the ¢ overall health of pricing.

Should you any cucstions, please contact my action officer Karer. Petering, SAF/AQCP
her at (703) 588-7054 or email her at xaren.petering@pentagon.af mil.
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