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(d) Evaluation criteria.

(1) In evaluating facilities capital
employed, the contracting officer—

(i) Should relate the usefulness of the
facilities capital to the goods or services
being acquired under the prospective
contract;

(ii) Should analyze the productivity
improvements and other anticipated
industrial base enhancing benefits
resulting from the facilities capital
investment, including—

(A) The economic value of the
facilities capital, such as physical age,
undepreciated value, idleness, and
expected contribution to future defense
needs; and

(B) The contractor’s level of
investment in defense related facilities
as compared with the portion of the
contractor’s total business that is
derived from DoD; and

(iii) Should consider any contractual
provisions that reduce the contractor’s
risk of investment recovery, such as
termination protection clauses and
capital investment indemnification.

(2) Above normal conditions.

(i) The contracting officer may assign
a higher than normal value if the
facilities capital investment has direct,
identifiable, and exceptional benefits.
Indicators are—

(A) New investments in state-of-the-
art technology that reduce acquisition
cost or yield other tangible benefits such
as improved product quality or
accelerated deliveries; or

(B) Investments in new equipment for
research and development applications.

(ii) The contracting officer may assign
a value significantly above normal when
there are direct and measurable benefits
in efficiency and significantly reduced
acquisition costs on the effort being
priced. Maximum values apply only to
those cases where the benefits of the
facilities capital investment are
substantially above normal.

(3) Below normal conditions.

(i) The contracting officer may assign
a lower than normal value if the
facilities capital investment has little
benefit to DoD. Indicators are—

(A) Allocations of capital apply
predominantly to commercial item
lines;

(B) Investments are for such things as
furniture and fixtures, home or group
level administrative offices, corporate
aircraft and hangars, gymnasiums; or

(C) Facilities are old or extensively

idle.

(ii) The contracting officer may assign
a value significantly below normal
when a significant portion of defense
manufacturing is done in an
environment characterized by outdated,
inefficient, and labor-intensive capital
equipment.

6. Section 215.404-71-5 is added to
read as follows:

215.404-71-5 Cost efficiency factor.

(a) This special factor provides an
incentive for contractors to reduce costs.
To the extent that the contractor can
demonstrate cost reduction efforts that
benefit the pending contract, the
contracting officer may increase the
prenegotiation profit objective by an
amount not to exceed 4 percent of total
objective cost (Block 20 of the DD Form
1547) to recognize these efforts.

(b) To determine if using this factor is
appropriate, the contracting officer must
consider criteria, such as the following,
to evaluate the benefit the contractor’s
cost reduction efforts will have on the
pending contract:

(1) The contractor’s participation in
Single Process Initiative improvements;

(2) Actual cost reductions achieved on
prior contracts;

(3) Reduction or elimination of excess
or idle facilities;

(4) The contractor’s cost reduction
initiatives (e.g., competition advocacy
programs, technical insertion programs,
obsolete parts control programs, spare
parts pricing reform, value engineering,
the use of metrics to drive down key
costs);

(5) The contractor’s adoption of
process improvements to reduce costs;

(6) Subcontractor cost reduction
efforts; or

(7) The contractor’s effective
incorporation of commercial items and
processes.

(c) When selecting the percentage to
use for this special factor, the
contracting officer has maximum
flexibility in determining the best way
to evaluate the benefit the contractor’s
cost reduction efforts will have on the
pending contract. However, the
contracting officer must consider the
impact that quantity differences,
learning, changes in scope, and
economic factors such as inflation and
deflation will have on cost reduction.

215.404-72 [Amended]

7. Section 215.404—72 is amended as
follows:

a. In paragraph (b)(1)(i), in the first
sentence, by removing “Block 18”” and
adding in its place “Block 20”;

b. By removing paragraph (b)(1)(ii);
and

c. By redesignating paragraph
(b)(1)(iii) as paragraph (b)(1)(ii).

8. Section 215.404-73 is amended by
revising paragraph (b) introductory text
and the first sentence of paragraph
(b)(2)(i) to read as follows:

215.404-73 Alternate structured
approaches.
* * * * *

(b) The contracting officer may design
the structure of the alternate, but it must
include—

* * * * *

(2) * k%

(i) The contracting officer must reduce
the overall prenegotiation profit
objective by the amount of facilities
capital cost of money. * * *

* * * * *

9. Section 215.404-74 is amended by
revising the introductory text and
paragraph (c) to read as follows:

215.404-74 Fee requirements for cost-
plus-award-fee contracts.

In developing a fee objective for cost-
plus-award-fee contracts, the

contracting officer must—
* * * * *

(c) Apply the offset policy in 215.404—
73(b)(2) for facilities capital cost of
money, i.e., reduce the base fee by the
amount of facilities capital cost of

money; and
* * * * *
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exemptions for DoD contracts performed
in Italy.

DATES: Comments on the proposed rule
should be submitted to the address
shown below on or before November 20,
2001, to be considered in the formation
of the final rule.

ADDRESSES: Respondents may submit
comments directly on the World Wide
Web at http://emissary.acq.osd.mil/dar/
dfars.nsf/pubcomm. As an alternative,
respondents may e-mail comments to:
dfars@acq.osd.mil. Please cite DFARS
Case 2000-D027 in the subject line of e-
mailed comments.

Respondents that cannot submit
comments using either of the above
methods may submit comments to:
Defense Acquisition Regulations
Council, Attn: Ms. Susan Schneider,
OUSD(AT&L)DP(DAR), IMD 3C132,
3062 Defense Pentagon, Washington, DC
20301-3062; facsimile (703) 602-0350.
Please cite DFARS Case 2000-D027.

At the end of the comment period,
interested parties may view public
comments on the World Wide Web at
http://emissary.acq.osd.mil/dar/
dfars.nsf.

FOR FURTHER INFORMATION CONTACT: Ms.
Susan Schneider, (703) 602—0326.
SUPPLEMENTARY INFORMATION:

A. Background

DoD uses the contract clause at
DFARS 252.229-7003, Tax Exemptions
(Italy), when contract performance will
be in Italy. This rule proposes
amendments to the clause at DFARS
252.229-7003 to update the information
pertaining to tax exemptions that
contractors must include on their
invoices.

This rule was not subject to Office of
Management and Budget review under
Executive Order 12866, dated
September 30, 1993.

B. Regulatory Flexibility Act

The proposed rule is not expected to
have a significant economic impact on
a substantial number of small entities
within the meaning of the Regulatory

Flexibility Act, 5 U.S.C. 601, et seq.,
because the rule makes minor changes
in invoicing requirements that apply
only to DoD contracts performed in
Italy. Therefore, DoD has not performed
an initial regulatory flexibility analysis.
DoD invites comments from small
businesses and other interested parties.
DoD also will consider comments from
small entities concerning the affected
DFARS subpart in accordance with 5
U.S.C. 610. Such comments should be
submitted separately and should cite
DFARS Case 2000-D027.

C. Paperwork Reduction Act

The rule does not add any
information collection requirements that
require the approval of the Office of
Management and Budget under 44
U.S.C. 3501, et seq.

List of Subjects in 48 CFR Part 252
Government procurement.

Michele P. Peterson,

Executive Editor, Defense Acquisition
Regulations Council.

Therefore, DoD proposes to amend 48
CFR part 252 as follows:

1. The authority citation for 48 CFR
part 252 continues to read as follows:

Authority: 41 U.S.C. 421 and 48 CFR
Chapter 1.

PART 252—SOLICITATION
PROVISIONS AND CONTRACT
CLAUSES

2. Section 252.229-7003 is revised to
read as follows:

252.229-7003 Tax exemptions (Italy).

As prescribed in 229.402-70(c), use
the following clause:

Tax Exemptions (Italy) (XXX 2001)

(a) The Contractor represents that the
contract price, including the prices in
subcontracts awarded under this contract,
does not include taxes from which the
United States Government is exempt.

(b) The United States Government is
exempt from payment of Imposta Valore
Aggiunto (IVA) tax in accordance with

Article 72 of the IVA implementing decree on
all supplies and services sold to United
States Military Commands in Italy.

(1) The Contractor shall include the
following information on invoices submitted
to the United States Government:

(i) The contract number.

(ii) The IVA tax exemption claimed
pursuant to Article 72 of Decree Law 633,
dated October 26, 1972.

(iii) The following fiscal code(s):
[Contracting Officer must insert the
applicable fiscal code(s) for military activities
within Italy: 80028250241 for Army,
80156020630 for Navy, or 91000190933 for
Air Force].

(2)(i) Upon receipt of the invoice, the
paying office will include the following
certification on one copy of the invoice: “I
certify that this invoice is true and correct
and reflects expenditures made in Italy for
the Common Defense by the United States
Government pursuant to international
agreements. The amount to be paid does not
include the IVA tax, because this transaction
is not subject to the tax in accordance with
Article 72 of Decree Law 633, dated October
26, 1972.” An authorized United States
Government official will sign the copy of the
invoice containing this certification.

(ii) The paying office will return the
certified copy together with payment to the
Contractor. The payment will not include the
amount of the IVA tax.

(iii) The Contractor shall retain the
certified copy to substantiate non-payment of
the IVA tax.

(3) The Gontractor may address questions
regarding the IVA tax to the Ministry of
Finance, IVA office, Rome (06) 520741.

(c) In addition to the IVA tax, purchases by
the United States Forces in Italy are exempt
from the following taxes:

(1) Imposta di Fabbricazione (Production
Tax for Petroleum Products).

(2) Imposta di Consumo (Consumption Tax
for Electrical Power).

(3) Dazi Doganali (Customs Duties).

(4) Tassa di Sbarco e d’Imbarco sulle Merci
Transportate per Via Aerea e per Via
Maritima (Port Fees).

(5) Tassa de Circolazione sui Veicoli
(Vehicle Circulation Tax).

(6) Imposta di Registro (Registration Tax).

(7) Imposta di Bollo (Stamp Tax). (End of
clause)

[FR Doc. 01-23689 Filed 9-20-01; 8:45 am]
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