Pre-Award Support: (1) Assist to Construct a Business Case for Property

Task 1 of 3 for Pre-Award Stage. Other tasks: (2) Support Solicitation; (3) Support Source Selection
DEFINITION: The CO may request administrative support from the Industrial Property Management Specialist (IPMS) for a pre-award survey according to FAR 42.302 (a) (32) and FAR 9.104-1(e) in order to ascertain that a prospective contractor is responsive to the general standards that are necessary for a property system. The IPMS must be able to recognize the need for a property system based on the business case that justifies the provision of property, to understand the acquisition objective (for example, expedited schedule, reduced cost, or performance specifications), and display the specialized knowledge, skill and ability defined in this section to mitigate the risks associated with the use of property to achieve the acquisition objectives
	Purpose and Outcomes (Terminal Learning Objectives)

	 

	1. Describe the basis to provide property IAW FAR 45.102 
2. Understand how property helps to achieve an acquisition objective
3. Describe steps to ensure risks don’t outweigh benefits, include life-cycle costs




GENERAL INFORMATION/NARRATIVE:
1. Describe the basis to provide property IAW FAR 45.102 
Ideally, contract performance relies totally on the contractor’s capabilities. It is the Government’s policy for the contractor to independently facilitate the delivery of end items. However, it’s not unusual for the Government to take exception to this policy for the following reasons:
(A) 	Economy – the provision of property lowers the acquisition cost

(B) 	Standardization – precise replication must be supported 

(C) 	Security – ownership has an impact on control for national security

(D) 	Schedule – The use of a Government supply chain will expedite delivery 

(E) 	Scarcity – The Government is the most reliable source of supply

(F) 	Capability – Ownership of manufacturing equipment sustains an industrial base

(G) 	Contract type – Provisions for property reduce risk for a more favorable contract type or terms 

Although the Program Manager initiates the review to determine how property may meet acquisition objectives, the IPMS may provide valuable information. An experienced IPMS can also mitigate risks associated with Government property.

(Knowledge check – Recognize the 7 basic reasons to provide property)
A possible scenario is offered as an illustration of why the Government may need to take an exception for a contractor to receive material, equipment, special tools, and special test equipment for the Government to meet a specific acquisition objective:
An upgrade to the display for a polygraph could benefit from a new microchip. The existing signal processor produces data that requires a 1-year internship before the results can be interpreted. New technology can produce data that is readable with only 3 month’s training; a university developed the microchip. The existing circuit board could be upgraded with the new technology. 
The IPMS discusses each of the reasons provided in PGI 245 with the Program Manager and notes the following for the business case:
Could property realize a significant cost reduction?
(A) Economy – The components to support on-going production of the existing model are in stock. Use of stock items cuts 50% of the material costs. 
Is there a unique standard for the deliverable item that Government property should support?
(B) Standards – a tech manual is needed for use and for delivery with each unit. The manuals have a stock number; they are tangible assets rather than information. 
Are there concerns for security that necessitate Government control?
(C) Security – Tests require access to equipment on an installation. Installation property will not be in the possession or control of the Contractor. Also, related data and software will be made available; however, these are not tangible assets.  No transfer of accountability here, only terms in the contract to provide access.
Would the provision of property impact the performance schedule?
(D) Schedule – If the Bill of Materials are kitted by a Government supplier, production time can be reduced by 30%. The kitted materials can be inspected to ensure production is not delayed by shortages. 
Are there items that the contractor could not reasonably obtain from a non-Government source?
(E) Scarcity - Special shipping containers for the delicate unit are only available from the Government. Without these fitted containers, the unit is at risk of irreparable damage.
Does the Government need to retain equipment for future production?
(F) Capability – Special Tooling (ST) will be needed to ensure the tamper-free qualities of the unit for on-going requirements. Also, the first article used for T&E will become a deliverable to use as a model, accounted for as ST. The Government will retain title to these items.

Can Government property improve the terms of the contract?
(G) Contract type – Provision of the specific amount of gold will minimize the fluctuation in cost. If gold isn’t provided the contractor will not agree to a fixed price. The contractor may agree to accommodate the production project if terms establish that lab equipment acquired IAW FAR 52.245-1 Alt II will transfer to the university.
Element 1-Benefits justify taking the exception for the contractor to be provided property to facilitate the delivery.
(Knowledge check – (a) Given sample acquisition plans, select the scenarios that clearly show the benefit of property over a requirement for the contractor to provide all necessary items; (b) fill in the blanks to complete the PGI 245 format for items to be provided, using a data bank that includes codes and other data elements to complete the property record)
2. Understand how property helps to achieve an acquisition objective
In addition to support of Program Manager’s decision to provide property, the IPMS can assist to identify associated costs by addressing such questions as: Will the listed items incur costs for delivery, maintenance, or disposal? Does the contractor have an efficient system for care and accountability of the listed items? Details of these issues are addressed in the following tasks.
Element 2-Facts establish that benefits outweigh the costs of administration. Obligations to meet standards of accountability for both the Government and the contractor are prescribed by FAR 45 and FAR 52.245-1, along with related clauses and terms of the contract. 
The contractor must provide an adequate plan for property management to be considered responsive to a solicitation that provides property in accordance with FAR 9.104-1. 
The life-cycle includes all actions related to the delivery, maintenance, visibility, security, and final disposal. Depending on specific circumstances, the cost of shipping and handling can be significant. Likewise, maintenance may require specialized equipment for calibration or other preventative care to ensure property retains its usefulness. Items may also require increased administrative effort to retain visibility, to ensure limited access, or for final disposal to eliminate any hazards to the environment or national security. These expenses need to be recognized and budgeted to avoid delay, or possible worst case anti-deficiency issues.
The IPMS may work with other team members to ensure that property has an optimal service life and return on the investment. For example, an industrial specialist may recognize that equipment is available on a non-interference basis for other work, or that property should be reported excess at the time a process is completed. Either rent-free use for other Government work, or rent for a fee for non-Government work can add to the return on the investment in the property that is provided.
[Knowledge check – recognize members of the acquisition team that might help to plan the procurement of the desired list of property (Transportation/Quality Specialist), to recognize any property characteristics that require special attention(Safety Specialist/Engineer), or to ensure the highest possible return (Industrial Specialist)] 
3. Describe steps to ensure risks don’t outweigh benefits, include life-cycle costs 
After Government property and associated costs are recognized, the IPMS can assist to analyze any risks that the provision of property introduces.
Element 3 – Risk is the final aspect to address before a conclusion is reached for the business case to fully support the provision of property. The Government owns tangible assets worth over a Trillion dollars. If any insurer could write a policy, the premiums would be a greater expense than the actual historic loses realized, so the Government is normally “self insured” and any purchase of insurance by a contractor must be pre-approved to be reimbursed IAW FAR 31. In lieu of insurance, risks are mitigated by training in Knowledge, Skills, and Abilities (KSAs) specific to mitigating the risk of property loss and related issues that could prevent the Government from realizing the full potential return on an investment in property. 
The first step to analyze the risk associated with property is to determine which of the 15 processes listed below may apply. A full risk analysis is prepared after contract award, and that section provides more elaborate guidance. During pre-award a general overview considers:
1) Management – Is new guidance or training needed for the care of the listed items?
2) Acquisition – Are terms clear to procure items from appropriate supply sources?
3) Receiving – Could inadequate inspections overlook any critical discrepancies?
4) Identification – Could property be lost due to inadequate marks or tracking methods?
5) Records – Are data elements clear for accountability and reporting requirements?
6) Storage – How capable is the contractor to ensure property can be preserved pending use?
7) Movement –Could location changes increase the risk of loss?
8) Physical Inventory – What type and frequency of verification is needed?
9) Reports – What requirements to communicate data are necessary?
10) Consumption – Is there a need to account for the rate that material is issued?
11) Utilization – Could property be used improperly, or left dormant?
12) Maintenance – Should routine actions be scheduled and is the contractor equipped?  
13) Subcontractor control – Will property transfer under a subcontract?
14) Disposal – Is the final clearance of all property planned and funded? 
15) Close-out – What issues related to property could hinder contract close-out?
After risks are recognized, the plan to mitigate the chance of loss or misuse can be summarized. Past performance and prior contractor experience with similar items may raise alerts. A delegation to DCMA may be suggested as the most effective method of surveillance of the contractor’s property management system. A summary of Elements 1 through 3 is the final outcome, the conclusion of the business case. The list of property is to be provided in the prescribed format as an attachment.
(Knowledge Check – Given a sample acquisition plan and a list of property to be provided, determine the processes that need property management to achieve desired outcomes.)
Element 4 - Conclusion: Consider all other elements and summarize why there is no viable alternative to the provision of property in order to achieve the objective of the acquisition plan with the highest degree of efficiency.  Summarize the risks that need to be mitigated to realize the benefits of property without the detriment of lost value.
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DCMA Property Center or the IPMS at a buying Command may be contacted by the PM or PCO during the pre-award process to support the preparation of a solicitation that provides property
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