THE UNDER SECRETARY OF DEFENSE
3010 DEFENSE PENTAGON
WASHINGTON, DC 20301-3010

ACQUISITION,

TECHNOLOGY
AND LOGISTICS 21 Dec 2000

MEMORANDUM FOR SECRETARI ES OF THE M LI TARY DEPARTMENTS
DI RECTORS OF DEFENSE AGENCI ES

SUBJECT: "Qther Transaction"™ Authority (OTA) for Prototype
Proj ects

Ref erence: DoD Directive 5134.1, "Under Secretary of Defense
for Acquisition and Technol ogy (USD(A&T)), "
Sept enber 17, 1999

This directive-type nmenorandum assi gns responsibilities and
prescri bes procedures for inplenentation and use of OTA for
certain prototype projects directly relevant to weapons or
weapon systens proposed to be acquired or devel oped by the
Depart ment of Defense.

For DoD, "other transactions"” is a termcommonly used to
refer to the 10 U . S.C. 2371 authority to enter into transactions
ot her than contracts, grants or cooperative agreenents. OTA
provi des trenmendous flexibility since instrunments for prototype
projects, awarded pursuant to this authority, generally are not
subject to federal laws and regulations limted in applicability
to procurenent contracts.

It is DoD policy, under the above reference, to establish
policies and prograns that inprove, streanline and strengthen
DoD Conponent technol ogy access and devel opnment prograns,
encour age open-market conpetition and technol ogy-driven
prototype efforts that offer increased mlitary capabilities at
| oner total ownership costs and faster fielding tinmes, and
exploit the cost-reduction potential of accessing innovative or
commercially devel oped technol ogies. OTA for prototype projects
is avital tool that will help the Departnent achi eve these
objectives. This authority should be used wisely, when it is
appropri at e.

Agreenents O ficers and Project Managers are encouraged to
pursue conpetitively awarded prototype projects that can be
adequately defined to establish a fixed-price type of agreenent
and attract nontraditional defense contractors participating to
a significant extent.



Agreenments O ficers should take the | ead i n encouraging
busi ness process innovations and ensuring that business
deci sions are sound. The O Guide (attached) is intended to
provi de a framework for the governnment teamto consi der and
apply, as appropriate, when using OTA for prototype projects.
However, there are sone mandatory requirements included in the
Gui de that are evident by the prescriptive |anguage used.

The Director, Defense Procurenent shall nonitor conpliance
with this nmenorandum and update the O Cuide, as needed. The
Secretaries of the MIlitary Departnments and the Directors of the
Def ense Agenci es shall establish agency procedures necessary to
i npl ement the O CGuide. Any delegation of authority to use this
OTA will be to officials whose |evel of responsibility, business
acunen, and judgnment enable themto operate in this relatively
unstructured environnent.

The gui de nust be considered for solicitations issued after
January 5, 2001. The new reporting requirenents are applicable
to any prototype projects awarded after 1 Cctober 2000.

ol

J. 5. Gansler

At t achnent
As st ated
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ACQUISITION,
TECHNOLOGY

AND LOGISTICS FOREWORD

This Guide provides a framework that should be considered and applied, as appropriate, when
using "other transaction” authority for prototype projects directly relevant to weapons or weapon
systems proposed to be acquired or developed by the Department. There are some mandatory
requirements included in the Guide that are evident by the prescriptive language used.

This Guide supercedes the following memorandums:

1) USD(AT&L) memorandum, "10 U.S.C. 2371, Section 845, Authority to Carry Out Certain
Prototype projects,” December 14, 1996.

2) USD(AT&L)/DDP memorandum, "Assignment of Instrument Identification Numbers and
Collection of Common Data Elements for Section 845 Other Transactions (Report Control
Symbol DD-A& T(AR)2037)," October 16, 1997.

3) USD(AT&L)/DDP memorandum, "Financial and Cost Aspects of Other Transactions for
Prototype Projects,” October 23, 1998.

4) USD(AT&L)/DDP memorandum, "Comptroller General Access on Certain "Other
Transaction" Agreements for Prototype Projects,” June 7, 2000.

5) USD(AT&L) memorandum, "Section 803 of the Floyd D. Spence National Defense
Authorization Act for Fiscal Year 2001 - "Other Transaction™ Authority for Prototype
Projects,” December 6, 2000.

Send recommended changes to the Guide through your agency's POC to:

Director, Defense Procurement
3060 Defense Pentagon
Washington, DC 20301-3060

?HZ’C’——-_____ _

J. 8. Gansler
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DL1. DEFINITIONS

DL1.1. Administrative Agreements Officer. An Administrative Agreements Officer has
authority to administer OTs for prototype projects and, in coordination with the Agreements
Officer, make determinations and findings related to the delegated administration functions. |f
administrative functions are retained by the contracting activity, the Agreements Officer serves
as the Administrative Agreements Officer.

DL1.2. Agency. Agency means any of the military departments or defense agencies with
authority to award OTs for prototype projects.

DL1.3. Agency level Head of the Contracting Activity. The Agency level Head of the Contracting
Activity isthe Head of the Contracting Activity within the Agency that has been delegated overal
responsibility for the contracting function within the Agency. For the military departments this
includes ASA(ALT)/SAAL-ZP, ASN(RDA)ABM and SAFHAQC.

DL1.4. Agreements Officer. An Agreements Officer has authority to enter into, administer, or
terminate OTs for prototype projects and make related determinations and findings.

DL1.5. Business unit. Business unit means any segment of an organization, or an entire
business organization which is not divided into segments.

DL1.6. Contracting activity. Contracting activity means an element of an agency designated by
the agency head and delegated broad authority regarding acquisition functions. It also means
elements designated by the director of a defense agency which has been delegated contracting
authority through its agency charter.

DL1.7. Cost-based procurement contract. A cost-based procurement contract is a procurement
contract that is subject to the provisions of Part 31 of the Federal Acquisition Regulation (FAR),
Cost Accounting Standards (CAS), or was awarded after the submission of cost or pricing data.

DL1.8. Cost-type OT. Cost-type OTs include agreements where payments are based on
amounts generated from the awardee's financial or cost records or that require at least one third
of the total costs to be provided by non-federal parties pursuant to statute. This includes interim
and final milestone payments that may be adjusted for actual costs incurred.

DL1.9. Fixed-price type OT. Fixed-pricetype OTs include agreements where payments are not
based on amounts generated from the awardee's financia or cost records.

DL1.10. Head of the contracting activity (HCA). The HCA includes the official who has overal
responsibility for managing the contracting activity.

DL1.11. Key Participant. A key participant is a business unit that makes a significant
contribution to the prototype project. Examples of what might be considered a significant
contribution include supplying new key technology or products, accomplishing a significant

6
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amount of the effort, or in some other way causing a material reduction in the cost or schedule or
increase in performance.

DL1.12. Nontraditional defense contractor. A nontraditional defense contractor is a business
unit that has not, for a period of at least one year prior to the date of the OT agreement, entered
into or performed on (1) any procurement contract that is subject to full coverage under the cost
accounting standards prescribed pursuant to section 26 of the Office of Federal Procurement
Policy Act (41 U.S.C. 422) and the regulations implementing such section; or (2) any other
procurement contract in excess of $500,000 to carry out prototype projects or to perform basic,
applied, or advanced research projects for a federal agency.

DL1.13. Procurement contract. A procurement contract is a contract awarded pursuant to the
Federal Acquisition Regulation.

DL1.14. Project Manager. Project Manager is the government manager for the prototype
project.

DL1.15. Segment. Segment means one of two or more divisions, product departments, plants,
or other subdivisions of an organization reporting directly to a home office, usualy identified
with responsibility for profit and/or producing a product or service.

DL1.16. Senior Procurement Executive. Senior procurement executive means for DoD---

Department of the Army - Assistant Secretary of the Army (Acquisition, Logistics and
Technology);

Department of the Navy - Assistant Secretary of the Navy (Research, Development and
Acquisition);

Department of the Air Force - Assistant Secretary of the Air Force (Acquisition).

The directors of defense agencies have been delegated authority to act as senior procurement
executive for their respective agencies.

DEFINITIONS
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INTRODUCTION

“Other transactions’ is the term commonly used to refer to the 10 U.S.C. 2371 authority to
enter into transactions other than contracts, grants or cooperative agreements. The Department
currently has temporary authority to award “other transactions’ (OTs) in certain circumstances
for prototype projects that are directly relevant to weapons or weapon systems proposed to be
acquired or developed by the Department.

"Other Transactions' for prototype projects are acquisition instruments that generally are not
subject to the federa laws and regulations governing procurement contracts. As such, they are
not required to comply with the Federal Acquisition Regulation (FAR), its supplements, or laws
that are limited in applicability to procurement contracts.

This acquisition authority, when used selectively, is avital tool that will help the Department
achieve the civil and military integration that is critical to reducing the cost of defense weapon
systems. This authority provides the Department an important tool that should be used wisely.

In accordance with statute, this authority may be used only when:

(A) thereis at least one nontraditional defense contractor participating to a significant
extent in the prototype project; or

(B) no nontraditional defense contractor is participating to a significant extent in the
prototype project, but at least one of the following circumstances exists.

(i) at least one third of the total cost of the prototype project is to be paid out of
funds provided by the parties to the transaction other than the federal government.

(i) the senior procurement executive for the agency determines in writing that
exceptional circumstances justify the use of a transaction that provides for innovative business
arrangements or structures that would not be feasible or appropriate under a procurement
contract.

Agreements Officers and Project Managers are encouraged to pursue competitively awarded
prototype projects that can be adequately defined to establish a fixed-price type of agreement and
attract nontraditional defense contractors participating to a significant extent.

The Guide is intended to provide aframework for the Agreements Officer, Project Manager
and other members of the government team to consider and apply, as appropriate, when
structuring an OT agreement for a prototype project. However, there are some mandatory
requirements included in the Guide that are evident by the prescriptive language used.
Individuals using this authority should have alevel of responsibility, business acumen, and
judgment that enables them to operate in this relatively unstructured environment. These
individuals are responsible for negotiating agreements that appropriately reflect the risks
undertaken by all parties to the agreement, incorporate good business sense and appropriate
safeguards to protect the government's interest.

INTRODUCTION
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Cl. CHAPTER1

INTRODUCTORY INFORMATION

Cl.1 BACKGROUND

C1.1.1. General. 10 U.S.C. 2371 authorizes award of transactions other than contracts,
grants or cooperative agreements. Awards made pursuant to this authority are commonly
referred to as "other transaction” (OT) agreements. There are two types of commonly used OTSs.

C1.1.2. "Other Transactions' for Prototype Projects. These types of OTs are authorized by
Department of Defense (DoD) Authorization Acts with sunset provisions and are found in the
U.S. CodeasaNotein 10 U.S.C. 2371. Section 845 of Public Law 103-160, as amended,
authorizesthe use of OTs, under the authority of 10 U.S.C. 2371, under certain circumstances for
prototype projects directly relevant to weapons or weapon systems proposed to be acquired or
developed by the DoD. Thistype of OT istreated by DoD as an acquisition instrument,
commonly referred to as an "other transaction” for a prototype project or a section 845 "other
transaction”.

C1.1.3. “Other Transactions’ Not Covered by this Guide. This guide does not apply to OTs
used to carry out basic, applied or advanced research projects in accordance with 10 U.S.C.
2371. For example, the authority of 10 U.S.C. 2371 currently is used to award Technology
Investment Agreements (TIAS) in instances where the principa purpose is stimulation or support
of research.

C1.1.4. Focus of this Guide This guide focuses on OTsfor prototype projects.

C1l.2. STATUTORY DIRECTION ON THE USE OF AUTHORITY

C1.2.1. Directly relevant. Prototype projects must be directly relevant to weapons or
weapon systems proposed to be acquired or developed by the DoD.

C1.2.2. Appropriate Use. This authority may be used only when:

(A) thereis at least one nontraditional defense contractor participating to a significant
extent in the prototype project (see definitions and C1.5.1); or

(B) no nontraditional defense contractor is participating to a significant extent in the
prototype project, but at least one of the following circumstances exists:

(i) at least one third of the total cost of the prototype project isto be paid out of
funds provided by the parties to the transaction other than the federal government.

(i) the senior procurement executive for the agency determines in writing that
exceptional circumstances justify the use of a transaction that provides for innovative business
arrangements or structures that would not be feasible or appropriate under a procurement
contract.

CHAPTER 1
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C1.2.3. Competition To the maximum extent practicable, competitive procedures shall be
used when entering into agreements to carry out prototype projects under this authority (see
section C2.1.3.1.6.).

C1.2.4. No Duplication To the maximum extent practicable, no transaction entered into
under this authority provides for research that duplicates research being conducted under existing
programs carried out by the DoD.

C1.2.5. Comptroller General Access. OTs for prototype projects that provide for total
government payments in excess of $5,000,000 must include a clause that provides for
Comptroller General access to records (see section C2.15.).

C1.2.6. Annua Reporting. A report must be submitted to Congress each year on the use of
OT authority (see section C3.1.1.).

C1.2.7. Permissive Language in 10 U.S.C. 2371. The authority may be exercised without
regard to section 31 U.S.C. 3324 regarding advance payments, however see section C2.17.3. A
transaction may include a clause that requires payments to any department or agency of the
federal government as a condition for receiving support under an OT and provides for separate
support accounts (see C2.4.). Participants may also protect certain information (see C2.5.).

C1.3 INDIVIDUAL AUTHORITY

C1.3.1. Agency authority. Section 845 of Public Law 103-160, as amended, authorizes the
Director of Defense Advanced Research Projects Agency (DARPA), the Secretaries of the
Military Departments, and any other official designated by the Secretary of Defense to enter into
transactions (other than contracts, grants or cooperative agreements) under the authority of 10
U.S.C. 2371 for certain prototype projects. The Secretary of Defense has delegated authority and
assigned responsibilities to the Undersecretary of Defense (Acquisition, Technology &
Logistics). The USD(AT&L) has designated the Directors of the Defense Agencies as having
the authority to use section 845 OTs. USD(AT&L) expects that any delegation to use this
authority will be to officials whose level of responsibility, business acumen, and judgment
enable them to operate in this relatively unstructured environment.

C1.3.2. Agreements Officer authority. Agreements Officers for prototype projects must be
warranted contracting officers with alevel of responsibility, business acumen, and judgment that
enables them to operate in this relatively unstructured environment. Agreements Officers may
bind the government only to the extent of the authority delegated to them as contracting officers.

C1.3.3. Administrative Agreements Officer authority. Administrative Agreements Officers
for prototype projects must be warranted contracting officers with alevel of responsibility,
business acumen, and judgment that enables them to operate in this relatively unstructured
environment. Their authority is limited to the functions delegated to them by the Agreements
Officer and the terms of the agreement.
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C1.3.4. Points of Contact. Points of contact (POC) referred to throughout this Guide or
for information regarding prototype OTs can be found at the Director, Defense Procurement's
(DDP) Home Page at http://www.acq.osd.mil/dp (under Defense Systems Procurement
Strategies) and in the DoD Deskbook at  Http://web2.deskbook.osd.mil/default.asp?tasklist.asp
(under Special Interest Items, " Section 845 Other Transaction Authority").

Cl.4. LEGISLATIVE AUTHORITY.

"Other Transactions' for Prototype Projects are instruments that are generally not subject to the
federal laws and regulations governing procurement contracts. As such, they are not required to
comply with the Federal Acquisition Regulation (FAR), its supplements, or laws that are limited
in applicability to procurement contracts, such as the Truth in Negotiations Act and Cost
Accounting Standards (CAS). Similarly, OTsfor prototype projects are not subject to those laws
and regulations that are limited in applicability to grants and cooperative agreements. A list of
statutes that apply to procurement contracts, but that are not necessarily applicable to OTs for
prototype projectsis at Appendix 1. Thelist is provided for guidance only, and is not intended to
be definitive. To the extent that a particular requirement is a funding or program requirement or
is not tied to the type of instrument used, it would generally apply to an OT, e.g., fiscal and
property laws. Each statute must be looked at to assure it does or does not apply to a particular
funding arrangement using an OT. Use of OT authority does not eliminate the applicability of
all laws and regulations. Thus, it is essential that counsel be consulted when an OT will be used.

C15. REASONSTOUSE AUTHORITY.

C1.5.1. Nontraditional defense contractor. It isin the DoD's interest to tap into the research
and development being accomplished by nontraditional defense contractors, and to pursue
commercial solutions to defense requirements. One justifiable use of this authority is to attract
nontraditional defense contractors that participate to a significant extent in the prototype project.
These nontraditional defense contractors can be at the prime level, team members
subcontractors, lower tier vendors, or "intra-company” business units; provided the business unit
makes a significant contribution to the prototype project (i.e., isakey participant). Examples of
what might be considered a significant contribution includes supplying new key technology or
products, accomplishing a significant amount of the effort, or in some other way causing a
materia reduction in the cost or schedule or increase in the performance. The significant
contribution expected of the nontraditional defense contractor(s) must be documented in the
agreement file, typically in the agreement analysis (see C2.1.4.1.). The involvement of
nontraditional defense contractors that participate to a significant extent in the prototype project
will be tracked as a metric viathe DD 2759 and addressed in the statutorily required report to
Congress (see sections C2.2 and C3.1).

C1.5.2. Other benefit to the government. If a nontraditional defense contractor is not
participating to a significant extent in the prototype project then either (i) at least one third of the
total cost of the prototype project isto be paid out of funds provided by the partiesto the
transaction other than the federal government, or (ii) the senior procurement executive (SPE) for
the agency determines in writing that exceptional circumstances justify the use of a transaction
that provides for innovative business arrangements or structures that would not be feasible or
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appropriate under a procurement contract. Generally, the government should not mandate cost-
sharing requirements for defense unique items, so use of OT authority that invokes cost-sharing
requirements should be limited to those situations where there are commercia or other benefits
to theawardee. Any judtification for the use of OTA based on exceptional circumstances must
be approved by the SPE in accordance with agency procedures and fully describe the innovative
business arrangements or structures, the associated benefits, and explain why they would not be
feasible or appropriate under a procurement contract. The reason for using OTA will be tracked
as ametric viathe DD 2759 and addressed in the statutorily required report to Congress (see
sections C2.2 and C3.1).

C1.6. SCOPE OF PROTOTY PE PROJECTS

OT prototype authority may be used only to carry out prototype projects that are directly
relevant to weapons or weapon systems proposed to be acquired or developed by the
Department. As such, any resulting OT awards are acquisition instruments since the government
is acquiring something for its direct benefit. Terms such as "support or stimulate” are assistance
terms and are not appropriate in OT agreements for prototype projects. Prototype projects could
include prototypes of weapon systems, subsystems, components, or technology. With regard to
section 845 authority, a prototype can generally be described as a physical or virtual model used
to evaluate the technical or manufacturing feasibility or military utility of a particular technology
or process, concept, end item, or system. The quantity developed should be limited to that
needed to prove technical or manufacturing feasibility or evaluate military utility. In genera,
Research, Development, Test & Evaluation (RDT&E) appropriations will be appropriate for OT
prototype projects. Low Rate Initial Production quantities are not authorized to be acquired
under prototype authority.

Cl.7. GOVERNMENT TEAM COMPOSITION

C1.7.1. Composition A small, dedicated team of experienced individuals works best. The
agency needs to get the early participation of subject matter experts such as general counsel,
payment and administrative offices to advise on agreement terms and conditions. The role of
Defense Contract Management Agency (DCMA), Defense Finance & Accounting Services
(DFAS) and Defense Contract Audit Agency (DCAA) should be decided up front.

C1.7.2. DCMA. Selected DCMA field offices are designated to administer OTs. If
administration is to be delegated to DCMA, refer to Section 10 of the DoD CAS Component
directory to determine the appropriate administration location. The DCMA POCs can be found
at “http://www.DCMA.mil”. Click on “siteindex”, “CAS Component Directory”, and “ Section
10". DCMA can provide assistance in determining the appropriate DFAS payment office.

C1.7.3. DCAA. Asdiscussed in various sections of this Guide, DCAA is able to provide
financial advisory services to support the Agreements Officer in awarding and administering
these agreements. DCAA acts in an advisory capacity only and can provide assistance in the
pre-award phase, during agreement performance, and at the completion of the agreement during
the closeout phase. DCAA has assigned liaison auditors to selected DCMA field offices
designated to administer OTSs.

12
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C2. CHAPTER 2

ACQUISITION PLANNING AND AGREEMENT EXECUTION

C2.1. ACQUISITION PLANNING

C2.1.1. General.

C2.1.1.1. Essential Ingredient. Acquisition planning for both the prototype project and
any expected follow-on activity is an essential ingredient of a successful prototype project.
Prototype projects should include a team approach as previoudly discussed. Early and continued
communication among all disciplines, including legal counsal, will enhance the likelihood of a
successful project.

C2.1.1.2. Appropriate Safeguards. OT for Prototype authority provides flexibility to
negotiate terms and conditions appropriate for the acquisition, without regard to the statutes or
regulations governing a procurement contract. It isessential that OT agreements incorporate
good business sense and appropriate safeguards to protect the government’s interest. This
includes assurances that the cost to the government is reasonable, the schedule and other
reguirements are enforceable, and the payment arrangements promote on-time performance. Itis
the Agreements Officer’ s responsibility to ensure the terms and conditions negotiated are
appropriate for the particular prototype project and should consider expected follow-on program
needs.

C2.1.1.3. Skill and Expertise The Agreements Officer should not view previously issued
other transactions as a template or model. A model has purposely not been developed, so as not
to undermine the purpose of the authority. This guide has been developed to assist the
Agreements Officer in the negotiation and administration of OT agreements. The Agreements
Officers should rely on their skill and experience instead of relying on templates. The
Agreements Officer should consider typical FAR procedures and clauses, commercial business
practices, as well as OT agreements; but ultimately is responsible for negotiating clauses that
appropriately reflect the risk to be undertaken by all parties on their particular prototype project.
If apolicy or procedure, or a particular strategy or practice, isin the best interest of the
government and is not specifically addressed in this guide, nor prohibited by law or Executive
Order, the government team should not assume it is prohibited. The Agreements Officer should
take the lead in encouraging business process innovations and ensuring that business decisions
are sound.

C2.1.1.4. Flexibility. In light of the legislated conditions associated with use of OTA for
prototype projects, Agreements Officers are encouraged to structure acquisition strategies and
solicitations that provide the flexibility to award a procurement contract should conditions not
support use of an OT.

C2.1.1.5. Agreement. The nature of the agreement and applicable terms and conditions
should be negotiated based on the technical, cost and schedule risk of the prototype project, as
well as the contributions, if any, to be made by the awardee or non-federal participants to the
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agreement. Some commercia entities have indicated reluctance to do business with the
government, citing concerns in areas such as cost accounting standards, intellectual property, and
audit. Agreements Officers should consider whether the prototype project's performance
requirements can be adequately defined and a definitive, fixed price reasonably established for
the agreement. When prototype projects are competitively awarded and the risks of the project
permit adequate definition of the effort to accommodate establishing a definitive, fixed-price
type of agreement, then there typically would be no need to invoke cost accounting standards or
audit. Thisisnot true if an agreement, though identifying the government funding as fixed, only
provides for best efforts or potential adjustment of payable milestones based on amounts
generated from financial or cost records. If the prototype effort is too risky to enter into a
definitive, fixed-price type of agreement or the agreement requires at least one third of the total
costs to be provided by non-federal parties pursuant to statute, then accounting systems become
more important and audits may be necessary. The government should make every attempt to
permit an entity to use its existing accounting system, provided it adequately maintains records
to account for federal funds received and cost sharing, if any. In addition, when audits may be
necessary, the Agreements Officer has the flexibility to use outside independent auditorsin
certain situations and determine the scope of the audits. Additional guidance on accounting
systems, audit access and intellectual property are provided in later sections. It iscritica that the
Agreements Officer carefully consider these areas when negotiating the agreement terms and
conditions.

C2.1.1.6. Competition The Defense Authorization Acts authorizing OTs for prototype
projects require that competitive procedures be used "to the maximum extent practicable” (see
C2.1.3.1.6).

C2.1.1.7 Approvas. The acquisition strategy and the resulting OT agreement, must be
approved no lower than existing agency thresholds associated with procurement contracts,
provided thisis at least one level above the Agreements Officer. Exceptions can be made to this
approval level, when approved by the Agency level Head of the Contracting Activity. The
approving official must be an official whose level of responsibility, business acumen, and
judgment enables operating in this relatively unstructured environment. The format and
approving official will be specified by agency procedures. However, approval to use OT
authority must be obtained from the SPE when use is justified by exceptional circumstances (see
C15.2)

C2.1.1.8. Coding. Other Transactions for prototype projects must identify the 9" position
of the award number asa"9". The other positions of the award number and modifications will
be assigned the same as procurement contracts.

C2.1.2. Market Research Market research is an integral part of the development of the
acquisition strategy. The research needs to be done early in the acquisition planning process. A
key reason to use OT authority is to attract nontraditional defense contractors to participate to a
significant extent in the prototype project. In order to attract these companies, the government
team should accomplish research of the commercial marketplace and publicize its project in
venues typically used by the commercia marketplace. Some potential means of finding
commercia sources could include specific catalogs, product directories, trade journals, seminars,

14
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professional organizations, contractor briefings, in-house experts, and vendor surveys.

C2.1.3 Acquisition Strategy.

C2.1.3.1. General. The complexity and dollar value of the prototype project will
determine the amount of documentation necessary to describe the project’ s acquisition strategy
and the need for updates as significant strategy changes occur. As aminimum, an acquisition
strategy for a prototype project should generally address the areas in this section. If a prototype
project is covered by the DoD 5000.2-R, it must also comply with the acquisition strategy
requirements specified therein.

C2.1.3.1.1. Consistency with Authority. A programmatic discussion of the effort that
substantiates it is a prototype project directly relevant to weapons or weapon systems proposed to
be acquired or developed by the DoD.

C2.1.3.1.2. Rationale for Selecting Other Transaction Authority. OTA for prototype
projects may only be used in those circumstances addressed in section C1.2.2. |f appropriate, the
strategy should provide for potential award of a contract should conditions not support use of an
OT. The acquisition strategy must identify and discuss the reason the OTA is being proposed. If
use of OTA is expected to attract nontraditional defense contractors that will participate to a
significant extent, the strategy should address how this will be accomplished. If cost-sharing is
the reason, the strategy should explain the commercial or other perceived benefits to the non-
federal participants. If exceptional circumstances exist, those must be documented and approved
as addressed in section C1.5.2. After negotiations, the agreement analysis should address the
actual scenario negotiated supporting use of the authority (see C2.1.4.1.) and the reason the
authority is used must aso be clear in the report for Congress (see C3.1.1.).

C2.1.3.1.3. Technical description of the program. This section should discuss the
program’s major technical events and the planned testing schedule.

C2.1.3.1.4. Management description of the program. This section should discuss the
project’s management plan, including the program structure, composition of the government
team, and the program schedule.

C2.1.3.1.5. Risk Assessment. The section should include a cost, technical and
schedule risk assessment of the prototype project and plans for mitigating the risks. The risks
inherent in the prototype project and the capability of the sources expected to compete should be
afactor in deciding the nature and terms and conditions of the OT agreement.

C2.1.3.1.6. Competition The acquisition strategy should address the expected
sources or results of market research, the prototype source selection process, the nature and
extent of the competition for the prototype project and any follow-on activities. It isimportant to
consider, during prototype planning, the extent and ability for competition on follow-on
activities. For the prototype project, consider using standard source selection procedures or
devise a more streamlined approach that ensures a fair and unbiased selection process. A source
selection authority should be identified. 1f competitive procedures are not used for the prototype
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project, or only alimited competition is conducted, the strategy should explain why.

C2.1.3.1.7. Nature of the agreement. There is not one type of OT agreement for
prototype projects. This section should discuss the nature of the agreement (i.e. cost-
reimbursement features, fixed price features, or a hybrid), how the price will be determined to be
fair and reasonable, and how compliance with the terms and conditions will be verified.
Agreements Officers are encouraged to consider whether the prototype project can be adequately
defined to establish a fixed-price type of agreement. The precision with which the goals,
performance objectives, and specifications for the work can be defined will largely determine
whether a fixed-price can be established for the agreement. A fixed-price type of agreement
should not be awarded unless the project risk permits realistic pricing and the use of a fixed-price
type of agreement permits an equitable and sensible allocation of project risk between the
government and the awardee. Agreements Officers should not think they have a fixed-price type
of OT if an agreement, though identifying the government funding as fixed, only provides for
best efforts or provides for milestone payments to be adjusted based on amounts generated from
financial or cost records.

C2.1.3.1.8. Terms and Conditions. This section should explain the key terms and
conditions planned for the solicitation and generally should address: protests, changes,
termination, payments, audit requirements, disputes, reporting requirements, government
property, intellectual property, technology restrictions (i.e. foreign access to technology), and
flow-down considerations. Other important clauses unique to the project should also be
discussed. The discussion should explain why the proposed terms and conditions provide
adeguate safeguards to the government and are appropriate for the prototype project.

C2.1.3.1.9. Follow-On Activities. The acquisition strategy for a prototype project
should address the strategy for any follow-on activities, if there are follow-on activities
anticipated. The follow-on strategy could include addressing issues such as life cycle costs,
sustainability, test and evaluation, intellectual property requirements, the ability to procure the
follow-on activity under atraditional procurement contract, and future competition.

C2.1.4. Negotiated Agreement and Award

C2.1.4.1. Agreement Analysis. Each agreement file must include an agreement analysis.
The agreement analysis must affirm the circumstances permitting use of OTA (see C1.2.2.) and
explain the significant contributions expected of the nontraditional defense contractors, the cost-
share that will be required, or the exceptional circumstances approved by the SPE; or identify
where this supporting information can be found in the agreement file. The analysis must aso
address the reasonableness of the negotiated price and key terms and conditions. Like the
acquisition strategy, the agreement analysis should describe each negotiated key agreement
clause and explain why the proposed terms and conditions provide adequate safeguards to the
government and are appropriate for the prototype project.

C2.1.4.2. Report Requirements. The approving official for the award will review the
Congressional report submission (see C3.1.1. and Appendix 2) and the DD 2759 (see C3.1.2. and
Appendix 3) prior to approving the agreement for award. The DD 2759 and Congressional
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report submission will be submitted to the agency POC within 10 days of award.

C2.2 METRICS

C2.2.1. General. Metrics are collected in two ways on OTA for prototype projects. (1) via
the DD 2759 (see C3.1.2 and Appendix 3) and (2) in prototype project submissions for the
statutorily required report to Congress (see C3.1.1. and Appendix 2).

C2.2.2. Nontraditional Defense Contractor. All prototype projects must collect information
on the prime awardee and non-traditional defense contractors that participate to a significant
extent in the prototype project (see C1.5.1.). The DD 2759 requires that al prime awardees be
identified to one of the below categories:

1 — Non-profit (e.g., Educational Institution, Federally Funded Research &
Development Center, federal, state, or local government organizations, other non-profit
organizations)

2 - Traditional contractor (not a nontraditional defense cont ractor)

3 - Nontraditional defense contractor (see definitions).
The DD 2759 is also used to collect the business unit names and addresses of all nontraditional
defense contractors that participate to a significant extent in the prototype project. If the primeis
the only nontraditional defense contractor, then the prime must participate to a significant extent
in the prototype project, or one of the other circumstances set forth in C1.2.2.(B) must exist
justifying use of OTA.

C2.2.3. Non-Federal Funds and Percent of Cost-Share. The report to Congress and DD 2759
will report on the government and non-federal amounts. If a nontraditional defense contractor is
not participating to a significant extent in the prototype project and the reason for using OTA is
based on cost-share, the non-federal amounts must be at least one-third of the total cost of the
prototype project.

C2.2.4. Exceptiona Circumstances. If anontraditional defense contractor is not
participating to a significant extent in the prototype project and the reason for using OTA is
based on SPE-approved exceptional circumstances (see C1.5.2), this will be addressed in the
report to Congress and the DD 2759.

C2.2.5. Other Information The DD 2759 reporting requirement will be used to collect
information on competition and other items that may also be used to assess OTA experience.

C2.2.6. Other Metrics. The team is encouraged to establish and track any other metrics that
measure the value or benefits directly attributed to the use of the OT authority. Ideally these
metrics should measure the expected benefits from a cost, schedule, performance and
supportability perspective. If an Agreements Officer or Project Manager establish other metrics
that could be used across the board to measure the value or benefits directly attributed to the use
of the OT authority, these metrics should be identified as a"Best Practice” in accordance with
C3.2.3. procedures.
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C2.3 INTELLECTUAL PROPERTY

C2.3.1. General.

C2.3.1.1. Ascertain intellectual property requirements normally imposed by the Bayh-
Dole Act (35 U.S.C. 202-204) and 10 U.S.C. 2320-21 do not apply to Other Transactions,
Agreements Officers can negotiate terms and conditions different from those typically used in
procurement contracts. However, in negotiating these clauses, the Agreements Officer must
consider other laws that affect the government's use and handling of intellectual property, such as
the Trade Secrets Act (18 U.S.C. 1905); the Economic Espionage Act (18 U.S.C. 1831-39); the
Freedom of Information Act (5 U.S.C. 552); 10 U.S.C. 130; 28 U.S.C. 1498; 35 U.S.C. 205 and
207-209; and the Lanham Act, partially codified at 15 U.S.C. 1114 and 1122.

C2.3.1.2. Intellectua property collectively refersto rights governed by a variety of
different laws, such as patent, copyright, trademark, and trade secret laws. Due to the
complexity of intellectual property law and the critical role of intellectual property created under
prototype projects, Agreements Officers, in conjunction with the Program Manager, should
obtain the assistance of Intellectual Property Counsel as early as possible in the acquisition
process.

C2.3.1.3. The Agreements Officer should assess the impact of intellectual property rights
on the government’ s total life cycle cost of the technology, both in costs attributable to royalties
from required licenses, and in costs associated with the inability to obtain competition for the
future production, maintenance, upgrade, and modification of prototype technology. In addition,
insufficient intellectual property rights hinder the government's ability to adapt the developed
technology for use outside the initial scope of the prototype project. Conversely, where the
government overestimates the intellectual property rights it will need, the government might pay
for unused rights and dissuade new business units from entering into an Agreement. Bearing this
in mind, the Agreements Officer should carefully assess the intellectua property needs of the
government.

C2.3.1.4. In genera, the Agreements Officer should seek to obtain intellectual property
rights consistent with the Bayh-Dole Act (35 U.S.C. 201-204) for patents and 10 U.S.C. 2320-21
for technical data, but may negotiate rights of a different scope when necessary to accomplish
program objectives and foster government interests. The negotiated intellectual property clauses
should facilitate the acquisition strategy, including any likely production and follow-on support
of the prototyped item, and balance the relative investments and risks borne by the parties both in
past development of the technology and in future development and maintenance of the
technology. Due to the complex nature of intellectual property clauses, the clauses should be
incorporated in full text. Also, the Agreements Officer should consider the effect of other forms
of intellectual property (e.g., trademarks, registered vessel hulls, etc.), that may impact the
acquisition strategy for the technology.

C2.3.1.5. The Agreements Officer should ensure that the disputes clause included in the
agreement can accommodate specialized disputes arising under the intellectual property clauses,
such as the exercise of intellectual property marchin rights or the validation of restrictions on
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technical data or computer software.

C2.3.1.6. The Agreements Officer should consider how the intellectual property clauses
applicable to the awardee flow down to others, including whether to allow others to submit any
applicable intellectual property licenses directly to the government.

C2.3.1.7. Where the acquisition strategy relies on the commercial marketplace to
produce, maintain, modify, or upgrade the technology, there may be a reduced need for rightsin
intellectual property for those purposes. However, since the government tends to use technology
well past the norm in the commercial marketplace, the Agreements Officer should plan for
maintenance and support of fielded prototype technology when the technology is no longer
supported by the commercial market and consider obtaining at no additional cost a paid-up
unlimited license to the technology.

C2.3.1.8. The Agreements Officer should consider restricting awardees from licensing
technology developed under the Agreement to domestic or foreign firms under circumstances
that would hinder potential domestic manufacture or use of the technology. The Agreements
Officer must also be aware that export restrictions prohibit awardees from disclosing or licensing
certain technology to foreign firms.

C2.3.1.9. Additional Matters. The Agreements Officer should consider including in the
intellectual property clauses any additional rights available to the government in the case of
inability or refusal of the private party or consortium to continue to perform the Agreement. It
may also be appropriate to consider negotiating time periods after which the government will
automatically obtain greater rights (for example, if the original negotiated rights limited
government's rights for a specified period of time to permit commercialization of the
technology).

C2.3.2. Rightsin Inventions and Patents.

C2.3.2.1. The Agreements Officer should negotiate a patents rights clause necessary to
accomplish program objectives and foster the government’s interest. In determining what
represents a reasonable arrangement under the circumstances, the Agreements Officer should
consider the government’ s needs for patents and patent rights to use the developed technology,
or what other intellectual property rights will be needed should the agreement provide for trade
secret protection instead of patent protection.

C2.3.2.2. The agreement should address the following issues:

C2.3.2.2.1. Definitions. It isimportant to define all essential terms in the patent
rights clauses, and the Agreements Officer should consider defining a subject invention to
include those inventions conceived or first actually reduced to practice under the Agreement.

C2.3.2.2.2. Allocation of Rights. The Agreements Officer should consider allowing
the participant to retain ownership of the subject invention while reserving, for the government, a
nonexclusive, nontransferable, irrevocable, paid-up license to practice or have practiced for or on
19
CHAPTER 2



OT Guide, January 2001

behalf of the United States the subject invention throughout the world. In addition, the
agreement should address the government's rights in background inventions (e.g., inventions
created prior to or outside the agreement) that are incorporated into the prototype design and may
therefore affect the government's life cycle cost for the technology.

C2.3.2.2.3. March-in Rights. The Agreements Officer should consider negotiating
government march-in rights in order to encourage further commercialization of the technology.
While the march-in rights outlined in the Bayh-Dole Act may be modified to best meet the needs
of the program, only in rare circumstances should the march-in rights be entirely removed.

C2.3.2.2.4. Disclosure/Tracking Procedures. The Agreements Officer may consider
changing the timing of submission of the disclosures, elections of title, and patent applications.

C2.3.2.2.5. Option for Trade Secret Protection. The Agreements Officer may
consider alowing subject inventions to remain trade secrets as long as the government’ s interest
in the continued use of the technology is protected. In making this evaluation, the Agreements
Officer should consider whether alowing the technology to remain a trade secret creates an
unacceptable risk of athird party patenting the same technology, the government’ s right to
utilize this technology with third parties, and whether there are available means to mitigate these
risks outside of requiring patent protection.

C2.3.2.2.6. Additional Considerations. The Agreement Officer should consider
whether it is appropriate to include clauses that address Authorization and Consent, Indemnity,
and Notice and Assistance:

C2.3.2.2.6.1. Authorization and Consent. Authorization and consent policies
provide that work by an awardee under an agreement may not be enjoined by reason of patent
infringement and shifts liability for such infringement to the government (see 28 U.S.C. 1498).
The government's liability for damages in any such suit may, however, ultimately be borne by
the awardee in accordance with the terms of a patent indemnity clause (see 2.3.2.2.6.3). The
agreement should not include an authorization and consent clause when both complete
performance and delivery are outside the United States, its possessions, and Puerto Rico.

C2.3.2.2.6.2. Notice and Assistance. Notice policy requires the awardee to notify
the Agreements Officer of al claims of infringement that come to the awardeg’ s attention in
connection with performing the agreement. Assistance policy requires the awardee, when
requested, to assist the government with any evidence and information in its possession in
connection with any suit against the government, or any claims against the government made
before suit has been ingtituted that alleges patent or copyright infringement arising out of
performance under the agreement.

C2.3.2.2.6.3. Indemnity. Indemnity clauses mitigate the government's risk of
cost increases caused by infringement of a third-party owned patent. Such a clause may be
appropriate if the supplies or services used in the prototype technology developed under the
agreement normally are or have been sold or offered for sale to the public in the commercial
open market, either with or without modifications. In addition, where trade secret protection is
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allowed in lieu of patent protection for patentable subject inventions, a perpetual patent
indemnity clause might be considered as a mechanism for mitigating the risks described in
C2.3.2.2.5 above. The agreement should not include a clause whereby the government expressly
agrees to indemnify the awardee against liability for infringement.

C2.3.3. Rightsin Technical Data and Computer Software

C2.3.3.1. Asused in this section, “Computer software” means computer programs,
source code, source code listings, object code listings, design details, agorithms, processes, flow
charts, formulae and related material that would enable the software to be reproduced, recreated,
or recompiled. Computer software does not include computer data bases or computer software
documentation. “Computer software documentation” means owner's manuals, user's manuals,
installation instructions, operating instructions, and other similar items, regardless of storage
medium, that explain the capabilities of the computer software or provide instructions for using
the software. “Technical data’ means recorded information, regardiess of the form or method of
the recording, of a scientific or technical nature (including computer software documentation).
The term does not include computer software or data incidental to contract administration, such
as financial and/or management information.

C2.3.3.2. Technical Data Rights and Computer Software Rights refer to a combined
copyright, know-how, and/or trade secret license that defines the government’s ability to use,
reproduce, modify, release, and disclose technical data and computer software. The focus of
license negotiations often centers around the government’ s ability to release or disclose outside
the government. In addition, computer software licenses require additional consideration
because restrictions may impact the government's use, maintenance, and upgrade of computer
software used as an operational element of the prototype technology.

C2.3.3.3. The Agreement should address the following issues:

C2.3.3.3.1. Definitions. The Agreements Officer should ensure that all essential
terms are defined, including all classes of technical data and computer software, and all
categories of applicable license rights. Where the terms “technical data,” “computer software,”
“computer software documentation,” or other standard terms used in the DFARS are used in the
agreement, and this prototype technology is likely to be produced, maintained, or upgraded using
traditional procurement instruments, these terms must be defined the same as used in the DFARS
in order to prevent confusion.

C2.3.3.3.2. Allocation of Rights. The agreement must explicitly address the
government’ s rights to use, modify, reproduce, release, and disclose the relevant technical data
and computer software. The government should receive rightsin all technical data and computer
software that is developed under the agreement, regardless of whether it is delivered, and should
receive rightsin all delivered technical data and computer software, regardless of whether it was
developed under the agreement.

C2.3.3.3.3. Ddivery Requirements. While not required to secure the government's
rights in the technical data and computer software, if delivery of technical data, computer
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software, or computer software documentation is necessary, the Agreements Officer should
consider the delivery medium, and for computer software, whether that includes both executable
and source code. In addition, the Agreements Officer should consider including an identification
list detailing what technical data and computer software is being delivered with restrictions.

C2.3.3.3.4. Redtrictive Legends. The Agreements Officer should ensure that the
Agreement requires descriptive restrictive markings to be placed on delivered technical data and
computer software for which the government is granted less than unlimited rights. The
agreement should address the content and placement of the legends, with specia care to avoid
confusion between the classes of data defined by the agreement and the standard markings
prescribed by the DFARS. In addition, the agreement should presume that all technical data and
computer software delivered without these legends is delivered with unlimited rights.

C2.3.3.3.5. Specia Circumstances. The agreement should account for certain
emergency or specia circumstances in which the government may need additional rights, such as
the need to disclose technical data or computer software for emergency repair or overhaul.

C2.3.3.3.6. The Agreements Officer should aso account for commercial technical
data and commercial computer software incorporated into the prototype. As compared to non-
commercial technical data and computer software, the government typically does not require as
extensive rights in commercial technical data and software. However, depending on the
acquisition strategy, the government may need to negotiate for greater rights in order to utilize
the developed technology.

C2.4. RECOVERY OF FUNDS

C2.4.1. Title 10 U.S.C. 2371(d) providesthat an OT for a prototype project may include a
clause that requires a person or other entity to make paymentsto the DoD, or any other
department or agency of the Federal government, as a condition for receiving support under the
OT. Theamount of any such payment received by the Federal government may be credited to
the appropriate account established on the books of the U.S. Treasury Department by 10 U.S.C.
2371(d). The books of the Treasury include separate accounts for each of the military
departments and various agencies for this purpose.

C2.4.2. The intent of the authority to recover and reinvest fundsis to provide the Federal
government an opportunity to recoup some or all of its investment when government funds were
used to develop products that have applications outside the government. The recouped funds can
then be reinvested into other prototype projects. The Agreements Officer should consider if
there are expected applications beyond the government, and whether it is appropriate to include a
clause for recovery of funds. Agreements Officers should contact their agency's POC if this
authority will be used.

C2.4.2.1. Amounts so credited will be available for the same period that other fundsin
such accounts are available. Payments received under an agreement should be credited to
currently available appropriation accounts, even if the funds that were obligated and expended
under the agreement were from fiscal-year appropriations no longer available for obligation.
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Amounts credited to each currently available appropriation account are available for the same
time period as other funds in that account.

C2.4.2.2. Amounts so credited will be available for the same purpose that other fundsin
such accounts are available (i.e., prototype projects directly relevant to weapons or weapon
systems proposed to be acquired or developed by the DaD).

C2.5 PROTECTION OF CERTAIN INFORMATION FROM DISCLOSURE AND
APPROPRIATE SECURITY REQUIREMENTS

C2.5.1. Specificaly Exempted Information Certain types of information submitted to the
Department in a process having the potential for award of an OT are exempt from disclosure
requirements of 5 U.S.C. 552 (the Freedom of Information Act-FOIA) for a period of five years
from the date the Department receives the information. Specifically, 10 U.S.C. 2371(i), as
amended, provides that disclosure of this type of information is not required, and may not be
compelled, under FOIA during that period if a party submits the information in a competitive or
noncompetitive process having the potential for an award of an other transaction. Such
information includes the following:

C2.5.1.1. A proposal, proposa abstract, and supporting documents.
C2.5.1.2. A business plan submitted on a confidential basis.
C2.5.1.3. Technica information submitted on a confidential basis.
C2.5.2. Noticeto Offerors. The Agreements Officer should include a notice in solicitations
that requires potential offerors to mark business plans and technical information that are to be

protected for five years from FOIA disclosure with alegend identifying the documents as being
submitted on a confidential basis.

C2.5.3. Generally Exempted Information The types of information listed above may
continue to be exempted, in whole or in part, from disclosure after the expiration of the
five-year period if it falls within an exemption to the FOIA such as trade secrets and commercial
or financial information obtained from a person and privileged or confidential.

C2.5.4. Security Requirements. DoD security management and handling requirements
outlined in regulations such as DoD 5200.1-R and DoD 5400.7-R apply to prototype other
transactions.

C2.6. CONSORTIA/JOINT VENTURES

C2.6.1. Legally responsible entity. Agreements Officers should ensure that an OT for a
prototype project is entered into with an entity that is legally responsible to execute the
agreement. That entity may be a single contractor, joint venture, consortium (or a member
thereof), or atraditional prime/sub relationship.
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C2.6.2. Deciding how to execute. Agreements Officers should be aware of the risks
associated with entering into an agreement with a member on behalf of a consortium that is not a
legal entity, i.e., not incorporated. Agreements Officers should review the consortium’s Articles
of Collaboration with legal counsel to determine whether they are binding on all members with
respect to the particular project at issue. After having done so, Agreements Officers should, in
consultation with legal counsel, determine the best way to execute the agreement ; either with one
member as responsible for the entire agreement, with all members or with one member on behal f
of the consortium.

C2.7. CONSIDERATION OF PROTECTIONS PROVIDED IN LAW

Asthe Appendix 1, List of Inapplicable Statutes, indicates many of the statutory protections
pertaining to a procurement contract do not apply to OTs. Though not applicable, the
Agreements Officer is not precluded from and should consider applying the principles or
provisions of any inapplicable statute that provides important protections to the government, the
participants or participants employees. For example, the Agreements Officer should not
typically award an OT to a company or individual that is suspended or debarred. The
Agreements Officers may also want to consider whether whistleblower protections should be
included in the agreement, especiadly if the prime awardee is a company that typically does
business with the DoD.

C2.8. AGREEMENT FUNDING

C2.8.1. Funding Redtrictions. Examples of laws not applicable to OTs include the Buy
American Act (41 U.S.C. 10a-d) and the Berry Amendment (10 U.S.C. 2241 note). However,
Agreements Officers should consult with legal counsel to determine the applicability of funding
restrictions (e.g., prohibitions on the use of funds for certain items from foreign sources) found in
appropriations acts to this particular prototype project.

C2.8.2. Funding Requirements. Acquisition funding requirements are applicable to
prototype OTs and are contained in agency fiscal regulations. No Agreements Officer or
employee of the government may create or authorize an obligation in excess of the funds
available, or in advance of appropriations (Anti-Deficiency Act, 31 U.S.C. 1341), unless
otherwise authorized by law.

C2.8.3. Limits on Government Liability. When agreements provide for incremental funding
or include cost-reimbursement characteristics, the Agreements Officer should include
appropriate clauses that address the limits on government obligations.

C2.9. PROTESTS

The GAO protest rules do not apply to OTs for prototype projects. Solicitations that envision
the use of an OT should stipulate the offerors’ rights and procedures for filing a protest with the
agency, using either the agency’s established agency-level protest procedure or an OT-specific
procedure.
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C2.10. FLOW DOWN

The Agreements Officer should consider which of the OT clauses the awardee should be
required to flow down to participants of the agreement. In making this decision, the Agreements
Officer should consider both the needs of the government (e.g., audits) and the protections (e.g.,
intellectual property) that should be afforded to all participants.

C2.11. PRICE REASONABLENESS

C2.11.1. DataNeeded. The government must be able to determine that the amount of the
agreement is fair and reasonable. The Agreements Officer may require the awardees to provide
whatever data are needed to establish price reasonableness, including commercial pricing data,
market data, parametric data, or cost information. However, the Agreements Officer should
attempt to establish price reasonabl eness through other means before requesting cost
information. If cost information is needed to establish price reasonableness, the government
should obtain the minimum cost information needed to determine that the amount of the
agreement is fair and reasonable.

C2.11.2. Advisory Services DCAA, acting in an advisory capacity, is available to provide
financial advisory services to the Agreements Officer to help determine price reasonableness.
DCAA can provide information on the reasonableness of the proposed cost elements and any
proposed contributions, including non-cash contributions. DCAA can aso assist in the pre-
award phase by evaluating the awardee's proposed accounting treatment and whether the
awardee's proposed accounting system is adequate to account for the costs in accordance with the
terms of the agreement.

C2.12. ALLOWABLE COSTS

C2.12.1. General. This section applies only when the agreement uses amounts generated
from the awardee's financial or cost records as the basis for payment (e.g., interim or actual cost
reimbursement including payable milestones that provide for adjustment based on amounts
generated from the awardee's financial or cost records) or requires at least one third of the total
costs to be provided by non-federal parties pursuant to statute.

C2.12.2. Use of Funds. The agreement should stipulate that federal funds and the OT
awardee’ s cost sharing funds, if any, are to be used only for costs that a reasonable and prudent
person would incur in carrying out the prototype project.

C2.12.3. Allowable Costs Requirements.  In determining whether to include some or all of
the allowable cost requirements contained in the Cost Principles (48 CFR Part 31), the
Agreements Officer should consider the guidance contained in the section entitled "Accounting
Systems’.

C2.13. ACCOUNTING SYSTEMS

C2.13.1. General. This section applies only when the agreement uses amounts generated
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from the awardee's financial or cost records as the basis for payment (e.g., interim or actual cost
reimbursement including payable milestones that provide for adjustment based on amounts
generated from the awardee's financial or cost records) or requires at least one third of the total
costs to be provided by non-federal parties pursuant to statute. In these cases, the Agreements
Officer should consider including a clause that requires the awardee to consider key participants
accounting system capabilities when a key participant is contributing to the statutory cost share
requirement or is expected to receive payments exceeding $300,000 that will be based on
amounts generated from financial or cost records.

C2.13.2. System Capability. When structuring the agreement, the Agreements Officer must
consider the capability of the awardee's accounting system. Agreements should require that
adequate records be maintained to account for federal funds received and cost-sharing, if any.

C2.13.2.1. The Agreements Officer should not enter into an agreement that provides for
payment based on amounts generated from the awardee's financial or cost records if the awardee
does not have an accounting system capable of identifying the amounts/costs to individual
agreements/contracts. Thisis normally accomplished through ajob order cost accounting
system, whereby the books and records segregate direct costs by agreement/contract, and
includes an established allocation method for equitably allocating indirect costs among
agreements/contracts. However, any system that identifies direct costs to agreements/contracts
and provides for an equitable allocation of indirect costs is acceptable.

C2.13.2.2. When the awardee has a system capable of identifying the amounts/costs, the
agreement should utilize the awardee's existing accounting system to the maximum extent
practical. The agreement should include a clause that documents the basis for determining the
interim or actual amounts/costs, i.e., what constitutes direct versus indirect costs and the basis for
alocating indirect costs. Agreements that impose requirements that will cause an awardee to
revise its existing accounting system are discouraged.

C2.13.2.3. When the business unit receiving the award is not performing any work
subject to the Cost Principles (48 CFR Part 31) and/or the Cost Accounting Standards (48 CFR
Part 99) at the time of award, the Agreements Officer should structure the agreement to avoid
incorporating the Cost Principles and/or CAS requirements, since such an incorporation may
require the awardee to revise its existing accounting system.

C2.13.2.4. When the business unit receiving the award is performing work that is subject
to the Cost Principles and/or CAS requirements, then the awardee will normally have an existing
cost accounting system that complies with those requirements. In those cases, the Agreements
Officer should consider including those requirements in the agreement unless the awardee can
demonstrate that the costs of compliance outweigh the benefits (e.g., the awardee is no longer
accepting any new CAS and/or FAR covered work, the agreement does not provide for
reimbursement based on amounts/costs generated from the awardee's financial or cost records,
the work will be performed under a separate accounting system from that used for the CAS/FAR
covered work).

C2.13.4. DCAA. DCAA isavailable to provide information on the status of the awardee’s
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accounting system or to respond to any questions regarding accounting treatment to be used for
the other transaction.

C2.14. AUDIT. NOTE: This section summarizes draft audit policy. It authorizes use of
outside Independent Public Accountants (IPAS) in certain circumstances, without prior approval
from the DoD Office of the Inspector General (OIG), for awards through September 30, 2004.
Given the potential impact this could have on the public, this policy will be publicized in the
Federal Register for public comment. The proposed policy is described below and should be
used in the interim, to the maximum extent practicable, to assist the Agreements Officer in
understanding when audit access is needed and in structuring access clauses.  If the Agreements
Officer encounters problems caused by this proposed policy, the Agreements Officer should
identify the problems and offer suggested changes to the Agency POC (see C3.2.3.) for
consideration in drafting the final guidance. The Agreements Officer may aso contact the
DCAA or DDP financial/audit POCs for advice in implementing this section.

C2.14.1. Genera. This section applies only when an agreement uses amounts generated
from the awardee's financial or cost records as the basis for payment (e.g., interim or actual cost
reimbursement including payable milestones that provide for adjustment based on amounts
generated from the awardee's financial or cost records) or requires at least one third of the total
costs to be provided by non-federal parties pursuant to statute. In such circumstances,
Agreements Officers should include appropriate audit access clauses in the agreement.  Some
sample clauses are provided at Appendix 5. Agreements Officers may use these clauses or tailor
them, but should structure clauses that are consistent with the guidance in this section. In
addition, Agreements Officers should require the awardee to insert an appropriate audit access
clause in awards to key participants that contribute to the statutory cost share requirement or are
expected to receive payments exceeding $300,000 that will be based on amounts generated from
financia or cost records. Unless otherwise permitted by the Agreements Officer, the sample
clausesin Appendix 5 should be atered by the awardee only as necessary to identify properly the
contracting parties and the Agreements Officer.

C2.14.2. Frequency of Audits. Audits of agreements will normally be performed only when
the Agreements Officer determines it is necessary to verify awardee compliance with the terms
of the agreement.

C2.14.3. Means of accomplishing any required audits.

C2.14.3.1. Single Audit Act. The provisions of the Single Audit Act (Public Law 104-
156, dated 5 July 1996) should be followed when the awardee or key participant is a state
government, local government, or nonprofit organization whose federal procurement contracts
and financial assistance agreements are subject to that Act. The Single Audit Act isimplemented
by OMB Circular A-133, "Audits of Institutions of Higher Education and Other Nonprofit
Institutions,” and DoD Directive 7600.10, "Audits of State and Local Governments, I nstitutions
of Higher Education, and Other Nonprofit Institutions.” The Single Audit Act is intended to
minimize duplication of audit activity and provides for the use of independent public
accountants, to conduct annual audits of state or local governments and educational or other
nonprofit institutions.
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C2.14.3.2. Business Units Currently Performing on Procurement Contracts subject to the
Cost Principles or Cost Accounting Standards. DCAA should be used to perform any necessary
auditsif, at the time of agreement award, the awardee or key participant is a business unit that is
performing a procurement contract subject to the Cost Principles (48 CFR Part 31) and/or Cost
Accounting Standards (48 CFR Part 99) and is not subject to the Single Audit Act. Any decision
to not use DCAA in such cases must be approved by the DoD OIG prior to awarding an
agreement that provides for the possible use of an outside auditor. When such cases arise,
Agreements Officers should contact the Assistant Inspector General for Auditing. Ms. Pat
Brannin of the OIG can provide assistance and can be reached at 703-604-8802 or by e-mail at
pbrannin@dodig.osd.mil.

C2.14.3.3. Business Units Not Currently Performing on Procurement Contracts subject to
the Cost Principles or Cost Accounting Standards. DCAA or a quaified outside IPA may be
used for any necessary auditsif, at the time of agreement award, the awardee or key participant
is abusiness unit that is not performing a procurement contract subject to the Cost Principles or
Cost Accounting Standards, and is not subject to the Single Audit Act. An outside IPA should
be used only when there is a statement in the Agreements Officer's file that the business unit is
not performing a procurement contract subject to the Cost Principles or Cost Accounting
Standards at the time of agreement award, and will not accept the agreement if the government
has access to the business unit's records. Agreements Officer should grant approval to use an
outside IPA in these instances and provide a Part 3 input to the congressional report submission
(see C3.2.1)) that identifies, for each business unit that is permitted to use an IPA: the business
unit's name, address and the expected value of its award. The IPA will be paid by the awardee or
key participant, and those costs will be reimbursable under the agreement based on the business
unit's established accounting practices and subject to any limitations in the agreement. The
Agreements Officer, with advice from the OIG, will be responsible for determining whether 1PA
audits have been performed in accordance with Generally Accepted Government Auditing
Standards.

C2.14.3.3.1. Necessary Provisions. The audit clause should include the following
provisions when the use of an outside |PA is authorized:

1) The audit shall be performed in accordance with Generally Accepted Government
Auditing Standards (GAGAYS).

2) The Agreements Officer's authorized representative shall have the right to
examine the IPA's audit report and working papers for a specified period of time (normally three
years) after final payment, unless notified otherwise by the Agreements Officer.

3) TheIPA shall send copies of the audit report to the Agreements Officer and the
Assistant Inspector General (Audit Policy and Oversight) [AIG(APO)], 400 Army Navy Drive,
Suite 737, Arlington, VA 22202.

4) The IPA shall report instances of suspected fraud directly to the DoDIG.
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5) When the Agreements Officer determines (subject to appeal under the disputes
clause of the agreement) that the audit has not been performed within twelve months of the date
requested by the Agreements Officer, or has not been performed in accordance with GAGAS or
other pertinent provisions of the agreement (if any), the government shall have the right to
require corrective action by the awardee or key participant, and if warranted, at no additional
cost to the Government. The awardee or key participant may take corrective action by having
the IPA correct any deficiencies identified by the Agreements Officer, by having another 1PA
perform the audit, or by electing to have a Government representative perform the audit. If
corrective action is not taken, the Agreements Officer shall have the right to take one or more of
the following actions:

(& Withhold or disalow a percentage of costs until the audit is completed
satisfactorily;

(b) Suspend performance until the audit is completed satisfactorily; and/or
() Terminate the agreement.

6) If it isfound that the awardee or key participant was performing a procurement
contract subject to Cost Principles (48 CFR Part 31) and/or Cost Accounting Standards (48 CFR
Part 99) at the time of agreement award, the Agreements Officer, or an authorized representative,
shall have the right to audit sufficient records of the awardee to ensure full accountability for all
government funding or to verify statutorily required cost share under the agreement. The
awardee or key participant shall retain such records for a specified period of time (normally three
years) after final payment, unless notified otherwise by the Agreements Officer.

C2.14.3.3.2. Awardee Responsibilities. Agreements should require the awardee to
include the "Necessary Provisions' in agreements with key participants that receive total
payments exceeding $300,000 that are based on amounts generated from cost or financial records
or contribute towards statutory cost share requirements and provide for use of an IPA. In such
cases, the awardee should be required to provide written notice, identifying the business unit
name and address and expected value of award, to the Agreements Officer. However, where the
awardee and key participant agree, the key participant may provide the information directly to
the Agreements Officer.

C2.14.4. Scope of required audits. The Agreements Officer should coordinate with the
auditor regarding the nature of any review to be conducted. The Agreements Officer may request
atraditional audit, where the auditor determines the scope of the review. The Agreements
Officer may also request areview of specific cost elements. While the auditor also determines
the scope of these reviews, the reviews are limited to those cost elements specified by the
Agreements Officer (e.g., request areview of only the direct labor costs). The Agreements
Officer may aso request another type of review called agreed-upon procedures. Under this
review, the Agreements Officer not only specifies the cost elements to be reviewed, but also
specifies the procedures to be followed in conducting that review (e.g., verify the costs claimed
to the awardee's General Ledger and Job Cost Ledger).
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C2.14.5. Length and extent of access.

C2.14.5.1. Agreements should provide for the Agreements Officer's authorized
representative to have direct access to sufficient records to ensure full accountability for all
government funding or statutorily required cost share under the agreement (or in the case where
an outside IPA is used--1PA audit reports and working papers) for a specified period of time
(normally three years) after final payment, unless notified otherwise by the Agreements Officer.

C2.14.5.2. In accordance with statute, if the agreement gives the Agreements Officer or
other DoD component official access to a business unit records, the DoDIG and GAO get the
same access to those records.

C2.15 COMPTROLLER GENERAL ACCCESS

Section 801 of the National Defense Authorization Act for Fiscal Year 2000 establishes a
requirement that an OT for a prototype project that provides for paymentsin a total amount in
excess of $5,000,000 include a clause that provides Comptroller General access to records.
Because this is a mandatory requirement that has a substantial impact on the public, the
InterimRule implementing this law was published in the Federal Register, became effective July
5, 2000, is codified in Part 3 of Section 32 of the Code of Federal Regulations, Subtitle A,
Chapter |, and is attached as Appendix 4. Section 804 of the Floyd D. Spence National Defense
Authorization Act for Fiscal Year 2001 provides clarification that limits access in certain
situations. The Final Rule implementing sections 801 and 804 is currently being coordinated and
will be published in the Federal Register prior to being implemented. Appendix 4 of this Guide
will be updated when the Final Rule is effective.

C2.16. COST SHARING

C2.16.1. When Applicable. One authorized reason to use OT authority for prototype projects
isif anontraditional defense contractor is not participating to a significant extent in the prototype
project and at least one third of the total cost of the prototype project is to be paid out of funds
provided by the parties to the transaction other than the federal government (see section C1.5.1).
However, the government should not generally mandate cost-sharing requirements for defense
unique items so use of OT authority that invokes cost-sharing requirements should typically be
[imited to those situations where there are commercia or other benefits to the awardee.

C2.16.2. Statutory Redtrictions. When a nontraditional defense contractor is not
participating to a significant extent in the prototype project and cost-sharing is the reason for
using OTA, then the non-federal amounts counted as provided, or to be provided, by a party to
the OT agreement (including any entity that participates in the performance of the agreement or
a subordinate element of the party or entities) may not include costs that were incurred before the
date on which the OT agreement becomes effective. Costs that were incurred for a prototype
project by a party, entity or subordinate element after the beginning of negotiations, but prior to
the date the OT agreement becomes effective may be counted for purposes of this subsection as
being provided, or to be provided, by the party, entity or subordinate element to the OT
agreement if and to the extent that the Agreements Officer determines in writing that (i) the
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party, entity or subordinate element incurred the costs in anticipation of entering into the OT
agreement; and (ii) it was appropriate for the party, entity or subordinate el ement to incur the
costs before the OT agreement became effective in order to ensure the successful implementation
of the OT agreement.

C2.16.3. Nature of cost-share. The Agreements Officer should understand and evaluate the
nature of the cost share. Cost sharing should generally consist of labor, materials, equipment,
and facilities costs (including allocable indirect costs).

C2.16.3.1. Awardees that have cost-based procurement contracts may treat their cost
share as adirect effort or as Independent Research and Development (IR&D). IR&D is
acceptable as cost sharing, even though it may be reimbursed by the government through other
awards. It is standard business practice for all for-profit firms, including commercial companies,
to recover R& D costs (which for procurement contracts is recovered as |R& D) through prices
charged to their customers. Thus, the Cost Principles (48 CFR Part 31) alow afor-profit firm
that has cost-based procurement contracts to recover through those contracts an allocable portion
of the IR&D costs.

C2.16.3.2. Any part of the cost share that includes an amount for afully depreciated
asset should be limited to a reasonable usage charge. In determining the reasonable usage
charge, the Agreements Officer should consider the original cost of the asset, total estimated
remaining useful life at the time of negotiations, the effect of any increased maintenance charges
or decreased efficiency due to age, and the amount of depreciation previously charged to
procurement contracts and subcontracts. In determining the amount of cost sharing, the
agreement should not count, as part of the awardee's cost share, the cost of government-funded
research, prior IR&D, or indirect costs that are not allocable to the "other transaction.”

C2.16.4. Accounting treatment. The Agreements Officer should have a clear
understanding of the awardee's accounting treatment for cost share. While the Agreements
Officer should not include any provisions that would require the awardee to use a specific
method of cost charging (i.e., direct or IR& D), the awardee may have procurement contracts
subject to the CAS that could be affected by an awardee's inconsistent accounting treatment. |If
an awardee accounts for some of the costs incurred under the agreement as direct effort and other
costs as IR&D, the contractor will be in noncompliance with CAS 402 relative to its CAS-
covered procurement contracts. Thus, if the awardee is using IR&D as its cost share and is
performing a CAS-covered procurement contract at the time of agreement award, the
Agreements Officer should request the awardee to disclose how it intends to treat the
government cost share of the agreement (i.e., as IR&D or as direct effort). If the awardee states
that it intends to treat the government cost share as direct effort, the Agreements Officer must
notify the cognizant Administrative Contracting Officer (ACO). The cognizant ACO can be
identified by querying the DCMA website that matches contractors with their ACOs. The
website can be accessed through the DCMA home page: http://www.dcma.mil (click on "Find a
Contract Admin Team") or by going directly to the query website:
http://laxweborsl.dcmdw.dla.mil/srk/owala erts.pb_query

C2.16.5. Equity when sharing costs. Generally the government’ s payments or financing
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should be representative of its cost share as the work progresses, rather than front loading
government contributions. Other transactions that require cost sharing should generaly provide
for adjustment of government or private sector investment or some other remedy if the other
party is not able to make its required investment. Such other transactions should address the
procedures for verifying cost share contributions, the conditions that will trigger an adjustment
and the procedures for making the adjustment.

C2.16.6. Financial reporting. Other transactions that use amounts generated from the
awardee's financial or cost records as the basis for payment, or require at least one third of the
total costs to be provided by non-federal parties pursuant to statute, should require financia
reporting that provides appropriate visibility into expenditures of government funds and
expenditures of private sector funds and provide for appropriate audit access (see C2.14).

C2.17. PAYMENTS
C2.17.1. General.

C2.17.1.1. Profit or feeis permitted for awardees of OTs for prototype projects; but
generally should not be permitted on projects that are cost-shared.

C2.17.1.2. Thereisno one means of providing payments for OTs. The agreement must
identify clearly the basis and procedures for payment. Consider the following in drafting the
agreement payment clauses:

C2.17.1.2.1. Are payments based on amounts generated from the awardee's financial
or cost records? In determining whether the agreement should provide for reimbursement based
on the awardee's financial or cost records, the Agreement Officer should consider the guidance
contained in the section entitled "Accounting Systems'.

C2.17.1.2.2. Are the payment amounts subject to adjustment during the period of
performance?

C2.17.1.2.3. If the payments can be adjusted, what is the basis and process for the
adjustment?

C2.17.1.2.4. What are the conditions and procedures for final payment and
agreement close-out?

C2.17.1.2.5. Isaninterim or final audit of costs needed?
C2.17.2. Payable Milestones There is not one uniform clause or set of procedures for

payable milestones. Payable milestone procedures vary, depending on the inherent nature of the
agreement.

C2.17.2.1. Fixed payable milestones. Thisis the preferred form of payable milestone.
Agreements with fixed price characteristics may contain payable milestone clauses that do not
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provide for adjustment based on amounts generated from the awardee's financial or cost records.
In these cases, this fact should be clear in the agreement and the negotiated payable milestone
values should be commensurate with the estimated value of the milestone events.

C2.17.2.2. Adjustable payable milestones. Alternatively, agreements may provide for
payable milestones to be adjusted based on amounts generated from the awardee's financial or
cost records. When this is the case, the agreement must address the procedures for adjusting the
payable milestones, including consideration of the guidance contained in the section entitled
"Accounting Systems'. Payable milestones should be adjusted as soon as it is reasonably
evident that adjustment is required under the terms of the agreement.

C2.17.3. Advance Payments. Generally, the government should avoid making advance
paymentsto the OT awardee.

C2.17.3.1. Requirement to establish an interest bearing account. If advance payments
are authorized, the agreement should require the OT awardee to maintain funds in an interest-
bearing account unless one of the following applies:

C2.17.3.1.1 the OT awardee receives less than $120,000 in Federal awards per year;

C2.17.3.1.2. the best reasonably available interest bearing account would not expect
to earn interest in excess of $250 per year on such cash advances,

C2.17.3.1.3. the depository would require an average or minimum balance so high
that it would not be feasible within the expected cash resources for the project.

C2.17.3.1.4. or the advance payments are made one time to reduce financing costs
for large up-front expenditures and the funds will not remain in the awardee's account for any
significant period of time.

C2.17.3.2 Interest earned. The interest earned should be remitted annually to the
Administrative Agreements Officer. The Administrative Agreements Officer shall forward the
funds to the responsible payment officer, for return to the Department of the Treasury’s
miscellaneous receipts accounts.

C2.17.4. Provisiona Indirect Rates on Interim Payments

When the agreement provides for interim reimbursement based on amounts generated
from the awardee's financial or cost records, any indirect rates used for the purpose of that
interim reimbursement should be no higher than the awardee's provisionally approved indirect
rates, when such rates are available.
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C2.18. PROPERTY

C2.18.1. Genera. The government is not required to, and generally should not, take title to
property acquired or produced by a private party signatory to an OT except property the
agreement identifies as deliverable property. In deciding whether or not to take title to property
under an other transaction, the government should consider whether known or future efforts may
be fostered by government ownership of the property.

C2.18.2. Requirements and Guidance - Government Title. If the government takes title to
property or furnishes government property, then the property is subject to statutes pertaining to
the treatment and disposition of government property and a property clause must be included in
the agreement. The property clause must be consistent with the Federal Property and
Administrative Services Act and, as a minimum, should address the following:

C2.18.2.1. A list of property to which the government will obtain title;

C2.18.2.2. Whether the awardee or the government is responsible for maintenance,
repair, or replacement;

C2.18.2.3. Whether the awardee or the government is liable for loss, theft, destruction of,
or damage to the property;

C2.18.2.4. Whether the awardee or the government is liable for loss or damage resulting
from use of the property; and

C2.18.2.5. The procedures for accounting for, controlling, and disposing of the property.
(When the awardee is a company that does not traditionally do business with the government, the
company's commercial property control system should generally be used to account for
government property.)

C2.18.3. Additional Government-Furnished Property Requirements The other transaction
agreement should specify:

C2.18.3.1. What guarantees (if any) the government makes regarding the property’s
suitability for its intended use, the condition in which the property should be returned, and any
limitations on how or the time the property may be used; and

C2.18.3.2. A list of property the government will furnish for the performance of the
agreement.

C2.18.4. Codst-Sharing Considerations. When the private party signatory has title to property
that will be factored into the signatory’ s cost share amount, the private party signatory and the
government must agree on the method for determining the value of the property.

C2.19. CHANGES

C2.19.1. Method of change. The agreement should address how changes will be handled.
The Agreements Officer should consider whether the government should have the right to make
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aunilateral change to the agreement, or whether all changes should be bilateral. The fact that
unilateral changes may lead to disputes and claims, particularly in agreements with fixed-priced
characteristics, should be considered.

C2.19.2. Need for unilateral change. The government may need the right to make a
unilateral change to the agreement to ensure that critical requirements are met. If a significant
cost contribution is not expected from the OT awardee, then the government should normally
retain its right to make a unilateral change. The awardee should be entitled to an equitable
adjustment for any unilateral change that caused an increase or decrease in the cost of, or the
time required for, performance.

C2.19.3. Accounting Systems. In determining the method to be used to compute the amount
of the equitable adjustment (monies due as aresult of a change), the Agreement Officer should
consider the guidance contained in the section entitled, Accounting Systems.

C2.20. DISPUTES

C2.20.1. Process. Although OTs are not subject to the Contract Disputes Act, an OT dispute
can be the subject of aclaim in the Court of Federal Claims. Agreement Officers should ensure
each OT addresses the basis and procedures for resolving disputes.

C2.20.2. Alternate Disputes Resolution (ADR). Agreements Officers should seek to reduce
the risk of costly litigation by negotiating disputes clauses which maximize the use of ADR
when possible and appropriate. Agreements Officers should consult with the ADR Specialist in
their organization for assistance in crafting ADR clauses.

C2.21. TERMINATION

C2.21.1. Basisfor termination Agreements Officers should consider termination clauses
(both for convenience or for cause) in light of the circumstances of the particular OT prototype
project. A unilateral government termination right is appropriate. In cases in which thereis an
apportionment of risk allocation and cost shares, it could be appropriate to alow an awardee
termination right aswell. Such a termination could occur in instances in which an awardee
discovers that the expected commercia value of the prototype technology does not justify
continued investment or the government fails to provide funding in accordance with the
agreement. Termination clauses should identify the conditions that would permit terminations
and include the procedures for deciding termination settlements. Two examples of procedures
for deciding termination amounts include (1) providing for no payment beyond the last
completed payable milestone or (2) recognizing that the termination settlement costs are subject
to negotiation. The latter procedure must be used when the agreement requires that at |east one
third of the total costs to be provided by non-federal parties pursuant to statute.

C2.21.2. Remedies. Agreements Officers should consider whether the government
should be provided the opportunity to terminate for cause, tailoring clauses to discourage
defaultsin line with the agreement’ s overall alocations of risk. When agreements provide the
government the right to terminate for cause or provide the awardee the right to terminate, the
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agreement should address what remedies are due to the government. For example, it may be
appropriate to require recoupment of the government's investment or to obtain unlimited or
government purpose license rights to intellectual property created during performance that are
necessary to continue a prototype project.

C2.21.3. Accounting Systems. If termination settlement costs are expected to be the
subject of negotiation based on amounts generated from the awardee's financia or cost records,
then the Agreements Officer should consider the guidance contained in the sections entitled
Allowable Costs, Accounting Systems and Audit.

C2.21.4. Caution If the Agreements Officer is attempting to establish a fixed-price type
of agreement, the awardee should not typically have the right to terminate. 1f the Agreements
Officer decides there are reasons to provide the awardee the right to terminate, then termination
settlements should be limited to the payable milestone amount of the last completed milestone.

C2.22. AWARDEE REPORTING

C2.22.1. Performance Reporting. The awardee is responsible for managing and monitoring
each prototype project and all participants. The solicitation and resulting agreement should
identify the frequency and type of performance reports necessary to support effective
management. Effective performance reporting addresses cost, schedule and technical progress.
It compares the work accomplished to the work planned and the actual cost and explains any
variances. There is not a "one-size-fits-all" approach. There could be little, if any, performance
reporting required if the agreement price is fixed and financing is provided by fixed payable
milestones. However, if thisis not the case, performance reporting will be necessary.

C2.22.1.1. Teaming arrangements. If an awardee is teaming with other companies (e.g.,
consortium, joint venture) for the prototype project, the Agreements Officer should consider if
performance reporting on all team members would be appropriate.

C2.22.1.2. DoD 5000.2-R earned value requirements. Prototype projects that meet the
dollar criteria or risk management considerations discussed in DoD 5000.2-R, must follow the
earned value management systems guidance therein unless awaiver is obtained as specified in
the DoD 5000.2-R. When cost performance reporting is required, the Project Manager is
encouraged to seek appropriate experts to advise on the elements of performance management
visibility and tailor the report to obtain only the information needed for effective management
control.

C2.22.1.3. DoD 5000.2-R requirements for cost summary reports. When a prototype
project may evolve into a magjor defense acquisition program, it is advisable for the prototype
Project Manager to contact the Cost Analysis Improvement Group (CAIG) Executive Secretary.
The CAIG isresponsible for collecting actual costs of prototype systems and for using these cost
data in their statutory role of developing independent cost estimates for our acquisition
executives. If the CAIG concludes there is no other available source of relevant cost
information, a summary cost report may be required. The agreement should provide for delivery
of an appropriate cost summary report if the program and OT agreement meet the criteria
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contained in section 6.4.1. of the DoD 5000.2-R. Such a cost report would generally bein OT
awardee-specified format and provide data in a product-oriented structure. The report would be
submitted to the contractor Cost Data Report Project Office located at 1111 Jefferson Davis
Highway, Suite 500, Arlington, Virginia.

C2.22.2. Technical Report. DaD Instruction 3200.14 requires the agency to deliver a
technical report to the Defense Technology Information Center (DTIC) upon completion of
research and engineering projects. A SF 298 "Report Documentation Page” is established for that
purpose. Agreements should include a requirement for the OT awardee to provide the
appropriate information to the Agreements Officer so the agency is able to submit required
reports to DTIC.

C2.22.3. Link to Payment. Agreements Officers, in consultation with the Project Manager,
should consider whether reports required of the OT awardee are important enough to warrant
establishment of line items or separate payable milestones or if report requirements should be
incorporated as a part of alarger line item or payable milestone. In either case, an appropriate
amount should be withheld if areport is not delivered.

C2.23. ADMINISTRATION

C2.23.1. Documentation It isvital that Administrative Agreements Officers receive all
pertinent documentation to ensure the effective administration of the agreement.

C2.23.2. Corrective action It isthe Administrative Agreements Officer’s responsibility to
ensure that all terms and conditions of the agreement are being satisfied. If the OT awardee has
failed to comply with any term of the agreement, the Administrative Agreements Officer must
take timely, appropriate action to remedy the situation.

C2.24. AGREEMENT CLOSE-OUT

The DCMA One Book includes procedures on close-out; it can be found at
http://www.DCMA.mil. The One Book is listed under "Policy/Processes.” Closeout, Chapter
10.2, is under Section 10.0, Contract Closeout Services. Guidance that will facilitate agreement
close-out is provided throughout this guide, in areas such as audit requirements, cost sharing,
payments, property, patents, and OT awardee reports.
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C3. CHAPTER 3

GOVERNMENT PROTOTY PE PROJECT REPORTING REQUIREMENTS

C3.1. Reports required for all prototype projects The report submissions identified in this
section are the Department's means of explaining the value to the government of the OT
acquisition tool. Electronic formats for these reports can be found at http://www.acq.osd.mil/dp
(under Defense Systems Procurement Strategies). Table C3.T1 provides a summary of reports
the Agreements Officer and Project Manager are responsible for preparing and identifies when
these reports must be prepared and submitted to the Agency POC.

Reports Required for all Prototype Other Transactions

Reports Freg Prepare Approving Submit To Final
Official Desti-
nation
Input to Report 1X Prior to Award AW Within10 | Agency DDP &
to Congress (unless Agency days of POC Congress
recoup) procedures award
DD 2759 With each IAW Within 10 Agency | Agency
obligation or Agency days of POC & POC
deobligation | procedures action DIOR
TableC3.T1

C3.1.1 Report to Congress. Title 10, U.S.C. 2371(h) requires a report be submitted to
Congress each year by December 31 for awards made in the preceding fisca year, pursuant to
this authority. Thisincludes, for prototype projects that use this authority, al initial awards, new
prototype projects added to existing agreements, and options exercised or new phases awarded .
RCS#DD-A-T(A)1936 has been assigned to this annual report requirement. This guide changes
the proceduresfor submitting the report. Each Agreements Officer must prepare areport
submittal for the prototype project prior to awarding the prototype project. The format and
instructions for preparing this report are provided at Appendix 2. It is imperative that the reason
justifying use of OTA (see C1.5 and C2.1.3.1.2) be addressed in the answers to the questions
regarding how the use of an OT is expected to contribute to a broadening of the technology and
industrial base and foster new relationships and practices that support national security. This
report will be approved in accordance with agency procedures, no lower then the agreement
approval level. The approved report will be submitted to your agency POC within 10 days of
award. For prototype projects awarded in FY 2001, prior to the effective date of this guide, the
Agreements Officer must submit the report to the agency POC within 60 days of the effective
date of the guide. The agency POC will forward report submissions through the Agency level
Head of the Contracting Activity to the Director, Defense Procurement (DDP) by October 315 |If
the agreement provides for recoupment of government funds (see C2.4), the amount recouped
must be reported to your Agency POC in the fiscal year recouped, for inclusion in Part |1 of the
annual Report to Congress (see Appendix 2).
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C3.1.2. DataCollection A DD 2759 has been established to collect information on section
845 prototype project awards. Agreements Officers must complete the DD 2759 at the time of
award and each time funds are obligated or deobligated on the agreement. The DD 2759 dated
Oct 1997 is super ceded by the DD 2759 dated Dec 2000 and should no longer be used.
However, for prototype projects awarded prior to FY 2001, any additional obligations
should be reported using the new DD 2759, but do not need to complete the new data fields
(Data Elements 14 & 36). Section 845 OTs should not be reported in the Defense Contract
Action Data System (DCADS) using the DD Form 350. The DD 2759 information collection
has been assigned Report Control Symbol #DD-A& T(AR)2037. The Agreements Officer must
forward DD 2759s to the agency POCs and DIOR within 10 days of the agreement action.
Agreements Officers must submit a DD 2759 dated Dec 2000, with all data fields completed,
within 60 days after the effective date of this guide, for prototype projects awarded in FY 2001,
prior to the effective date of thisguide. A DD 2759 is provided at Appendix 3 and
electronically. Instructions for preparing DD Form 2759s are provided at Appendix 3. Until the
time an operational automated database is established, the agencies will maintain key DD 2759
information in an excel spreadsheet and submit the agency information with the Congressional
Report submissions.

C3.2. Other reporting requirements, when appropriate. This section is intended to summarize in
one place al other reports or notices that the Agreements Officer and Project Manager may be
required to submit.

C3.2.1. Use of IPA. If the agreement provides for the use of an outside IPA pursuant to
C2.14.3.3, then the Agreements Officer must supplement the Congressional report submission
with aPart Il input (see C3.1.1. and Appendix 2). Generaly, this should be known for the
awardee and key participants at the time of award and be submitted with your Part | input for the
Congressional report to the Agency POC within 10 days of award. However, if use of an outside
IPA is authorized for key participants after award, then the Part 11 submission should be
submitted to the Agency POC within 10 days after this becomes known. The Part 111 inputs will
not be forwarded to Congress, but will be provided to the OIG. The OIG has agreed to an annual
notification instead of requiring pre-approval in each instance where an 1PA will be used.

C3.2.2. Comptroller General Access

C3.2.3.1. Natification of Waiver. The CFR (see Appendix 4) requires notification of a
waiver to the requirement for Comptroller General access be provided to the Committees on
Armed Services of the Senate and the House of Representatives, the Comptroller General, and
the Director, Defense Procurement before entering into the agreement.

C3.2.3.2. Impact of Access Requirements. The CFR (see Appendix 4) requires the HCA
to notify the Director, Defense Procurement of situations where there is evidence that the
Comptroller General Access requirement caused companies to refuse to participate or otherwise
restricted the Department’ s access to companies that typically do not do business with the
Department.

C3.2.3. Bedt Practices. The Agreements Officer and Project Manager are encouraged to
submit to the agency POCs at any time, lessons learned from negotiation or agreement execution
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that could benefit other Agreements Officers and Project Managers or areas they feel need
further guidance. The agency POCs will ensure these lessons learned or recommendations for
further guidance get passed on either through informal interdepartmental working groups or
formally to DDP.
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APPENDIX 1
STATUTESINAPPLICABLE TO “OTHER TRANSACTIONS’

Thislist of statutes that apply to procurement contracts, but that are not necessarily applicable to
OTsfor prototype projects is provided for guidance only, and is not intended to be definitive. To
the extent that a particular requirement is afunding or program requirement or is not tied to the
type of instrument used, it would generally apply to an OT, e.g., fiscal and property laws. Each
statute must be looked at to assure it does or does not apply to a particular funding arrangement
using an OT.

1. Sections 35 U.S.C. 202-204 of the Bayh-Dole Act, —which prescribes government’srightsin
patentable inventions made with government funds.

2. Competition in Contracting Act, Pub. L. No. 98-369 (1984), as amended - Promotes the use
of competitive procurement procedures and prescribes uniform government-wide policies and
procedures regarding contract formation, award, publication, and cost or pricing data (truth in
negotiations). See DoD coverage generally at chapter 137 of title 10, United States Code,
particularly sections 2301-2305.

3. Contract Disputes Act, Pub. L. No. 95-563 (1987), as amended, 41 U.S.C. 601 et seq. -
Provides for the resolution of claims and disputes relating to government contracts.

4. Procurement Protest System, Subtitle D of Competition in Contracting Act, Pub. L. No. 98-
369 (1984), 31 U.S.C. 3551 &t seg. - Provides statutory basis for procurement protests by
interested parties to the Comptroller General.

5. Public Law 85-804, 50 U.S.C. 1431-1435, Extraordinary contractua relief - Authorizes such
remedies to contractors as formalization of informa commitments, amendments without

consideration, and correction of mistakes, and permits indemnification for unusually hazardous
risks.

6. 10 U.S.C. 2207. Expenditure of appropriations: limitation - Permits termination of contracts
upon afinding that the contractor has offered or given gratuities to obtain a contract.

7. 10 U.S.C. 2306. Kinds of contracts - Prohibits use of cost-plus-a-percentage-of-cost system of
contracting; requires a covenant against contingent fees paid to obtain contracts; limits fee
amount on virtualy all cost-type contracts.

8. 10 U.S.C. 2313. Examination of records of contractor - Provides agency and GAO accessto
contractors facilities to audit contractor and subcontractor records and gives the DCAA subpoena
authority. (Section 801 of the National Defense Authorization Act for Fiscal Y ear 2000, Public
Law 106-65, does provide for GAO access as addressed in C2.14 and Appendix 4.)

9. 10 U.S.C. 2320, Rightsin Technical Data and 10 U.S.C. 2321, Validation of proprietary data
restrictions - Prescribes government and contractor rights to technical data.
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10. 10 U.S.C. 2353. Contracts: acquisition, construction, or furnishing of test facilities and
equipment (to R&D contractors).

11. 10 U.S.C. 2354. Contracts: indemnification provisions - Indemnification authority against
unusually hazardous risks for R&D contractors.

12. 10 U.S.C. 2393. Prohibition against doing business with certain offerors - Prohibition with
respect to solicitation of offers and contract awards to contractors that have engaged or are
suspected to have engaged in criminal, fraudulent, or seriously improper conduct.

13. 10 U.S.C. 2408. Prohibition on persons convicted of defense-contract related felonies and
related criminal penalty on defense contractors - Generally, convicted felons precluded from
working in amanagerial capacity on DoD contracts.

14. 10 U.S.C. 2409. Contractor Employees: protection from reprisal for disclosure of certain
information. Whistle blower protection to contractor employees.

15. 31 U.S.C. 1352. Limitation on the use of appropriated funds to influence certain Federal
contracting and financial transactions - Prohibits use of funds to influence or attempt to influence
government officials or members of Congress in connection with the award of contracts, grants,
loans, or cooperative agreements.

16. Antikickback Act of 1986, 41 U.S.C. 51-58 - Prohibits kickbacks in connection with
government contracts; provides civil and criminal penalties.

17. Procurement Integrity Act, section 27 of the Office of Federal Procurement Policy Act, 41
U.S.C. 423 - Imposes civil, criminal, and administrative sanctions against individuals who
inappropriately disclose or obtain source selection information or contractor bid and proposal
information.

18. Service Contract Act, 41 U.S.C. 351 et seq., Walsh Healey Act, 41 U.S.C. 35-45; Fair Labor
Standards Act, 29 U.S.C. 201-219 - Provide protections for contractor employees.

19. Drug-Free Workplace Act of 1988, 41 U.S.C. 701-707 - Applies to contracts and grants.

20. Buy American Act, 41 U.S.C. 10a-d. Provides preferences for domestic end products in
production.

21. Berry Amendment, 10 U.S.C. 2241 note - Provides that no part of any appropriation is
available to procure certain items of food, clothing, natural fiber products or other items that are
not manufactured in the U.S.
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APPENDIX 2
ANNUAL REPORT TO CONGRESS
Explanation of the Format for submission of data
Format Part | - Individual Inputs for Report to Congress
Format Part Il - Summary of Prior Y ear Agreements with Funds Recouped During the Current Fiscal Y ear
Guidelinesto Assist in Answering Part | Questions

Format Part 111 - Use of Independent Public Accountants pursuant to OT Guide, section C2.14.3.3.
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EXPLANATION

Part|: Title 10, U.S.C. 2371(h) requires areport be submitted to Congress each year by December 31 for awards
made in the preceding fiscal year, pursuant to this authority. Thisincludes, for prototype projects that use this
authority, all initial awards, new prototype projects added to existing agreements, and options exercised or new
phases awarded. Individual agreement summaries should not exceed 2 pages. For matted examples are available
electronically at http://www.acq.osd.mil/dp (under Defense Systems Procurement Strategies) and have all the
settings properly implemented. Follow those examples for guidance on submission. Format settings are described
below for clarification. Each agency should compileall Part | individual reportson prototype projectsinto
one word document, with page breaks separating each prototype project.

Page settings:
Use Portrait page orientation. Right, Left, Top and Bottom margins are set to 1.0 inch, Header and Footer are set to
.5inch from edge. Times New Roman 10 pitch for all text.

Header and Footer: Content is preset and may be modified by OSD — Do not change these.

Body of each report: Part | will be the individual report submissions. For this part:

Headings will be preceded by a blank line, terminate with a colon and be in bold. Apply Title Case (each key word
starts with a capital) to data text of the following headings. Type of Transaction, Title, Awarding Office, and
Awardee. Text datafor all other heading will bein sentence case. Put two spaces between the heading colon and
the datathat is entered. The data entry for each heading is not to be bolded or italicized. Be sureto delete the
italicized instruction/informational content provided within the sample.

Datafor the following headings should be on the same line asthe heading: Agreement Number, Type of
Agreement, Title, Awarding Office, Awardee (do not include the awardee’ s address or |ocal e unless needed for
differentiation, i.e. University of California, Irvine), Effective Date, Estimated Completion or Expiration Date, U.S.
Government Dollars, Non-Government Dollars, Dollars returned to Government Account. If additional lines are
needed, indent the subsequent line(s) of text to meet the beginning point for prior line of dataentry. Dollar fields
should be in whole dollars without cents (not in $K) and every heading should have an entry —even if it's$ 0. Put
one space between the $ and the first numeral.

Dataentry for the following fields will be on the lineimmediately after the heading and will not be indented:
Technical Objectives ..., both Extent to which ... questions, and the Other Benefits ... question.

Part 11: Any Prototype Other Transactions that were reported in previous year Congressional reports that recouped
funds during this reporting year areto be listed in a separate table. Provide the Agreement Number, Y ear the
agreement was entered into and the amount of the recoupment. Each agency should submit one word document
for all Part |l prototype reported.
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PART | SAMPLE REPORT FORMAT (Deletethistitlein your submission, aswell asall italicized instructions
below.)

Agreement Number: XXXXX-XX-X-XXXX (The ninth position of all prototype OTswill be coded "9".)
Type of Agreement: Other Transaction for Prototype
Title: Next Generation Electrical Architecture (provide a short title describing the research or prototype project)

Awarding Office: US Army Tank-Automotive and Armaments Command (TACOM), AMSTA-CM-CLGC
(identify the military department or defense agency and the buying office)

Awardee: Boom Electronics, Inc. (entryisin Title Case do not use address)
Effective Date: 29 Sep 1999 (entry is ## Aaa #HHH)
Estimated Completion or Expiration Date: 30 Sep 2001

U. S. Government Dollars: $2,285,000 (entryis$ ###, ### - If zero use $ 0 - identify the total dollar value of
expected government contributions to the agreement)

Non-Government Dollars: $ 2,665,000 (identify the total dollar value of expected non-gover nment contributions
to the agreement - if the reason authority is used is cost-sharing, then this amount must represent one third of the
total dollars)

Dollars Returned to Government Account: $0 (identify the amount of any payments made to the federal
government in accordance with 10 U.S.C. 2371(d))

Technical objectives of this effort including the technology areas in which the project was conducted:
Thetechnical objectivesof thiseffort... (describethetechnical objectivesand the technology areas being proven by the

agreement).

Extent to which the cooperative agreement or other transaction has contributed to a broadening of the
technology and industrial base available for meeting Department of Defense needs:

The use of an other transaction agreement has ... (Discuss how the use of an other transaction agreement has
contributed to a broadening of the technology and industrial base available for meeting DoD needs. The Guidelines
in this Appendix can assist you in responding to this question. If the reason OTA isused is because non-traditional
defense contractors are participating to a significant extent, then the answer to this question should identify who
these non-traditional defense contractors are, what significant contribution they are making, and address how the
use of OTA facilitated their participation.)

Extent to which the cooper ative agreement or other transaction has fostered within the technology and
industrial base new relationships and practices that support the national security of the USA:

The use of an other transaction agreement has ... (Discuss how the use of an other transaction agreement has
fostered new business relationships or practices that support the national security of the United Sates. Again, the
Guidelinesin this Appendix can assist you in responding to this question. If thereason OTA isused is based on
cost-sharing or exceptional circumstances then the details then that reason should be explicitly stated in answering
this question, and explained fully as discussed in the Guidelines to this Appendix.)

Other benefitsto the DOD through use of this agreement:

The use of an other transaction has resulted in additional benefits, not addressed above... (Thisisan optional field
that can be completed if there are other benefits that warrant reporting beyond those addressed above. If thereare
no other benefits to be reported, then del ete this header in your report submission.)
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PART || SAMPLE REPORT FORMAT (Deletethistitle in your submission, aswell asall examples shown in
the table below.)

Funds recouped during FY XXXX (Fill in the appropriate fiscal year)

Agreement number: Fiscal Year of Agreement: Dollar amount returned in FY XXXX
N66604-99-9-3006 1999 $20,000
MDA972-95-9-0051 1995 $8,675
Total: $28,675
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GUIDELINES TO ASSIST IN ANSWERING PART | QUESTIONS
Extent the other transaction has contributed to a broadening of the technology and industrial base available
for meeting DoD needs: (Focus on how use of an other transaction makes a difference. Consider:)

Did the use of the OT result in nontraditional defense contractors participating to a significant extent in the

prototype project that would not otherwise have participated in the project? If so:

- ldentify the nontraditional defense contractors and explain why they would not typically participate if a
procurement contract was used? For example, are they business units that normally accept no business
with the government, that do business only through OTs or contracts for commercial items, or that limit
their volume of Federal contracts to avoid athreshold at which they would have to comply with cost
accounting standards or some other government regquirement?

Were there provisions of the OT or features of the award process that enabled their participation? If so,
explain specifically what they were.
What are the significant contributions expected as aresult of the nontraditional defense contractor's
participation (e.g., supplying new key technology or products, accomplishing a significant amount of the effort,
or in some other way causing a material reduction in the cost or schedule or increase in performance. Please be
specific and explain how this contributes to a broadening of the technology and industrial base available to

DoD?

Did the Department gain access to technology areas or commercia products that would not be possible under a

procurement contract? If so, identify these areas and explain how the use of the OT facilitated the access.

Arethere any other benefits of the use of the OT that you perceive hel ped the Department broaden the

technology or industrial base available to DoD? If so, what were they, how do they help meet defense

objectives, what features of the OT or award process enable us to realize them and why could they not have
been realized using a procurement contract? Please be specific.

Extent the other transaction has fostered within the technology and industrial base new relationships and
practicesthat support the national security of the United States: (Focuson what is different because we are
ableto use an other transaction. Consider:)

- WasOTA used in acircumstance where at | east one third of the total funds of the prototype project are provided
by the non-federal partiesto the agreement? If so, state that this was the reason the authority was used and
identify the percentage of funds being provided by non-federal partiesto the agreement.

Was use of OTA based on an SPE determination that exceptional circumstancesjustify the use of an OT that
provides for innovative business arrangements or structures that would not be feasible or appropriate under a
procurement contract? If so, state thisisthe reason the authority was used and fully describe the innovative
business arrangements or structures, the associated benefits, and explain why they would not be feasible or
appropriate under a procurement contract.
Did the use of the OT result in the establishment of new relationships between the government and industry or
among for-profit business units, among business units of the same firm, or between business units and nonprofit
performersthat will help us get better technology in the future? If so:
Explain the nature of the new relationships.
Explain why it is believed that these new relationships will help us get better technology in the future.
Were there provisions of the OT or features of the award process that enabled the creation of the new
relationships? If so, explain specifically what they were and why these rel ationships could not have been
created using a procurement contract.
Did the use of the OT permit traditional government contractors to use new business practicesin the execution
of the prototype project that will help DoD get better technology, get new technology more quickly, or get it
less expensively? If so:
Who are those contractors and what are the new business practices?
What are the specific benefits expected from the use of these new practices?
Were there provisions of the OT or features of the award process that enabled the use of these new
practices? If so, specifically what are they and why these practices could not have been used if the award
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had been made using a procurement contract?

Other benefitsto the DoD of the use of this agreement: (Arethereany other benefits associated with the use of
an OT beyond those addressed in the previous questions? If so:)
What are those benefits? How will they help meet defense objectives?
Where there provisions of the OT or features of the award process that attributed to these benefits? If so,
specifically what are they and why these benefits could not be achieved with a procurement contract?

Can the benefits directly attributed to the use of the OTA be quantified?
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PART Ill SAMPLE FORMAT

Agreement Number: XXXXX-XX-X-XXXX (The ninth position of al prototype OTswill be coded "9".)
Title: Next Generation Electrical Architecture (provide a short title describing the research or prototype project)

Awarding Office: US Army Tank-Automotive and Armaments Command (TACOM), AMSTA-CM-CLGC
(identify the military department or defense agency and the buying office)

Agreements Officer: John Doe (provide the name of the Agreements Officer)

Phone Number : xxx-xxx-xxxx (provide the commercial phone number for the Agreements Officer)

Business unitsthat are not currently performing on procurement contracts subject to the Cost Principles (48
CFR Part 31) or Cost Accounting Standards (48 CFR Part 99) and will not accept an agreement that provides
for government accesstoitsrecords. (See OT Guide, section C2.14.3.3. Include the following information on
each business unitthat has been permitted to use an I ndependent Public Accountant for any needed audits.)

Business Unit Name: ABC Company

Business Unit Address: 2000 Commercia Plaza
Houston, TX XXXXX

Estimated Amount of thisbusiness units efforts: $
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REPORT OF OTHER TRANSACTIONS FOR PROTOTYPE PROJECTS

REPORT CONTROL SYMBOL
DD-AT&L(AR)2037

1. TYPE OF REPORT 2. REPORT NUMBER 3. CONTRACTING 4. NAME OF CONTRACTING OFFICE
0 oOriginal OFFICE CODE
1 Cancelling
2 Correcting
5. AGREEMENTS OFFICER b. TELEPHONE 6. PIIN 7. MODIFICATION
a. NAME (Last, First, Middle Initial) (Include Area Code) NUMBER
8. ACTION DATE (YYYYMMDD) 9. COMPLETION DATE (YYYYMMDD) 10. DUNS NUMBER 11. CAGE 12. CONSORTIUM
CODE AGREEMENT
Y Yes
N No
13. AWARDEE INFORMATION
a. NAME b. ADDRESS (Street, City, State and ZIP Code) c. TYPE OF ENTITY
1 - Non-Profit
2 - Traditional Contractor

w

- Nontraditional Defense

Contractor

14. SIGNIFICANT NONTRADITIONAL DEFENSE CONT

RACTORS (Continue on additional sheets if necessary)

a.

NAME

b. ADDRESS (Street, City, State and ZIP Code)

15. AWARDEE TYPE OF BUSINESS M Domestic Firm Performing Outside U.S. 16. WOMAN-OWNED BUSINESS
A Small Disadvantaged Business Performing in U.S. T Historically Black Colleges and Universities Y Yes
B Other Small Business Performing in U.S. U Minority Institutions N No
C Large Business Performing in U.S. V Other Educational
L Foreign Concern/Entity Z Other Nonprofit U Unknown

17. TIN 18. PARENT TIN 19. PARENT NAME

20. PRINCIPAL PLACE OF PERFORMANCE

a. CITY OR PLACE CODE b. STATE OR COUNTRY CODE c. CITY ORPLACE AND STATE OR COUNTRY NAME
21. PLACE OF MANUFACTURE | 22. COUNTRY OF ORIGIN 23. PROTOTYPE PROJECT

A
B

u.s.

Foreign

CODE

a. NAME

b. COssSI

Y Yes N No

24. PRINCIPAL PRODUCT OR SERVICE
a. FSC OR b. DOD CLAIMANT c. PROGRAM, SYSTEM d. SIC/NAICS CODE e. NAME/DESCRIPTION
SVC CODE PROGRAM CODE OR EQUIPMENT CODE

25. TYPE OF 26. TOTAL DOLLARS 27. TYPE OF ACTION D Within Scope Change 28. CREDITED PAYMENTS
OBLIGATION A Initial Award F Termination Y Yes
1 Obligation B Out of Scope Change G Cancellation N No
2 Deobligation C Funding Action H Exercise of an Option

29. TYPE OF INSTRUMENT 30. FINANCING 31. PARTICIPANT COST-SHARE
J Fixed-Price Type of Agreement A Progress Payments E Commercial Financing a. AMOUNT b. PERCENT
U Cost-Type of Agreement D Unusual Progress Payments or F Payable Milestones
W Other Advance Payments Z Not Applicable

32. TOTAL AMOUNT 33. EXTENT COMPETED 34. NUMBER OF OFFERORS 35. NUMBER OF

OF AGREEMENT

A
C

D

Competed Action
Follow-on to Competed
Action

Not Competed

SOLICITED
1 One

2 More than One

OFFERS RECEIVED

36. REASON JUSTIFYING USE OF

OTA

A Nontraditional Defense
Contractor(s)

B Cost-Sharing

C SPE Determination

DD FORM 2759TEST, DEC 2000

PREVIOUS EDITION IS OBSOLETE.
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APPENDIX 3
INSTRUCTIONS FOR DD 2759TEST FORM
FOR REPORTING OF SECTION 845 OTHER TRANSACTION ACTIONS

The DD 2759 dated Oct 1997 is super ceded by the DD 2759 dated Dec 2000 and should
no longer be used. Prototype projects awarded prior to FY 2001 that report additional
obligations should use the new DD 2759, but do not need to complete the new data fields
(Data Elements 14 & 36). Agreements Officers must submit a DD 2759 dated Dec 2000,
with all data fields completed, within 60 days after the effective date of this guide, for any
new prototype project awarded in FY 2001, prior to the effective date of this guide.

Each military department and defense agency must collect the common data elements for
every Section 845 other transaction obligation or deobligation in accordance with the instructions
specified herein. The awarding office must collect the data for covered actions issued on its
behalf by the contract administration office. This information must be collected at the time of
the obligation or deobligation and submitted to the agency POC within 10 days of the agreement
action. DD Form 2759TEST has been developed to collect this information.

The Directorate for Information Operations and Reports (DIOR) is the focal point for
establishing a central unclassified database. Until this is accomplished, the information must be
forwarded to your agency POC in hard copy or electronic format, in accordance with agency
procedures. Also submit a copy to DIOR. If possible, €lectronic submittal is encouraged. Data
for Special Access programs that use this authority must be collected in accordance with current
agency guidance on Specia Access programs. Until the time an operational automated database
is established, the agencies will maintain key DD 2759 information in an excel spreadsheet.

Most data el ements are similar to DD Form 350 blocks and the attached narrative includes a
cross-reference to instructions in the Defense Federal Acquisition Regulation (DFARS) 253.204-
701in parentheses(). To the extent the DD Form 350 instructions in the DFARS are applicable,
they should be used to complete the data fields. Instructions are provided in brackets| ] for new
data elements or selection choices and for data elements where the DFARS instructions are
clearly not applicable.

If the obligation action is a funding action or other within scope change or for a prototype
project, then only data elements 1-11, 13, 25-27 and 31-32 must be completed; provided the
information that would be entered in the other data el ements remains unchanged from previous
submissions. If it becomes evident after award that there are significant changes in key
participants, then the key participants information should be updated on the next DD 2759
action.

DIOR Address: Washington Headquarters Services

Directorate of Information Operations and Reports (DIOR)

Attn: Mr. Ray Morris, Suite 1204 703-604-4572

1215 Jefferson Davis Highway e-mail: morrisr@dior.whs.mil
Arlington, VA 22202
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Common Data Elements for
“ Section 845 Other Transactions”

1. Type of Report (Al)
0 Origina
1 Cancdling
2 Correcting

2. Report Number (A2)
3. Contracting Office Code (A3)
4. Name of Contracting Office (A4)

5. Agreements Officer
5a. Name
5b. Commercial Telephone Number

6. Procurement I nstrument I dentification
Number (B1A) [The PIIN should be
assigned in accordance with DFARS
204.7001. The ninth position will be coded
13 977]

7. Modification Number (B2)
8. Action Date (YYYYMMDD) (B3)
9. Completion Date (YYYYMMDD) (B4)

10. DUNS Number (B5A) [Enter the 9-
position Data Universal Numbering System
(DUNS) number for the business unit
recelving the award. This number is
obtained from the awardee. If the agreement
is awarded to a Consortium, aDUNS
number identifying the consortium should
be obtained from the awardee and entered
here.]

11. CAGE Code (B5C) [If the agreement is
awarded to a consortium, identify the CAGE
number associated with the lead company at
the time of the reported action.]

52

OT Guide, January 2001

12. Consortium Agreement

Y Yes

N No
[Yes should be selected if the agreement is
awarded to a Consortium where two or more
companies share the responsibility for
performance. No should be selected if the
agreement is awarded to one awardee with
overall responsibility for performance.]

13. Awardee Information [Enter
information on the business unit receiving
the award. If the agreement is awarded to a
consortium that is not alegal entity, identify
the lead company at the time of the reported
action here and report on the lead company
in data elements 15-18]

13a. Name

13b. Address (Street, City, State, Zip
Code)

13c. Type of Entity[Identify whether
the awardee is either:

1 - Non-Profit (e.g. Educational
Institution, FFRDC, government
organizations, or other non-profit)

2 - Traditional contractor (i.e.,
not a nontraditional defense contractor)

3 - Nontraditional defense
contractor (see OT Guide Definitions
section)

14. Significant Nontraditional Defense
Contractors. [Use a separate sheet of bond
paper if necessary. Enter all nontraditional
defense contractors that participate to a
significant extent in the prototype project
(see OT Guide, section C1.5.1.). Thisblock
should be updated if additional
nontraditional contractors that participate to
asignificant extent are identified during
performance.]
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14a. Name

14b. Address (Street, City, Sate, Zip
Code)

15. Awardee Type of Business (D1)

A Small Disadvantaged Business

Performing in U.S.

B Other Small Business Performing
inU.S.
Large Business Performing in U.S.
Foreign Concern/Entity
Domestic Firm Performing Outside
u.s.
Historically Black Colleges &
Universities
U Minority Institutions
V  Other Educational
Z Other Nonprofit

L)

—

16. Woman-Owned Business (D6)
Y Yes
N No
U Unknown

17. TIN (Taxpayer |dentification
Number)(B5F)

18. Parent TIN (B5G)
19. Parent Name (B5H)

20. Principal place of performance
20a. City or Place Code (B6A)

20b. State or Country Code (B6B)

20c. City or Place and State or
Country Name (B6C)

21. Place of Manufacture (C13A)
A US
B Foreign

22. Country of Origin Code (C13B)
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23. Prototype Project
23a. Name [Provide a five word name
of the project].

23b. COSS
Y Yes
N No
[Answer Yes, if the project is awarded as a
result of the Commercia Operations &
Support Savings Initiative (COSSI); if not,
answer No.]

24. Principal Product or Service
24a. FSC or SVC Code (B12A)

24b. DoD Claimant Program Code
(B12B)

24c. Program, System or Equipment
Code (B12C)

24d. SIC/NAICS Code (B12D) [Use
the Standard Industrial Classification Code
until it is replaced by the North American
Industry Classification System Code.]

24e. Name/Description (B12E)

25. Type of Obligation (B7)
1 Obligation
2 Deobligation

26. Total Dollars (B8) [Thisrefersto dollars
obligated or deobligated by this action.]

27. Type of Action (B13-like)

Initial award

Out of scope change

Funding action

Within scope change [select code
D for any “within scope’ change
not covered by other codes]
Termination [select code F for a
complete or partial termination, for

o0Ow >

Tn
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whatever reason|
G Cancellation
H Exercise of an Option

28. Credited Payments

Y Yes

N No
[Statutorily required reporting el ement, if
applicable. 10 U.S.C. 2371(d) adlowsan OT
to require payment to the Department as a
condition of receiving support under an OT
and permits any such payment to be credited
to support accounts (see OT Guide section
C2.4). Enter yesif your agreement provides
for such a condition.]

29. Type of I nstrument (C5)

J Fixed-Price Type of Agreement [see
Definitions section]

U Cost- Type of Agreement [see
Definitions section]

W Other [select this code for hybrid
or some other type of agreement]

30. Financing (C12-like)

A Progress Payments [select code A
if aFAR 52.232-16 like-clause is
incorporated into the agreement]

D Unusua Progress Payments or
Advance Payments [select code D
if advance payments or progress
payments other than A are
incorporated into the agreement]

E Commercia Financing [select code
E if the agreement provides for
commercial-like financing
payments]

F Payable Milestones [select code F
if any form of milestone or
performance-event payments are
incorporated into the agreement]

Z Not Applicable [select code Z if

OT Guide, January 2001

none of the above codes apply
(e.g., a cost-reimbursement
agreement)]

31. Participant Cost-Share

3la. Amount [If a nontraditiona defense
contractor is not participating to a significant
extent in the prototype project and the
reason OTA isused is based on a cost-
sharing requirement, then the amount of
non-federal cost share must be at least one
third of the total cost of the prototype
project. If the agreement does not provide
for cost sharing, report $0. If the agreement
provides for participant cost-sharing, then
identify the total estimated amount or value
of the participant’s cost-sharing.]

31b. Percentage (XX%) [If participant
cost-sharing applies, identify the
participant’ s cost share percentage of the
total agreement amount.]

32. Total Amount of Agreement [ldentify
the total value of the agreement, including
both government and participant
contributions. Do not includein this total
options that have not been exercised.]

33. Extent Competed (C3)
A Competed Action [select code A if
competitive procedures were used]
C Follow-on to Competed Action
D Not Competed

34. Number of Offerors Salicited (C6)
1 One
2 Morethan One

35. Number of Offers Received (C7)

36. Reason Justifying Use of OTA
A Nontraditional defense contractor(s)
[select code A if reason is based on
the significant participation of at
least one non-traditional defense
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contractor]

B Cost-Sharing [select code B if the
reason is not code A and is based
on one-third of funds provided by
non-federa parties to the
agreement]

C SPE determination [select code C
if the reason isnot code A and is
based on SPE determination of
exceptional circumstances|

[See section C1.5 of the OT Guide for
further discussion regarding reasons for
using OTA for prototype projects.]
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APPENDIX 4
COMPTROLLER GENERAL ACCESS

Implementation of statutory requirements regarding Comptroller General access to recordsis
codified in Part 3 of Section 32 of the Code of Federal Regulations, Subtitle A, Chapter I.

The Interim Rule, effective July 5, 2000, is attached. The Fina Ruleis pending. The OT Guide
will be updated for the Final Rule once it is effective.
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65, Moo 108 Rnadsy, Jure 50 20030 Kules and ngulallm'_-z

ES1d.15

3. Seclicn 924 16 is amen:tod hlE
rnrr.nviug_a.rirl rnsn-\ring PaTagrap [
BFH Doz, -1 3072 Fileel 62—k 846 om|
BILLRH] GERME 4215089

" s el )

DEPAHTMENT UF DEFENSE
CHfice ol the Secretary

32 CFA Pan 3

RIM 07504079

Transactisns Other Than Contracts,
Grants, or Copparative AQraements [or
Protolyse Profects

AcEhey! Dfice of the Secrelary, Joll
BCTION: 1atsrmm Fale

———s

UMW ARY: This interim ruls sequines
inwclusion: of o clouse s cequiced by Lawe
providing for Comptmller Ceneral
socezsa o recods Do censsctivns cther
thar meniTares, AT s ar conparative
AMTEETIANLS 0 PROLOLY e projects that
provide for total paymnents in excess of
R ML00, This rale is publiahed in the
Federal Begister far public somment
pocouse it dincoily impects the puslic Ly
Fre:ul.hmq concuct Lat must be

o' Irwed by o ety be, o erHew that
art:cipales in the |1erl-|:1'|.-|r|.|1n;v¢ af, ar¥
such fransac on,

DATES: The interim rule will bo alleglive
jale & PO Corunenis oo dthe interim
rule ghould ba ssbmtied in wriling ta
the address specificed belaw on or befome
Auguaat £, 2300, 19 ke sovgidered in the

Towmma i ol o Doaal role,

ADCREZSES: Inarested parties should

su ikl weliten comments on the interim

fule 130 Office of the Diiectorn, Dufsise

F‘-l.': urepnel, Alln: ks Tocesa El;rq::ll:s.
PIUETAETETPIEFS!, 1060 e for ca

Fentapon. Washingror, DC 200011060,

alefax |703) BHI-BS1E.

FOM FURTHER ISTORMATION CONTACT:

Trresa Broosks, [703] 554 258

SUPPLEMENTARY IMFOAATIOM:

Hackgrounc and Purpose

Section B45 af tho MNetiannl Defonac
Auvtharizatien Act for Fiscal Tear 1994,
Pule L. 103-18%, ua ameinded by section
B el LUae Nationa] Dalans
Auathorizstion Act foe Fiesal Yeas 1967,
Pub, L. 124-201 and asction 241 of e
LStram Thusmand Matioe sl efem ee
Antnerizabon Act for Fiscal Year 1994,
Fubs, L. 195-261, outhorizes the
Seorotary of & Military Dopartment. the
Dhrertar of Defensn Advancad Research
Projeca ‘Fnr cv and any oiber cilficial
Argiprated by 1ha Secretary of Dobanse,
L umlar inda learssctine  ntqer than

—— e

cuntracts, grants or mocpecalive
agresments bor pratolyoes projects that
ame directly releven! to weapons os
WRADOT y#lams prepoaed to bo
aiguirad ar develnped Ly tha
Dhuaprat Lova L ol Dl Swl
transaclions are omomealy seferrad v oas
“nllier trarsactian ™ agrmsererts ‘ot
pratobype projects

Section RO of the Matiorol Letonae
Auvtkonization Act far Fiscal Year 2000
eelablishes a reou:rement sl an "odber
transactizn" agrecmert for o pratedypa
project tha: prowides far payments ina
total amoncd b excesa of 5,000,000
incluode s claoss tha! provides
Comptrnller Cenaral arrses la rucnrds.

Tatle extend Mool o porticuler statuze
or rogdlalion i lmiled in 115
applicabilicy o the wse of & procarsmeant
crntract, it weould generally ot apply 1o
“other transact:ong'” far protolyge
Frojecte. The requirement fas
Complrellor Garaezl accazz on “athar
Irangociions” Sor profobype projocts that
provide for paymuenis hal asceed
£8, 000,600 is the first statutory
requireneot andating conditons that
musl ke included in an “othor
mamsazlions” Agresmen;. Tre content of
this Fule may alse s ineoded ina
fuhwre TinM fssisane

Eepulatory Evaluation

Exopulive Ordes 12085, "Hogrlofary
Flanming cad devicw'

It has e dedrrminad thae ihis role
i§ mat a gsigrificant role as defined under
serction Z[f1] '.h'\n'.lEI'. 2[Al4) &f
Exaculive Jeder 12863,
fub, Lo&SG=359, “Fegulatory Flexbdity
Act' 5 LR85 C 6080

It hina bezen corified that this paort is
nak aub ect 1o the Regulstory Flusilality
At (5 U5.C. 501 ot 2eq.) becauss it
wou.d not, of promolzated, have
sipritfleamy economiie ImpAct nn A
subrtanlial mumaber af geaall antilies.

" cule recwires anly Ut e
Comptroller Ceneal ba arsvided acoess
to recards of cerain prajecte. It dong no:
M wire |||:||.'||ll|;|r|||l FEmreld !-cu-ru nlB_ as
other sigaificunt scpense by profct
prartizipants.
Fula, L 3%, "Foperwork Redaction
Aot af 1955 (94 [T500. wi gog.)

1L leas been certi e 1hat this rale does

ol impase any teporting or rocord
keap np requiramenta urdes the

Feperaork Beduction Act of 1985,
Figt of Subjucis in 32 CFK Part 3

'Cranl r:-mg.mm*_'}

L?mednnﬁlgj. Tible 32, Chapdar 10
nmpnded o agd part 3 b road as
Fieel T ss:
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PART >—TAANSACTIONS DTHER
THAN CONTRAGTS, GRANTS, OR
COOPERATIYE AGREEMENTS FOR
PROTAOTYPL PAOJECTS

Gar

31 Purpue.

3.3 Apalicshility.
11 Definitioos.
1.4 Pelier.

Authsrity; Secticn B0, Fub, L. 10565

£33 Purpose.

‘Thiz part implemants seciion 801 ol
the Baricne. Lefenss Aatmorizalion Act
for Fisca! Wear 2004 (Fub. L. 105 &5). 1t
cxdat lishes the requirement Toe the
fncluston of 2 cloose In wansecliens
other than croetracts, grante or
coaperative agrearients for prototype
proects awearced under autaoricy of 10
5.0 2377 that provides Corsts ol ler
Gl aocess Lo reconds when
pa¥ments L) me pmount n excoss of
FE.0000000,

B3 BpMENRATY
This port applies t3 the Secratary of
a bilitany Deperlcent, the Docectors of
e Defanae Agencies, and any cther
officinl designared by the Secretary of
Dalesge 19 enbor i11a irnsactinms nthar
“han contracts, granks or COOpeTArive
agresments lor proboiyps projects that
ara directly releuant o waspons of
weapon sysiems propassd o be
acquirnd o devnleped by the
Dl g sl ol Do lema . wind=n ewtloo Ly
of T LLSLL 2371, Such frengaclions ar
commoenly refecrod 1o as other
transaclion™ agreements and ara
hareafler mfemec to as agresmen s,

3.3 Delinitan,

Centracting a-tiwily An alamant of an
aponcy dosianatad Dy the agoncy hoosd
and delegated broad authority regarding
seqaisition functions, [ alsa means
elomonts designated by the director o7 a
dafanea agancy that has heer delapsted
ramlracling authority threugh its apenry
clea-ter.

Haed of the contiacting sofivity. The
officizl wha has ovesall responsibi_ oy
For ianagimg Whe conlracting activity.

§14 Palley.

{n] Fxrcnpt as peowidedd it parngraph
o) of s secfomn, 8 clause mus! e
iacludad v solicitat:ons snd sgreemaonts
for prolelype projects awerded undor
auiberity of 10 UL.5.C 2371, that provide
for total government payneals in oxcess
of S5 000,000 Lo allaw Eﬂmp waller
Gonaral secess (o recoeds that direcely
puciain b surch agmreanenis.

(b} The elzwes rafaranmed in paragra |.1||
] ol kis secticn will nst apply with
serpec 1o 8 pardy or entily, or
suburdinale elenual of a party o enlity,
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35577

65, Mo, 108/ Monday, June 5 2000/ Rules and Regulations

that has not entered inte any ather
coaniract granl. coaperaline Agresmoent
or “other transaction' sgresment thae
provides for audit accass by a
gowernment entity in the jur]:r[m'ln
the date of the o

[] The head ?“1!: oonktrcting
activity [HCA) that is carrying out the
appeaiment may walve the applcability
af tho Comptraller Genoeral acsess
reguirement if the HCA detemmines it
wauld nat be in the public interest to
apply the reguirement to the agrenmani.
The waiver will he rfArctive with
respact 1o the agreemeant only if the HCA
transmits a nodifieation of tha waiver 1o
ke Commiliees on Armed Services of
the Senate and the House of
Reprasentatives, the Complroller
Ganaral, wind e Director, Defanse
Procurement belore entaring into the
sprssmenl. The nolification muel
include the rationale for the
determination.

(d) The HCA must notify the Directar,
Defanar Procurament of situaliong
whare thers is avidenca that the
Complroller Genearal Access
requkiTrImENL cansnd companies ta refuss
b participata aoF ptharviao roectrioled [he
Depariment's access (o companics that
Ly paigzally dar ol do baaaoess wills the
Dapsiment.

a] Lr na case will the requiremant (o
examing racords under the clause
raferenced in paragraph (a) ol iz
seclivn apply to an agresmel where
maore than threr years have passed aftar
final paymant l& made by the
povernment undar such an spreameant.

[f} The clause referenced in ;n:rupp'nph
[a] of thiz section must provide for tha
following:

{1] The Comptroller Genearal of the

"Wrnnm Stades, in the
“iecration of the Camptraller Ceanaral,

=zhall have access ta and the right fo
waarnine records of any parly Lo e
agreement or any entity that pasticipates
in the performance of this sgreemionl
that directly pertain lo. and involve
transaclions relating Lo, the sgresment.

(2} Exceplad [roun the Complroller
Ceneral Acoess reyuimsmenl is any parly
b this agresmant or any entity
participates in tha |1.|t'rEm-rn1|1m of thie

Fnﬂmmr or any suhard inate alemant

ucly gy o malily, tlani bina gieg

anlered into any other contrct, grant,
cooperative agresment, aor ~other
transaction” agreament that provides for
audif anas '|,.|3|l ] vy inianel H|l|.i|j' in
the year prior 1o lﬂ date of the
agreemnent.

[3) Thig clawss ehall not ba construed
fo requirg any parly or antlity, or Oy
subordinate element of such party or
enlity, that participates in U
performances of thie agresment. to craate

or maintain any record that fe not
otharunse maintzined in the ordinary
corse of hisiness or pursuant to a
provizion of law,

(4} The Comptroller Ganaral shall
haws aceess fo the recorde daacribad in
thig elause witil thres years afer the
date the Anal payment is mads by the
Umited States under this agreament.

{5) The pecipiant of the agreement
£hial]l Now down this provision fo any
anlity that parlicipates in the
performance of the agreement.

Diatail: May 14, 2.

L.M. Bymum.

Altarnote (RS0 Fader Regizier Livisoa
Officer. Depariment of Doferse

[FR Do, 00-13521 Filled 6-2-00; &:48 am)|
DBELS SO0E 8354180

ENVIRONMENTAL PROTECTION
AGENCY

40 CFA Pars 52 and B1
[@H 1831bs FAL-6T01-&)

Approval gnd Promulgation of
impdemaniation Plans; Ohls
Daslgnation of Areas for Air Quality
Planning Furposes; Ohle

AGEHEY: Environumenial Prolecticn
Apancy [EFA).
ACTION: Final rule.

SUMBARY: EPA s approving sulfu
dioxide redesignation requesis
submitted by EEE‘lﬂh of Dhio an March
20, 2000, for Coshecton, Gallia, and
Lnealn Crsntias. This requast was frst
submitted on Octeher 26, 1995, Dhio
subsoguently provided supplomental
material to EPA in a letter dated
Snaptembier 14, 1595 On March 20, 2000,
Chvio submittad final WSS 10
redasiznats Coaboctan, Gallin, and
Lorain Countlies lo aitainment of the
Mational Ambiant Air uality Standards
(MAACS]) for sulfur dieside (S04

EFA is also approving Lhe
maintenance plans for Coshactan,
Gallia, and Lorsin Countics. The plans
are intended Lo snsure maintenance of
Uze MAAQS for at least 10 years. and
were submitted with the redesignation
requesis.

ln conjunction with thess sctions,
EFA is approving slate-sdopred
emissinn limits for the following
facilities. in Goshocton County:
Columbns and Scuthern Ohio Eleciric—
Cenesville Flant: in Gallia County: Ohic
Valley Electric Company—KEyger Creek
Plant and Ohie Fower—Gavin Plamt;
and in Lorain County: CEl—Avon Lake
Plant, Ohiv Edison—Edpewater Plant,
LL5. Steel—Lorain Plani, and B.F.
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l.'.‘iu-udrluh Compeny—Lorain County
Flant

EPA e also approving other minar
revisions io the state's rulas fur these
thren Countins,

U Movomber 23, 1990, EFA recoived

one commant on tha p sl b
riclasignate Coshocton, Gallia, and
Lorain Counties. American Electric

Mower (AN} ancouraged ET'A to taka
final nction to approve the
radesignation.
OATES: This rubs is efectivo on Tuly 5.
Z[au]).
FrMt FLRTHFR INIFDF AL TROMN CONTLCT!
Phuong Mguyen &t (312) BBE—B701.
SLPPLFMPNTART INFTHAMATIN
Throughouwt this document whoerewar
“wa't, Mus”, or "our' is used we mesn
EPA.

Thig supplamantal infermation
seclion is orpanized as follows:
L. General Infarmation

1. What acticn ks EPA taking today?
Z. Why iz EPA 1aking thid sion’

1. What iz the fior this action®
1L Mow Doas the d Suwhmitial
Compars ta the Final Sabmital?

1M Puhlic Snmmants and BPA ‘ﬂ'ﬂpnnw
¥What commends d3d EPA meoedve®
1% Aecgromnd om O SidhmEtel
1. Wheat infarmaticn did Ohio submit, and
what wars its requesis?
2. What gpuidamce documants did EFA usa
i iksls rulemaking to avaluate Obia's
7
V. Stuin |=mentation Flan [SIF)
1. How do sintz-adoptad emiasson limits
GOHm 1& 1k FIF limids?
2. Wt are the sourpes and emission limits
that will be affoctad by EPA's aclina?
VI Maislenencs Plan
1, Herw dioea thie maintenancs plan apply
in Coshocton. Gallia, end Lonain
Counting?
2. What are the mainiznance plan
mducticn regquirmmants?

Vil Red lom Eveluaticn
1. what five ceiteeta did EFA use 1o meriaw
tha redesignation requests?

2 Are ibsas Bep critoria sakisfies By
Coehecton, Gallia, and Lorein Counties?
VIIE Fipa] Rulemaking Action
IX. Administralive Hequiraments
A&. Exputive Order 12866
B. Expcubive Order 13045
. Expoutive Ceder 13004
[ Exncutive Drdar 13132
E. Regulatary Fleahility
F. Unfanded Mandaies
G. Submision To 3 ond The
Compiroller Gen

H. Maticnal Tecknology Trangfer and
A dvanremanl Arl

L Petitions for Judicisl Review
L General Informalion
1. What Actfion Iz EPA Taking Today?

In this actlon. EPA [s approving S0k
redesignation requests submitted by the
State of Dhio for Coshocton, Gallia, and
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APPENDIX 5
SAMPLE AUDIT ACCESSCLAUSES

An audit access clause is needed when an agreement uses amounts generated from the awardee's
financial or cost records as the basis for payment (e.g., interim or actual cost reimbursement
including payable milestones that provide for adjustment based on amounts generated from the
awardee's financial or cost records) or requires at least one third of the total costs to be provided
by non-federal parties pursuant to statute. Provided in this Appendix are sample clauses the
Agreements Officers may use or tailor, but audit access clauses should be consistent with the
guidance in section C2.14 of the OT Guide.

Sample 1: Clause for awardees {insert name, if desired} that have a contract, grant, or
cooperative agreement subject to the Single Audit Act:

The awardee shall comply with all aspects of the Single Audit Act.

Sample 2: Clause for awardees {insert name, if desired} that are not subject to the Single Audit
Act but have a contract subject to Cost Principles and/or Cost Accounting Standards:

The Agreements Officer, or an authorized representative, shall have the right to examine or
audit the awardee records during the period of the agreement and for three years after final
payment, unless notified otherwise by the Agreements Officer. The Agreements Officer, or
an authorized representative, shall have direct access to sufficient records to ensure full
accountability for al government funding or to verify statutorily required cost share under
the agreement.

Sample 3: Clause for awardees {insert name, if desired} that are not subject to the Single Audit
Act, do not have a procurement contract subject to Cost Principles (48 CFR Part 31) and/or Cost
Accounting Standards (48 CFR Part 99), and refuse to accept Government access to their
records:

The Agreements Officer shall have the right to request an examination or audit of the
awardee's records during the period of the agreement and for three years after final payment,
unless notified otherwise by the Agreements Officer. The audits will be conducted by an
Independent Public Accountant (IPA), subject to the following conditions:

1) The audit shall be performed in accordance with Generally Accepted Government
Auditing Standards (GAGAYS).

2) The Agreements Officers authorized representative shall have the right to examine
the IPA's audit report and working papers for three years after final payment, unless notified
otherwise by the Agreements Officer.

3) TheIPA shall send copies of the audit report to the Agreements Officer and the
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Assistant Inspector General (Audit Policy and Oversight) [AIG(APO)], 400 Army Navy
Drive, Suite 737, Arlington, VA 22202.

4) The IPA shall report instances of suspected fraud directly to the DoDIG.

5) When the Agreements Officer determines (subject to appeal under the disputes
clause of the agreement) that the audit has not been performed within twelve months of the
date requested by the Agreements Officer, or has not been performed in accordance with
GAGAS or other pertinent provisions of the agreement (if any), the government shall have
the right to require corrective action by awardee. The awardee may take corrective action by
having the IPA correct any deficiencies identified by the Agreements Officer, by having
another IPA perform the audit, or by electing to have the government perform the audit. If
corrective action is not taken, the Agreements Officer shall have the right to take one or more
of the following actions:

(& Withhold or disalow a percentage of costs until the audit is completed
satisfactorily;

(b) Suspend performance until the audit is completed satisfactorily; and/or
() Terminate the agreement.

6) If itisfound that the awardee was performing a procurement contract subject to
Cost Principles (48 CFR Part 31) and/or Cost Accounting Standards (48 CFR Part 99) at the
time of agreement award, the Agreements Officer, or an authorized representative, shall have
the right to audit sufficient records of the awardee to ensure full accountability for all
government funding or to verify statutorily required cost share under the agreement. The
awardee shall retain such records for three years after final payment, unless notified
otherwise by the Agreements Officer.

Sample 4: Clause for All Awardees for flowing down requirements:

The awardee shall flow down the applicable audit access requirements, when key
participants contribute towards statutory cost share requirements or will receive total
payments exceeding $300,000 that are based on amounts generated from cost or financial
records, and request audits of key participants when the Agreements Officer advises that
audits are necessary. The Agreements Officer will provide sample audit access clauses to the
awardee. Unless otherwise permitted by the Agreements Officer, the awardee shall alter the
sample clauses only as necessary to identify properly the contracting parties and the
Agreements Officer.

The awardee shall provide a statement to the Agreements Officer when a business unit meets
the conditions for use of an Independent Public Accountant (other than pursuant to the Single
Audit Act) for any needed audits. The statement shall include the business unit's name,
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address, expected value of its award, and state that the business unit is not currently
performing on a procurement contract subject to the Cost Principles (48 CFR Part 31) and/or
Cost Accounting Standards (48 CFR Part 99) and refuses to accept Government access to its

records. Where the awardee and key participant agree, the key participant may provide this
statement directly to the Agreements Officer.
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