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Contracting for IUID: Getting It Right Up Front

Department of Navy Policy Member,
Defense Acquisition Regulations Council

DASN (A&LM)
DIETS 3
A.  Why do we do UID?
There are three main reasons:

1) To achieve a clean financial statement, required by CFO Act.
2) For traceability and visibility in support of warfighter – DOD sees IUID as a strategic imperative, which was one of the primary reasons the rule was put into place so fast.
3) Warranties – Now we can tag our items, we know where they are, so now we can begin to enforce our warranties.  In the past, one of the primary reasons warranties weren’t enforced, we had no idea where the items were; and when we found the items, we had no idea if they had the warranties.

B.  What are the benefits of UID?

DoD considers UID to be a strategic imperative necessary to efficiently move supplies to US and coalition troops.  UID will enable DoD to enhance logistics, contracting, and financial business transactions. It will enable us to consistently capture the value of items we buy, control these items during their use, and combat counterfeiting of parts.  Also, it will allow us to track the items in property accountability, inventory, and financial management systems, and that’s all aimed towards achieving that CFO Act compliance.

C. What are the payoffs of UID?
There are a number of payoffs, but the ones that come to mind are:

· increased business intelligence
· achieve the clean audit opinion

· increase systems/equipment operational availability (all aimed at our accounting systems being UID enabled)
· lower asset management infrastructure costs

· increase in-transit visibility

· lower the cost of managing the assets; and
· increased productivity
So there are a lot of benefits and payoffs associated with UID.

D.  What are the UID contract requirements? (When is the policy appropriate for contracts, in what circumstances?)
UID in DoD, or DoD-recognized equivalent is required for:

· all items for which the government unit acquisition cost is $5,000 or more

· items for which the acquisition cost is less that $5,000  when identified by the acquiring activity as Serially Managed, Mission Essential, or Controlled Item
· items for less than $5,000 when the requiring activity determines that permanent identification is required; and 
· regardless of value, any DoD serially managed subassembly, component, or part embedded within a delivered item, and the parent item, (as defined in DFARS 252.211-7003.) that contains the embedded sub-assembly, component or part.  

DoD Instruction 8320.04, June 16, 2008, Section 5.3 in:
http://www.dtic.mil/whs/directives/corres/pdf/832004p.pdf
E.  Exceptions

There are two exceptions for when UID may not be required to be marked by the contractor. They are:

1) Items to be used in support of a contingency operation or to facilitate the defense against or recovery from nuclear, biological, chemical or radiological attack; and  

2) Commercial items or items acquired form a small business concern if – 

· It is more cost-effective for the Government to assign, mark and register the UID after delivery; and

· A determination and findings is executed by the component acquisition executive (for ACAT I programs) or the head of the contracting activity (for all other programs)

DFARS Section 211.274-2(b), see below
http://www.acq.osd.mil/dpap/dars/dfars/html/current/211_2.htm
F.  DFARS Clause 252.211 – 7003, “Item identification and Valuation”
This clause is required to be in solicitations and contracts for items requiring item identification or valuation (or both) in accordance with DFARS 211.274.

The clause requires the contractor to furnish specific information. In accordance with the clause, the contractor shall provide a unique item identification for the following:

1) All delivered items for which the government unit acquisition cost is $5,000 or more; and those items listed for which the government  unit acquisition cost is less than $5,000; (Thus, the clause requires the requiring activity fill in specific information (i.e. a list of those items) but the contractor is required to mark those items.)
2) Finally, the contractor is to provide a UII for subassemblies, components and parts embedded in delivered items as specified in an attachment to the contract or solicitation.

3) Also, there’s an Alternate I to the clause which is required to be used if either of the exceptions applies, or if items are to be delivered and NONE of the criteria for placing UID marking applies.
DFARS Clause 252.211 – 7003, “Item identification and Valuation”
http://www.acq.osd.mil/dpap/dars/dfars/html/current/252211.htm#252.211-7003
[Note:  for any contract with Government-Furnished Property (GFP), 
DFARS Clause 252.211 – 7007 must also be included.  See 211.274-5 in reference at end.]
http://www.acq.osd.mil/dpap/dars/dfars/html/current/252211.htm#252.211-7007
G.  What are the responsibilities of the various players, who does what and when?
1) First of all is the requiring activity.  They determine the need for unique identifier.

2) Next in the process is the procuring contracting officer, who issues the solicitation and awards the contract with the DFARS clause 252.211-7003 (both identification and valuation requirements).
3) Next would be the procuring or administrative contracting officer who’s responsible for issuing any necessary modifications to the contracts.

4) Next in the process is the contractor, who places the UII marking on the item and prepares the material inspection & receiving report (MIRR). Contractor also includes the UID/valuation information on the MIRR, and submits it to the UID Registry via WAWF*. (Note:  an issue may exist with respect to no final registration of the UII in the Registry until acceptance, and the government actually owns the item.)
5) Finally, the DCMA quality assurance representative inspects and accepts the item on behalf of the government.
*Note: Contractor may submit UID/Valuation information to UID Registry via Other Electronic Means AFTER government Inspection and Acceptance
http://www.acq.osd.mil/dpap/UID/DataSubmission.htm
H.  Now why is this important to you, the logistician?

Important primarily for two reasons, two pieces:

1) We need to ensure that the accounting systems and ERPs are UID-enabled.

2) We need to get the right language into the contracts – in other words, SOWs and directions to the contractors can be clear and concise so they know exactly what is expected of them.

To accomplish #2 relative to the right contract language, the first step to successful integration of quality assurance into the IUID process for new acquisition items is the clear and unambiguous description of requirements in the contracting vehicles (i.e., Request for Proposal (RFP), Request for Quotation (RFQ), contract).  Standardized and clearly described requirements allow the vendor/supplier to properly plan for the inclusion of IUID into their manufacturing process.

I.  Do Your Part
It’s not hard.  We’ve established the criteria and the clause, for the contractor.  Now you must do your part.  In the final analysis, we want to keep two things in mind about UID:

1) The DFARS policy and requirements at DFARS 211.274 are MANDATORY for DoD contracts. In other words, you do not have the flexibility to not implement the requirement unless you have an approved deviation.  Unless you have a strong business case for an exception to the policy, you are unlikely to receive any deviations.

2) UID doesn’t stop after contract award. We must continue to focus on implementation. Thus administration after contract award and delivery is just as important as the award for achieving UID success. 
_________________________________________________________
Additional note to talk:

There are two parts to the IUID DFARS policy, one on marking and one on valuation.  The rule tells you how to value the item based on value the type of contract being awarded, in section DFARS 211.274-3. See below for text and link.
http://www.acq.osd.mil/dpap/dars/dfars/html/current/211_2.htm
IUID DFARS Regulation
211.274  Item identification and valuation requirements.

211.274-1  General.

Unique item identification and valuation is a system of marking and valuing items delivered to DoD that will enhance logistics, contracting, and financial business transactions supporting the United States and coalition troops.  Through unique item identification policy, which capitalizes on leading practices and embraces open standards, DoD can—


(a)  Achieve lower life-cycle cost of item management and improve life-cycle property management;


(b)  Improve operational readiness;


(c)  Provide reliable accountability of property and asset visibility throughout the life cycle; and


(d)  Reduce the burden on the workforce through increased productivity and efficiency.

211.274-2  Policy for unique item identification.


(a)  It is DoD policy that DoD unique item identification, or a DoD recognized unique identification equivalent, is required for— 



(1)  All delivered items for which the Government’s unit acquisition cost is $5,000 or more; 



(2)  Items for which the Government’s unit acquisition cost is less than $5,000, when identified by the requiring activity as serially managed, mission essential, or controlled inventory; 



(3)  Items for which the Government’s unit acquisition cost is less than $5,000, when the requiring activity determines that permanent identification is required; and



(4)  Regardless of value—




(i)  Any DoD serially managed subassembly, component, or part embedded within a delivered item; and




(ii)  The parent item (as defined in 252.211-7003(a)) that contains the embedded subassembly, component, or part.


(b)  Exceptions.  The Contractor will not be required to provide DoD unique item identification if—



(1)  The items, as determined by the head of the agency, are to be used to support a contingency operation or to facilitate defense against or recovery from nuclear, biological, chemical, or radiological attack; or



(2)  A determination and findings has been executed concluding that it is more cost effective for the Government requiring activity to assign, mark, and register the unique item identification after delivery of an item acquired from a small business concern or a commercial item acquired under FAR Part 12 or Part 8.




(i)  The determination and findings shall be executed by—





(A)  The Component Acquisition Executive for an acquisition category (ACAT) I program; or





(B)  The head of the contracting activity for all other programs.




(ii)  The DoD Unique Item Identification Program Office must receive a copy of the determination and findings required by paragraph (b)(2)(i) of this subsection.  Send the copy to DPAP, SPEC ASST,  3060 Defense Pentagon, 3E1044, Washington, DC 20301-3060; or by facsimile to (703) 695-7596.

211.274-3  Policy for valuation. 

(a)  It is DoD policy that contractors shall be required to identify the Government’s unit acquisition cost (as defined in 252.211-7003(a)) for all items delivered, even if none of the criteria for placing a unique item identification mark applies.


(b)  The Government’s unit acquisition cost is—



(1)  For fixed-price type line, subline, or exhibit line items, the unit price identified in the contract at the time of delivery;



(2)  For cost-type or undefinitized line, subline, or exhibit line items, the contractor’s estimated fully burdened unit cost to the Government at the time of delivery; and



(3)  For items delivered under a time-and-materials contract, the contractor’s estimated fully burdened unit cost to the Government at the time of delivery.


(c)  The Government’s unit acquisition cost of subassemblies, components, and parts embedded in delivered items need not be separately identified.

211.274-4  Policy for reporting of Government-furnished equipment in the DoD Item Unique Identification (IUID) Registry.

It is DoD policy that Government-furnished equipment be recorded in the DoD IUID Registry, except for—


(a)  Items with an acquisition cost of less than $5,000 that are not identified as serially managed, mission essential, sensitive, or controlled inventory, unless the terms and conditions of the contract state otherwise;


(b)  Government-furnished material;


(c)  Reparables;


(d)  Contractor-acquired property as defined in FAR Part 45;


(e)  Property under any statutory leasing authority;


(f)  Property to which the Government has acquired a lien or title solely because of partial, advance, progress, or performance-based payments;


(g)  Intellectual property or software; and


(h)  Real property.

211.274-5  Contract clauses.


(a)(1)  Use the clause at 252.211-7003, Item Identification and Valuation, in solicitations and contracts that—




(i)  Require item identification or valuation, or both, in accordance with 211.274-2 and 211.274-3; or




(ii)  Contain the clause at 252.211-7007.



(2)  Complete paragraph (c)(1)(ii) of the clause with the contract line, subline, or exhibit line item number and description of any item(s) below $5,000 in unit acquisition cost for which DoD unique item identification or a DoD recognized unique identification equivalent is required in accordance with 211.274-2(a)(2) or (3).



(3)  Complete paragraph (c)(1)(iii) of the clause with the applicable attachment number, when DoD unique item identification or a DoD recognized unique identification equivalent is required in accordance with 211.274-2(a)(4) for DoD serially managed subassemblies, components, or parts embedded within deliverable items.



(4)  Use the clause with its Alternate I if—




(i)  An exception in 211.274-2(b) applies; or




(ii)  Items are to be delivered to the Government and none of the criteria for placing a unique item identification mark applies.


(b)(1)  Use the clause at 252.211-7007, Reporting of Government-Furnished Equipment in the DoD Item Unique Identification (IUID) Registry, in solicitations and contracts that contain the clause at—




(i)  FAR 52.245-1, Government Property; or




(ii)  FAR 52.245-2, Government Property Installation Operation Services.



(2)  Complete paragraph (b)(2)(ii) of the clause as applicable.
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