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PART 1

PURPOSE

1.1
Purpose of Instruction


The purpose of these Subcontract Procedures is to provide guidance, in conjunction with Federal Acquisition Regulation (FAR) Part 44, "Subcontracting Policies and Procedures", in the establishment of guidelines and objectives for granting Ship Managers (SM) consent to subcontract, and the review and approval of a SM purchasing system.

1.2  Authority

This instruction will be used as noted in the SM contract, when MARAD authorizes a Ship Manager via a Work Order (MA-949), to obtain the work as a subcontract; i.e., purchase supplies and/or services as a prime contractor, rather than as an Agent of the Government.  

This instruction cites the minimum standards to which the SM purchasing practices must conform.  The SM contract further identifies the quality standards for SM purchasing practices under FAR, Part 44. 

1.3
Changes to this Instruction
All changes to this instruction shall be issued by MARAD Headquarters Office of Acquisition, MAR 380.

1.4
Additional SM Contract Requirements
It is MARAD’s intent to authorize SMs to purchase supplies and services in accordance with its best practices for its commercial customers.  However, this SM contract expends taxpayers money, in a program that supports the defense of our Country.  Therefore, MARAD reserves the right to require additional program management, such as planning and scheduling or additional subcontract administration which may be outside the scope of the SM’s usual commercial practices.  This program management is detailed in Technical Exhibit 1 (TE-1), Section 11. MARAD will select the level of program management required, based on the cost and complexity of the task involved.  TE-1 defines the reimbursable aspects of such additional project management.

PART 2

DEFINITION OF WORDS AND TERMS

2.1
Definitions
Throughout this instruction, the following words and terms are used as defined here unless the context in which they are used clearly requires a different meaning, or a different definition is prescribed for a particular section or portion of the contract.

SM Contract  A contract through which MARAD acquires management expertise, personnel, operational, and technical support and supplies to maintain and operate RRF ships. 

Ship Manager  A firm awarded a SM Contract.  The term “Ship Manager” and “contractor” may appear interchangeably throughout this document.

Contract Office   Functional area within MARAD with a specified mission for procurement support.  

Regional Contracting Office  Functional area within a MARAD Regional Office with a specific procurement support mission for SM Contracts.  This may be one of three offices:  South Atlantic Region (SAR); Central Region (CR) and Western Region (WR). This does not include the Office of Acquisition, MAR-380, at Headquarters.

Chief of the Contracting Office (COCO)   The individual(s) responsible for managing the contracting offices within an operating administration or region.  The COCO is a fully warranted contracting officer, awarded certain authority under the Department of Transportation Acquisition Regulations, and the Department of Transportation Acquisition Manual.  Although certain authority is  reserved to the PCO under SM Contracts, the COCO supervises the ACO and may perform all the duties of the ACO. 

Contracting Officer (CO)  The warranted representative of the Government who is authorized to execute, modify, and enforce contracts.

Procuring Contracting Officer (PCO)  That individual with the authority to issue the solicitation, negotiate, award and administer SM Contracts. The PCO shall delegate specific duties to the ACO, in writing, at time of award. Such delegation shall be 

distributed to Ship Managers at notice to proceed.  Without additional, specific written authority, only the PCO may modify the basic terms and conditions of a SM Contract. The PCO may perform all the duties of the ACO.

Administrative Contracting Officer (ACO)  A warranted CO in the Regional Contracting Office authorized by the PCO to enforce and administer contracts, within specific guidelines set by MARAD.

Ship Operations and Maintenance Officer (SOMO)  The individual responsible for administration and management of the Region’s RRF resources, operations, and maintenance.

Contracting Officer's Technical Representative (COTR)  An official in the Region’s operations and management organization acting with oversight from MARAD HQ Office of Ship Operations, who is responsible for the programmatic aspects of the SM Contract.  His duties are twofold:  (1) responsibility to the ACO to oversee and monitor the Ship Manager’s technical duties, to ensure technical and programmatic action to the ACO whenever these requirements are not achieved; and (2) responsibility to the program management organization for the readiness and operation of RRF ships.

The COTR is normally a Region operations department supervisor who is given overall management authority for several groups of ships.  His COTR responsibilities for individual ships or groups of ships may be redelegated to an Assistant COTR (ACOTR) who is usually a marine surveyor in a Region operations department.  Appointment and the limits of authority for COTRs and ACOTRs are delegated in writing by the ACO.

Assistant COTR  Assists the Contracting Officer's Technical Representative.  This position is delegated specific authority and responsibility by the CO or ACO.

Contractor Purchasing System Review (CPSR)  An evaluation of the SM purchasing system for material and services, subcontracting, and management of subcontractors from development of the requirement through the completion of subcontract performance (FAR 44.101).

Commercial Item  Any item, other than real property, customarily used for non-Governmental purposes that has been or is offered for sale, lease, or license to the general public. Also, any installation, maintenance, repair, training, and other service offered and sold to the general public competitively in the commercial marketplace based on established catalog or market prices for specific tasks performed under standard commercial terms and conditions. MARAD will define on Work Orders.

PART 3

CONTRACTOR PURCHASING SYSTEM REVIEW and APPROVAL PROCESS (CPSR)

3.1 CPSR Approval - General
3.1.1 The review and approval of a SM purchasing system will take place in two steps.  First, is the approval of the SMs written purchasing procedures.  Second, is the approval of the actual operation of the system.

3.2 Purchasing Systems Procedures Requirements
3.2.1 The SM purchasing system shall include “best value” practices and procedures.  In a “best value” practice, all aspects of ship’s requirements and subcontractor’s capabilities must be considered.  In so doing, such enhanced performance factors as increased readiness, shortened repair period or prompt response may outweigh low price alone.  The SM procedures shall be well defined and consistently applied and shall follow purchasing practices appropriate for the requirement and the dollar value of the purchase.  The SM system shall provide appropriate measures to ensure the following: 

3.2.1  Acquisition of quality products and services at fair and reasonable prices.

3.2.2  Use of capable and reliable contractors who have successful past performance records and who can demonstrate a current ability to perform.

3.2.3  Minimization of acquisition leadtime and administrative costs of purchasing.

3.2.4   Use of effective competitive techniques.  In support of MARAD’s role in assisting the U.S. shipbuilding and repair industry in achieving global competitiveness the Ship Manager contract requires that subcontractors be selected on a competitive basis to the maximum extent practical.  Accordingly, Ship Managers are to solicit as many qualified firms as practicable, consistent with the Ship Manager’s written commercial procedures and the ship’s operational and readiness requirements.  Ship Managers will not be directed by MARAD to exclude or remove any ship repair firms they might otherwise solicit under their procedures. 

3.2.5
  Maintenance of highest ethical and professional standards.

3.2.6  Use of self assessment to support continuous improvements in

purchasing.  

3.2.7  Maintain a single file for each acquisition which documents the complete purchase.

3.2.8  Provision to update flowdown clauses.

3.3 Written Procedures Acceptance Process 

3.3.1 Within 90 days of contract notice to proceed, SMs are required to submit their written purchasing procedures to the MARAD PCO, with a copy to each cognizant Regional COCO, for review.
3.3.2 Upon receipt of the procedures,(which must include supplies, services, and ship repair,) MARAD shall form a review team and appoint a team leader.  The team shall review the procedures against the checklist provided here in Part 9.2 Appendix 2. The team leader shall recommend acceptance to the PCO, or note the deficiencies found, and recommend additions or corrections as necessary to meet MARAD’s acceptance. Review checklists may be modified as circumstances and changes to the FAR require.


3.4 Purchasing System Approval Process
3.4.1 After a sufficient quantity of purchases have been processed under the accepted procedures to provide a sample base, an on-site review of files will be done to validate that the accepted procedures are being implemented. This review shall be conducted by the team, against the checklist provided here in Part 9.2 Appendix 3, 

and may include a review of satellite offices at MARAD’s option

3.4.2 Upon completion of the on-site review, the team leader shall recommend to the PCO if a CPSR approval should be granted, or define what deficiencies were found, and recommend the necessary steps the SM must take to gain approval. If needed, a second on-site review may be conducted, however, consistent failure by the SM to follow their accepted procedures will be considered poor performance and subject to procedures of Technical Exhibit 2, Performance Requirements.

3.4.3 During the submittal and approval process, the SM shall continue performance as required by the contract.  However, until a CPSR approval is granted, subcontracting thresholds of review will be set by the COCO at a level which protects the Government from a possible lack of appropriate controls in the SM system.  Section 4 sets out those thresholds.

3.4.4  While in this process, undue delay in correcting deficiencies, or responding to MARAD’s requests will be considered a lack of performance.

3.5  Previously Approved CPSR for Work under SM Contracts 

3.5.1. A contractor whose purchasing system has been approved by another Federal agency must submit the documentation of the approval to the PCO for review.  All of the approving agency’s comments must be  included.  MARAD retains the right to require review of procedures for their applicability to MARAD and conformance to SM Contracts, and to require such changes to the previously approved purchasing system as MARAD may require.  

3.5.2  A SM whose purchasing system has been approved by MARAD shall submit the approval document, with a complete copy of the approved procedures, IAW the contract delivery schedule.

3.6  Continuing Reviews of Contractor Purchasing System  

3.6.1 ACOs will conducted a random check of the SM’s implementation of their process on a yearly basis.

3.6.2 A complete review of the SM Purchasing System shall be completed a minimum of every three (3) years by the cognizant COCO in conjunction with the ACO and Headquarters staff, in accordance with FAR Part 44.  Provided the review results are satisfactory, the MARAD PCO will provide the SM with a recertification.  Assessment of the need for more frequent reviews will be made on an annual basis by the COCO, in consultation with the ACO. 

3.7  Withdrawal of SM Purchasing System Approval
3.7.1  If any cognizant ACO finds the SM performance under its approved system to be unsatisfactory, that ACO has the authority to require more stringent consent criteria, by lowering the thresholds for MARAD’s review.  Such decision shall be accompanied by a Deficiency Report to the firm, with a copy to the COCO and PCO.  This is a citation of lack of quality performance.  The SM shall respond with a resolution of the deficiency, in the time set by the ACO, but not later than 10 business days.  The SM shall adhere to the ACO’s consent criteria during the resolution of the deficiency.

3.7.2  Only the PCO may withdraw MARAD’s approval of a system.  Appeals to the decision to withdraw MARAD’s approval may be made to the Director, Headquarters Office of Acquisition.  However, until the final decision is made, compliance with the ACO determination is required.

PART 4

SUBCONTRACT REVIEW AND APPROVAL: 

In addition to the following review thresholds, MARAD requires all specifications to be submitted to the COTR for review and approval.  In no instance shall a SM allow work to begin without MARAD’s approval of the specification, unless it is an emergency, or the requirement is specifically waived by the SOMO for a mission essential task.

If changes occur to the specification, between the time of specification approval, and prior to award of a subcontract which exceeds $100,000, the COTR shall be given an opportunity to review and approve the changes.

If unanticipated growth exceeds funding for the task, the COTR shall be consulted on the review of the causes and suggested recommendations.

4.1  Subcontract Review by MARAD - SM with an Approved CPSR
$  0 - $ 50K 
All subcontracts that are not fixed priced - no review




required prior to SM award.  Periodic review will be 




conducted during audit.

$ 50K - $100K
All subcontracts that are not fixed price or is not a




commercial item: copy to ACO and SOMO upon award.

$100K - $2M
All fixed priced subcontracts - copy to ACO
and SOMO 




upon award.

4.1.2  Formal Consent Required with an approved CPSR:
Over $100K

For all subcontracts that are not fixed price or is 



not a commercial item, excluding no-notice 









Activations, consent to subcontract is required prior 




to purchase.

 Over $2 M

All subcontracts, prior to purchase, consent to




subcontract required by ACO.

4.1.3  WORK ORDERS OVER $100K - SM with an Approved CPSR
$100K and over
A separate MA-949 Work Order (WO) will be issued for




each subcontract over this level.  The WO will state 




the SM is to purchase supply or service as a

                subcontract. If the purchase is Not a commercial item, 




the WO will so state.

4.2  Subcontract Review - SM without 0an Approved CPSR
Until such time that the SM has an approved purchasing system, the SM shall submit documentation as follows:

$0 - $50K

All subcontracts other than fixed price - copy to ACO




and SOMO upon award with periodic review at SM




facility via CPSR audit,(at least annually) by MARAD. 


$50K & Above
All subcontracts, submit a copy to ACO and SOMO before





award (except No-Notice Activations).

4.2.1.Formal Consent Thresholds - SM Without an Approved CPSR 
over $50,000
Other than fixed price subcontracts or non-commercial




items, all (excluding No-Notice Activations) require




consent by ACO prior to award.

Over $100K

All fixed price subcontracts - consent to subcontract




by ACO is required prior to award.

4.3   Request for Consent to Subcontract

In accordance with FAR Part 44, a request for consent to subcontract shall demonstrate to the ACO that:

4.3.1
 Selection of the particular supplies, equipment, or services is technically justified.

4.3.2 Type of contract is appropriate to the risks involved.

4.3.3 Basis for determination of liquidated damages or bonding is 


being considered.

4.3.4 Compliance with the requirements of the flowdown clauses is evident (except foreign repairs in accordance with Maritime Administration Acquisition Procedures (MAAP) Procurement Information Transmittal 97-1.

4.3.5 Adequate competition obtained or its absence is properly justified.

4.3.6 Adequate cost or price analysis or price comparisons were conducted.

4.3.7 Basis for determining responsibility of the subcontractor is shown.

4.3.8 Compliance with cost accounting standards (CAS) where           applicable. (The CAS standards do not apply to the purchase of commercial items.) (Ship Manager must be subject to CAS standards, for this to apply.)

4.3.9 Subcontractor is not on debarred, suspended and ineligible      contractor’s list.

4.4  Guidelines for No-Notice Activations

It is MARAD's intention to approve the SM purchasing processes for No-Notice Activations during the CPSR.  MARAD has determined that such Activation are mission essential requirements.  Parts 8.2 and 8.3 of this attachment define the minimum requirements deemed necessary to insure cost controls and the spirit of competition.

4.5  Flow Down Clauses 
4.5.1 Flow down clauses vary with the type of item, price and place of purchase.  It is the SM responsibility to select and apply the correct clauses to avoid unnecessary costs to the Government.

4.5.2 The Work Order will state if the task is not a commercial item purchase.  See Section 9 and Appendix 1(a) for appropriate clauses under each scenario.

4.6  Preaward Review of Subcontracts 

Notwithstanding the thresholds stated here, the ACO may request a preaward review of any specific subcontract.  All subcontracts valued at greater than $2,000,000 (except No Notice Activations) shall be reviewed by the ACO prior to award.

PART 5

SUBCONTRACT REQUIREMENTS

5.1  Subcontract File Documentation 

The SM shall establish and maintain a file which documents each subcontract.  This documentation shall provide evidence that:

5.1.1 Quality products and services are being acquired at fair and reasonable prices.

5.1.2 File documentation is maintained appropriate to the price of the purchase and is adequate to establish the propriety of the transaction and the price paid. Appropriate close-out documentation shall be included showing receipt, acceptance and final payment.

5.1.3 Documentation supporting receipt of appropriate approvals and funding.

5.1.4 For purchases in excess of $2,500: Competition has been sought, (or reasons why it was not), and the potential sources have demonstrated successful past performance and demonstrate ability to perform current requirement.

5.1.5
 Mandatory FAR and MARAD flowdown clauses have been incorporated appropriately. 

5.1.6
 Evaluation and justification of awards has been conducted in the case of other than low offer, for purchases exceeding $2,500. 

5.1.7
 Evaluation and monitoring of the small business awards in relation to the SM’s subcontracting plan's small business goals.

5.1.8
 Subcvcontractor performance evaluations were conducted to establish qualified sources, as required by the SM Contract.

5.2  Limitations
5.2.1 The contractor shall not purchase any item or service which is expressly prohibited by the written direction of MARAD.  Except as noted here in Part 8, Emergency, SM shall only purchase items or services authorized by a written work order, duly executed by a MARAD Contracting Officer.

5.2.2 The SM shall use such special and directed sources as may be expressly required by the MARAD contracting officer, or required in other sections of the contract. For example: fuel from Defense Fuel Supply Center sources, and use of MARAD’s Basic Ordering Agreements for oil and chemical analysis.

5.2.3  The determination to include certain terms and conditions in a SM subcontract will increase costs to the Government; therefore, MARAD reserves the right to reject terms and conditions of a subcontract that are not considered in the best interest of the Government.

5.3.  Subcontract Terms Requiring MARAD Review 
5.3.1 The SM is not prohibited from requiring the items listed hereunder, as appropriate, pursuant to their procurement practices.  However, since these items will reflect a cost incurred by MARAD, or a risk to Government property, these items must be approved by the ACO in advance of the release of the SM solicitation.


o. Bonds - Payment and Performance - must be separately priced


   from tasks. 


o. Liquidated damages 


o. Progress payment terms - in no event will advanced payment be


   considered.


o. Insurance 

5.3.2 MARAD understands these items are valid in some instances. However, they should not be used as a routine matter, but examined for effectiveness on each subcontract.

5.4 Insurance 
5.4.1 The SM shall require insurance from a vendor to protect Government property, in an amount appropriate to the subcontract, and approved by the ACO. 

5.4.2 The SM shall insure that indemnification extends to MARAD, and the insurance certificate shall name MARAD as a secondary source certificate holder as owner, along with the SM as vessel operator.  

5.4.3 The SM shall review and approve or reject subcontractor certificates of insurance.  The ACO may request the SM send the subcontractor insurance to the MARAD Division of Marine Insurance for review. 
PART 6

SUBCONTRACT PROCEDURES

6.1  Authority to Purchase 

A duly approved WO (form MA 949), issued by MARAD for the SM to perform work as a prime contractor, shall be the authority to purchase.  The aggregate amount of the subcontracts issued under the WO, may not exceed the funding on the WO.  The work order funding may be adjusted by MARAD.  Where any one task is estimated to exceed $100,000, a separate WO will be issued.

6.2  Application 

These procedures will apply to the purchase of supplies and services required to fill the cost reimbursable requirements of the SM Contracts.  The intention is for the SM to act as a prime contractor issuing subcontracts, not as an Agent of MARAD.  

6.3  Subcontracts 

The SM shall issue subcontracts which shall contain as a minimum the following:


6.3.1  Date of order  


6.3.2  WO number and contract number


6.3.3  Description of supply/service


6.3.4  Delivery/performance date


6.3.5  Place of delivery/performance


6.3.6  Packing or shipping instructions, if any


6.3.7  Address to submit invoices.

6.4  Subcontract Numbering


Each subcontract shall be sequentially numbered for ease of tracking and control.  Additionally, the SM shall use unique numbers for each region. Each subcontract shall be identified as a requirement for a specific ship and logged accordingly for audit purposes.  The Federal Government contract numbering system shall not be used.

6.5 Subcontract Signature 

Resulting subcontracts are contracts between the SM and the vendor.  MARAD is not a participant in the contract document.  Therefore, signatures shall only reflect the Ship Manager.  Do not sign "as Agent” or “Ship Manager” for MARAD.

6.6  Reporting Requirements 

6.6.1
The SM shall track all funds on reimbursable Work Orders (WOs).  The tracking system shall show funds obligated and funds available.  The system shall link each WO to each DSN number and purchase order. The SM shall submit a copy of this tracking to MARAD on an “as requested” basis, which may be as frequently as once a month.

6.6.2 In the event the SM is a large business, the SM shall accumulate data on all subcontract awards, including those less than $50,000 and submit Standard Form 294 "Subcontracting Report for Individual Contracts" and Standard Form 295 "Summary Subcontract Report" to the ACO as required by the FAR.

6.6.3
 In addition to the above reporting requirement, in order to determine the extent of participation by small, small disadvantaged and women-owned businesses in Government contracts, all SM are required to report to the ACO by the 5th of each month, the total number and total dollar value of subcontracts awarded as follows: 

 Size of Firm       Total Number of subcontracts   Total Dollars
Small Business; 

Small Disadvantaged 

Women Owned

8(a)

6.7  Forms 

The SM shall only use forms which are accepted under the CPSR under their commercial practices.  Revisions shall be submitted to the ACO for review and approval, however these forms must show verification that funds are available. MARAD should not require additional regional unique forms. 

6.8  Distribution
In addition to making distribution of the subcontracts in accordance with SMs procurement procedures, if requested, the SM shall provide one copy of each subcontract in its entirety to the ACO and ACOTR.

6.9   Purchasing Restrictions
The clause in Section G. of this contract, entitled Purchasing with Related Firms remains in full force and effect.

 

PART 7

SUBCONTRACT ADMINISTRATION

7.1  Invoices Received from Vendors 

Review and processing of subcontractor invoices shall be in accordance with the highest standards the SM use for their own commercial ships.  Following the SM receipt and acceptance of supplies or services and a proper invoice from the subcontractor, payment shall be made by the SM pursuant to the subcontract terms and conditions.  Although the Prompt Payment Act does not apply to subcontractors, the SM is expected to pay subcontractor in accordance with the terms and conditions of the subcontract.

7.2  Invoices Submitted to MARAD - also see Section G of the Contract

7.2.1 Documentation to accompany invoices is as stated in Section G of 

 the SM Contract.


7.2.2 Prompt Payment Act applies to MARAD’s processing of all proper  invoices.  

7.2.3  Under cost reimbursable contracts, SM who are a small business may invoice MARAD when they have received and accepted the supply or service, and have booked the cost to their accounting system.  

7.2.4 Under cost reimbursable contracts, large business may invoice MARAD when they have received and accepted the supply or service, booked the cost to their accounting system, and paid the subcontractor invoice.

7.3  Subcontractor Performance 

7.3.1  MARAD is required to evaluate SM past performance in considering awards of future work.

7.3.2 SM are expected to factor subcontractor past performance into their decisions for award.  SM must be prepared to support decisions not to award based on past performance.

7.3.3 MARAD has the right to share its knowledge of poor subcontractor performance.

7.4 Modifications 
7.4.1  Modifications to the SM subcontracts that increase costs above the funding on the WO, or significantly change the specification, must be approved by the MARAD COTR. 

7.5 Disputes 

In the event of a disagreement, MARAD endorses the use of alternative disputes resolution procedures. It is expected that all disagreements between the SM and the subcontractor shall be settled between the parties without the involvement of MARAD. MARAD shall be advised of all such disputes, of all changes in the status of such disputes, of potential added costs or delays in delivery and of possible litigation.

7.6  Claims
If a dispute is not settled between the SM and subcontractor, and the matter advances to a formal claim in the Courts, the clause in the contract Section G.13 entitled Claims and Litigation  will apply.  

PART 8

MISSION ESSENTIAL AND EMERGENCY REPAIRS:  FOREIGN AND DOMESTIC 

8.1 Mission Essential and Emergency Repairs - Definition
8.1.1 Mission essential repairs are defined as repairs necessary to support a No-Notice Activation, or repairs necessary to prevent or correct unanticipated change in a ship’s readiness status to C-3 or

C-4.

8.1.2 An emergency is any action that is needed to protect or prevent the loss of, life, limb or property.
8.2 Mission Essential Repair: General Policy 

The SM shall notify the MARAD COTR or ACOTR (verbal or written) ASAP and at a minimum:

8.2.1 Define the intended work in as much detail as possible.

8.2.2 Develop an estimate of cost, and an initial not to exceed value. 

8.2.3 Make all attempts possible to obtain competition, given the 


circumstances. 

8.2.4 Obtain fixed priced rates for subcontracted labor (to include straight time and overtime), fully burdened material, mutually acceptable terms and conditions.

8.2.5 Recommend project start and completion dates.

8.2.6 Obtain written authorization to begin work, in the form of a MA-949 WO, from the ACO. In the event of an emergency, ACO cwn provide verbal authorization to proceed, citing the appropriate WO that ensures funds are available for the subcontracted work.  Verbal authorization will be followed up within two (2) business days with the written WO. 

8.3  Mission Essential Repairs Inside the United States

8.3.1 The Ship Manager shall comply with the policies of 8.2 above

and all appropriate aspects of its MARAD approved procedures and, its best commercial practices.

8.3.2  All appropriate flow down clauses shall be used
8.4 Mission Essential Repairs Outside the United States

8.4.1 MARAD has been granted authority to waive the flow down clauses required by FAR Part 44 for all non-commercial subcontractor repairs accomplished in foreign ports.  There are no flow down clauses for commercial item repairs.  The requirements of 8.2 above, shall be followed as far as possible, given the circumstances. In all instances, the SM approved procedures shall be followed.

8.5. Planned Repairs Outside the United States 

8.5.1 Aside from the waived flow down clauses of FAR Part 44 noted at 8.4 above, the SM shall conduct planned foreign repairs (e.g.: pre-positioned vessels) in accordance with all other
aspects of
Para. 8.2 and its MARAD approved procedures.

8.6 Emergency
8.6.1 The Ship Manager is authorized to take whatever action it deems necessary to protect, or prevent the loss of life, limb or 



property.

PART 9

INDEX TO APPENDIX

9.1 
 Mandatory Flow Down Clauses and Prescriptions  (Appendix 1)
9.1.1 There are two parts to this Appendix.  One applies to purchases determined by the ACO to be a commercial item (which currently includes 3 clauses,)and those that apply when the purchase is determined not to be a commercial item.  If the item is determined not to be a commercial item, MARAD will note this on the WO.

9.1.2 Commercial Item Purchase: (Appendix 1(a))

In accordance with FAR 44.403, all commercial item purchases shall include the three flowdown clauses listed in 52.244-6, Subcontracts for Commercial Items and Commercial Components, except for subcontracts obtained outside the U.S. 

9.1.2.1  In accordance with the final rule issued by the Cost Accounting Standards Board in 62 Fed. Reg. 31294, June 6, 1997, Cost Accounting Standards do not apply to commercial item buys.

9.1.3 Not a Commercial Item: (Appendix 1(b))

Purchases for supplies and services that do not qualify as commercial items (as determined by the MARAD ACO on the WO) shall include all appropriate clauses from Appendix 1(b) that flow down from the SM Contract.  Seldom do all of these clauses apply to a particular subcontract.  It is the SM responsibility to analyze the prescription given, and select only those clauses which apply in each particular circumstance.  Unnecessary requirements may inflate costs.

9.2 Contractor’s Written Purchasing Procedures Checklist (Appendix 2)
Checklist that MARAD will use to review and accept/reject a contractor’s procedures for subcontracting for supplies and services.

9.3 Contractor’s Purchasing System Review Checklist (Appendix 3)
Checklist that MARAD will use at the contractor’s facility for the review of the purchasing process, to insure that procedures are being enforced.
9.4 Contracting Officer’s Technical Representative Manual- 
 


Chapter 9 of the COTR Manual addresses the COTR and ACOTR’s duties during a subcontract.  SM personnel should familarize themselves with applicable section(s) of this manual to avoid misunderstandings. To Be included at a later date.

                      APPENDIX 1 (a)

         COMMERCIAL ITEM PURCHASING FLOWDOWN CLAUSES

52.244-6 Subcontracts for Commercial Items and Commercial 




    Components (Oct 1995)

As prescribed in 44.403, insert the following clause: 

SUBCONTRACTS FOR COMMERCIAL ITEMS AND COMMERCIAL COMPONENTS (OCT 1995

 (a)  Definitions


“Commercial item” as used in this clause, has the meaning contained in the clause at 52.202-1, Definitions.


“Subcontract”, as used in this clause, includes a transfer of commercial items between divisions, subsidiaries, or affiliates of the Contractor or subcontractor at any tier.

 (b)  To the maximum extent practicable, the Contractor shall incorporate, and require its subcontractors at all tiers to incorporate, commercial items or non-developmental items as components of items to be supplied under this contract.  

 (c)  Notwithstanding any other clause of this contract, the contractor is not required to include any FAR provision or clause, other than those listed below to the extent they are applicable and as may be required to establish the reasonableness of prices under Part 15, in a subcontract at any tier for commercial items or commercial components:


(1)  52.222-26, Equal Opportunity (E.O. 11246);


(2)  52.222-35, Affirmative Action for Special Disabled and            

Vietnam Era Veterans (38 U.S.C. 4212(a));

     (3) 
52.222-36 Affirmative Action for Handicapped Workers 



(29 U.S.C. 793)

(d) The contractor shall include the terms of this clauses, including this paragraph(d), in subcontracts awarded under this contract.

(End of clause)

APPENDIX 1(b)

NON COMMERCIAL ITEM FLOWDOWN CLAUSES 
FAR 52.203-6 RESTRICTIONS ON SUBCONTRACTOR SALES TO THE

GOVERNMENT
       1. The substance of the clause is required to be included in subcontracts. See below applicable flowdown language contained in the clause.

       2. Clause paragraph (c): “The Contractor agrees to incorporate the substance of this clause, including this paragraph (c), in all subcontracts under this contract.”

 FAR 52.203-7  ANTI-KICKBACK PROCEDURES

       1. The substance of the clause is required to be included in subcontracts. See below applicable flow down language contained in the clause.

       2. Clause paragraph (c)(5): “The Contractor agrees to incorporate the substance of this clause, including subparagraph (c)(5) but excepting subparagraph (c)(l), in all subcontracts under this contract.”

FAR 52.203-11  CERTIFICATION AND DISCLOSURE REGARDING PAYMENTS

TO INFLUENCE CERTAIN FEDERAL TRANSACTIONS

       1. The language of the clause is required in all subcontracts awarded in excess of $100,000. See below applicable flowdown language contained in the clause.

       2. Provision paragraph (b)(3): “He or she shall include the language of this certification in all subcontract awards at any tier and require that all recipients of subcontract awards in excess of $100,000 shall certify and disclose accordingly.”

FAR 52.203-12 LIMITATION ON PAYMENTS TO INFLUENCE CERTAIN

FEDERAL TRANSACTIONS

       1. The certification required in all subcontracts that exceed $100,000. See below applicable flowdown language contained in the clause.

       2. Clause paragraph (c)(3): “The Contractor shall require the submittal of a certification, and if required, a disclosure form by any person who requests or received any subcontract exceeding $100,000 under the Federal contract.”

FAR 52.204-2 SECURITY REQUIREMENTS







 1. The clause is required in all subcontracts involving access to classified information. See below applicable flowdown language contained in the clause.








2. Clause paragraph (d): “The Contractor agrees to insert terms that conform substantially to the language of this clause, including this paragraph (d) but excluding any reference to the Changes clause of this contract, in all subcontracts under this contract that involve access to classified information.”

FAR 52.209-6 PROTECTING THE GOVERNMENT’S INTEREST WHEN

SUBCONTRACTING WITH CONTRACTORS DEBARRED, SUSPENDED, OR

PROPOSED FOR DEBARMENT

       1. Required in first-tier subcontracts if the subcontract exceeds $25,000. See below applicable flowdown language contained in the clause.

       2. Clause paragraph (b): “The Contractor shall require each proposed first-tier subcontractor, whose subcontract will exceed $25,000, to disclose to the Contractor, in writing, whether as of the time of award of the subcontract, the subcontractor, or its principals, is or is not debarred, suspended, or proposed for debarment by the Federal Government.”

52.215-2 AUDIT AND RECORDS-NEGOTIATION

       1. The clause is required in all subcontracts that exceed $25,000 and the clause should only be altered as necessary to identify the contracting parties. See below applicable flowdown language contained in the clause.

       2. Clause paragraph (g): “The Contractor shall insert a clause containing all the terms of this clause, including this paragraph (g), in all subcontracts under this contract that exceed the simplified acquisition threshold, and- (1) That are cost-reimbursement, incentive, time-and-materials, labor-hour, or price-redeterminable type or any combination of these; (2) For which cost or pricing data are required; or (3) That require the subcontractor to furnish reports as discussed in paragraph (e) of this clause.  The clause may be altered only as necessary to identify properly the contracting parties and the Contracting Officer under the Government prime contract.”

52.215-24 SUBCONTRACTOR COST OR PRICING DATA

       1. Required in all subcontracts that exceed $500,000 where cost and pricing data is requested as part of the subcontracting process. Cost and pricing is not required if price is based on competitive pricing and cost and pricing data is not requested. See below applicable flowdown language contained in the clause.

       2a. Clause paragraph (b): “The Contractor shall require the subcontractor to certify in substantially the form prescribed in subsection 15.804-4 of the Federal Acquisition Regulation (FAR) that, to the best of its knowledge and belief, the data submitted under paragraph (a) of this clause were accurate, complete, and current as of the date of agreement on the negotiated price of the subcontract or subcontract modification. “

       2b. Clause paragraph (c): “In each subcontract that exceeds the threshold for submission of cost or pricing data at FAR 15.804-2(a)(1), when entered into, the Contractor shall insert either-(1) the substance of this clause, including this paragraph (c), if paragraph (a) of this clause requires submission of cost or pricing data for the subcontract; or (2) The substance of the clause at FAR 52.215-25, Subcontractor Cost or Pricing Data-Modifications.”

52.215-25 SUBCONTRACTOR COST OR PRICING DATA-Modifications

       1. Required to be included in all subcontracts that exceed $500,000. See below applicable flowdown language contained in the clause.

       2a. Clause paragraph (b): “Before awarding any subcontract expected to exceed the threshold for submission of cost or pricing data at FAR 15.804-2(a)(1), on the date of agreement on price or the date of award, whichever is later; or before pricing any subcontract modification involving a pricing adjustment expected to exceed the threshold for submission of cost or pricing data a FAR 15.804-2(a)(1), the Contractor shall require the subcontractor to submit cost or pricing data (actually or by specific identification in writing), unless an exception under FAR 15-804-1 applies.”  







2b.  Clause paragraph (c): “The Contractor shall require the subcontractor to certify in substantially the form prescribed in Subsection 15-804-4 of the Federal Acquisition Regulation (FAR) that, to the best of its knowledge and belief, the data submitted under paragraph (b) above were accurate, complete, and current as of the date of agreement on the negotiated price of the subcontract or subcontract modification.”







2c.  Clause paragraph (d):  “The Contractor shall insert the substance of this clause, including this paragraph (d), in each subcontract that exceeds the threshold for submission of cost or pricing data at FAR 15.804-2(a)(1) on the date of agreement on price or the date of award, whichever is later.”

52.215-26 INTEGRITY OF UNIT PRICES

       1. The substance of the clause is required to be included in all subcontracts.  See below applicable flowdown language contained in the clause.

       2. Clause paragraph (d): the Contractor shall insert the substance of this clause, less paragraph (c), in all subcontracts.”

52.215-27 TERMINATION OF DEFINED BENEFIT PENSION PLANS

       1. The substance of the clause is required in all subcontracts for which certified cost or pricing data will be required and for which any preaward or postaward cost determinations will be subject to Subpart 31.2. See below applicable flowdown language contained in the clause.

       2. The last sentence in the clause: “The Contractor shall include the substance of this clause in all subcontracts under this contract which meet the applicability requirements of FAR 15.804-8(e).”

52 219-8 UTILIZATION OF SMALL, SMALL DISADVANTAGED AND WOMEN-OWNED SMALL BUSINESS CONCERNS

       1. The clause is required in all subcontracts that exceed $5,000. See below applicable flowdown language contained in the clause.

       2. Clause paragraph (a): It is the policy of the United States that small business concerns, small business concerns owned and controlled by socially and economically disadvantaged individuals and small business concerns owned and controlled by women shall have the maximum practicable opportunity to participate in performing contracts let by any Federal agency, including contracts and subcontracts for subsystems, assemblies, components....”

52.219-9 SMALL, SMALL DISADVANTAGED AND WOMEN-OWNED SMALL BUSINESS

SUBCONTRACTING PLAN

       1. The clause is required in all subcontracts in excess of $500,000 with large businesses. See below applicable flowdown language contained in the clause.

       2. Clause paragraph (d)(9): “....the offeror will require all subcontractors (except small business concerns) who receive subcontracts in excess of $500,000 ($1,000,000 for construction of any public facility), to adopt a plan similar to the plan agreed to by the offeror.”

52.222-4 CONTRACT WORK HOURS AND SAFETY STANDARDS ACT—

OVERTIME COMPENSATION







1. The clause is required in all subcontracts except subcontracts (a) of $2,500 or less...., (b) for supplies, materials, or articles ordinarily available in the open market, (c) for transportation by land, air, or water, or for the transmission of intelligence, (d)to be performed solely within a foreign country...., (e) requiring work to be done solely in accordance with the Walsh-Healey Public Contracts Act (see Subpart 22.6), (f) for supplies in connection with which any required services are merely incidental to the contract and do not require substantial employment of laborers or mechanics, (h)Any other contract exempt under regulations of the Secretary of Labor (29 CFR 5.15).  See below applicable flowdown language contained in the clause.







2.  Clause paragraph (e):  “Subcontracts.  The Contractor or subcontractor shall insert in any subcontract the provisions set forth in paragraph (a) through (e) of this clause and also a clause requiring the subcontractors to include these provisions in any lower tier subcontracts.  The Prime Contractor shall be responsible for compliance by any subcontractor or lower tier subcontractor with the provisions set forth in paragraphs (a) through (e) of this clause.” 

52.222-26 EQUAL OPPORTUNITY

       l. The clause is required to be included in every subcontract or purchase order that is not exempted by the rules, regulations, or orders of the Secretary of Labor issued under Executive Order 11246. See below applicable flowdown language contained in the clause.

       2. Clause paragraph (b)(10): “The Contractor shall include the terms and conditions of subparagraph (b)(1) through (11) of his clause in every subcontract or purchase order that is not exempted by the rules, regulations, or orders of the Secretary

of Labor issued under Executive Order 11246, as amended, so that these terms and conditions will be binding upon each subcontractor and vendor.”

52.222-35 AFFIRMATIVE ACTION FOR SPECIAL DISABLED AND VIETNAM

ERA VETERANS

       1. The clause is required in every subcontract or purchase order of $10,000 or more unless exempted by rules, regulations or orders of the Secretary of Labor. See below applicable flowdown language contained in the clause.

       2. Clause paragraph (g): Subcontracts. The Contractor shall include the terms of this clause in every subcontract or purchase order of $10,000 of’ more unless exempted by rules, regulations or orders of the Secretary.   The Contractor shall act as specified by the Director to enforce the terms, including action for noncompliance.“

52.222-36 AFFIRMATIVE ACTION FOR HANDICAPPED WORKERS

       1. The clause is required in every subcontract or purchase order in excess of $2,500 unless exempted by rules, regulations, or orders of the Secretary of Labor. See below applicable flowdown language contained in the clause.







2.
Clause paragraph (d): “Subcontracts. The Contractor shall include the terms of this clause in every subcontract or purchase order in excess of $2,500 unless exempted by rules, regulations, or orders of the Secretary.  The Contractor shall act as specified by the Director to enforce the terms, including action for noncompliance.“

52.222-37 EMPLOYMENT REPORTS ON SPECIAL DISABLED VETERANS AND

VETERANS OF THE VIETNAM ERA

       1. The clause is required in every subcontract or purchase order of $10,000 or more unless exempted by rules, regulations, or order of the Secretary of Labor. See below applicable flowdown language contained in the clause.

       2. Clause paragraph (f): “Subcontracts. The Contractor shall include the terms of this clause in every subcontract or purchase order of $10,000 or more unless exempted by rules. regulations, or orders of the Secretary.”

52.222-41 SERVICE CONTRACT ACT OF 1965, AS AMENDED

       1. The clause is required in all service subcontract that exceed $2.500. See below applicable flowdown language contained in the clause. See FAR part 37 for definitions of service type contracts.

       2. Clause paragraph (l): “Subcontracts. The Contractor agrees to insert this clause in all subcontracts subject to the Act.”

52.223-l CLEAN AIR AND WATER CERTIFICATION

       1. Substantially the language of this clause is required in all subcontracts that are not exempt from the Clean Air and Water Act. See below applicable flowdown language contained in the clause.

       2. Provision paragraph (c): The Offer will include a certification substantially the same as this certification, including this paragraph (c), in every nonexempt subcontract. “

52.223-2 CLEAR AIR AND WATER

       1. The substance of the clause is required in all subcontracts that are not exempt from the Clear Air and Water Action if the subcontract exceeds $100,000 and/or a facility to be used has been the subject of a conviction under the applicable portion of Air Act (42 U.S.C. 7413(c)(1)) or the Water Act (33 U.S.C. 1319(c)) and is listed by the Environmental Protection Agency as a violating facility; or the subcontract is not otherwise exempt under 23.104.

       2. Clause paragraph (b)(4): To insert the substance of this clause into any nonexempt subcontract, including this subparagraph (b)(4).”

52.225-11 RESTRICTIONS ON CERTAIN FOREIGN PURCHASES

       1. The clause is required to be included in all subcontracts. See below applicable flowdown language contained in the clause.

       2. Clause paragraph (c): “The Contractor agrees to insert the provisions of this clause, including this paragraph (c), in all subcontracts hereunder.”

52.227-1 AUTHORIZATION AND CONSENT                                        

       1. The clause, suitably modified to identify the parities, is required in all subcontracts for supply, service, or research and development solicitations and contracts (including construction and architect-engineer contracts) which anticipate a contract value above the dollar limit set forth at 13.000, except when small purchase procedures apply or both complete performance and delivery are outside the United States, its possessions, and Puerto Rico, unless the contracts indicate that the supplies or other deliverables are ultimately to be shipped into one of those areas. See below applicable flowdown language contained in the clause.

       2. Clause paragraph (b): “The Contractor agrees to include, and require inclusion of, this clause, suitably modified to identify the parties, in all subcontracts at any tier for supplies or services (including construction, architect-engineer services, and materials, supplies, models, samples, and design or testing services expected to exceed the simplified acquisition threshold); however, omission of this clause from any subcontract, including those at or below the simplified acquisition threshold does not affect this authorization and consent.”

52.228-5 INSURANCE-WORK ON A GOVERNMENT INSTALLATION

       1. The substance of the clause is required in all subcontracts where the work will be performed on a Government installation. See below applicable flowdown language contained in the clause.

       2. Clause paragraph (c): “The Contractor shall insert the substance of this clause, including this paragraph (c), in subcontracts under this contract that require work on a Government installation and shall require subcontractors to provide and maintain the insurance required in the Schedule or elsewhere in the contract. The Contractor shall maintain a copy of all subcontractors proofs of required insurance, and shall make copies available to the Contracting Officer upon request.”

52.230-2 COST ACCOUNTING STANDARDS
       1. The substance of the clause is required to be included in all negotiated subcontracts that exceed $500,000 where the price negotiated is not based on: (1) Established catalog or market prices of commercial items sold in substantial quantities to the general public; or (2) Prices set by law or regulation, and expect that the requirement shall not apply to negotiated subcontracts otherwise exempt from the requirements to include a CAS clause as specified in 48 CFR, Subpart 9903.201-1. See below applicable flowdown language contained in the clause.

       2.  Clause paragraph (d): The Contractor shall include in all negotiated subcontracts which the Contractor enters into, the substance of this clause, except paragraph (b), and shall require such inclusion in all other subcontracts, of any tier, including the obligation to comply with all CAS in effect on the subcontractor’s award date or if the subcontractor has submitted cost or pricing data, on the date of final agreement on price as shown on the subcontractors signed Certificate of Current Cost or Pricing Data. This requirement shall apply only to negotiated subcontracts in excess of $500,000 where the price negotiated is not based on-(1) Established catalog or market prices of commercial items sold in substantial quantities to the general public: or (2) Prices set by law or regulation, and expect that the requirement shall not apply to negotiated subcontracts otherwise exempt from the requirements to include a CAS clause as

specified in 48 CFR, Subpart 9903.201-1.

52.230-3 DISCLOSURE AND CONSISTENCY OF COST ACCOUNTING PRACTICES

       1. The substance of the clause, expect paragraph (b) of the clause is required in all negotiated subcontracts when the contract amount is over $500,000, but less than $10 million, and the offeror certified it is eligible for and elects to use modified CAS coverage, unless the clause prescribed in paragraph (c) of 30.201-4 is used. See below applicable flowdown language contained in clause.

       2. Clause paragraph (d): “The Contractor shall include in all negotiated subcontracts, which the Contractor enters into, the 

substance of this clause, expect paragraph (b), and shall require such inclusion in all other subcontracts of any tier, except that-(1) If the subcontract is awarded to a business unit which pursuant to 48 CFR, Subpart 9903.201 is required to follow all CAS, the clause entitled “Cost Accounting Standards” set forth in FAR 52.230-2, shall be inserted in lieu of this clause; or (2) This requirement shall apply only to negotiated subcontracts in excess of $500,000 where the price negotiated is not based on-(i) Established catalog or market prices of commercial items sold in substantial quantities to the general public; or (ii) Price set by law or regulations; or (3) The requirement shall not apply to negotiated subcontracts otherwise exempt from the requirement to include a CAS clause as specified in 48 CFR, 9903.201-1.

52.230-6 ADMINISTRATION OF COST ACCOUNTING STANDARDS

       1. The clause is required to be included in all subcontracts subject to either the CAS clause or to the Disclosure and Consistency of Cost Accounting Practices clause.

See below applicable flowdown language contained in the clause.

       2. Clause paragraph (e): For all subcontracts subject to the clauses at FAR 52.230-2, 52.230-3 or 52.230-5-(1) so state in the body of the subcontract, in the letter of award, or in both (self-deleting clauses shall not be used); and (2) Include the substance of this clause in all negotiated subcontracts....“

52.246-25 LIMITATION OF LIABILITY-SERVICES

       1. The clause, modified to reflect the relationship of the contracting parties, is required in a11 subcontracts over $25,000.

52.247-63 PREFERENCE FOR U.S.-FLAG AIR CARRIERS

       1. The substance of the clause is required in all subcontracts or purchase orders that involve international air transportation. See below applicable flowdown language contained in the clause.

       2. Clause paragraph (e): “The Contractor shall include the substance of this clause, including this paragraph (e), in each subcontract or purchase under this contract that may involve international air transportation.”

52.247-64 PREFERENCE FOR PRIVATELY OWNED U.S. FLAG COMMERCIAL

VESSELS

       1. The substance of the clause is required to be included in all subcontracts that exceed $25,000. See below applicable flowdown language contained in the clause.

       2. Clause paragraph (d): “Except for contracts at or below the simplified acquisition threshold, the Contractor shall insert the substance of this clause, including this paragraph (d),in all subcontracts or purchase orders under this contract.”

52.248-1 VALUE ENGINEERING

       1. The clause is required to be included in any subcontract of $100,000 or more where value engineering may be appropriate.

     
  2. Clause paragraph (l): “Subcontracts. The Contractor shall include an appropriate value engineering clause in any subcontract of $100,000 or more and may include one in subcontracts of lesser value....”

APPENDIX   2

CHECKLIST FOR WRITTEN PURCHASING PROCEDURES

RATINGS:

X = MISSING  I = INADEQUATE   O = ACCEPTABLE   N = NOT APPLICABLE

Section 1    POLICY AND PROCEDURES
1.1  Purpose of purchasing manual and department

____ Manual sets forth a short narrative of the purchasing 


manual and department purpose and objectives

1.2. Ethics. 


___Purchasing policy on Ethics


___Established Code of Ethics and Standards of Conduct

     _ _ Procurement Integrity policy and procedures for purchases 


under Government contracts.

1.3 Purchasing /Engineering department organization

____ The manual contains an organization chart and/or narrative 


statement of the corporation.


____ The manual contains a detailed chart and/or narrative 



statement of the purchasing functions and include those 


functions that may be assigned outside the purchasing 



department for ex: ship repair, engineering or 




subcontracting functions. 


____ Shows clear lines of responsibility and authority.

    
____ Defines responsibility between departments.


____ Standards for hiring and training are formal and adequate. 

1.4. Interdivisional transactions


____Policy and procedures in processing transactions with 



affiliates, subsidiaries, or other divisions of the 



company.                                          

Section 2  REQUISITION OR REQUEST TO PURCHASE
2.1 Purchase Request/Requisition processing/procedures

____ Procedures for processing requisition.


____ Are these procedures the same for all dollar values and 


 items purchased?


_____Order preparation procedure


____ Procedures for issuance of offers/orders by staff other 


than purchasing department



2.2 Emergency Requisitions

___Procedures for emergency requests


_ _Procedures to verify funds availability

SECTION 3  PRE AWARD
 3.1 Government requirements and certifications


____ Procedures for identifying appropriate flow down clauses 


and certifications in Gov’t contracts.

  _____ Procedures for incorporating:



_____ Warranty



_____ Insurance



_____ Towing liability insurance



_____ Environment Haz Mat control procedures



_____ Transfer of Custody



_____ Maritime lien


____ Policy on advanced notification to subcontract under FAR 





  
contracts-”consent”


____ Policy CAS standards flow down where applicable


____ Policy on insuring small and small disadvantaged business 


enterprises are considered fairly as contractors and 



subcontractors  

3.2 Vendor Sources Selection


____ Policy statement on selection and sources of 





supply/services         


___  Criteria for selection of sources of supply/services


____ Maintenance of bid lists


____ Relations with suppliers policy and procedures (written and 


oral communications with suppliers concerning quotes and bids).             


_____Criteria for the use of bonds

3.3  Receipt of Bids 


____ Procedures for receipt of bids. 


____ Procedures for oral vs written bids. 


____ Policy on public bid opening.

3.4  Types of Contracting


____ Criteria for selection of other than fixed price type:  


ex.time and material and Not to Exceed orders


      Procedures for other than fixed priced purchases

3.5 Non Competitive Purchase Procedures

___ Criteria and approval authority for non-competitive 



purchases. 


____ Price reasonableness documentation to support award
3.6  Master pricing agreements (Long term purchase agreements)


____ Policy for the use of long term purchase agreements


___  Policy and procedures for competing and awarding long terms 


purchase agreements

3.7 Factors in evaluation and documentation of negotiations


____ Provide your negotiation procedures.  

 _____Include evaluation criteria for best value analysis.

SECTION 4 AWARD

4.1 Award_____


_____Procedure and documentation required for award.


_____Controls on issuance - sequential numbering system, 







approval required? 


____ Award approval authority including delegations.


_____ ACO advance approval for consent to award


_____Procedures for distribution of award documents
4.2 Administration:


___  Procedures for monitoring orders or MARAD subcontract after 


award.  

_____Subcontract performance monitoring


_____Receipt and acceptance procedures 


_____Procedures for ordering, tracking and controlling growth on 


the MARAD subcontract.


_____Post award evaluation of subcontractor.


_____Claims procedures 

     _____ Dispute Resolution Procedures.

4.3 Modifications

____ Policy and procedures for identifying, preparing, 



controlling and processing modifications to purchase orders, master pricing agreements and MARAD subcontracts.


_____Dollar thresholds for review and approval.

4.4  Invoicing Review and Processing 


____ Policy and procedures to ensure that invoices are reviewed against items received and terms of contract

4.5 Close-outs


_____Procedures for close-outs - retainage of documents.

                             **

APPENDIX  3  

CONTRACTOR PURCHASING SYSTEM REVIEW

SHIP MANAGER’S/GENERAL AGENT’S COMPLETE NAME AND ADDRESS:

ORGANIZATION CONDUCTING THE REVIEW:



CONTRACTING TEAM, MARITIME ADMINISTRATION

TEAM MEMBERS:

REPORT DATE:



____________________________________







Signature of Team Leader

UNLESS PERMISSION IS RECEIVED FROM THE ACO, THIS REPORT SHALL ONLY BE DISTRIBUTED IN ACCORDANCE WITH FAR 44.307.

RELEASE OF THIS REPORT IS GOVERNED UNDER THE FREEDOM OF INFORMATION ACT, 5 U.S.C. 552. NOTIFY HEADQUARTERS, MARITIME ADMINISTRATION IF THIS REPORT IS RELEASED.

THE SUPPORTING WORKPAPERS APPLICABLE TO THIS REPORT ARE RETAINED IN THE FILES OF ______________________________________.

SUMMARY REPORT

1.  SHIP MANAGER’S/GENERAL AGENT’S NAME & ADDRESS.

2.  SUMMARY STATEMENT ON STATUS OF PURCHASING SYSTEM. 

3.  Background Information:





Firm’s Size:





Other Customers:





MARAD Contracts:

     Contract #    Ship Name         Status      Region

4. SUMMARY OF PURCHASES EXAMINED

5.  GENERAL COMMENTS

 5. 1   PURCHASING POLICIES AND PROCEDURES

5.2  SUBCONTRACT CLAUSES

5.3. MANAGEMENT OF PURCHASE 

5.4. DEVELOPMENT OF PURCHASE REQUIREMENTS






1. ESTIMATE 






2. CONSIDERATION OF APPROPRIATE FACTORS






3. ADEQUACY OF SPECIFICATION

5.5. SELECTING SOURCES






1. ROTATED BIDDERS LIST 






2. COMPETITION 






3. CAPABILITY TO PERFORM

5.6. PRICING






1. ADEQUATE PRICE COMPETITION

   
  2. NEGOTIATIONS






3. CASH DISCOUNTS AND PAYMENT TERMS






4. SELECTION OF CONTRACT TYPES

5.7. SUBCONTRACT AWARD AND ADMINISTRATION

    
1.  MARAD CONSENT WHEN REQUIRED






2.  ANALYSIS OF PROPOSALS AND EVALUATION OF THE AWARD





 3.  COST CONTROLS OF GROWTH


    4.  DOCUMENTATION OF DELIVERY ORDERS 






5.  FINAL PRICING ON NET ITEMS






6.  REVIEW AND PROCESSING OF INVOICES


    7.  DISPUTES/CLAIMS RESOLUTION 

     8.  CLOSING-OUT SUBCONTRACTS

6. ADEQUACY OF PROCEDURES

7. ADHERENCE TO PROCEDURES

8. RECOMMENDATIONS
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