PCO STUDY GUIDE

TOPIC:  “Other Transactions” for Prototype Projects       
   DATE:  14 Nov 01

REFERENCES:  AFMC Procedures for Other Transaction for Prototype Agreements dated May 2001; the Under Secretary of Defense for Acquisition, Technology and Logistics (USD(AT&L)) “Other Transactions (OT) Guide for Prototype Projects” dated January 2001; and the Assistant Secretary of the Air Force (Acquisition) (SAF/AQ) policy memorandum dated 6 May 97 (provides Air Force guidance for executing an OT Agreement for prototype program).

DEFINITION:  For DoD, “other transactions” is a term commonly used to refer to the 10 U.S.C. 2371 authority to enter into transactions other than contracts, grants or cooperative agreements. Section 845 of Public Law 103-160, as amended, provides the Secretary of the Air Force authority to enter into transactions (other than contracts) for prototype projects directly relevant to weapons or weapon systems proposed to be acquired or developed by the DoD.  Amendments to the Defense Authorization Act for Fiscal Year 2001 extended this authority to 30 Sep 2004, and also established new conditions for appropriate use of the OT authority for prototype projects.

KEY INFORMATION:  Use OT Prototype Agreements during Milestone A (Concept & Tech Development) or Milestone B (System Development & Demonstration), and before Milestone C (Production & Deployment) – (prior to Low Rate Initial Production (LRIP) or Full Rate Production and Deployment). OT Agreements should allow traditional defense Contractors to consider new ways of doing business, and allow the Government wider flexibility to execute commercial-like agreements with firms who normally would not do business with the Government (e.g. nontraditional defense contractors). OT Agreements are generally not subject to federal laws and regulations, and are not required to comply with the FAR and its supplements.  Early and continue use of legal counsel will enhance the effectiveness of the OT Agreement.  Appropriate use of an OT Agreement includes having at least one third (1/3) of the total cost of the prototype project paid out by a party other than the Government (cost sharing).  Milestone payments are made for both fixed price and cost type OT Agreements.  An acquisition strategy document must be prepared and is based upon the complexity and dollar value of the prototype project planned. 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. OT Agreements should transition into a traditional Government contract for continued acquisition of the developed weapon or weapon system. 

ADDITIONAL INFORMATION:  OT Agreements have been used primarily by DARPA for basic, applied, and advanced research projects (OTs for Research Projects).

THRESHOLDS:  OT Agreements that exceed $5M are subject to Congressional notification and public announcement (1279 report).  AFMC/PKT submits an annual report to Congress on all OT Agreements.

(see www:afmc-mil.wpafb.af.mil/HQ-AFMC/PK/pkt/otjump.htm

