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This instruction implements AFPD 64-lhe Contracting Systenit establishes procedures for the man-
agement of contractor delivery performance on contracts for spare parts (both initial and replenishmen
spares), support equipment, and related data items. It applies to all AFMC contracting offices which issue
or manage contracts for spare parts or weapons support equipment that are tracked onAkbqul641,

tion and Due-in System (ADIQ)r its successor system. It does not apply to services or construction con-
tracts or US Air Force Reserve and Air National Guard units and members. It describes the roles anc
interfaces of Defense Contract Management Agency (DCMA) and AFMC organizations involved in the
management of these contracts as well as the automated administrative systems which support the pr
cess. Its purpose is to foster the integration of these elements to optimize the use of resources, avo
duplication of effort, establish process measures, and maximize control and oversight of contractor per-
formance. Attachment 1 is a list of abbreviations. Attachment 2 provides a strawman description of the
sequential steps to the contractor delivery surveillance process on a typical spare part or support equif
ment contract.

SUMMARY OF REVISIONS

This revision corrects references to DCMA offices according to recent name changes and change:
Defense Logistics Agency (DLA) Directive 5000.4 to DCMA Directive 1. Updates paragraph 3, Dele-
gated CAS Procedures, to reflect how the contractor is monitored; updates paragraph 4, AFMC Proce
dures, by deleting language referring to the Automated Contractor Responsibility Review Program
(ACRRP); and corrects paragraph 5, Process Measures, by changing Quality Performance Indicator
(QPI) to Business Performance Indicators (BPI) .

1. Contract Management Principles.The contracts which are subject to these procedures are typically
described as "high velocity, high volume." They vary in nature from simple to complex; often involve
technical or first article qualification; often specify multiple delivery schedules; require short notice
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changes in delivery destinations and schedules; and run the gamut from inventory items to critical items
"needed now" for mission support. Thousands of these contracts are active at any given time and their
status is monitored and managed through a network of automated requirements, procurement, and inven-
tory management systems. In the context of this environment, there is a set of general principles which
should be followed for the effective and efficient execution of these contract actions. Regardless of the
organizational placement of contract management personnel--matrixed, "cradle to grave,” or separate
contract management organization--or whether contract administration services (CAS) are delegated or
retained, these principles apply. Buyers, contracting officers, and contracting managers are accountable
for the application of these principles. The procedures described in this instruction elaborate on these
principles. The principles are:

1.1. Write descriptive contracts with specific delivery requirements that reflect item manager (IM)/
customer need dates. If the need date is impossible to achieve, obtain IM/customer coordination on
acceptable delivery dates.

1.2. Use DCMA CAS personnel as effective agents to help in the surveillance and management of the
contract actions. Communicate your special needs to them as soon as known.

1.3. Expect excellent CAS support and communicate and escalate your disappointment if you don't
get it.

1.4. Carefully consider and exercise contractual remedies on delinquent contracts.
1.5. Grant contractual relief when in the best interest of the government to do so.

1.6. Ensure all affected automation systems have timely updates that reflect accurate information.
Meticulously work error listings and understand the relevant connections between data systems.

1.7. Measure process and subprocess outputs, the accuracy and usefulness of process data, and tak
corrective actions on the root cause of process problems, when indicated.

1.8. Measure contractor performance and customer satisfaction for the purposes of continuous pro-
cess improvement.

2. Retained CAS ProceduresThe general procedures described in paragraphs 4 and 5 of this instruc-
tion are directed toward contracts which are delegated to DCMA for administration. However, most of
these procedures apply to all contracts, whether administration is delegated or retained by the buying
offices. When contract administration is retained by the buying office, perform those operations other-
wise performed by DCMA, if they are necessary for the management of the retained contract.

3. Delegated CAS Procedures.

3.1. General.Delegate CAS to DCMA, except in rare cases which can be documented by the excep-
tions in Federal Acquisition Regulation (FAR), Part 42. Through effective use of CAS delegation,
establish working relationship with DCMA field units that avoids overlapping and duplicative gov-
ernment effort, shows one face to industry, and relies on them to supplement the buying activities'
contract management work force. Once delegated, DCMA has the primary responsibility for interface
with the contractor. If you find that direct contractor contact is often necessary to get status or
progress reports on contract delivery, something is wrong and the problem should be communicated
to the responsible CAS offices and, if necessary, elevated up the management chain. It is essential
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that positive and constructive contact be made with DCMA management to describe problems and
that CAS requirements are clear and understood.

3.2. DCMA Surveillance ProceduresDCMA Directive 1,Contract Manageme (One Book),
Volume VI, Chapter 2, Product and Manufacturing Assurar, describes DCMA procedures and
policies for contract management office (CMO) contractor delivery surveillance. It complements the
FAR, Parts 42.1106 and 9.1 and the Department of Defense (DoD) FAR Supplement (DFARS), Part
242.1104. Become familiar with these documents and set your expectations consistent with them.

3.3. Surveillance OptionsDCMA policies provide for production surveillance on two levels which

are dependent on the nature of the contracting action and its criticality and importance to the buying
office. The type of surveillance performed by the CMO is determined according to DFARS 242.1104.
As a minimum, predelivery telephonic surveillance will be performed on all contracts. Criticality des-
ignator A contracts (see FAR 42.1105), contracts specifically identified for special surveillance by the
contracting officer, and any contract where telephonic surveillance reveals actual or potential delin-
guencies and on-site surveillance is warranted will receive predelivery in-plant surveillance. On-site
delivery surveillance includes the development of a surveillance plan and plant visits to assess the
adequacy of contractor progress necessary to meet contract delivery schedules.

3.4. Notification of Potential or Actual DelinquenciesA potential delinquency is an item that is

not yet late but is predicted to be late by the cognizant CMO. DCMA has committed to provide reports
of any potential or actual delay in contractor delivery. CMO notification[s] to the buying office of an
actual or potential delinquency will be made through ALERTS, DCMA'’s automated delivery surveil-
lance system. ALERTS is a web-based management and communication tool that provides a two-way
exchange of information from the CMO and buying activities. Accelerated Delivery Requests (ADR)
explained in paragraph 4.2.1, Customer Priority Lists explained in paragraph 4.2.3, can be communi-
cated through ALERTS, as well as other requests for information on specific contractual issues. Infor-
mation on ALERTS can be found on DCMA'’s website at: http://alerts.dcmdw.dcma.mil/support/.
Telephone calls, FAXs, electronic messages to central bulletin board or to individual contracting
officers, or written communications may be used by the CMO. If requested, DD FormDelay in
Delivery, can be mailed to DoD activities that cannot receive electronic transmissions. DD Form 375,
Production Progress Report/375C, Production Progress Report (Continuatior message or let-

ter, may be sent to the buying office when requested, if corrective action or shipment is not imminent,
or if the CMO industrial specialist perceives the need.

3.5. Notification of Shipments.CMO notification to the buying office of contractor shipments is
done by way of shipment performance notices (SPN) which are transmitted electronically through
Military Standards Contract Administration Procedures (MILSCAP). In addition, for destination
acceptance items only, a MILSCAP Destination Acceptance Reporting and Tracking alert is issued by
the Defense Finance and Accounting Service (DFAS) to the receiving activity advising of the ship-
ment. The alert is a turnaround notice for the receiving activity to notify the payment office when
acceptance occurs.

4. AFMC Procedures.

4.1. General AFMC contracting office's responsibilities for managing contractor delivery perfor-
mance start before the issuance of the contract. Contracts should be awarded to responsible contra
tors who are capable of meeting the delivery requirements and have demonstrated that capability
either through solid records of past performance or government review of their capability. That solid,
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credible record is directly influenced by the competent management of current contracts. The
Requirements Activity should ensure schedules are achievable, and ensure that government property,
facilities or equipment to be furnished under the contract, will be available. To be enforceable, deliv-
ery schedules must be clearly understood by the contractor, the CMO, and the buying office. To avoid
confusion by the various parties in the process, express contract delivery dates as specific calendar
dates, unless there are very good reasons not to do so. This means avoid "after receipt of order" type
delivery schedule provisions and, if specific calendar dates are not used, convert the delivery dates to
specific calendar dates.

4.2. Postaward ManagemeniThe objective of all contracts is to have on-time delivery without hav-

ing to further modify the delivery sched and to have contract files and computer systems that
reflect the true performance of the contractor. To meet this objective, ensure that all parties to the con-
tract meet their obligations, that necessary corrective actions are promptly taken whenever actual or
potential delinquencies exist, and that records are accurately updated in a timely fashion. Be respon-
sive to item manager's and the CMO's needs and expect the same support from them. Apply the prin-
ciples listed in paragraph 1 to achieve this objective.

4.2.1. Time Sensitive Items. A time sensitive item is any item on contract for which delivery on

or before the contract due-date is crucial to the Air Force mission. If all line items on a contract are
time sensitive, then the contract is time sensitive. Closely manage these items. If not on a critical-
ity designator A contract (see paragraph 3.3), identify these items to the cognizant CMO on either
a special request or customer priority list (CPL), as soon as the requirement is known. If items
become time sensitive after contract award, provide the CMO with a special request for support,
and, if accelerated delivery is desired, process an ADR as soon as possible and ensure the cog-
nizant CMO receives a copy of the ADR. ADRs are processed by DCMA as a type of special
request and; accordingly, items listed on ADRs are given pre-delivery surveillance.

4.2.2. Customer Priority Lists. CPLs are lists of critical contracts or critical items on contracts
which require predelivery in-plant surveillance by DCMA (see paragraph 3.3). They are but one of
several optional means to identify items requiring predelivery surveillance to the CMO and are not
needed if time sensitive items are identified by other means such as criticality designator A con-
tracts or ADRs. CPLs may also include contracts with "high risk" contractors. High risk contrac-
tors are those with documented poor delivery performance on prior contracts or those identified in
preaward surveys or other government reviews as being of high risk. If only certain line items on
a contract are time sensitive, identify only those items on the CPL. CPLs are sent to the cognizant
CMO. Put items on CPLs judiciously. DCMA cannot provide on-site predelivery surveillance on
all items. If all items on contracts are identified as time sensitive to DCMA, then everything
receives the same treatment and the net effect is that nothing is time sensitive. To avoid multiple
and possibly conflicting direction from a single buying office to a single CMO, manage CPLs
through a single focal point for the product directorate, air logistics center (ALC), or other
arrangement, as appropriate. Establish appropriate frequencies for issuing and updating CPLs. As
a minimum, list contract numbers, time sensitive contract line item numbers, and the reason for
being time sensitive on the CPL. Ensure CPLs are kept current by updating them with each issu-
ance of new lists. If items or contracts are no longer time sensitive, remove them from the CPL.

4.2.3. Notification of Performance Delays. Notification of delinquencies or potential delinquen-
cies is provided by DCMA (see paragraph 3.4). In addition, they provide the cause of the delin-
guency (as determined by DCMA with a contractor delivery date revision agent code) and a
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projected delivery date. Accurate and timely receipt of notifications of delinquencies are
important to effective and efficient contract management. If the system is working well, expect
notification on every forecasted or actual delinquency. Periodically measure the process effective-
ness, accuracy, and timeliness and take corrective actions as appropriate.

4.2.3.1. Responding to Delay Notificatic React promptly to notifications of delays in ship-
ment. Optional corrective actions are listed in paragraph 4.2.5. Notify the item manager of all
delays, as appropriate, within 5 workdays of notification and document the action taken in the
contract file within 30 days. Update contract delivery status records in computer data files as
soon as possible. Inaccurate or untimely posting of changes to delivery due-dates or item
delivery status will result in inaccurate contractor performance ratings and, consequently,
could wrongly impact some contractor's future business with AFMC.

4.2.4. Amended Shipping Instructions (ASI) and Initial Shipping Instructions (I1SI). ASIs and ISlIs
are frequently used on spare parts and reparable items contracts. Efforts to reduce inventories an
shipping and storage costs will require more frequent use of ASIs and ISIs. When issuing an ASI
or ISI, it is sometimes necessary to provide quick instructions to the contractor. Ensure ASls and
ISIs are processed expeditiously according to their urgency, that resulting contract modifications
are processed promptly to meet the urgency of the ASI or ISI, and that all data systems records ar
updated before the contract due-date to reflect the new shipping destinations. Inform all parties
involved in the shipment and receipt of the item of the new shipment destination including the
contractor, the CMO, DFAS, and the depot. Failure to do the above, will result in data system
mismatches and cause unnecessary manual corrections of SPN transaction rejections.

4.2.5. Corrective Actions. Following notification of a delivery delay, determine whether the con-
tractor is or is not at fault (whether the delay is excusable or inexcusable). The contractor should
be charged with a delinquency in delivery only if determined to be at fault. If after a reasonable
attempt, a determination of fault cannot be made and further attempts are not reasonable, annotat
all appropriate records including the official contract file and contract computer records to ensure
the contractor will not be charged with a delinquency. Take action to determine fault as soon as
the delay is known, preferably before the item goes delinquent. Fault determination is the primary
factor in selecting the appropriate corrective action. Remedy excusable contractor delivery delays
(for example, see FAR 52.249-Defauli (Fixed Price-Supply and Servic and FAR 52.249-14,
Excusable Delay or government caused delays so as to establish a firm delivery date (bilaterally,
whenever possible) and to preclude the contractor from being charged with a delinquency. As
appropriate, under the terms and conditions of the contract, negotiate a modification to the con-
tract to remedy all excusable and/or government caused delays regardless of the duration of th
delay. If a contract modification is not executed, as a minimum, annotate all appropriate records
to preclude the contractor from being charged with a delinquency. If action or inaction, of the
government caused delay, ensure that the conditions which caused the action, or inaction, havi
been corrected. For delinquencies resulting from inexcusable contractor delays, decide on ar
appropriate course of action such as a delivery schedule extension (with appropriate consider-
ation) or a partial or complete termination of the contract. Document the delinquency in all appro-
priate contractor performance history files.

4.2.5.1. Extending Contract Schedules. To preclude a waiver of the government's rights under
the contract, the government is expected to diligently administer each contract. Taken to the
extreme, this can mean that each and every delinquent event under a contract, regardless of th
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extent of the delinquency (even one day!), must be reconciled with a contract modification.
This requires an assessment of the "fault" of the delinquency, an assessment of the extent of
damages to the government or the contractor, negotiation of the terms and conditions of the
contract to be modified, and finally, the execution of the modification and completion of the
related data inputs to ensure that the records in all data systems are up to date and match.
Decide based on the facts and circumstances of the particular procurement whether a modifi-
cation to the contract is necessary to preserve the rights of the government or to resolve
requests for equitable adjustments of the contract issues. As appropriate when the delay is the
fault of the contractor, consider all pertinent factors including the cause and duration of the
delay, damages to the government, and other associated administrative costs before formally
extending the contract delivery schedule. In some cases, this will mean that the contract deliv-
ery schedule will not be extended because of the impracticality or cost ineffectiveness of doing
an extension. In other cases, a delay on the part of the contracting officer to take decisive,
timely action when the contractor is at fault may result in the loss of the government's rights to
consideration for the delay and the right to terminate the contract for default.

4.2.5.1.1. Adequacy of Consideration for Schedule Extensions. Do not extend contract
delivery schedules for contractor caused delays without adequate consideration. The only
exception to this is the case whereby, the government in failure to take timely actions, has
waived its right to the current delivery schedule and must establish a new schedule in order
to take further corrective actions with the contractor. Consideration for extension of
schedules need not be limited to a reduction of contract price. Consider trade-off of other
rights or items of value to the government. If the consideration is not monetary, it must be
something of value to the government and its value must be commensurate with the
amount the contract price would have been otherwise reduced. Derive the amount of con-
sideration from the length of the delivery schedule slippage, dollar value of the delinquent
items, and the administrative or unusual costs experienced by the government. Consider
costs of workarounds, cannibalizations, additional pipeline costs, buying or leasing special
equipment, and any other pertinent costs. Administrative costs of contract modifications
differ from center to center. Establish standards at each center for the administrative cost
of modifications and use those standards to establish the negotiating position with contrac-
tors.

4.2.5.2. Terminations. Terminate the contract if mission requirements will accommodate such

an action and it is determined to be otherwise in the best interest of the Air Force. Balance fac-
tors such as availability of sources, criticality of need, and procurement lead time against the
reliability of the contractor, the cause of the delinquency (excusable, inexcusable, or govern-

ment caused), and other pertinent factors when making such a decision. Before electing to ter-
minate, work closely with requirements and legal personnel.

4.2.5.3. Documenting Past Performance. Ensure that contractor performance data which are
maintained in our computer systems are accurate and posted in a timely fashion. The fact that
we have extended a contract delivery schedule and received consideration for that extension
does not preclude us from using a contractor's delinquent record in past performance evalua-
tions. Therefore, in vendor rating or contractor responsibility determination systems, delivery
performance ratings will be based on how well contractors meet the original contract schedule
unless the schedule has been modified due to excusable reasons or government-caused delays.
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5. Process Measuies.

5.1 Business Performarce Indcatas (BR). On-time delivery to contract dugate meases contrac-
tor performanceo the ontract delvery requrement The BPI reprts the quartety percentageof
contact line items (at thecommand ad ALC levels) deliveed ontime  the contractiue date.

5.1.1. The data to support this BPI are reported monthly in JO41 reports, which includes data

basd on units, sckdules, dolars, and contacts, aswvell as Ine items. Bcause it is ecumulated
and reported at the product directorate idertification code level, these rgorts can also be
employed by the buying activity to measure contractor's performance and to identify problem

contractors and th cognzant CMO for that contracor. Use thee reports as neded to identify

sources of prodemsand take corrective actions. Condder establishing further daghogic mea-
sures o allow identfication of roat catses and sources pfoblems.

RICHARD L. VOLPE, Col, USAF
Chief, Contractig Policy Division
Directorate of Contrading
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Attachment 1
GLOSSARY OF ABBREVIATIONS

Abbreviations

ADIS—Acquisition and Due-in System

ADR—Accelerated Delivery Request

ALC— Air Logistics Center

ASI—Amended Shipping Instruction

CMO—_ Contract Management Office

CAS—Contract Administration Services

CPL—Customer Priority List

DCMA— Defense Contract Management Agency
DFARS—DoD FAR Supplement

DFAS—Defense Finance and Accounting Service

DLA— Defense Logistics Agency

DoD—Department of Defense

FAR—Federal Acquisition Regulation

ISI—Initial Shipping Instruction

MILSCAP— Military Standards Contract Administration Procedures
MOCAS—Mechanization of Contract Administration Services
BPI—Business Performance Indicator

SPN—Shipment Performance Notice
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Attachment 2
THE CONTRA CTOR DELIVERY SURVEILLANCE PROCESS

A2.1. General. For purpaes d this attachment the contractor éivery surveillanceprocess is defined
to start with tle award of a contraand end with tle posting of shipmenand receipt of itemeequiring
delivery underthe contrect in the governmert datasystens. There are many variaions inthis process
which depend on the degref involvement of buying office personnel in tle process, whether or not full
contract administration rgponsibiliies are delegted to the D@AA, location ofthe workcalled fa under
the contract, datsystem requements and cabilities, etc The procesdescribed in this attachment at
the time @ publication of this irstruction, depicts the prosg on a typcal AFMC spare parts or weapons
system logstics support item procurement. A kegsumption in develping this proces deription is
that al AFMC buying dfices and DM A opeational units wil perfom production survdiénce acord-
ing to treir respective command presibed procedues.

A2.2. Steps and Join AFMC/DCM A Responsibilties of theContractor Production Surveillance
Proces.

Sequential Steps dponsible Organization Regulatory Reference
Distribute contract Buying office BMCM 64-10<Acquisition

and Due-in $stan (ADIS) (JO47)
MOCAS manual

Abstractcortract to JO41 Buying dfice AFMCMb4-104 (AFMC,
Contracting, ADIS)

Abstract contract tMOCAS or DFAS and/or buying MOCAS manu& AFMCM
Acquisition office

Management Irformation Sgtem

Manage corract CMO or buying office
Screen/ reviev contact of contracts All pariesreceiving copies
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Idertify priority items by caegory asfoll ows: DFARS 242.1104

- Criticality desigiator A contracts Buying dfice PARS 242.1105
- Suppat delegationggenerally issued from QVIO
the cognizant CM O to asuppating CMO)

- Spedal request: Buying dfice
- Cugome priority lists Buying dfice
- Highrisk contactors MO or buyirg office
- First articles Buying dfice
Perform contractorsurveillance as follow: CMO DCMA Directive 1

Onsite surveillance: Peformed on priaty
items. Process includes #hdevelopment

of asurveillanceplan (usually within 30 days
of contratreceipt or othenatification) and
plart visits to assess contactor progress.

Telephorg Surveillance Peformed on all
other items. Process includeséheview of
contrat shipment da-dates sing MOCAS
reportsgcalling the contractognd
documentig the file.
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Repot delively status as flows:

Repating of delinquencies or potentia

delinquenaesis by the media prescribed

V1O

by thre buying dfices. Mediacould ketelephoric

electronic, or @per copy by FAX or US mail.

Otherstatusreporting is by special request only,

viatelephone, lettegr FAX. DCMA policy

Is to respond by the same medi from which the

requet for support was trasmitted or as
specified in the support reqse

Take correctivection as follows:

Determine appropriate adion
(coordinated effid)

If delay is excuable or governmen

caused, extedhthe contract delivery date.

If delay isinexcusable and corgctor
caused, documercontactor's leck
of peformance and:

Issue contraicschedule motiicatior
for consideration.

If delegaedto CMO
If not delegated toCMO

Or terminate contrad
Or contrad line item

Buying officeand QMO

Buying office andCMO

CMO
Buying office

Buying dfice

11

@MA Directive 1/
DFARS/DoD4000.2%-M,

DoD MILSCAP Procedures

DCMA Directive 1/
D f90025-5-M

DCMA Diredive 1/FAR/
DFARS

FAR 49.402-3,d47 an

FAR4024 and 7

FAR 49.402and 7
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Authorize, report, and pst item
shipmeniand receipt, as follows:

Fill out DD Form 250 Material Contrador DFARS Appendx F
Inspe&tion and Receing Report

Accept products(sign DD Form 250 CMOor buyingoffice FAR 46.501
Distribute DD Form 25( Contrador DFARS Appendk F
Shipitems Contrador Contract &rms

Repat and pat shipments as follows:

- Pcst in MOCAS generate SPN to CMO MOCAS Manu,
buying office DoD 4000-255-M
- P&t shipmeniin J041.0Options are:*  AFMCM 64-101
Based onan SPN* Buying offi ce
Basead on a DD Form 250* Buying office

*Note either lor 2 is paformed as required.
Posttem receiptitem receipt’ DLA depot,receiving AFM 23-11(USAF Supply
data sgtems D03 and J041 organiation, or item manager Manual



