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PSP 275.3.A.2.5                                                                                                    August 11, 2004 
 04-PSP-045(R) 
 
MEMORANDUM FOR REGIONAL DIRECTORS, DCAA 

DIRECTOR, FIELD DETACHMENT, DCAA 
 
SUBJECT: Director, Defense Procurement and Acquisition Policy (DPAP) Guidance on 

Contract Pricing and Cost Accounting - Compliance with DFARS 252.211-7003, 
Item Identification and Valuation 

 
Summary 
 

On July 19, 2004, DPAP issued the attached guidance to assist DoD contracting 
personnel in pricing and accounting for costs to comply with DFARS 252.211-7003, Item 
Identification and Valuation.  In summary, the direct and indirect costs incurred to comply with 
DFARS 252.211-7003 are generally allowable, provided they comply with applicable 
assignment and allocability requirements of the Cost Accounting Standards (CAS) and Federal 
Acquisition Regulations (FAR) Part 31.   

 
Background 
 

The Department of Defense is pursing the implementation of unique item identification 
(UID) which will enable traceability of an item throughout its life cycle within the DoD 
Inventory System.  Information regarding this initiative can be found at www.acq.osd.mil/uid. 
As part of this initiative, DoD issued an interim rule, on December 31, 2003, requiring all 
solicitations issued after January 1, 2004 to include contract clause DFARS 252.211-7003.  This 
DFARS clause requires all contractors to uniquely identify, through the use of item identification 
marking, all items to be delivered to the Government with unit acquisition costs of $5,000 or 
more.  DFARS 252.211-7003 also requires contractors to furnish the unit acquisition costs of 
each item and defines the unit acquisition cost as: 

 
• the unit price identified in the contract at the time of delivery for fixed-price 

type contract line items; and 
 

• the contractor’s estimated fully burdened unit cost to the Government for each 
item at the time of delivery for cost-type contract line items.   

 
Guidance 

 
 Auditors should utilize the attached guidance to assist in evaluating the contractor’s 
accounting treatment of the costs to implement the DFARS 252.211-7003 requirement.  
Although these costs are generally allowable, the DPAP guidance addresses the assignment of 
these costs to cost accounting periods, the allocation of these costs to final cost objectives and 
the pricing of these costs in new and existing contracts. 

http://www.acq.osd.mil/uid
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If FAO personnel have any questions on the subject, they should contact regional 
personnel.  If regional personnel have any questions, they should contact the Headquarters, 
Special Projects Division, at (703) 767-3290. 
 
 
                   /Signed/ 
 Robert DiMucci 
       Assistant Director 
       Policy and Plans 
 
Enclosure: 

DPAP Memorandum dated July 19, 2004, Subject:  Contract Pricing and Cost Accounting – 
Compliance with DFARS 252.211-7003, “Item Identification and Valuation” 
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