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MEMORANDUM FOR DIRECTOR, DEFENSE PROCUREMENT


                                        


                               THROUGH:  DIRECTOR, DEFENSE LOGISTICS AGENCY





SUBJECT:  Source Inspection Processes and Management Reform Memorandum                                                                                                          


                   (MRM) 10





     During the course of accomplishing MRM 10, the Process Action Team of Military Service and DLA representatives has discovered some barriers within acquisition processes that are preventing the reduction of source inspection when it is not required for technical reasons.   





     One significant area is concerning procurements for FMS.  Contracting Officers are interpreting the requirement for FOB Origin in DoD 5105.38-M, Security Assistance Management Manual Section 80206 - Transportation, Paragraph B - Title Transfer, as a requirement for Government Source Inspection.  This has the effect of causing delegations of  Source Inspection when only delegations of Acceptance functions are needed.





     Another area is when buys are made against existing BOAs or LTCs.  When the Place of Inspection is reviewed (as in the current review for MRM 10), Contracting Officers are not amending or developing new contract vehicles to reflect the determinations.  While this will resolve itself in the future when the BOAs or LTCs expire, this is an unnecessary expenditure of resources.  





     The largest number of  requirements are clearly due to Contractors requesting FOB Origin or Source Inspection in the belief that it expedites contract payment or for the convenience of the Contractors.  These situations should be carefully reviewed and the Government should clearly be receiving consideration for inspections being performed when they are not needed.  Contracting Officers should be encouraged to negotiate consideration in all cases.





     To provide some information on the scope of the above situations, statistics that were obtained by the Defense Logistics Support Command is provided.  





Should you have questions or concerns regarding information contained in the attached reports, please contact Ms. Ella E. Studer, (703) 767-3398.








                                                                                   


                                                                   TIMOTHY P. MALISHENKO


                                                                   Major General, USAF


                                                                   Commander
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 The following is the 2nd  QTR FY 98 figures from the Defense Logistics Support Command where buys were changed from destination inspection and acceptance to source inspection per contractor request.


 


Center�
Total # of Buys�
# of Buys Changed�
% Changed to Source�
�
DSCC �
97,578�
12,741�
13.05�
�
DSCR�
72,796�
3181�
5.95�
�
DISC�
69,392�
4,799�
6.91�
�
DSCP�
90,959�
809�
.89�
�
DLSC Totals�
330,725�
22,683�
6.86�
�









Non-technical reasons for changes from destination inspection and acceptance to source inspection as determined by sampling the above.


 


Center�
% BOAs/LTCs�
%FMS/FOBOrigin�
% Contractor Request�
�
DSCC �
22�
1�
57�
�
DSCR�
27�
19�
51�
�









