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“Partial termination” means the termination of a part, but
not all, of the work that has not been completed and accepted
under a contract.

“Past performance” means an offeror’s or contractor’s per-
formance on active and physically completed contracts (see
4.804-4).

“Performance-based acquisition (PBA)” means an acqui-
sition structured around the results to be achieved as opposed
to the manner by which the work is to be performed.

“Performance Work Statement (PWS)” means a statement
of work for performance-based acquisitions that describes the
required results in clear, specific and objective terms with
measurable outcomes.

“Personal property” means property of any kind or interest
in it except real property, records of the Federal Government,
and naval vessels of the following categories:

(1) Battleships;
(2) Cruisers;
(3) Aircraft carriers;
(4) Destroyers; and
(5) Submarines.

“Personal services contract” means a contract that, by its
express terms or as administered, makes the contractor per-
sonnel appear to be, in effect, Government employees (see
37.104).

“Plant clearance officer” means an authorized representa-
tive of the contracting officer, appointed in accordance with
agency procedures, responsible for screening, redistributing,
and disposing of contractor inventory from a contractor’s
plant or work site. The term “Contractor’s plant” includes, but
is not limited to, Government-owned contractor-operated
plants, Federal installations, and Federal and non-Federal
industrial operations, as may be required under the scope of
the contract.

“Pollution prevention” means any practice that—
(1)(i) Reduces the amount of any hazardous substance,

pollutant, or contaminant entering any waste stream or other-
wise released into the environment (including fugitive emis-
sions) prior to recycling, treatment, or disposal; and

(ii) Reduces the hazards to public health and the
environment associated with the release of such substances,
pollutants, and contaminants;

(2) Reduces or eliminates the creation of pollutants
through increased efficiency in the use of raw materials,
energy, water, or other resources; or

(3) Protects natural resources by conservation.
“Power of attorney” means the authority given one person

or corporation to act for and obligate another, as specified in
the instrument creating the power; in corporate suretyship, an
instrument under seal that appoints an attorney-in-fact to act
in behalf of a surety company in signing bonds (see also
“attorney-in-fact” at 28.001).

“Preaward survey” means an evaluation of a prospective
contractor’s capability to perform a proposed contract.

“Preponderance of the evidence” means proof by informa-
tion that, compared with that opposing it, leads to the conclu-
sion that the fact at issue is more probably true than not.

“Pricing” means the process of establishing a reasonable
amount or amounts to be paid for supplies or services.

“Principal” means an officer, director, owner, partner, or a
person having primary management or supervisory responsi-
bilities within a business entity (e.g., general manager; plant
manager; head of a division or business segment; and similar
positions).

“Procurement” (see “acquisition”).
“Procuring activity” means a component of an executive

agency having a significant acquisition function and desig-
nated as such by the head of the agency. Unless agency regu-
lations specify otherwise, the term “procuring activity” is
synonymous with “contracting activity.”

“Projected average loss” means the estimated long-term
average loss per period for periods of comparable exposure to
risk of loss.

“Proper invoice” means an invoice that meets the mini-
mum standards specified in 32.905(b).

“Purchase order,” when issued by the Government, means
an offer by the Government to buy supplies or services,
including construction and research and development, upon
specified terms and conditions, using simplified acquisition
procedures.

“Qualification requirement” means a Government require-
ment for testing or other quality assurance demonstration that
must be completed before award of a contract.

“Qualified products list (QPL)” means a list of products
that have been examined, tested, and have satisfied all appli-
cable qualification requirements.

“Receiving report” means written evidence that indicates
Government acceptance of supplies delivered or services per-
formed (see Subpart 46.6). Receiving reports must meet the
requirements of 32.905(c).

“Recovered material” means waste materials and by-prod-
ucts recovered or diverted from solid waste, but the term does
not include those materials and by-products generated from,
and commonly reused within, an original manufacturing pro-
cess. For use in Subpart 11.3 for paper and paper products, see
the definition at 11.301.

“Registered in the CCR database” means that—
(1) The contractor has entered all mandatory informa-

tion, including the DUNS number or the DUNS+4 number,
into the CCR database; and

(2) The Government has validated all mandatory data
fields, to include validation of the Taxpayer Identification
Number (TIN) with the Internal Revenue Service (IRS), and
has marked the record “Active”. The contractor will be
required to provide consent for TIN validation to the Govern-
ment as a part of the CCR registration process.

“Renewable energy” means energy produced by solar,
wind, geothermal, and biomass power.

“Renewable energy technology” means—
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(1) Technologies that use renewable energy to provide
light, heat, cooling, or mechanical or electrical energy for use
in facilities or other activities; or

(2) The use of integrated whole-building designs that
rely upon renewable energy resources, including passive solar
design.

“Residual value” means the proceeds, less removal and
disposal costs, if any, realized upon disposition of a tangible
capital asset. It usually is measured by the net proceeds from
the sale or other disposition of the asset, or its fair value if the
asset is traded in on another asset. The estimated residual
value is a current forecast of the residual value.

“Responsible audit agency” means the agency that is
responsible for performing all required contract audit services
at a business unit.

“Responsible prospective contractor” means a contractor
that meets the standards in 9.104.

“Scrap” means personal property that has no value except
its basic metallic, mineral, or organic content.

“Segment” means one of two or more divisions, product
departments, plants, or other subdivisions of an organization
reporting directly to a home office, usually identified with
responsibility for profit and/or producing a product or service.
The term includes—

(1) Government-owned contractor-operated (GOCO)
facilities; and

(2) Joint ventures and subsidiaries (domestic and for-
eign) in which the organization has—

(i) A majority ownership; or
(ii) Less than a majority ownership, but over which

it exercises control.
“Self-insurance” means the assumption or retention of the

risk of loss by the contractor, whether voluntarily or involun-
tarily. Self-insurance includes the deductible portion of pur-
chased insurance.

“Senior procurement executive” means the individual
appointed pursuant to section 16(3) of the Office of Federal
Procurement Policy Act (41 U.S.C. 414(3)) who is responsi-
ble for management direction of the acquisition system of the
executive agency, including implementation of the unique
acquisition policies, regulations, and standards of the execu-
tive agency.

“Service-disabled veteran-owned small business
concern”—

(1) Means a small business concern—
(i) Not less than 51 percent of which is owned by one

or more service-disabled veterans or, in the case of any pub-
licly owned business, not less than 51 percent of the stock of
which is owned by one or more service-disabled veterans; and

(ii) The management and daily business operations
of which are controlled by one or more service-disabled vet-
erans or, in the case of a service-disabled veteran with perma-
nent and severe disability, the spouse or permanent caregiver
of such veteran.

(2) Service-disabled veteran means a veteran, as
defined in 38 U.S.C. 101(2), with a disability that is service-
connected, as defined in 38 U.S.C. 101(16).

“Shall” means the imperative.
“Shipment” means freight transported or to be transported.
“Shop drawings” means drawings submitted by the con-

struction contractor or a subcontractor at any tier or required
under a construction contract, showing in detail either or both
of the following:

(1) The proposed fabrication and assembly of structural
elements.

(2) The installation (i.e., form, fit, and attachment
details) of materials or equipment.

“Should” means an expected course of action or policy that
is to be followed unless inappropriate for a particular
circumstance.

“Signature” or “signed” means the discrete, verifiable
symbol of an individual that, when affixed to a writing with
the knowledge and consent of the individual, indicates a
present intention to authenticate the writing. This includes
electronic symbols.

“Simplified acquisition procedures” means the methods
prescribed in Part 13 for making purchases of supplies or
services.

“Simplified acquisition threshold” means $100,000,
except for acquisitions of supplies or services that, as deter-
mined by the head of the agency, are to be used to support a
contingency operation or to facilitate defense against or
recovery from nuclear, biological, chemical, or radiological
attack (41 U.S.C. 428a), the term means—

(1) $250,000 for any contract to be awarded and per-
formed, or purchase to be made, inside the United States;
and

(2) $1 million for any contract to be awarded and per-
formed, or purchase to be made, outside the United States.

“Single, Governmentwide point of entry,” means the one
point of entry to be designated by the Administrator of OFPP
that will allow the private sector to electronically access pro-
curement opportunities Governmentwide.

“Small business concern” means a concern, including its
affiliates, that is independently owned and operated, not dom-
inant in the field of operation in which it is bidding on Gov-
ernment contracts, and qualified as a small business under the
criteria and size standards in 13 CFR part 121 (see 19.102).
Such a concern is “not dominant in its field of operation”
when it does not exercise a controlling or major influence on
a national basis in a kind of business activity in which a num-
ber of business concerns are primarily engaged.  In determin-
ing whether dominance exists, consideration must be given to
all appropriate factors, including volume of business, number
of employees, financial resources, competitive status or posi-
tion, ownership or control of materials, processes, patents,
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license agreements, facilities, sales territory, and nature of
business activity.  (See 15 U.S.C. 632.)

“Small business subcontractor” means a concern, includ-
ing affiliates, that for subcontracts valued at—

(1) $10,000 or less, does not have more than
500 employees; and

(2) More than $10,000, does not have employees or
average annual receipts exceeding the size standard in
13 CFR Part 121 (see 19.102) for the product or service it is
providing on the subcontract.

“Small disadvantaged business concern” (except for
52.212-3(c)(2) and 52.219-1(b)(2) for general statistical pur-
poses and 52.212-3(c)(7)(ii), 52.219-22(b)(2), and
52.219-23(a) for joint ventures under the price evaluation
adjustment for small disadvantaged business concerns),
means an offeror that represents, as part of its offer, that it is
a small business under the size standard applicable to the
acquisition; and either—

(1) It has received certification as a small disadvantaged
business concern consistent with 13 CFR Part 124,
Subpart B; and

(i) No material change in disadvantaged ownership
and control has occurred since its certification;

(ii) Where the concern is owned by one or more dis-
advantaged individuals, the net worth of each individual upon
whom the certification is based does not exceed $750,000
after taking into account the applicable exclusions set forth at
13 CFR 124.104(c)(2); and

(iii) It is identified, on the date of its representation,
as a certified small disadvantaged business concern in the data
base maintained by the Small Business Administration
(PRO-Net); or

(2) For a prime contractor, it has submitted a completed
application to the Small Business Administration or a private
certifier to be certified as a small disadvantaged business con-
cern in accordance with 13 CFR Part 124, Subpart B, and a
decision on that application is pending, and that no material
change in disadvantaged ownership and control has occurred
since it submitted its application. In this case, a contractor
must receive certification as a small disadvantaged business
by the Small Business Administration prior to contract award.

“Sole source acquisition” means a contract for the pur-
chase of supplies or services that is entered into or proposed
to be entered into by an agency after soliciting and negotiating
with only one source.

“Solicitation” means any request to submit offers or quo-
tations to the Government. Solicitations under sealed bid pro-
cedures are called “invitations for bids.” Solicitations under
negotiated procedures are called “requests for proposals.”
Solicitations under simplified acquisition procedures may
require submission of either a quotation or an offer.

“Solicitation provision or provision” means a term or con-
dition used only in solicitations and applying only before con-
tract award.

“Source selection information” means any of the following
information that is prepared for use by an agency for the pur-
pose of evaluating a bid or proposal to enter into an agency
procurement contract, if that information has not been previ-
ously made available to the public or disclosed publicly:

(1) Bid prices submitted in response to an agency invi-
tation for bids, or lists of those bid prices before bid opening.

(2) Proposed costs or prices submitted in response to an
agency solicitation, or lists of those proposed costs or prices.

(3) Source selection plans.
(4) Technical evaluation plans.
(5) Technical evaluations of proposals.
(6) Cost or price evaluations of proposals.
(7) Competitive range determinations that identify pro-

posals that have a reasonable chance of being selected for
award of a contract.

(8) Rankings of bids, proposals, or competitors.
(9) Reports and evaluations of source selection panels,

boards, or advisory councils.
(10) Other information marked as “Source Selection

Information—See FAR 2.101 and 3.104” based on a case-by-
case determination by the head of the agency or the contract-
ing officer, that its disclosure would jeopardize the integrity or
successful completion of the Federal agency procurement to
which the information relates.

“Special competency” means a special or unique capabil-
ity, including qualitative aspects, developed incidental to the
primary functions of the Federally Funded Research and
Development Centers to meet some special need.

“Special test equipment” means either single or multipur-
pose integrated test units engineered, designed, fabricated, or
modified to accomplish special purpose testing in performing
a contract. It consists of items or assemblies of equipment
including foundations and similar improvements necessary
for installing special test equipment, and standard or general
purpose items or components that are interconnected and
interdependent so as to become a new functional entity for
special testing purposes. Special test equipment does not
include material, special tooling, real property, and equipment
items used for general testing purposes or property that with
relatively minor expense can be made suitable for general pur-
pose use.

“Special tooling” means jigs, dies, fixtures, molds, pat-
terns, taps, gauges, and all components of these items includ-
ing foundations and similar improvements necessary for
installing special tooling, and which are of such a specialized
nature that without substantial modification or alteration their
use is limited to the development or production of particular
supplies or parts thereof or to the performance of particular
services. Special tooling does not include material, special test
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equipment, real property, equipment, machine tools, or simi-
lar capital items.

“State and local taxes” means taxes levied by the States, the
District of Columbia, outlying areas of the United States, or
their political subdivisions.

“Statement of Objectives (SOO)” means a Government-
prepared document incorporated into the solicitation that
states the overall performance objectives. It is used in solici-
tations when the Government intends to provide the maxi-
mum flexibility to each offeror to propose an innovative
approach.

“Substantial evidence” means information sufficient to
support the reasonable belief that a particular act or omission
has occurred.

“Substantially as follows” or “substantially the same as,”
when used in the prescription and introductory text of a pro-
vision or clause, means that authorization is granted to prepare
and utilize a variation of that provision or clause to accommo-
date requirements that are peculiar to an individual acquisi-
tion; provided that the variation includes the salient features
of the FAR provision or clause, and is not inconsistent with the
intent, principle, and substance of the FAR provision or clause
or related coverage of the subject matter.

“Supplemental agreement” means a contract modification
that is accomplished by the mutual action of the parties.

“Supplies” means all property except land or interest in
land. It includes (but is not limited to) public works, buildings,
and facilities; ships, floating equipment, and vessels of every
character, type, and description, together with parts and acces-
sories; aircraft and aircraft parts, accessories, and equipment;
machine tools; and the alteration or installation of any of the
foregoing.

“Supporting a diplomatic or consular mission” means per-
forming outside the United States under a contract adminis-
tered by Federal agency personnel who are subject to the
direction of a Chief of Mission.

“Surety” means an individual or corporation legally liable
for the debt, default, or failure of a principal to satisfy a con-
tractual obligation. The types of sureties referred to are as
follows:

(1) An individual surety is one person, as distinguished
from a business entity, who is liable for the entire penal
amount of the bond.

(2) A corporate surety is licensed under various insur-
ance laws and, under its charter, has legal power to act as
surety for others.

(3) A cosurety is one of two or more sureties that are
jointly liable for the penal sum of the bond. A limit of liability
for each surety may be stated.

“Suspension” means action taken by a suspending official
under 9.407 to disqualify a contractor temporarily from Gov-
ernment contracting and Government-approved subcontract-
ing; a contractor that is disqualified is “suspended.”

“Task order” means an order for services placed against an
established contract or with Government sources.

“Taxpayer Identification Number (TIN)” means the num-
ber required by the IRS to be used by the offeror in reporting
income tax and other returns. The TIN may be either a Social
Security Number or an Employer Identification Number.

“Technical data” means recorded information (regardless
of the form or method of the recording) of a scientific or tech-
nical nature (including computer databases and computer
software documentation).  This term does not include com-
puter software or financial, administrative, cost or pricing, or
management data or other information incidental to contract
administration.  The term includes recorded information of a
scientific or technical nature that is included in computer data-
bases (See 41 U.S.C. 403(8)).

“Termination for convenience” means the exercise of the
Government’s right to completely or partially terminate per-
formance of work under a contract when it is in the Govern-
ment’s interest.

“Termination for default” means the exercise of the Gov-
ernment’s right to completely or partially terminate a contract
because of the contractor’s actual or anticipated failure to per-
form its contractual obligations.

“Termination inventory” means any property purchased,
supplied, manufactured, furnished, or otherwise acquired for
the performance of a contract subsequently terminated and
properly allocable to the terminated portion of the contract. It
includes Government-furnished property. It does not include
any facilities, material, special test equipment, or special tool-
ing that are subject to a separate contract or to a special con-
tract requirement governing their use or disposition.

“Terminated portion of the contract” means the portion of
a contract that the contractor is not to perform following a par-
tial termination. For construction contracts that have been
completely terminated for convenience, it means the entire
contract, notwithstanding the completion of, and payment for,
individual items of work before termination.

“Unallowable cost” means any cost that, under the provi-
sions of any pertinent law, regulation, or contract, cannot be
included in prices, cost-reimbursements, or settlements under
a Government contract to which it is allocable.

“Unique and innovative concept,” when used relative to an
unsolicited research proposal, means that—

(1) In the opinion and to the knowledge of the Govern-
ment evaluator, the meritorious proposal—

(i) Is the product of original thinking submitted con-
fidentially by one source;

(ii) Contains new, novel, or changed concepts,
approaches, or methods;

(iii) Was not submitted previously by another; and
(iv) Is not otherwise available within the Federal

Government.
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Subpart 4.7—Contractor Records Retention

4.700 Scope of subpart.
This subpart provides policies and procedures for retention

of records by contractors to meet the records review require-
ments of the Government. In this subpart, the terms “con-
tracts” and “contractors” include “subcontracts” and
“subcontractors.”

4.701 Purpose.
The purpose of this subpart is to generally describe records

retention requirements and to allow reductions in the retention
period for specific classes of records under prescribed
circumstances.

4.702 Applicability.
(a) This subpart applies to records generated under con-

tracts that contain one of the following clauses:
(1) Audit and Records—Sealed Bidding (52.214-26).
(2) Audit and Records—Negotiation (52.215-2).

(b) This subpart is not mandatory on Department of Energy
contracts for which the Comptroller General allows alterna-
tive records retention periods. Apart from this exception, this
subpart applies to record retention periods under contracts that
are subject to Chapter 137, Title 10,U.S.C., or 40 U.S.C. 101,
et seq.

4.703 Policy.
(a) Except as stated in 4.703(b), contractors shall make

available records, which includes books, documents, account-
ing procedures and practices, and other data, regardless of
type and regardless of whether such items are in written form,
in the form of computer data, or in any other form, and other
supporting evidence to satisfy contract negotiation, adminis-
tration, and audit requirements of the contracting agencies and
the Comptroller General for—

(1) 3 years after final payment or, for certain records;
(2) The period specified in 4.705 through 4.705-3,

whichever of these periods expires first.
(b) Contractors shall make available the foregoing records

and supporting evidence for a longer period of time than is
required in 4.703(a) if—

(1) A retention period longer than that cited in 4.703(a)
is specified in any contract clause; or

(2) The contractor, for its own purposes, retains the
foregoing records and supporting evidence for a longer
period. Under this circumstance, the retention period shall be
the period of the contractor’s retention or 3 years after final
payment, whichever period expires first.

(3) The contractor does not meet the original due date
for submission of final indirect cost rate proposals specified
in paragraph (d)(2) of the clause at 52.216-7, Allowable Cost
and Payment. Under these circumstances, the retention peri-

ods in 4.705 shall be automatically extended one day for each
day the proposal is not submitted after the original due date.

(c) Nothing in this section shall be construed to preclude a
contractor from duplicating or storing original records in elec-
tronic form unless they contain significant information not
shown on the record copy. Original records need not be main-
tained or produced in an audit if the contractor or subcontrac-
tor provides photographic or electronic images of the original
records and meets the following requirements:

(1) The contractor or subcontractor has established pro-
cedures to ensure that the imaging process preserves accurate
images of the original records, including signatures and other
written or graphic images, and that the imaging process is reli-
able and secure so as to maintain the integrity of the records.

(2) The contractor or subcontractor maintains an effec-
tive indexing system to permit timely and convenient access
to the imaged records.

(3) The contractor or subcontractor retains the original
records for a minimum of one year after imaging to permit
periodic validation of the imaging systems.

(d) If the information described in paragraph (a) of this sec-
tion is maintained on a computer, contractors shall retain the
computer data on a reliable medium for the time periods pre-
scribed. Contractors may transfer computer data in machine
readable form from one reliable computer medium to another.
Contractors’ computer data retention and transfer procedures
shall maintain the integrity, reliability, and security of the
original computer data. Contractors shall also retain an audit
trail describing the data transfer. For the record retention time
periods prescribed, contractors shall not destroy, discard,
delete, or write over such computer data.

4.704 Calculation of retention periods.
(a) The retention periods in 4.705 are calculated from the

end of the contractor’s fiscal year in which an entry is made
charging or allocating a cost to a Government contract or sub-
contract. If a specific record contains a series of entries, the
retention period is calculated from the end of the contractor’s
fiscal year in which the final entry is made. The contractor
should cut off the records in annual blocks and retain them for
block disposal under the prescribed retention periods.

(b) When records generated during a prior contract are
relied upon by a contractor for cost or pricing data in negoti-
ating a succeeding contract, the prescribed periods shall run
from the date of the succeeding contract.

(c) If two or more of the record categories described in
4.705 are interfiled and screening for disposal is not practical,
the contractor shall retain the entire record series for the long-
est period prescribed for any category of records.

4.705 Specific retention periods.
The contractor shall retain the records identified in 4.705-1

through 4.705-3 for the periods designated, provided retention
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is required under 4.702. Records are identified in this subpart
in terms of their purpose or use and not by specific name or
form number. Although the descriptive identifications may
not conform to normal contractor usage or filing practices,
these identifications apply to all contractor records that come
within the description.

4.705-1 Financial and cost accounting records.
(a) Accounts receivable invoices, adjustments to the

accounts, invoice registers, carrier freight bills, shipping
orders, and other documents which detail the material or ser-
vices billed on the related invoices: Retain 4 years.

(b) Material, work order, or service order files, consisting
of purchase requisitions or purchase orders for material or ser-
vices, or orders for transfer of material or supplies: Retain
4 years.

(c) Cash advance recapitulations, prepared as posting
entries to accounts receivable ledgers for amounts of expense
vouchers prepared for employees’ travel and related
expenses: Retain 4 years.

(d) Paid, canceled, and voided checks, other than those
issued for the payment of salary and wages: Retain 4 years.

(e) Accounts payable records to support disbursements of
funds for materials, equipment, supplies, and services, con-
taining originals or copies of the following and related docu-
ments: remittance advices and statements, vendors’ invoices,
invoice audits and distribution slips, receiving and inspection
reports or comparable certifications of receipt and inspection
of material or services, and debit and credit memoranda:
Retain 4 years.

(f) Labor cost distribution cards or equivalent documents:
Retain 2 years.

(g) Petty cash records showing description of expenditures,
to whom paid, name of person authorizing payment, and date,
including copies of vouchers and other supporting documents:
Retain 2 years.

4.705-2 Pay administration records.
(a) Payroll sheets, registers, or their equivalent, of salaries

and wages paid to individual employees for each payroll
period; change slips; and tax withholding statements: Retain
4 years.

(b) Clock cards or other time and attendance cards: Retain
2 years.

(c) Paid checks, receipts for wages paid in cash, or other
evidence of payments for services rendered by employees:
Retain 2 years.

4.705-3 Acquisition and supply records.
(a) Store requisitions for materials, supplies, equipment,

and services: Retain 2 years.
(b) Work orders for maintenance and other services: Retain

4 years.
(c) Equipment records, consisting of equipment usage and

status reports and equipment repair orders: Retain 4 years.
(d) Expendable property records, reflecting accountability

for the receipt and use of material in the performance of a con-
tract: Retain 4 years.

(e) Receiving and inspection report records, consisting of
reports reflecting receipt and inspection of supplies, equip-
ment, and materials: Retain 4 years.

(f) Purchase order files for supplies, equipment, material,
or services used in the performance of a contract; supporting
documentation and backup files including, but not limited to,
invoices, and memoranda; e.g., memoranda of negotiations
showing the principal elements of subcontract price negotia-
tions (see 52.244-2): Retain 4 years.

(g) Production records of quality control, reliability, and
inspection: Retain 4 years.

(h) Property records (see FAR 45.101 and 52.245-1):
Retain 4 years.
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(5) Field pricing information and other reports may
include proprietary or source selection information (see
2.101). This information must be appropriately identified and
protected accordingly.

(b) Reporting field pricing information. (1) Depending
upon the extent and complexity of the field pricing review,
results, including supporting rationale, may be reported
directly to the contracting officer orally, in writing, or by any
other method acceptable to the contracting officer.

(i) Whenever circumstances permit, the contracting
officer and field pricing experts are encouraged to use tele-
phonic and/or electronic means to request and transmit pricing
information.

(ii) When it is necessary to have written technical
and audit reports, the contracting officer shall request that the
audit agency concurrently forward the audit report to the
requesting contracting officer and the administrative contract-
ing officer (ACO). The completed field pricing assistance
results may reference audit information, but need not recon-
cile the audit recommendations and technical recommenda-
tions. A copy of the information submitted to the contracting
officer by field pricing personnel shall be provided to the audit
agency.

(2) Audit and field pricing information, whether written
or reported telephonically or electronically, shall be made a
part of the official contract file (see 4.807(f)).

(c) Audit assistance for prime contracts or subcontracts.
(1) The contracting officer may contact the cognizant audit
office directly, particularly when an audit is the only field pric-
ing support required. The audit office shall send the audit
report, or otherwise transmit the audit recommendations,
directly to the contracting officer.

(i) The auditor shall not reveal the audit conclusions
or recommendations to the offeror/contractor without obtain-
ing the concurrence of the contracting officer. However, the
auditor may discuss statements of facts with the contractor.

(ii) The contracting officer should be notified imme-
diately of any information disclosed to the auditor after sub-
mission of a report that may significantly affect the audit
findings and, if necessary, a supplemental audit report shall be
issued.

(2) The contracting officer shall not request a separate
preaward audit of indirect costs unless the information already
available from an existing audit, completed within the preced-
ing 12 months, is considered inadequate for determining the
reasonableness of the proposed indirect costs (41 U.S.C. 254d
and 10 U.S.C. 2313).

(3) The auditor is responsible for the scope and depth of
the audit. Copies of updated information that will signifi-
cantly affect the audit should be provided to the auditor by the
contracting officer.

(4) General access to the offeror’s books and financial
records is limited to the auditor. This limitation does not pre-

clude the contracting officer or the ACO, or their representa-
tives, from requesting that the offeror provide or make
available any data or records necessary to analyze the off-
eror’s proposal.

(d) Deficient proposals. The ACO or the auditor, as appro-
priate, shall notify the contracting officer immediately if the
data provided for review is so deficient as to preclude review
or audit, or if the contractor or offeror has denied access to any
records considered essential to conduct a satisfactory review
or audit. Oral notifications shall be confirmed promptly in
writing, including a description of deficient or denied data or
records. The contracting officer immediately shall take appro-
priate action to obtain the required data. Should the offeror/
contractor again refuse to provide adequate data, or provide
access to necessary data, the contracting officer shall withhold
the award or price adjustment and refer the contract action to
a higher authority, providing details of the attempts made to
resolve the matter and a statement of the practicability of
obtaining the supplies or services from another source.

15.404-3 Subcontract pricing considerations.
(a) The contracting officer is responsible for the determi-

nation of price reasonableness for the prime contract, includ-
ing subcontracting costs. The contracting officer should
consider whether a contractor or subcontractor has an
approved purchasing system, has performed cost or price
analysis of proposed subcontractor prices, or has negotiated
the subcontract prices before negotiation of the prime con-
tract, in determining the reasonableness of the prime contract
price. This does not relieve the contracting officer from the
responsibility to analyze the contractor’s submission, includ-
ing subcontractor’s cost or pricing data.

(b) The prime contractor or subcontractor shall—
(1) Conduct appropriate cost or price analyses to estab-

lish the reasonableness of proposed subcontract prices;
(2) Include the results of these analyses in the price pro-

posal; and
(3) When required by paragraph (c) of this subsection,

submit subcontractor cost or pricing data to the Government
as part of its own cost or pricing data.

(c) Any contractor or subcontractor that is required to sub-
mit cost or pricing data also shall obtain and analyze cost or
pricing data before awarding any subcontract, purchase order,
or modification expected to exceed the cost or pricing data
threshold, unless an exception in 15.403-1(b) applies to that
action.

(1) The contractor shall submit, or cause to be submitted
by the subcontractor(s), cost or pricing data to the Govern-
ment for subcontracts that are the lower of either—

(i) $11.5 million or more; or
(ii) Both more than the pertinent cost or pricing data

threshold and more than 10 percent of the prime contractor’s
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proposed price, unless the contracting officer believes such
submission is unnecessary.

(2) The contracting officer may require the contractor or
subcontractor to submit to the Government (or cause submis-
sion of) subcontractor cost or pricing data below the thresh-
olds in paragraph (c)(1) of this subsection that the contracting
officer considers necessary for adequately pricing the prime
contract.

(3) Subcontractor cost or pricing data shall be submitted
in the format provided in Table 15-2 of 15.408 or the alternate
format specified in the solicitation.

(4) Subcontractor cost or pricing data shall be current,
accurate, and complete as of the date of price agreement, or,
if applicable, an earlier date agreed upon by the parties and
specified on the contractor’s Certificate of Current Cost or
Pricing Data. The contractor shall update subcontractor’s
data, as appropriate, during source selection and negotiations.

(5) If there is more than one prospective subcontractor
for any given work, the contractor need only submit to the
Government cost or pricing data for the prospective subcon-
tractor most likely to receive the award.

15.404-4 Profit.
(a) General. This subsection prescribes policies for estab-

lishing the profit or fee portion of the Government prenegoti-
ation objective in price negotiations based on cost analysis.

(1) Profit or fee prenegotiation objectives do not neces-
sarily represent net income to contractors. Rather, they repre-
sent that element of the potential total remuneration that
contractors may receive for contract performance over and
above allowable costs. This potential remuneration element
and the Government’s estimate of allowable costs to be
incurred in contract performance together equal the Govern-
ment’s total prenegotiation objective. Just as actual costs may
vary from estimated costs, the contractor’s actual realized
profit or fee may vary from negotiated profit or fee, because
of such factors as efficiency of performance, incurrence of
costs the Government does not recognize as allowable, and
the contract type.

(2) It is in the Government’s interest to offer contractors
opportunities for financial rewards sufficient to stimulate effi-
cient contract performance, attract the best capabilities of
qualified large and small business concerns to Government
contracts, and maintain a viable industrial base.

(3) Both the Government and contractors should be con-
cerned with profit as a motivator of efficient and effective con-
tract performance. Negotiations aimed merely at reducing
prices by reducing profit, without proper recognition of the
function of profit, are not in the Government’s interest. Nego-
tiation of extremely low profits, use of historical averages, or
automatic application of predetermined percentages to total
estimated costs do not provide proper motivation for optimum
contract performance.

(b) Policy. (1) Structured approaches (see paragraph (d) of
this subsection) for determining profit or fee prenegotiation
objectives provide a discipline for ensuring that all relevant
factors are considered. Subject to the authorities in 1.301(c),
agencies making noncompetitive contract awards over
$100,000 totaling $50 million or more a year—

(i) Shall use a structured approach for determining
the profit or fee objective in those acquisitions that require
cost analysis; and

(ii) May prescribe specific exemptions for situations
in which mandatory use of a structured approach would be
clearly inappropriate.

(2) Agencies may use another agency’s structured
approach.

(c) Contracting officer responsibilities.(1) When the price
negotiation is not based on cost analysis, contracting officers
are not required to analyze profit.

(2) When the price negotiation is based on cost analysis,
contracting officers in agencies that have a structured
approach shall use it to analyze profit. When not using a struc-
tured approach, contracting officers shall comply with
paragraph (d)(1) of this subsection in developing profit or fee
prenegotiation objectives.

(3) Contracting officers shall use the Government pre-
negotiation cost objective amounts as the basis for calculating
the profit or fee prenegotiation objective. Before applying
profit or fee factors, the contracting officer shall exclude from
the pre-negotiation cost objective amounts the purchase cost
of contractor-acquired property that is categorized as equip-
ment, as defined in FAR 45.101, and where such equipment
is to be charged directly to the contract. Before applying profit
or fee factors, the contracting officer shall exclude any facil-
ities capital cost of money included in the cost objective
amounts. If the prospective contractor fails to identify or pro-
pose facilities capital cost of money in a proposal for a con-
tract that will be subject to the cost principles for contracts
with commercial organizations (see Subpart 31.2), facilities
capital cost of money will not be an allowable cost in any
resulting contract (see 15.408(i)).

(4)(i) The contracting officer shall not negotiate a price
or fee that exceeds the following statutory limitations,
imposed by 10 U.S.C. 2306(d) and 41 U.S.C. 254(b):

(A) For experimental, developmental, or research
work performed under a cost-plus-fixed-fee contract, the fee
shall not exceed 15 percent of the contract’s estimated cost,
excluding fee.

(B) For architect-engineer services for public
works or utilities, the contract price or the estimated cost and
fee for production and delivery of designs, plans, drawings,
and specifications shall not exceed 6 percent of the estimated
cost of construction of the public work or utility, excluding
fees.

(C) For other cost-plus-fixed-fee contracts, the
fee shall not exceed 10 percent of the contract’s estimated
cost, excluding fee.

(ii) The contracting officer’s signature on the price
negotiation memorandum or other documentation supporting
determination of fair and reasonable price documents the con-
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Subpart 19.13—Historically Underutilized 
Business Zone (HUBZone) Program

19.1301 General.
(a) The Historically Underutilized Business Zone (HUB-

Zone) Act of 1997 (15 U.S.C. 631 note) created the HUB-
Zone Program (sometimes referred to as the “HUBZone
Empowerment Contracting Program”).

(b) The purpose of the HUBZone Program is to provide
Federal contracting assistance for qualified small business
concerns located in historically underutilized business zones,
in an effort to increase employment opportunities, investment,
and economic development in those areas.

19.1302 Applicability.
The procedures in this subpart apply to all Federal agencies

that employ one or more contracting officers.

19.1303 Status as a qualified HUBZone small business 
concern.
(a) Status as a qualified HUBZone small business concern

is determined by the Small Business Administration (SBA) in
accordance with 13 CFR Part 126.

(b) If the SBA determines that a concern is a qualified
HUBZone small business concern, it will issue a certification
to that effect and will add the concern to the List of Qualified
HUBZone Small Business Concerns on its Internet website at
http://www.sba.gov/hubzone. A firm on the list is eligible for
HUBZone program preferences without regard to the place of
performance. The concern must appear on the list to be a
HUBZone small business concern.

(c) A joint venture (see 19.101) may be considered a HUB-
Zone small business if the business entity meets all the criteria
in 13 CFR 126.616.

(d) Except for construction or services, any HUBZone
small business concern (nonmanufacturer) proposing to fur-
nish a product that it did not itself manufacture must furnish
the product of a HUBZone small business concern manufac-
turer to receive a benefit under this subpart.

19.1304 Exclusions.
This subpart does not apply to—
(a) Requirements that can be satisfied through award to—

(1) Federal Prison Industries, Inc. (see Subpart 8.6); or
(2) Javits-Wagner-O’Day Act participating non-profit

agencies for the blind or severely disabled (see Subpart 8.7);
(b) Orders under indefinite delivery contracts (see

Subpart 16.5);
(c) Orders against Federal Supply Schedules (see

Subpart 8.4);
(d) Requirements currently being performed by an 8(a)

participant or requirements SBA has accepted for perfor-
mance under the authority of the 8(a) Program, unless SBA

has consented to release the requirements from the 8(a)
Program;

(e) Requirements that do not exceed the micro-purchase
threshold; or

(f) Requirements for commissary or exchange resale items.

19.1305 HUBZone set-aside procedures.
(a) A participating agency contracting officer shall set

aside acquisitions exceeding the simplified acquisition thresh-
old for competition restricted to HUBZone small business
concerns when the requirements of paragraph (b) of this sec-
tion can be satisfied. The contracting officer shall consider
HUBZone set-asides before considering HUBZone sole
source awards (see 19.1306) or small business set-asides (see
Subpart 19.5).

(b) To set aside an acquisition for competition restricted to
HUBZone small business concerns, the contracting officer
must have a reasonable expectation that—

(1) Offers will be received from two or more HUBZone
small business concerns; and

(2) Award will be made at a fair market price.
(c) A participating agency may set aside acquisitions

exceeding the micro-purchase threshold but not exceeding the
simplified acquisition threshold for competition restricted to
HUBZone small business concerns at the sole discretion of the
contracting officer, provided the requirements of
paragraph (b) of this section can be satisfied.

(d) If the contracting officer receives only one acceptable
offer from a qualified HUBZone small business concern in
response to a set aside, the contracting officer should make an
award to that concern. If the contracting officer receives no
acceptable offers from HUBZone small business concerns,
the HUBZone set-aside shall be withdrawn and the require-
ment, if still valid, set aside for small business concerns, as
appropriate (see Subpart 19.5).

(e) The procedures at 19.202-1 and, except for acquisitions
not exceeding the simplified acquisition threshold, at 19.402
apply to this section. When the SBA intends to appeal a con-
tracting officer’s decision to reject a recommendation of the
SBA procurement center representative (or, if a procurement
center representative is not assigned, see 19.402(a)) to set
aside an acquisition for competition restricted to HUBZone
small business concerns, the SBA procurement center repre-
sentative shall notify the contracting officer, in writing, of its
intent within 5 working days of receiving the contracting
officer’s notice of rejection. Upon receipt of notice of SBA’s
intent to appeal, the contracting officer shall suspend action on
the acquisition unless the head of the contracting activity
makes a written determination that urgent and compelling cir-
cumstances, which significantly affect the interests of the
Government, exist. Within 15 working days of SBA’s notifi-
cation to the contracting officer, SBA shall file its formal
appeal with the head of the contracting activity, or that agency
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may consider the appeal withdrawn. The head of the contract-
ing activity shall reply to SBA within 15 working days of
receiving the appeal. The decision of the head of the contract-
ing activity shall be final.

19.1306 HUBZone sole source awards.
(a) A contracting officer may award contracts to HUBZone

small business concerns on a sole source basis (see 19.501 (c)
and 6.302-5 (b)(5)) before considering small business set-
asides (see Subpart 19.5), provided— 

(1) The contracting officer does not have a reasonable
expectation that offers would be received from two or more
HUBZone small business concerns;

(2) The anticipated price of the contract, including
options, will not exceed—

(i) $5.5 million for a requirement within the North
American Industry Classification System (NAICS) codes for
manufacturing; or

(ii) $3.5 million for a requirement within any other
NAICS code;

(3) The requirement is not currently being performed by
an 8(a) participant under the provisions of Subpart 19.8 or has
been accepted as a requirement by SBA under Subpart 19.8;

(4) The acquisition is greater than the simplified acqui-
sition threshold (see Part 13);

(5) The HUBZone small business concern has been
determined to be a responsible contractor with respect to per-
formance; and

(6) Award can be made at a fair and reasonable price.
(b) The SBA has the right to appeal the contracting

officer’s decision not to make a HUBZone sole source award.

19.1307 Price evaluation preference for HUBZone small 
business concerns.
(a) The price evaluation preference for HUBZone small

business concerns shall be used in acquisitions conducted
using full and open competition. The preference shall not be
used—

(1) In acquisitions expected to be less than or equal to
the simplified acquisition threshold;

(2) Where price is not a selection factor so that a price
evaluation preference would not be considered
(e.g., Architect/Engineer acquisitions);

(3) Where all fair and reasonable offers are accepted
(e.g., the award of multiple award schedule contracts).

(b) The contracting officer shall give offers from HUB-
Zone small business concerns a price evaluation preference by
adding a factor of 10 percent to all offers, except—

(1) Offers from HUBZone small business concerns that
have not waived the evaluation preference; or

(2) Otherwise successful offers from small business
concerns.

(c) The factor of 10 percent shall be applied on a line item
basis or to any group of items on which award may be made.
Other evaluation factors, such as transportation costs or rent-
free use of Government property, shall be added to the offer
to establish the base offer before adding the factor of
10 percent.

(d) A concern that is both a HUBZone small business con-
cern and a small disadvantaged business concern shall receive
the benefit of both the HUBZone small business price evalu-
ation preference and the small disadvantaged business price
evaluation adjustment (see Subpart 19.11). Each applicable
price evaluation preference or adjustment shall be calculated
independently against an offeror’s base offer. These individ-
ual preference and adjustment amounts shall both be added to
the base offer to arrive at the total evaluated price for that
offer.

19.1308 Contract clauses.
(a) The contracting officer shall insert the clause 52.219-3,

Notice of Total HUBZone Set-Aside, in solicitations and con-
tracts for acquisitions that are set aside for HUBZone small
business concerns under 19.1305 or 19.1306.

(b) The contracting officer shall insert the clause at
FAR 52.219-4, Notice of Price Evaluation Preference for
HUBZone Small Business Concerns, in solicitations and con-
tracts for acquisitions conducted using full and open compe-
tition. The clause shall not be used in acquisitions that do not
exceed the simplified acquisition threshold.
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Subpart 19.14—Service-Disabled Veteran-
Owned Small Business Procurement 

Program

19.1401 General.
(a) The Veterans Benefit Act of 2003 (15 U.S.C. 657f) cre-

ated the procurement program for small business concerns
owned and controlled by service-disabled veterans (com-
monly referred to as the “Service-Disabled Veteran-owned
Small Business (SDVOSB) Procurement Program”).

(b) The purpose of the Service-Disabled Veteran-Owned
Small Business Program is to provide Federal contracting
assistance to service-disabled veteran-owned small business
concerns.

19.1402 Applicability.
The procedures in this subpart apply to all Federal agencies

that employ one or more contracting officers.

19.1403 Status as a service-disabled veteran-owned small 
business concern.
(a) Status as a service-disabled veteran-owned small busi-

ness concern is determined in accordance with 13 CFR
Parts 125.8 through 125.13; also see 19.307.

(b) At the time that a service-disabled veteran-owned small
business concern submits its offer, it must represent to the
contracting officer that it is a—

(1) Service-disabled veteran-owned small business
concern; and

(2) Small business concern under the North American
Industry Classification System (NAICS) code assigned to the
procurement.

(c) A joint venture may be considered a service-disabled
veteran owned small business concern if—

(1) At least one member of the joint venture is a service-
disabled veteran-owned small business concern, and makes
the representations in paragraph (b) of this section;

(2) Each other concern is small under the size standard
corresponding to the NAICS code assigned to the
procurement;

(3) The joint venture meets the requirements of para-
graph 7 of the explanation of Affiliates in 19.101; and

(4) The joint venture meets the requirements of
13 CFR 125.15(b).

(d) Any service-disabled veteran-owned small business
concern (nonmanufacturer) must meet the requirements in
19.102(f) to receive a benefit under this program.

19.1404 Exclusions.
This subpart does not apply to—
(a) Requirements that can be satisfied through award to—

(1) Federal Prison Industries, Inc. (see Subpart 8.6);

(2) Javits-Wagner-O’Day Act participating non-profit
agencies for the blind or severely disabled (see Subpart 8.7);

(b) Orders under indefinite delivery contracts (see
Subpart 16.5);

(c) Orders against Federal Supply Schedules (see
Subpart 8.4); or

(d) Requirements currently being performed by an 8(a)
participant or requirements SBA has accepted for perfor-
mance under the authority of the 8(a) Program, unless SBA
has consented to release the requirements from the 8(a) Pro-
gram.

19.1405 Service-disabled veteran-owned small business 
set-aside procedures.
(a) The contracting officer may set-aside acquisitions

exceeding the micro-purchase threshold for competition
restricted to service-disabled veteran-owned small business
concerns when the requirements of paragraph (b) of this sec-
tion can be satisfied. The contracting officer shall consider
service-disabled veteran-owned small business set-asides
before considering service-disabled veteran-owned small
business sole source awards (see 19.1406).

(b) To set aside an acquisition for competition restricted to
service-disabled veteran-owned small business concerns, the
contracting officer must have a reasonable expectation that—

(1) Offers will be received from two or more service-
disabled veteran-owned small business concerns; and

(2) Award will be made at a fair market price.
(c) If the contracting officer receives only one acceptable

offer from a service-disabled veteran-owned small business
concern in response to a set-aside, the contracting officer
should make an award to that concern. If the contracting
officer receives no acceptable offers from service-disabled
veteran-owned small business concerns, the service-disabled
veteran-owned set-aside shall be withdrawn and the require-
ment, if still valid, set aside for small business concerns, as
appropriate (see Subpart 19.5).

(d) The procedures at 19.202-1 and, except for acquisitions
not exceeding the simplified acquisition threshold, at 19.402
apply to this section. When the SBA intends to appeal a con-
tracting officer’s decision to reject a recommendation of the
SBA procurement center representative (or, if a procurement
center representative is not assigned, see 19.402(a)) to set
aside an acquisition for competition restricted to service-dis-
abled veteran-owned small business concerns, the SBA pro-
curement center representative shall notify the contracting
officer, in writing, of its intent within 5 working days of
receiving the contracting officer’s notice of rejection. Upon
receipt of notice of SBA’s intent to appeal, the contracting
officer shall suspend action on the acquisition unless the head
of the contracting activity makes a written determination that
urgent and compelling circumstances, which significantly
affect the interests of the Government, exist. Within
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15 working days of SBA’s notification to the contracting
officer, SBA shall file its formal appeal with the head of the
contracting activity, or that agency may consider the appeal
withdrawn. The head of the contracting activity shall reply to
SBA within 15 working days of receiving the appeal. The
decision of the head of the contracting activity shall be final.

19.1406 Sole source awards to service-disabled veteran-
owned small business concerns.
(a) A contracting officer may award contracts to service-

disabled veteran-owned small business concerns on a sole
source basis (see 19.501(d) and  6.302-5(b)(6)), before con-
sidering small business set-asides (see Subpart 19.5) provided
none of the exclusions of 19.1404 apply and—

(1) The contracting officer does not have a reasonable
expectation that offers would be received from two or more
service-disabled veteran-owned small business concerns;

(2) The anticipated award price of the contract, includ-
ing options, will not exceed—

(i) $5.5 million for a requirement within the NAICS
codes for manufacturing; or

(ii) $3 million for a requirement within any other
NAICS code;

(3) The requirement is not currently being performed by
an 8(a) participant under the provisions of  Subpart 19.8 or has
been accepted as a requirement by SBA under Subpart 19.8;

(4) The service-disabled veteran-owned small business
concern has been determined to be a responsible contractor
with respect to performance; and

(5) Award can be made at a fair and reasonable price.
(b) The SBA has the right to appeal the contracting

officer’s decision not to make a service-disabled veteran-
owned small business sole source award.

19.1407 Contract clauses.
The contracting officer shall insert the clause 52.219-27,

Notice of Total Service-Disabled Veteran-Owned Small Busi-
ness Set-Aside, in solicitations and contracts for acquisitions
under 19.1405 and 19.1406.

*       *       *       *       *       *
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31.2-15

(iv) No costs of current IR&D programs are allo-
cated to Government work except to prorate the costs of
developing a specific product to the sales of that product.

(2) When deferred costs are recognized, the contract
(except firm-fixed-price and fixed-price with economic price
adjustment) will include a specific provision setting forth the
amount of deferred IR&D costs that are allocable to the con-
tract. The negotiation memorandum will state the circum-
stances pertaining to the case and the reason for accepting the
deferred costs.

(e) Cooperative arrangements. (1) IR&D costs may be
incurred by contractors working jointly with one or more non-
Federal entities pursuant to a cooperative arrangement (for
example, joint ventures, limited partnerships, teaming
arrangements, and collaboration and consortium arrange-
ments). IR&D costs also may include costs contributed by
contractors in performing cooperative research and develop-
ment agreements, or similar arrangements, entered into
under—

(i) Section 12 of the Stevenson-Wydler Technology
Transfer Act of 1980 (15 U.S.C. 3710(a));

(ii) Sections 203(c)(5) and (6) of the National Aero-
nautics and Space Act of 1958, as amended
(42 U.S.C. 2473(c)(5) and (6));

(iii) 10 U.S.C. 2371 for the Defense Advanced
Research Projects Agency; or

(iv) Other equivalent authority.
(2) IR&D costs incurred by a contractor pursuant to

these types of cooperative arrangements should be considered
as allowable IR&D costs if the work performed would have
been allowed as contractor IR&D had there been no coopera-
tive arrangement.

(3) Costs incurred in preparing, submitting, and sup-
porting offers on potential cooperative arrangements are
allowable to the extent they are allocable, reasonable, and not
otherwise unallowable.

31.205-19 Insurance and indemnification.
(a) Insurance by purchase or by self-insuring includes—

(1) Coverage the contractor is required to carry or to
have approved, under the terms of the contract; and

(2) Any other coverage the contractor maintains in con-
nection with the general conduct of its business.

(b) For purposes of applying the provisions of this subsec-
tion, the Government considers insurance provided by captive
insurers (insurers owned by or under control of the contractor)
as self-insurance, and charges for it shall comply with the pro-
visions applicable to self-insurance costs in this subsection.
However, if the captive insurer also sells insurance to the gen-
eral public in substantial quantities and it can be demonstrated
that the charge to the contractor is based on competitive mar-
ket forces, the Government will consider the insurance as pur-
chased insurance.

(c) Whether or not the contract is subject to CAS, self-
insurance charges are allowable subject to paragraph (e) of
this subsection and the following limitations:

(1) The contractor shall measure, assign, and allocate
costs in accordance with 48 CFR 9904.416, Accounting for
Insurance Costs.

(2) The contractor shall comply with (48 CFR) Part 28.
However, approval of a contractor’s insurance program in
accordance with Part 28 does not constitute a determination as
to the allowability of the program’s cost.

(3) If purchased insurance is available, any self-insur-
ance charge plus insurance administration expenses in excess
of the cost of comparable purchased insurance plus associated
insurance administration expenses is unallowable.

(4) Self-insurance charges for risks of catastrophic
losses are unallowable (see 28.308(e)).

(d) Purchased insurance costs are allowable, subject to
paragraph (e) of this subsection and the following limitations:

(1) For contracts subject to full CAS coverage, the con-
tractor shall measure, assign, and allocate costs in accordance
with 48 CFR 9904.416.

(2) For all contracts, premiums for insurance purchased
from fronting insurance companies (insurance companies not
related to the contractor but who reinsure with a captive
insurer of the contractor) are unallowable to the extent they
exceed the sum of—

(i) The amount that would have been allowed had the
contractor insured directly with the captive insurer; and

(ii) Reasonable fronting company charges for ser-
vices rendered.

(3) Actual losses are unallowable unless expressly pro-
vided for in the contract, except—

(i) Losses incurred under the nominal deductible
provisions of purchased insurance, in keeping with sound
business practice, are allowable; and

(ii) Minor losses, such as spoilage, breakage, and
disappearance of small hand tools that occur in the ordinary
course of business and that are not covered by insurance, are
allowable.

(e) Self-insurance and purchased insurance costs are sub-
ject to the cost limitations in the following paragraphs:

(1) Costs of insurance required or approved pursuant to
the contract are allowable.

(2) Costs of insurance maintained by the contractor in
connection with the general conduct of its business are allow-
able subject to the following limitations:

(i) Types and extent of coverage shall follow sound
business practice, and the rates and premiums shall be
reasonable.

(ii) Costs allowed for business interruption or other
similar insurance shall be limited to exclude coverage of
profit.
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31.2-16

(iii) The cost of property insurance premiums for
insurance coverage in excess of the acquisition cost of the
insured assets is allowable only when the contractor has a for-
mal written policy assuring that in the event the insured prop-
erty is involuntarily converted, the new asset shall be valued
at the book value of the replaced asset plus or minus adjust-
ments for differences between insurance proceeds and actual
replacement cost. If the contractor does not have such a formal
written policy, the cost of premiums for insurance coverage in
excess of the acquisition cost of the insured asset is
unallowable.

(iv) Costs of insurance for the risk of loss, damage,
destruction, or theft of Government property are allowable to
the extent that—

(A) The contractor is liable for such loss, damage,
destruction, or theft;

(B) The contracting officer has not revoked the
Government’s assumption of risk (see 45.104(b)); and

(C) Such insurance does not cover loss, damage,
destruction, or theft which results from willful misconduct or
lack of good faith on the part of any of the contractor’s man-
agerial personnel (as described in FAR 52.245-1(a)).

(v) Costs of insurance on the lives of officers, part-
ners, proprietors, or employees are allowable only to the
extent that the insurance represents additional compensation
(see 31.205-6).

(3) The cost of insurance to protect the contractor
against the costs of correcting its own defects in materials and
workmanship is unallowable. However, insurance costs to
cover fortuitous or casualty losses resulting from defects in
materials or workmanship are allowable as a normal business
expense.

(4) Premiums for retroactive or backdated insurance
written to cover losses that have occurred and are known are
unallowable.

(5) The Government is obligated to indemnify the con-
tractor only to the extent authorized by law, as expressly pro-
vided for in the contract, except as provided in
paragraph (d)(3) of this subsection.

(6) Late premium payment charges related to employee
deferred compensation plan insurance incurred pursuant to
Section 4007 (29 U.S.C. 1307) or Section 4023
(29 U.S.C. 1323) of the Employee Retirement Income Secu-
rity Act of 1974 are unallowable.

31.205-20 Interest and other financial costs.
Interest on borrowings (however represented), bond dis-

counts, costs of financing and refinancing capital (net worth
plus long-term liabilities), legal and professional fees paid in
connection with preparing prospectuses, and costs of prepar-
ing and issuing stock rights are unallowable (but see
31.205-28). However, interest assessed by State or local tax-
ing authorities under the conditions specified in
31.205-41(a)(3) is allowable.

31.205-21 Labor relations costs.
Costs incurred in maintaining satisfactory relations

between the contractor and its employees, including costs of
shop stewards, labor management committees, employee
publications, and other related activities, are allowable.

31.205-22 Lobbying and political activity costs.
(a) Costs associated with the following activities are

unallowable:
(1) Attempts to influence the outcomes of any Federal,

State, or local election, referendum, initiative, or similar pro-
cedure, through in kind or cash contributions, endorsements,
publicity, or similar activities;

(2) Establishing, administering, contributing to, or pay-
ing the expenses of a political party, campaign, political action
committee, or other organization established for the purpose
of influencing the outcomes of elections;

(3) Any attempt to influence—
(i) The introduction of Federal, state, or local legis-

lation, or
(ii) The enactment or modification of any pending

Federal, state, or local legislation through communication
with any member or employee of the Congress or state legis-
lature (including efforts to influence state or local officials to
engage in similar lobbying activity), or with any government
official or employee in connection with a decision to sign or
veto enrolled legislation;

(4) Any attempt to influence—
(i) The introduction of Federal, state, or local legis-

lation, or
(ii) The enactment or modification of any pending

Federal, state, or local legislation by preparing, distributing or
using publicity or propaganda, or by urging members of the
general public or any segment thereof to contribute to or par-
ticipate in any mass demonstration, march, rally, fund raising
drive, lobbying campaign or letter writing or telephone
campaign;

(5) Legislative liaison activities, including attendance at
legislative sessions or committee hearings, gathering infor-
mation regarding legislation, and analyzing the effect of leg-
islation, when such activities are carried on in support of or in
knowing preparation for an effort to engage in unallowable
activities; or

(6) Costs incurred in attempting to improperly influence
(see 3.401), either directly or indirectly, an employee or
officer of the Executive branch of the Federal Government to
give consideration to or act regarding a regulatory or contract
matter.

(b) The following activities are excepted from the coverage
of (a) of this section:

(1) Providing a technical and factual presentation of
information on a topic directly related to the performance of
a contract through hearing testimony, statements or letters to
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32.5-7

interim or voluntary price reduction under a redeterminable or
incentive contract.

32.503-12 Maximum unliquidated amount.
(a) The contracting officer shall ensure that any excess of

the unliquidated progress payments over the contractual lim-
itation in paragraph (a) of the Progress Payments clause in the
contract is promptly corrected through one or more of the fol-
lowing actions:

(1) Increasing the liquidation rate.
(2) Reducing the progress payment rate.
(3) Suspending progress payments.

(b) The excess described in paragraph (a) of this section is
most likely to arise under the following circumstances:

(1) The costs of performance exceed the contract price.
(2) The alternate method of liquidation (see

32.503-9) is used and the actual costs of performance exceed
the cost estimates used to establish the liquidation rate.

(3) The rate of progress or the quality of contract per-
formance is unsatisfactory.

(4) The rate of rejections, waste, or spoilage is
excessive.

(c) As required, the services of the responsible audit
agency or office should be fully utilized, along with the ser-
vices of qualified cost analysis and engineering personnel.

32.503-13 [Reserved]

32.503-14 Protection of Government title.
(a) Since the Progress Payments clause gives the Govern-

ment title to all of the materials, work-in-process, finished
goods, and other items of property described in paragraph (d)
of the Progress Payments clause, under the contract under
which progress payments have been made, the ACO must
ensure that the Government title to these inventories is not
compromised by other encumbrances. Ordinarily, the ACO,
in the absence of reason to believe otherwise, may rely upon
the contractor’s certification contained in the progress pay-
ment request.

(b) If the ACO becomes aware of any arrangement or con-
dition that would impair the Government’s title to the property
affected by progress payment, the ACO shall require addi-
tional protective provisions (see 32.501-5) to establish and
protect the Government’s title.

(c) The existence of any such encumbrance is a violation
of the contractor’s obligations under the contract, and the
ACO may, if necessary, suspend or reduce progress payments
under the terms of the Progress Payments clause covering fail-
ure to comply with any material requirement of the contract.
In addition, if the contractor fails to disclose an existing
encumbrance in the progress payments certification, the ACO
should consult with legal counsel concerning possible viola-
tion of 31 U.S.C. 3729, the False Claims Act.

32.503-15 Application of Government title terms.
(a) Property to which the Government obtains title by oper-

ation of the Progress Payments clause solely is not, as a con-
sequence, Government-furnished property.

(b) Although property title is vested in the Government
under the Progress Payments clause, the acquisition, han-
dling, and disposition of certain types of property are gov-
erned by—

(1) The clause at 52.245-1, Government Property; and
(2) The termination clauses at 52.249, for termination

inventory.
(c) The contractor may sell or otherwise dispose of current

production scrap in the ordinary course of business on its own
volition, even if title has vested in the Government under the
Progress Payments clause. The contracting officer shall
require the contractor to credit the costs of the contract per-
formance with the proceeds of the scrap disposition.

(d) When the title to materials or other inventories is vested
in the Government under the Progress Payments clause, the
contractor may transfer the inventory items from the contract
for its own use or other disposition only if, and on terms,
approved by the contracting officer. The contractor shall—

(1) Eliminate the costs allocable to the transferred prop-
erty from the costs of contract performance, and

(2) Repay or credit to the Government an amount equal
to the unliquidated progress payments, allocable to the trans-
ferred property.

(e) If excess property remains after the contract perfor-
mance is complete and all contractor obligations under the
contract are satisfied, including full liquidation of progress
payments, the excess property is outside the scope of the
Progress Payments clause. Therefore, the contractor holds
title to it.

32.503-16 Risk of loss.
(a) Under the Progress Payments clause, and except for

normal spoilage, the contractor bears the risk for lost, stolen,
damaged, or destroyed property affected by the clause, even
though title is vested in the Government, unless the Govern-
ment has expressly assumed this risk. The clauses prescribed
in this regulation related to progress payments, default, and
terminations do not constitute a Government assumption of
this risk.

(b) If a loss occurs in connection with property for which
the contractor bears the risk, the contractor is obligated to
repay to the Government the amount of unliquidated progress
payments based on costs allocable to the property.

(c) The contractor is not obligated to pay for the loss of
property for which the Government has assumed the risk of
loss. However, a serious loss may impede the satisfactory
progress of contract performance, so that the contracting
officer may need to act under paragraph (c)(5) of the Progress
Payments clause.
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32.5-8

32.504 Subcontracts under prime contracts providing 
progress payments.
(a) Subcontracts may include either performance-based

payments, provided they meet the criteria in 32.1003, or
progress payments, provided they meet the criteria in
Subpart 32.5 for customary progress payments, but not both.
Subcontracts for commercial purchases may include commer-
cial item purchase financing terms, provided they meet the
criteria in 32.202-1.

(b) The contractor’s requests for progress payments may
include the full amount of commercial item purchase financ-
ing payments, performance-based payments, or progress pay-
ments to a subcontractor, whether paid or unpaid, provided
that unpaid amounts are limited to amounts determined due
and that the contractor will pay—

(1) In accordance with the terms and conditions of a
subcontract or invoice; and

(2) Ordinarily within 30 days of the submission of the
contractor’s progress payment request to the Government.

(c) If the contractor is considering making unusual
progress payments to a subcontractor, the parties will be
guided by the policies in 32.501-2. If the Government
approves unusual progress payments for the subcontract, the
contracting officer must issue a contract modification to spec-
ify the new rate in paragraph (j)(6) of the clause at 52.232-16,
Progress Payments, in the prime contract. This will allow the
contractor to include the progress payments to the subcontrac-
tor in the cost basis for progress payments by the Government.
This modification is not a deviation and does not require the
clearance prescribed in 32.502-2(b).

(d) The contractor has a duty to ensure that financing pay-
ments to subcontractors conform to the standards and princi-
ples prescribed in paragraph (j) of the Progress Payments
clause in the prime contract. Although the contracting officer
should, to the extent appropriate, review the subcontract as
part of the overall administration of progress payments in the
prime contract, there is no special requirement for contracting
officer review or consent merely because the subcontract
includes financing payments, except as provided in
paragraph (c) of this section. However, the contracting officer
must ensure that the contractor has installed the necessary

management control systems, including internal audit
procedures.

(e) When financing payments are in the form of progress
payments, the Progress Payments clause at 52.232-16 requires
that the subcontract include the substance of the Progress Pay-
ments clause in the prime contract, modified to indicate that
the contractor, not the Government, awards the subcontract
and administers the progress payments. The following excep-
tions apply to wording modifications:

(1) The subcontract terms on title to property under
progress payments shall provide for vesting of title in the Gov-
ernment, not the contractor, as in paragraph (d) of the Progress
Payments clause in the prime contract. A reference to the con-
tractor may, however, be substituted for “Government” in
paragraph (d)(2)(iv) of the clause.

(2) In the subcontract terms on reports and access to
records, the contractor shall not delete the references to “Con-
tracting Officer” and “Government” in adapting paragraph (g)
of the Progress Payments clause in the contract, but may
expand the terms as follows:

(i) The term “Contracting Officer” may be changed
to “Contracting Officer or Prime Contractor.”

(ii) The term “the Government” may be changed to
“the Government or Prime Contractor.”

(3) The subcontract special terms regarding default
shall include paragraph (h) of the Progress Payments clause in
the contract through its subdivision (i). The rest of
paragraph (h) is optional.

(f) When financing payments are in the form of perfor-
mance-based payments, the Performance-Based Payments
clause at 52.232-32 requires that the subcontract terms
include the substance of the Performance-Based Payments
clause, modified to indicate that the contractor, not the Gov-
ernment, awards the subcontract and administers the perfor-
mance-based payments, and include appropriately worded
modifications similar to those noted in paragraph (e) of this
section.

(g) When financing payments are in the form of commer-
cial item purchase financing, the subcontract must include a
contract financing clause structured in accordance with
32.206.
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32.10-3

(2) Use the provision with its Alternate I in competitive
negotiated solicitations if the Government intends to adjust
proposed prices for proposal evaluation purposes (see
32.1004(e)).

32.1006 [Reserved]

32.1007 Administration and payment of performance-
based payments.
(a) Responsibility. The contracting officer responsible for

administering performance-based payments (see
42.302(a)(12)) for the contract shall review and approve all
performance-based payments for that contract.

(b) Approval of financing requests. Unless otherwise pro-
vided in agency regulations, or by agreement with the appro-
priate payment official—

(1) The contracting officer shall be responsible for
receiving, approving, and transmitting all performance-based
payment requests to the appropriate payment office; and

(2) Each approval shall specify the amount to be paid,
necessary contractual information, and the appropriation
account(s) (see 32.1004(c)) to be charged for the payment.

(c) Reviews. The contracting officer is responsible for
determining what reviews are required for protection of the
Government’s interests. The contracting officer should con-
sider the contractor’s experience, performance record, reli-
ability, financial strength, and the adequacy of controls
established by the contractor for the administration of perfor-
mance-based payments. Based upon the risk to the Govern-
ment, post-payment reviews and verifications should
normally be arranged as considered appropriate by the con-
tracting officer. If considered necessary by the contracting
officer, pre-payment reviews may be required.

(d) Incomplete performance. The contracting officer shall
not approve a performance-based payment until the specified
event or performance criterion has been successfully accom-
plished in accordance with the contract. If an event is cumu-
lative, the contracting officer shall not approve the
performance-based payment unless all identified preceding
events or criteria are accomplished.

(e) Government-caused delay. Entitlement to a perfor-
mance-based payment is solely on the basis of successful per-
formance of the specified events or performance criteria.
However, if there is a Government-caused delay, the contract-
ing officer may renegotiate the performance-based payment
schedule to facilitate contractor billings for any successfully
accomplished portions of the delayed event or criterion.

32.1008 Suspension or reduction of performance-based 
payments.
The contracting officer shall apply the policy and proce-

dures in paragraphs (a), (b), (c), and (e) of 32.503-6, Suspen-

sion or reduction of payments, whenever exercising the
Government’s rights to suspend or reduce performance-based
payments in accordance with paragraph (e) of the clause at
52.232-32, Performance-Based Payments.

32.1009 Title.
(a) Since the clause at 52.232-32, Performance-Based Pay-

ments, gives the Government title to the property described in
paragraph (f) of the clause, the contracting officer shall ensure
that the Government title is not compromised by other encum-
brances. Ordinarily, the contracting officer, in the absence of
reason to believe otherwise, may rely upon the contractor’s
certification contained in the payment request.

(b) If the contracting officer becomes aware of any
arrangement or condition that would impair the Government’s
title to the property affected by the Performance-Based Pay-
ments clause, the contracting officer shall require additional
protective provisions.

(c) The existence of any such encumbrance is a violation
of the contractor’s obligations under the contract, and the con-
tracting officer may, if necessary, suspend or reduce payments
under the terms of the Performance-Based Payments clause
covering failure to comply with a material requirement of the
contract. In addition, if the contractor fails to disclose an exist-
ing encumbrance in the certification, the contracting officer
should consult with legal counsel concerning possible viola-
tion of 31 U.S.C. 3729, the False Claims Act.

32.1010 Risk of loss.
(a) Under the clause at 52.232-32, Performance-Based

Payments, and except for normal spoilage, the contractor
bears the risk for lost, stolen, damaged, or destroyed property,
even though title is vested in the Government, unless the Gov-
ernment has expressly assumed this risk. The clauses pre-
scribed in this regulation related to performance-based
payments, default, and terminations do not constitute a Gov-
ernment assumption of risk.

(b) If a loss occurs in connection with property for which
the contractor bears the risk, and the property is needed for
performance, the contractor is obligated to repay the Govern-
ment the performance-based payments related to the property.

(c) The contractor is not obligated to pay for the loss of
property for which the Government has assumed the risk of
loss. However, a serious loss may impede the satisfactory
progress of contract performance, so that the contracting
officer may need to act under paragraph (e)(2) of the Perfor-
mance-Based Payments clause. In addition, while the contrac-
tor is not required to repay previous performance-based
payments in the event of a loss for which the Government has
assumed the risk, such a loss may prevent the contractor from
making the certification required by the Performance-Based
Payments clause.
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SUBPART 42.3—CONTRACT ADMINISTRATION OFFICE FUNCTIONS 42.302

42.3-1

Subpart 42.3—Contract Administration 
Office Functions

42.301 General.
When a contract is assigned for administration under

Subpart 42.2, the contract administration office (CAO) shall
perform contract administration functions in accordance with
48 CFR Chapter 1, the contract terms, and, unless otherwise
agreed to in an interagency agreement (see 42.002), the appli-
cable regulations of the servicing agency.

42.302 Contract administration functions.
(a) The contracting officer normally delegates the follow-

ing contract administration functions to a CAO. The contract-
ing officer may retain any of these functions, except those in
paragraphs (a)(5), (a)(9), and (a)(11) of this section, unless the
cognizant Federal agency (see 2.101) has designated the con-
tracting officer to perform these functions.

(1) Review the contractor’s compensation structure.
(2) Review the contractor’s insurance plans.
(3) Conduct post-award orientation conferences.
(4) Review and evaluate contractors’ proposals under

Subpart 15.4 and, when negotiation will be accomplished by
the contracting officer, furnish comments and recommenda-
tions to that officer.

(5) Negotiate forward pricing rate agreements (see
15.407-3).

(6) Negotiate advance agreements applicable to treat-
ment of costs under contracts currently assigned for adminis-
tration (see 31.109).

(7) Determine the allowability of costs suspended or
disapproved as required (see Subpart 42.8), direct the suspen-
sion or disapproval of costs when there is reason to believe
they should be suspended or disapproved, and approve final
vouchers.

(8) Issue Notices of Intent to Disallow or not Recognize
Costs (see Subpart 42.8).

(9) Establish final indirect cost rates and billing rates for
those contractors meeting the criteria for contracting officer
determination in Subpart 42.7.

(10) Attempt to resolve issues in controversy, using
ADR procedures when appropriate (see Subpart 33.2); pre-
pare findings of fact and issue decisions under the Disputes
clause on matters in which the administrative contracting
officer (ACO) has the authority to take definitive action.

(11) In connection with Cost Accounting Standards (see
30.601 and 48 CFR Chapter 99 (FAR Appendix))—

(i) Determine the adequacy of the contractor’s dis-
closure statements;

(ii) Determine whether disclosure statements are in
compliance with Cost Accounting Standards and Part 31;

(iii) Determine the contractor’s compliance with
Cost Accounting Standards and disclosure statements, if
applicable; and

(iv) Negotiate price adjustments and execute supple-
mental agreements under the Cost Accounting Standards
clauses at 52.230-2, 52.230-3, 52.230-4, 52.230-5, and
52.230-6.

(12) Review and approve or disapprove the contractor’s
requests for payments under the progress payments or perfor-
mance-based payments clauses.

(13) Make payments on assigned contracts when pre-
scribed in agency acquisition regulations.

(14) Manage special bank accounts.
(15) Ensure timely notification by the contractor of any

anticipated overrun or underrun of the estimated cost under
cost-reimbursement contracts.

(16) Monitor the contractor’s financial condition and
advise the contracting officer when it jeopardizes contract
performance.

(17) Analyze quarterly limitation on payments state-
ments and take action in accordance with Subpart 32.6 to
recover overpayments from the contractor.

(18) Issue tax exemption forms.
(19) Ensure processing and execution of duty-free entry

certificates.
(20) For classified contracts, administer those portions

of the applicable industrial security program delegated to the
CAO (see Subpart 4.4).

(21) Issue work requests under maintenance, overhaul,
and modification contracts.

(22) Negotiate prices and execute supplemental agree-
ments for spare parts and other items selected through provi-
sioning procedures when prescribed by agency acquisition
regulations.

(23) Negotiate and execute contractual documents for
settlement of partial and complete contract terminations for
convenience, except as otherwise prescribed by Part 49.

(24) Negotiate and execute contractual documents set-
tling cancellation charges under multiyear contracts.

(25) Process and execute novation and change of name
agreements under Subpart 42.12.

(26) Perform property administration (see Part 45).
(27) [Reserved]
(28) Perform necessary screening, redistribution, and

disposal of contractor inventory.
(29) Issue contract modifications requiring the contrac-

tor to provide packing, crating, and handling services on
excess Government property. When the ACO determines it to
be in the Government’s interests, the services may be secured
from a contractor other than the contractor in possession of the
property.

(30) When contractors request Government property—
(i) Evaluate the contractor’s requests for Govern-

ment property and for changes to existing Government prop-
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erty and provide appropriate recommendations to the
contracting officer;

(ii) Ensure required screening of Government prop-
erty before acquisition by the contractor;

(iii) Evaluate the use of Government property on a
non-interference basis in accordance with the clause at
52.245-9, Use and Charges;

(iv) Ensure payment by the contractor of any rental
due; and

(v) Modify contracts to reflect the addition of Gov-
ernment-furnished property and ensure appropriate consider-
ation.

(31) Perform production support, surveillance, and sta-
tus reporting, including timely reporting of potential and
actual slippages in contract delivery schedules.

(32) Perform preaward surveys (see Subpart 9.1).
(33) Advise and assist contractors regarding their prior-

ities and allocations responsibilities and assist contracting
offices in processing requests for special assistance and for
priority ratings for privately owned capital equipment.

(34) Monitor contractor industrial labor relations mat-
ters under the contract; apprise the contracting officer and, if
designated by the agency, the cognizant labor relations advi-
sor, of actual or potential labor disputes; and coordinate the
removal of urgently required material from the strikebound
contractor’s plant upon instruction from, and authorization of,
the contracting officer.

(35) Perform traffic management services, including
issuance and control of Government bills of lading and other
transportation documents.

(36) Review the adequacy of the contractor’s traffic
operations.

(37) Review and evaluate preservation, packaging, and
packing.

(38) Ensure contractor compliance with contractual
quality assurance requirements (see Part 46).

(39) Ensure contractor compliance with contractual
safety requirements.

(40) Perform engineering surveillance to assess compli-
ance with contractual terms for schedule, cost, and technical
performance in the areas of design, development, and
production.

(41) Evaluate for adequacy and perform surveillance of
contractor engineering efforts and management systems that
relate to design, development, production, engineering
changes, subcontractors, tests, management of engineering
resources, reliability and maintainability, data control sys-
tems, configuration management, and independent research
and development.

(42) Review and evaluate for technical adequacy the
contractor’s logistics support, maintenance, and modification
programs.

(43) Report to the contracting office any inadequacies
noted in specifications.

(44) Perform engineering analyses of contractor cost
proposals.

(45) Review and analyze contractor-proposed engineer-
ing and design studies and submit comments and recommen-
dations to the contracting office, as required.

(46) Review engineering change proposals for proper
classification, and when required, for need, technical ade-
quacy of design, producibility, and impact on quality, reliabil-
ity, schedule, and cost; submit comments to the contracting
office.

(47) Assist in evaluating and make recommendations
for acceptance or rejection of waivers and deviations.

(48) Evaluate and monitor the contractor’s procedures
for complying with procedures regarding restrictive markings
on data.

(49) Monitor the contractor’s value engineering
program.

(50) Review, approve or disapprove, and maintain sur-
veillance of the contractor’s purchasing system (see Part 44).

(51) Consent to the placement of subcontracts.
(52) Review, evaluate, and approve plant or division-

wide small, small disadvantaged, women-owned, veteran-
owned, HUBZone, and service-disabled veteran-owned small
business master subcontracting plans.

(53) Obtain the contractor’s currently approved com-
pany- or division-wide plans for small, small disadvantaged,
women-owned, veteran-owned, HUBZone, and service-dis-
abled veteran-owned small business subcontracting for its
commercial products, or, if there is no currently approved
plan, assist the contracting officer in evaluating the plans for
those products.

(54) Assist the contracting officer, upon request, in eval-
uating an offeror’s proposed small, small disadvantaged
women-owned, veteran-owned, HUBZone, and service-dis-
abled veteran-owned small business subcontracting plans,
including documentation of compliance with similar plans
under prior contracts.

(55) By periodic surveillance, ensure the contractor’s
compliance with small, small disadvantaged, women-owned,
veteran-owned, HUBZone, and service-disabled veteran-
owned small business subcontracting plans and any labor sur-
plus area contractual requirements; maintain documentation
of the contractor’s performance under and compliance with
these plans and requirements; and provide advice and assis-
tance to the firms involved, as appropriate.

(56) Maintain surveillance of flight operations.
(57) Assign and perform supporting contract

administration.
(58) Ensure timely submission of required reports.
(59) Issue administrative changes, correcting errors or

omissions in typing, contractor address, facility or activity
code, remittance address, computations which do not require
additional contract funds, and other such changes (see
43.101).
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45.000 Scope of part.
This part prescribes policies and procedures for providing

Government property to contractors, contractors’ manage-
ment and use of Government property, and reporting, redis-
tributing, and disposing of contractor inventory. It does not
apply to property under any statutory leasing authority,
(except as to non-Government use of property under
45.301(f)); to property to which the Government has acquired
a lien or title solely because of partial, advance, progress, or
performance-based payments; to disposal of real property; or
to software and intellectual property.

Subpart 45.1—General

45.101 Definitions.
As used in this part—
“Acquisition cost” means the cost to acquire a tangible

capital asset including the purchase price of the asset and costs
necessary to prepare the asset for use. Costs necessary to pre-
pare the asset for use include the cost of placing the asset in
location and bringing the asset to a condition necessary for
normal or expected use.

“Cannibalize” means to remove parts from Government
property for use or for installation on other Government prop-
erty.

“Contractor-acquired property” means property acquired,
fabricated, or otherwise provided by the contractor for per-
forming a contract and to which the Government has title.

“Contractor inventory” means—
(1) Any property acquired by and in the possession of a

contractor or subcontractor under a contract for which title is
vested in the Government and which exceeds the amounts
needed to complete full performance under the entire contract;

(2) Any property that the Government is obligated or
has the option to take over under any type of contract, e.g., as
a result either of any changes in the specifications or plans
thereunder or of the termination of the contract (or subcontract
thereunder), before completion of the work, for the conve-
nience or at the option of the Government; and

(3) Government-furnished property that exceeds the
amounts needed to complete full performance under the entire
contract.

Contractor’s managerial personnel means the contractor’s
directors, officers, managers, superintendents, or equivalent
representatives who have supervision or direction of—

(1) All or substantially all of the contractor’s business;
(2) All or substantially all of the contractor’s operation

at any one plant or separate location; or
(3) A separate and complete major industrial operation.

“Demilitarization” means rendering a product unusable
for, and not restorable to, the purpose for which it was
designed or is customarily used.

“Discrepancies incident to shipment” means any differ-
ences (e.g., count or condition) between the items docu-
mented to have been shipped and items actually received.

“Equipment” means a tangible item that is functionally
complete for its intended purpose, durable, nonexpendable,
and needed for the performance of a contract.  Equipment is
not intended for sale, and does not ordinarily lose its identity
or become a component part of another article when put into
use.  Equipment does not include material, real property, spe-
cial test equipment or special tooling.

“Government-furnished property” means property in the
possession of, or directly acquired by, the Government and
subsequently furnished to the contractor for performance of a
contract.  Government-furnished property includes, but is not
limited to, spares and property furnished for repair, mainte-
nance, overhaul, or modification.  Government-furnished
property also includes contractor-acquired property if the con-
tractor-acquired property is a deliverable under a cost contract
when accepted by the Government for continued use under the
contract.

“Government property” means all property owned or
leased by the Government. Government property includes
both Government-furnished property and contractor-acquired
property.  Government property includes material, equipment,
special tooling, special test equipment, and real property.
Government property does not include intellectual property
and software.

“Material” means property that may be consumed or
expended during the performance of a contract, component
parts of a higher assembly, or items that lose their individual
identity through incorporation into an end-item. Material does
not include equipment, special tooling, special test equipment
or real property.

“Nonseverable” means property that cannot be removed
after construction or installation without substantial loss of
value or damage to the installed property or to the premises
where installed.

“Precious metals” means silver, gold, platinum, palladium,
iridium, osmium, rhodium, and ruthenium.

“Property” means all tangible property, both real and per-
sonal.

“Property Administrator” means an authorized representa-
tive of the contracting officer appointed in accordance with
agency procedures, responsible for administering the contract
requirements and obligations relating to Government property
in the possession of a contractor.

“Property records” means the records created and main-
tained by the contractor in support of its stewardship respon-
sibilities for the management of Government property.

“Provide” means to furnish, as in Government-furnished
property, or to acquire, as in contractor-acquired property.
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“Real property” See Federal Management Regulation 102-
71.20 (41 CFR 102-71.20).

“Sensitive property” means property potentially dangerous
to the public safety or security if stolen, lost, or misplaced, or
that shall be subject to exceptional physical security, protec-
tion, control, and accountability. Examples include weapons,
ammunition, explosives, controlled substances, radioactive
materials, hazardous materials or wastes, or precious metals.

“Surplus property” means excess personal property not
required by any Federal agency as determined by the Admin-
istrator of the General Services Administration (GSA).

45.102 Policy.
(a) Contractors are ordinarily required to furnish all prop-

erty necessary to perform Government contracts.
(b) Contracting officers shall provide property to contrac-

tors only when it is clearly demonstrated—
(1) To be in the Government’s best interest;
(2) That the overall benefit to the acquisition signifi-

cantly outweighs the increased cost of administration, includ-
ing ultimate property disposal;

(3) That providing the property does not substantially
increase the Government’s assumption of risk; and

(4) That Government requirements cannot otherwise be
met.

(c) The contractor’s inability or unwillingness to supply its
own resources is not sufficient reason for the furnishing or
acquisition of property.

(d) “Exception”. Property provided under contracts for
repair, maintenance, overhaul, or modification is not subject
to the requirements of paragraph (b) of this section.

45.103 General.
(a) Agencies shall—

(1) Allow and encourage contractors to use voluntary
consensus standards (see FAR 11.101(b)) and industry-lead-
ing practices and standards to manage Government property
in their possession;

(2) Eliminate to the maximum practical extent any com-
petitive advantage a prospective contractor may have by using
Government property;

(3) Ensure maximum practical reutilization of contrac-
tor inventory for government purposes;

(4) Require contractors to use Government property
already in their possession to the maximum extent practical in
performing Government contracts;

(5) Charge appropriate rentals when the property is
authorized for use on other than a rent-free basis; and

(6) Require contractors to justify retaining Government
property not needed for contract performance and to declare
property as excess when no longer needed for contract perfor-
mance.

(b) Agencies will not generally require contractors to
establish property management systems that are separate from
a contractor’s established procedures, practices, and systems
used to account for and manage contractor-owned property.

45.104 Responsibility and liability for Government 
property.
(a) Generally, contractors are not held liable for loss, theft,

damage or destruction of Government property under the fol-
lowing types of contracts:

(1) Cost-reimbursement contracts.
(2) Time-and-material contracts.
(3) Labor-hour contracts.
(4) Fixed-price contracts awarded on the basis of sub-

mission of cost or pricing data.
(b) The contracting officer may revoke the Government’s

assumption of risk when the property administrator deter-
mines that the contractor’s property management practices are
inadequate and/or present an undue risk to the Government.

(c) A prime contractor that provides Government property
to a subcontractor shall not be relieved of any responsibility
to the Government that the prime contractor may have under
the terms of the prime contract.

45.105 Contractors’ property management system 
compliance.
(a) The agency responsible for contract administration

shall conduct an analysis of the contractor’s property manage-
ment policies, procedures, practices, and systems. This anal-
ysis shall be accomplished as frequently as conditions
warrant, in accordance with agency procedures.

(b) The property administrator shall notify the contractor in
writing when the contractor’s property management system
does not comply with contractual requirements, and shall
request prompt correction of deficiencies and shall request
from the contractor a corrective action plan, including a
schedule for correction of the deficiencies and shall provide a
schedule for their completion. If the contractor does not cor-
rect the deficiencies in accordance with the schedule, the con-
tracting officer shall notify the contractor, in writing, that
failure to take the required corrective action(s) may result in—

(1)  Revocation of the Government’s assumption of risk
for loss, theft, damage or destruction; and/or

(2) The exercise of other rights or remedies available to
the contracting officer.

(c) If the contractor fails to take the required corrective
action(s) in response to the notification provided by the con-
tracting officer in accordance with paragraph (b) of this sec-
tion, the contracting officer shall notify the contractor in
writing of any Government decision to apply the remedies
described in paragraphs (b)(1) and (b)(2) of this section.

(d) When the property administrator determines that a
reported case of loss, theft, damage or destruction of Govern-
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ment property constitutes a risk assumed by the Government,
the property administrator shall notify the contractor in writ-
ing that they are granted relief of responsibility in accordance
with FAR clause 52.245-1(f)(1)(vii). Where the property
administrator determines that the risk of loss is not assumed
by the Government, the property administrator shall forward
a recommendation requesting that the contracting officer hold
the contractor liable.

45.106 Transferring accountability.
Government property shall be transferred from one con-

tract to another only when firm requirements exist under the
gaining contract (see 45.102). Such transfers shall be docu-
mented by modifications to both gaining and losing contracts.
Once transferred, all property shall be considered Govern-
ment-furnished property to the gaining contract. The warran-
ties of suitability of use and timely delivery of Government-
furnished property do not apply to property acquired or fabri-
cated by the contractor as contractor-acquired property that is
subsequently transferred to another contract with the same
contractor.

45.107 Contract clauses.
(a)(1) Except as provided in paragraph (d) of this section,

the contracting officer shall insert the clause at 52.245-1, Gov-
ernment Property, in—

(i) All cost reimbursement, time-and-material, and
labor-hour type solicitations and contracts; and

(ii) Fixed-price solicitations and contracts when the
Government will provide Government property.

(iii) Contracts or modifications awarded under FAR
Part 12 procedures where Government property that exceeds
the simplified acquisition threshold, as defined in FAR 2.101,
is furnished or where the contractor is directed to acquire
property for use under the contract that is titled in the Govern-
ment.

(2) The contracting officer shall use the clause with its
Alternate I in contracts other than those identified in FAR
45.104(a), Responsibility and Liability for Government Prop-
erty.

(3) The contracting officer shall use the clause with its
Alternate II when a contract for the conduct of basic or applied
research at nonprofit institutions of higher education or at
nonprofit organizations whose primary purpose is the conduct
of scientific research (see 35.014) is contemplated.

(b) The contracting officer shall also insert the clause at
52.245-2, Government Property (Installation Operation Ser-
vices), in service contracts to be performed on a Government
installation when Government-furnished property will be pro-
vided for initial provisioning only and the Government is not
responsible for repair or replacement.

(c) The contracting officer shall insert the clause at
52.245-9, Use and Charges, in solicitations and contracts
when the clause at 52.245-1 is included.

(d) Purchase orders for property repair need not include a
Government property clause when the acquisition cost of
Government property to be repaired does not exceed the sim-
plified acquisition threshold, unless other Government prop-
erty (not for repair) is provided.
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Subpart 45.2—Solicitation and Evaluation 
Procedures

45.201 Solicitation.
(a) The contracting officer shall insert a listing of the Gov-

ernment property to be offered in all solicitations where Gov-
ernment-furnished property is anticipated (see 45.102). The
listing shall include at a minimum—

(1) The name, part number and description, manufac-
turer, model number, and National Stock Number (if needed
for additional item identification tracking and/or disposition);

(2) Quantity/unit of measure;
(3) Unit acquisition cost;
(4) Unique-item identifier or equivalent (if available

and necessary for individual item tracking); and
(5) A statement as to whether the property is to be fur-

nished in an “as-is” condition and instructions for physical
inspection.

(b) When Government property is offered for use in a com-
petitive acquisition, solicitations should specify that the con-
tractor is responsible for all costs related to making the
property available for use, such as payment of all transporta-
tion, installation or rehabilitation costs.

(c) The solicitation shall describe the evaluation proce-
dures to be followed, including rental charges or equivalents
and other costs or savings to be evaluated, and shall require all
offerors to submit the following information with their
offers—

(1) A list or description of all Government property that
the offeror or its subcontractors propose to use on a rent-free
basis. The list shall identify the accountable contract under
which the property is held and the authorization for its use

(from the contracting officer having cognizance of the prop-
erty);

(2) The dates during which the property will be avail-
able for use (including the first, last, and all intervening
months) and, for any property that will be used concurrently
in performing two or more contracts, the amounts of the
respective uses in sufficient detail to support prorating the
rent;

(3) The amount of rent that would otherwise be charged
in accordance with FAR 52.245-9, Use and Charges; and

(4) The voluntary consensus standard or industry lead-
ing practices and standards to be used in the management of
Government property, or existing property management
plans, methods, practices, or procedures for accounting for
property.

(d) Any additional instructions to the contractor regarding
property management, accountability, and use, not addressed
in FAR clause 52.245-1, Government Property, should be spe-
cifically addressed in the statement of work on the contract
providing property.

45.202 Evaluation procedures.
(a) The contracting officer shall consider any potentially

unfair competitive advantage that may result from the con-
tractor possessing Government property. This shall be done
by adjusting the offers by applying, for evaluation purposes
only, a rental equivalent evaluation factor.

(b) The contracting officer shall ensure the offeror’s prop-
erty management plans, methods, practices, or procedures for
accounting for property are consistent with the requirements
of the solicitation.
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Subpart 45.4—Title to Government Property

45.401 Title to Government-furnished property.
The Government retains title to all Government-furnished

property until properly disposed of, as authorized by law or
regulation. Property that is leased by the Government and sub-
sequently furnished to the contractor for use shall be consid-
ered Government-furnished property under the clause
52.245-1, Government Property.

45.402 Title to contractor-acquired property.
(a) Title vests in the Government for all property acquired

or fabricated by the contractor in accordance with the financ-
ing provisions or other specific requirements for passage of

title in the contract.  Under fixed-price type contracts, in the
absence of financing provisions or other specific requirements
for passage of title in the contract, the contractor retains title
to all property acquired by the contractor for use on the con-
tract, except for property identified as a deliverable end item.
If a deliverable item is to be retained by the contractor for use
after inspection and acceptance by the Government, it shall be
made accountable to the contract through a contract modifi-
cation listing the item as Government-furnished property.

(b) Under cost type and time-and-material contracts, the
Government acquires title to all property to which the contrac-
tor is entitled to reimbursement, in accordance with paragraph
(e)(3) of clause 52.245-1.
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Subpart 45.5—Support Government 
Property Administration

45.501 Prime contractor alternate locations.
The property administrator assigned to the prime contract

may request support property administration from another
contract administration office, for purposes of evaluating
prime contractor management of property located at subcon-
tractors and alternate locations.

45.502 Subcontractor and alternate prime contractor 
locations.
(a) To ensure subcontractor compliance with Government

property administration requirements, and with prime con-
tractor consent, the property administrator assigned to the
prime contract may request support property administration

from another contract administration office.  If the prime con-
tractor does not provide consent to support property adminis-
tration at subcontractor locations, the property administrator
shall refer the matter to the contracting officer for resolution.

(b) The prime property administrator shall accept the find-
ings of the delegated support property administrator and
advise the prime contractor of the results of property manage-
ment reviews, including deficiencies found with the subcon-
tractor’s property management system.

(c) Prime contractor consent is not required for support del-
egations involving prime contractor alternate locations.

45.503 Support property administrator findings.
In instances where the prime contractor does not concur

with the findings of the support Property Administrator, the
prime property administrator shall immediately refer the mat-
ter to the contracting officer.
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45.6-1

Subpart 45.6—Reporting, Reutilization, and 
Disposal

45.600 Scope of subpart.
This subpart establishes policies and procedures for the

reporting, reutilization, and disposal of contractor inventory
excess to contracts and of property that forms the basis of a
claim against the Government (e.g., termination inventory
under fixed-price contracts). This subpart does not apply to
the disposal of real property or to property for which the Gov-
ernment has a lien or title solely as a result of advance,
progress, or performance-based payments that have been liq-
uidated.

45.601 [Reserved]

45.602 Reutilization of Government property.
This section is applicable to the reutilization, including

transfer and donation, of Government property that is not
required for continued performance of a Government con-
tract. Except for 45.602-1, this section does not apply to scrap
other than scrap aircraft parts.

45.602-1 Inventory disposal schedules.
(a) Plant clearance officers should review and accept, or

return for correction, inventory disposal schedules within
10 days following receipt from a contractor. Schedules that
are completed in accordance with the instructions for Stan-
dard Form 1428 should be accepted.

(b) Plant clearance officers shall—
(1) Use Standard Form 1423 to verify, in accordance

with agency procedures, accepted schedules within 20 days
following acceptance;

(2) Require a contractor to correct any discrepancies
found during verification;

(3) Require a contractor to correct any failure to com-
plete predisposal requirements of the contract; and

(4) Provide the contractor disposition instructions for
property identified on an acceptable inventory disposal sched-
ule within 120 days. A failure to provide timely disposition
instructions might entitle the contractor to an equitable
adjustment.

(c) Contractors shall obtain the plant clearance officer’s
approval to remove Government property from an inventory
disposal schedule.

(1) Plant clearance officers should approve removal
when—

(i) The contractor wishes to purchase a contractor-
acquired or contractor-produced item at acquisition cost and
credit the contract;

(ii) The contractor is able to return unused property
to the supplier at fair market value and credit the contract (less,

if applicable, a reasonable restocking fee that is consistent
with the supplier’s customary practices);

(iii) The Government has authorized the contractor
to use the property on another Government contract; or

(iv) The contractor has requested continued use of
Government property, and the plant clearance officer has con-
sulted with the appropriate program and technical personnel.

(2) If the screening process (see 45.602-3) has not
begun, the plant clearance officer shall adjust the schedule or
return the schedule to the contractor for correction. If screen-
ing has begun, the plant clearance officer shall promptly
notify the activity performing the screening that the items
should be removed from the screening process.

45.602-2 Reutilization priorities.
Plant clearance officers shall initiate reutilization actions

using the highest priority method appropriate for the property.
Authorized methods, listed in descending order from highest
to lowest priority, are—

(a) Reuse within the agency (see 45.603 for circumstances
under which excess personal property may be abandoned,
destroyed, or donated);

(b) Transfer of educationally useful equipment, with GSA
approval, to other Federal agencies that have expressed a need
for the property;

(c) Transfer of educationally useful equipment to schools
and nonprofit organizations (see Executive Order 12999,
Educational Technology: Ensuring Opportunity For All Chil-
dren In The Next Century, April 17, 1996), and
15 U.S.C. 3710(i);

(d) Reuse within the Federal Government; and
(e) Donation to an eligible donee designated by GSA.

45.602-3 Screening.
The screening period begins upon the plant clearance

officer’s acceptance of an inventory disposal schedule. The
plant clearance officer shall determine whether standard or
special screening is appropriate and initiate screening actions.

(a) Standard screening. The standard screening period is
46 days.

(1) First through twentieth day—Screening by the con-
tracting agency. The contracting agency has 20 days to screen
property reported on the inventory disposal schedule for:
other use within the agency; transfer of educationally useful
equipment to other Federal agencies that have expressed a
need for the property; and transfer of educationally useful
equipment to schools and nonprofit organizations if a Federal
agency has not expressed a need for the property. Excess per-
sonal property, meeting the conditions of 45.603, may be
abandoned, destroyed, or donated to public bodies. No later
than the 21st day, the plant clearance officer shall submit four
copies of the revised schedules and Standard Form (SF) 120,
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Report of Excess Personal Property, or an electronic equiva-
lent to GSA (see 41 CFR 102-36.215).

(2) Twenty-first through forty-sixth day (21 days con-
current screening plus 5 days donation processing).—

(i) Screening by other Federal agencies. GSA will
normally honor requests for transfers of property on a first-
come-first-served basis through the 41st day. When a request
is honored, the GSA regional office shall promptly transmit to
the plant clearance officer an approved transfer order that
includes shipping instructions.

(ii) Screening for possible donation. Screening for
donation is also completed during days 21 through 41. Prop-
erty is not available for allocation to donees until after the
completion of screening. Days 42 through 46 are reserved for
GSA to make such allocation.

(3) Screening period transfer request. If an agency
receives an intra-agency transfer request during the screening
periods described in paragraph (a)(2) of this subsection, the
plant clearance officer shall request GSA approval to with-
draw the item from the inventory disposal schedule.

(b) Special screening requirements.— (1) Special tooling
and special test equipment without commercial components.
Agencies shall follow the procedures in paragraph (a) of this
subsection. This property owned by the Department of
Defense (DoD) or the National Aeronautics and Space
Administration (NASA) may be screened for reutilization
only within these agencies.

(2) Special test equipment with commercial compo-
nents.— (i) Agencies shall complete the screening required
by paragraph (a) of this subsection. If an agency has no further
need for the property and the contractor has not expressed an
interest in using or acquiring the property by annotating the
inventory disposal schedule, the plant clearance officer shall
forward the inventory disposal schedule to the GSA regional
office that serves the region in which the property is located.

(ii) If the contractor has expressed an interest in
using the property on another Government contract, the plant
clearance officer shall contact the contracting officer for that
contract. If the contracting officer concurs with the proposed
use, the contracting officer for the contract under which the
property is accountable shall transfer the property’s account-
ability to that contract. If the contracting officer does not con-
cur with the proposed use, the plant clearance officer shall
deny the contractor’s request and shall continue the screening
process.

(iii) If the property is contractor-acquired or pro-
duced, and the contractor or subcontractor has expressed an
interest in acquiring the property, and no other party expresses
an interest during agency or GSA screening, the property may
be sold to the contractor or subcontractor at acquisition cost.

(3) Printing equipment. Agencies shall report all excess
printing equipment to the Public Printer, Government Printing
Office, 732 North Capitol Street, NW, Washington, DC

20401, after screening within the agency (see 44 U.S.C. 312).
If the Public Printer does not express a need for the equipment
within 21 days, the agency shall submit the report to GSA for
further use and donation screening as described in
paragraph (a) of this subsection.

(4) Non-nuclear hazardous materials, hazardous
wastes, and classified items. These items shall be screened in
accordance with agency procedures. Report non-nuclear haz-
ardous materials to GSA if the agency has no requirement for
them.

(5) Nuclear materials. The possession, use, and transfer
of certain nuclear materials are subject to the regulatory con-
trols of the Nuclear Regulatory Commission (NRC). Con-
tracting activities shall screen excess nuclear materials in the
following categories:

(i) By-product material. Any radioactive material
(except special nuclear material) yielded in or made radioac-
tive by exposure to the radiation incident to producing or
using special nuclear material.

(ii) Source material. Uranium or thorium, or any
combination thereof, in any physical or chemical form; or ores
that contain by weight one-twentieth of 1 percent
(0.05 percent) or more of uranium, thorium, or any combina-
tion thereof. Source material does not include special nuclear
material.

(iii) Special nuclear material. Plutonium, Uranium
233, Uranium enriched in the isotope 233 or in the isotope
235, any other material that the NRC determines to be special
nuclear material (but not including source material); or any
material artificially enriched by any nuclear material.

45.602-4 Interagency property transfer costs.
Agencies whose property is transferred to other agencies

shall not be reimbursed for the property in any manner unless
the circumstances of FMR 102-36.285 (41 CFR 102-36.285)
apply. The agency receiving the property shall pay any trans-
portation costs that are not the contractor’s responsibility and
any costs to pack, crate, or otherwise prepare the property for
shipment. The contract administration office shall process
appropriate contract modifications. To accelerate plant clear-
ance, the receiving agency shall promptly furnish funding
data, and transfer or shipping documents to the contract
administration office.

45.603 Abandonment, destruction or donation of excess 
personal property.
(a) Plant clearance officers may abandon, destroy, or

donate to public bodies excess property that is not sensitive
property and does not require demilitarization.

(b) Plant clearance officers may abandon sensitive prop-
erty that does not require demilitarization, with contractor
consent, provided appropriate instructions are provided with
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respect to the proper care, handling, and disposal of the
property.

(c) The Government may donate excess personal property
to eligible donees in lieu of abandonment if the Government
will not bear any of the costs incident to a donation.

(d)(1) Before abandoning, destroying, or donating excess
personal property, the plant clearance officer shall determine
in writing that the property does not constitute a danger to
public health or welfare and—

(i) The property has no residual monetary value; or
(ii) The estimated cost to sell the property, including

advertising, storage, and other costs associated with making
the sale, is greater than the probable sale proceeds; and

(2) A Government reviewing official shall approve all
written determinations for abandonment and destruction
actions.

45.604 Disposal of surplus property.

45.604-1 Disposal methods.
(a) Except as provided in paragraphs (b) and (c) of this sub-

section, surplus property that has completed screening in
accordance with 45.602-3(a) shall be sold in accordance with
45.604-3 or abandoned, destroyed, or donated to public bod-
ies in accordance with 45.604-2.

(b) The following property that GSA has declared surplus
or not required to be screened by GSA shall be disposed of in
accordance with agency procedures:

(1) Classified items.
(2) Nonnuclear hazardous materials or hazardous

wastes.
(3) Property that contains precious metals or requires

demilitarization.
(4) Government property physically located outside the

United States or its possessions (see 40 U.S.C. 701-705).
(c) Nuclear materials (see 45.602-3(b)(5)) shall be dis-

posed of in accordance with NRC or applicable state licenses,
applicable Federal regulations, and agency regulations.

45.604-2 Abandonment, destruction, or donation of 
surplus property.
(a) Plant clearance officers may abandon, destroy, or

donate to public bodies surplus property that is not sensitive
property, and does not require demilitarization.

(b) Plant clearance officers may abandon sensitive prop-
erty that does not require demilitarization, with contractor
consent, provided appropriate instructions are provided with
respect to the proper care, handling, and disposal of the
property.

(c) The Government may donate surplus property to eligi-
ble donees in lieu of abandonment if the Government will not
bear any of the costs incident to donation.

(d) Before abandoning, destroying, or donating surplus
property, the plant clearance officer shall determine in writing
that the property does not constitute a danger to public health
or welfare and—

(1) The property has no residual monetary value; or
(2) The estimated cost to sell the property, including

advertising, storage, and other costs associated with making
the sale, is greater than the probable sale proceeds.

45.604-3 Sale of surplus personal property.
Policy for the sale of surplus personal property is contained

in the Federal Management Regulation, at Part 102-38 (41
CFR Part 102-38).  Agencies may specify implementing pro-
cedures.

45.604-4 Proceeds from sales of surplus property.
Proceeds of any sale are to be credited to the Treasury of

the United States as miscellaneous receipts, unless otherwise
authorized by statute or the contract or any subcontract there-
under authorizes the proceeds to be credited to the price or
cost of the work (40 U.S.C. 571 and 574).

45.605 Inventory disposal reports.
The plant clearance officer shall promptly prepare an

SF 1424, Inventory Disposal Report, following disposition of
the property identified on an inventory disposal schedule or
scrap list and the crediting of any related proceeds. The report
shall identify any lost, stolen, damaged, destroyed, or other-
wise unaccounted for property and any changes in quantity or
value of the property made by the contractor after submission
of the initial inventory disposal schedule. The report shall be
addressed to the administrative contracting officer or, for ter-
mination inventory, to the termination contracting officer,
with a copy to the property administrator.

45.606 Disposal of scrap.

45.606-1 Contractor with an approved scrap procedure.
(a) The contractor may dispose of scrap resulting from pro-

duction or testing under this contract without Government
approval. However, if the scrap requires demilitarization or is
sensitive property, then the contractor shall submit the scrap
on an inventory disposal schedule.

(b) For scrap from other than production or testing, the con-
tractor may prepare scrap lists in lieu of inventory disposal
schedules (provided such lists are consistent with the
approved scrap procedures).

(c) Inventory disposal schedules shall be submitted for all
aircraft regardless of condition, flight safety critical aircraft
parts, and scrap that—

(1) Requires demilitarization;
(2) Is a classified item;
(3) Is generated from classified items;
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(4) Contains hazardous materials or hazardous wastes;
(5) Contains precious metals that are economically ben-

eficial to recover; or
(6) Is dangerous to the public health, safety, or welfare.

45.606-2 Contractor without an approved scrap 
procedure.
The contractor shall submit an inventory disposal schedule

for all scrap.

45.606-3 Procedures.
(a) The plant clearance officer shall process inventory dis-

posal schedules in accordance with 45.602-1.
(b) The plant clearance officer shall—

(1) Accept, reject, or return for correction scrap lists
within 10 days following receipt;

(2) Accept scrap lists that are consistent with a contrac-
tor’s approved scrap procedure, correctly identify the con-
tracts under which the scrap is accountable, and correctly
identify the scrap’s quantity and condition;

(3) Use Standard Form 1423 to verify accepted scrap
lists, in accordance with agency procedures;

(4) Require a contractor to correct any discrepancies
found during verification; and

(5) Provide disposition instructions to the contractor
within 45 days following Government acceptance of a scrap
list. If the plant clearance officer does not provide disposition
instructions within that period, the contractor may dispose of
scrap identified on a scrap list without further Government
approval.

*       *       *       *       *       *
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(j) Information and access to records. The Contractor shall
furnish to the administering office (1) monthly or at other inter-
vals as required, signed or certified balance sheets and profit and
loss statements, and, (2) if requested, other information con-
cerning the operation of the contractor's business. The Contrac-
tor shall provide the authorized Government representatives
proper facilities for inspection of the Contractor's books,
records, and accounts.

(k) Other security. The terms of this contract are consid-
ered to provide adequate security to the Government for
advance payments; however, if the administering office consid-
ers the security inadequate, the Contractor shall furnish addi-
tional security satisfactory to the administering office, to the
extent that the security is available.

(l) Representations. The Contractor represents the
following:

(1) The balance sheet, the profit and loss statement, and
any other supporting financial statements furnished to the
administering office fairly reflect the financial condition of the
Contractor at the date shown or the period covered, and there
has been no subsequent materially adverse change in the finan-
cial condition of the Contractor.

(2) No litigation or proceedings are presently pending or
threatened against the Contractor, except as shown in the finan-
cial statements.

(3) The Contractor has disclosed all contingent liabili-
ties, except for liability resulting from the renegotiation of
defense production contracts, in the financial statements fur-
nished to the administering office.

(4) None of the terms in this clause conflict with the
authority under which the Contractor is doing business or with
the provision of any existing indenture or agreement of the
Contractor.

(5) The Contractor has the power to enter into this con-
tract and accept advance payments, and has taken all necessary
action to authorize the acceptance under the terms of this
contract.

(6) The assets of the Contractor are not subject to any
lien or encumbrance of any character except for current taxes
not delinquent, and except as shown in the financial statements
furnished by the Contractor. There is no current assignment of
claims under any contract affected by these advance payment
provisions.

(7) All information furnished by the Contractor to the
administering office in connection with each request for
advance payments is true and correct.

(8) These representations shall be continuing and shall
be considered to have been repeated by the submission of each
invoice for advance payments.

(m) Covenants. To the extent the Government considers it
necessary while any advance payments made under this con-
tract remain outstanding, the Contractor, without the prior writ-
ten consent of the administering office, shall not—

(1) Mortgage, pledge, or otherwise encumber or allow
to be encumbered, any of the assets of the Contractor now
owned or subsequently acquired, or permit any preexisting

mortgages, liens, or other encumbrances to remain on or attach
to any assets of the Contractor which are allocated to perform-
ing this contract and with respect to which the Government has
a lien under this contract;

(2) Sell, assign, transfer, or otherwise dispose of
accounts receivable, notes, or claims for money due or to
become due;

(3) Declare or pay any dividends, except dividends pay-
able in stock of the corporation, or make any other distribution
on account of any shares of its capital stock, or purchase,
redeem, or otherwise acquire for value any of its stock, except
as required by sinking fund or redemption arrangements
reported to the administering office incident to the establish-
ment of these advance payment provisions;

(4) Sell, convey, or lease all or a substantial part of its
assets;

(5) Acquire for value the stock or other securities of any
corporation, municipality, or Governmental authority, except
direct obligations of the United States;

(6) Make any advance or loan or incur any liability as
guarantor, surety, or accommodation endorser for any party;

(7) Permit a writ of attachment or any similar process to
be issued against its property without getting a release or bond-
ing the property within 30 days after the entry of the writ of
attachment or other process;

(8) Pay any remuneration in any form to its directors,
officers, or key employees higher than rates provided in existing
agreements of which notice has been given to the administering
office, accrue excess remuneration without first obtaining an
agreement subordinating it to all claims of the Government, or
employ any person at a rate of compensation over $______
a year;

(9) Change substantially the management, ownership,
or control of the corporation;

(10) Merge or consolidate with any other firm or corpo-
ration, change the type of business, or engage in any transaction
outside the ordinary course of the Contractor’s business as pres-
ently conducted;

(11) Deposit any of its funds except in a bank or trust
company insured by the Federal Deposit Insurance Corporation
or a credit union insured by the National Credit Union
Administration;

(12) Create or incur indebtedness for advances, other
than advances to be made under the terms of this contract, or for
borrowings;

(13) Make or covenant for capital expenditures exceed-
ing $______ in total;

(14) Permit its net current assets, computed in accor-
dance with generally accepted accounting principles, to become
less than $______; or

(15) Make any payments on account of the obligations
listed below, except in the manner and to the extent provided in
this contract:

[List the pertinent obligations]
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52.232-13 Notice of Progress Payments.
As prescribed in 32.502-3(a), insert the following provi-

sion in invitations for bids and requests for proposals that
include a Progress Payments clause:

NOTICE OF PROGRESS PAYMENTS (APR 1984)

The need for customary progress payments conforming to
the regulations in Subpart 32.5 of the Federal Acquisition
Regulation (FAR) will not be considered as a handicap or
adverse factor in the award of the contract. The Progress Pay-
ments clause included in this solicitation will be included in
any resulting contract, modified or altered if necessary in
accordance with subsection 52.232-16 and its Alternate I of
the FAR. Even though the clause is included in the contract,
the clause shall be inoperative during any time the contrac-
tor’s accounting system and controls are determined by the
Government to be inadequate for segregation and accumula-
tion of contract costs.

(End of provision)

52.232-14 Notice of Availability of Progress Payments 
Exclusively for Small Business Concerns.
As prescribed in 32.502-3(b)(2), insert the following pro-

vision in invitations for bids if it is anticipated that (a) both
small business concerns and others may submit bids in
response to the same invitation and (b) only the small business
bidders would need progress payments:

NOTICE OF AVAILABILITY OF PROGRESS PAYMENTS 
EXCLUSIVELY FOR SMALL BUSINESS CONCERNS 

(APR 1984)

The Progress Payments clause will be available only to
small business concerns. Any bid conditioned upon inclusion
of a progress payment clause in the resulting contract will be
rejected as nonresponsive if the bidder is not a small business
concern.

(End of provision)

52.232-15 Progress Payments Not Included.
As prescribed in 32.502-3(c), insert the following provi-

sion in invitations for bids if the solicitation will not contain
one of the provisions prescribed in 32.502-3(a) and (b):

PROGRESS PAYMENTS NOT INCLUDED (APR 1984)

A progress payments clause is not included in this solici-
tation, and will not be added to the resulting contract at the
time of award. Bids conditioned upon inclusion of a progress
payment clause in the resulting contract will be rejected as
nonresponsive.

(End of provision)

52.232-16 Progress Payments.
As prescribed in 32.502-4(a), insert the following clause:

PROGRESS PAYMENTS (AUG 2010)

The Government will make progress payments to the Con-
tractor when requested as work progresses, but not more fre-
quently than monthly, in amounts of $2,500 or more approved
by the Contracting Officer, under the following conditions:

(a) Computation of amounts. (1) Unless the Contractor
requests a smaller amount, the Government will compute each
progress payment as 80 percent of the Contractor’s total costs
incurred under this contract whether or not actually paid, plus
financing payments to subcontractors (see paragraph (j) of
this clause), less the sum of all previous progress payments
made by the Government under this contract. The Contracting
Officer will consider cost of money that would be allowable
under FAR 31.205-10 as an incurred cost for progress pay-
ment purposes.

(2) The amount of financing and other payments for
supplies and services purchased directly for the contract are
limited to the amounts that have been paid by cash, check, or
other forms of payment, or that are determined due and will
be paid to subcontractors—

(i) In accordance with the terms and conditions of a
subcontract or invoice; and

(ii) Ordinarily within 30 days of the submission of
the Contractor’s payment request to the Government.

(3) The Government will exclude accrued costs of Con-
tractor contributions under employee pension plans until actu-
ally paid unless—

(i) The Contractor’s practice is to make contributions
to the retirement fund quarterly or more frequently; and

(ii) The contribution does not remain unpaid 30 days
after the end of the applicable quarter or shorter payment
period (any contribution remaining unpaid shall be excluded
from the Contractor’s total costs for progress payments until
paid).

(4) The Contractor shall not include the following in
total costs for progress payment purposes in paragraph (a)(1)
of this clause:

(i) Costs that are not reasonable, allocable to this
contract, and consistent with sound and generally accepted
accounting principles and practices.

(ii) Costs incurred by subcontractors or suppliers.
(iii) Costs ordinarily capitalized and subject to

depreciation or amortization except for the properly depreci-
ated or amortized portion of such costs.

(iv) Payments made or amounts payable to subcon-
tractors or suppliers, except for—

(A) Completed work, including partial deliveries,
to which the Contractor has acquired title; and
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(B) Work under cost-reimbursement or time-and-
material subcontracts to which the Contractor has acquired
title.

(5) The amount of unliquidated progress payments may
exceed neither (i) the progress payments made against incom-
plete work (including allowable unliquidated progress pay-
ments to subcontractors) nor (ii) the value, for progress
payment purposes, of the incomplete work. Incomplete work
shall be considered to be the supplies and services required by
this contract, for which delivery and invoicing by the Contrac-
tor and acceptance by the Government are incomplete.

(6) The total amount of progress payments shall not
exceed 80 percent of the total contract price.

(7) If a progress payment or the unliquidated progress
payments exceed the amounts permitted by paragraphs (a)(4)
or (a)(5) of this clause, the Contractor shall repay the amount
of such excess to the Government on demand.

(8) Notwithstanding any other terms of the contract, the
Contractor agrees not to request progress payments in dollar
amounts of less than $2,500. The Contracting Officer may
make exceptions.

(9) The costs applicable to items delivered, invoiced,
and accepted shall not include costs in excess of the contract
price of the items.

(b) Liquidation. Except as provided in the Termination for
Convenience of the Government clause, all progress pay-
ments shall be liquidated by deducting from any payment
under this contract, other than advance or progress payments,
the unliquidated progress payments, or 80 percent of the
amount invoiced, whichever is less. The Contractor shall
repay to the Government any amounts required by a retroac-
tive price reduction, after computing liquidations and pay-
ments on past invoices at the reduced prices and adjusting the
unliquidated progress payments accordingly. The Govern-
ment reserves the right to unilaterally change from the ordi-
nary liquidation rate to an alternate rate when deemed
appropriate for proper contract financing.

(c) Reduction or suspension. The Contracting Officer may
reduce or suspend progress payments, increase the rate of liq-
uidation, or take a combination of these actions, after finding
on substantial evidence any of the following conditions:

(1) The Contractor failed to comply with any material
requirement of this contract (which includes paragraphs (f)
and (g) of this clause).

(2) Performance of this contract is endangered by the
Contractor’s—

(i) Failure to make progress; or
(ii) Unsatisfactory financial condition.

(3) Inventory allocated to this contract substantially
exceeds reasonable requirements.

(4) The Contractor is delinquent in payment of the costs
of performing this contract in the ordinary course of business.

(5) The fair value of the undelivered work is less than
the amount of unliquidated progress payments for that work.

(6) The Contractor is realizing less profit than that
reflected in the establishment of any alternate liquidation rate
in paragraph (b) of this clause, and that rate is less than the
progress payment rate stated in paragraph (a)(1) of this clause.

(d) Title. (1) Title to the property described in this
paragraph (d) shall vest in the Government. Vestiture shall be
immediately upon the date of this contract, for property
acquired or produced before that date. Otherwise, vestiture
shall occur when the property is or should have been allocable
or properly chargeable to this contract.

(2) “Property,” as used in this clause, includes all of the
below-described items acquired or produced by the Contrac-
tor that are or should be allocable or properly chargeable to
this contract under sound and generally accepted accounting
principles and practices.

(i) Parts, materials, inventories, and work in process;
(ii) Special tooling and special test equipment to

which the Government is to acquire title;
(iii) Nondurable (i.e., noncapital) tools, jigs, dies,

fixtures, molds, patterns, taps, gauges, test equipment, and
other similar manufacturing aids, title to which would not be
obtained as special tooling under paragraph (d)(2)(ii) of this
clause; and

(iv) Drawings and technical data, to the extent the
Contractor or subcontractors are required to deliver them to
the Government by other clauses of this contract.

(3) Although title to property is in the Government
under this clause, other applicable clauses of this contract;
e.g., the termination clauses, shall determine the handling and
disposition of the property.

(4) The Contractor may sell any scrap resulting from
production under this contract without requesting the Con-
tracting Officer’s approval, but the proceeds shall be credited
against the costs of performance.

(5) To acquire for its own use or dispose of property to
which title is vested in the Government under this clause, the
Contractor must obtain the Contracting Officer’s advance
approval of the action and the terms. The Contractor shall
(i) exclude the allocable costs of the property from the costs
of contract performance, and (ii) repay to the Government any
amount of unliquidated progress payments allocable to the
property. Repayment may be by cash or credit memorandum.

(6) When the Contractor completes all of the obliga-
tions under this contract, including liquidation of all progress
payments, title shall vest in the Contractor for all property (or
the proceeds thereof) not—

(i) Delivered to, and accepted by, the Government
under this contract; or

(ii) Incorporated in supplies delivered to, and
accepted by, the Government under this contract and to which
title is vested in the Government under this clause.
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(7) The terms of this contract concerning liability for
Government-furnished property shall not apply to property to
which the Government acquired title solely under this clause.

(e) Risk of loss. Before delivery to and acceptance by the
Government, the Contractor shall bear the risk of loss for
property, the title to which vests in the Government under this
clause, except to the extent the Government expressly
assumes the risk. The Contractor shall repay the Government
an amount equal to the unliquidated progress payments that
are based on costs allocable to property that is lost, stolen,
damaged, or destroyed.

(f) Control of costs and property. The Contractor shall
maintain an accounting system and controls adequate for the
proper administration of this clause.

(g) Reports, forms, and access to records.  (1) The Con-
tractor shall promptly furnish reports, certificates, financial
statements, and other pertinent information (including esti-
mates to complete) reasonably requested by the Contracting
Officer for the administration of this clause. Also, the Con-
tractor shall give the Government reasonable opportunity to
examine and verify the Contractor’s books, records, and
accounts.

(2) The Contractor shall furnish estimates to complete
that have been developed or updated within six months of the
date of the progress payment request. The estimates to com-
plete shall represent the Contractor’s best estimate of total
costs to complete all remaining contract work required under
the contract. The estimates shall include sufficient detail to
permit Government verification.

(3) Each Contractor request for progress payment shall:
(i) Be submitted on Standard Form 1443, Contrac-

tor’s Request for Progress Payment, or the electronic equiva-
lent as required by agency regulations, in accordance with the
form instructions and the contract terms; and

(ii) Include any additional supporting documentation
requested by the Contracting Officer.

(h) Special terms regarding default. If this contract is ter-
minated under the Default clause, (i) the Contractor shall, on
demand, repay to the Government the amount of unliquidated
progress payments and (ii) title shall vest in the Contractor, on
full liquidation of progress payments, for all property for
which the Government elects not to require delivery under the
Default clause. The Government shall be liable for no pay-
ment except as provided by the Default clause.

(i) Reservations of rights. (1) No payment or vesting of
title under this clause shall—

(i) Excuse the Contractor from performance of obli-
gations under this contract; or

(ii) Constitute a waiver of any of the rights or reme-
dies of the parties under the contract.

(2) The Government’s rights and remedies under this
clause—

(i) Shall not be exclusive but rather shall be in addi-
tion to any other rights and remedies provided by law or this
contract; and

(ii) Shall not be affected by delayed, partial, or omit-
ted exercise of any right, remedy, power, or privilege, nor shall
such exercise or any single exercise preclude or impair any
further exercise under this clause or the exercise of any other
right, power, or privilege of the Government.

(j) Financing payments to subcontractors. The financing
payments to subcontractors mentioned in paragraphs (a)(1)
and (a)(2) of this clause shall be all financing payments to sub-
contractors or divisions, if the following conditions are met:

(1) The amounts included are limited to—
(i) The unliquidated remainder of financing pay-

ments made; plus
(ii) Any unpaid subcontractor requests for financing

payments.
(2) The subcontract or interdivisional order is expected

to involve a minimum of approximately 6 months between the
beginning of work and the first delivery; or, if the subcontrac-
tor is a small business concern, 4 months.

(3) If the financing payments are in the form of progress
payments, the terms of the subcontract or interdivisional order
concerning progress payments—

(i) Are substantially similar to the terms of this
clause for any subcontractor that is a large business concern,
or this clause with its Alternate I for any subcontractor that is
a small business concern;

(ii) Are at least as favorable to the Government as the
terms of this clause;

(iii) Are not more favorable to the subcontractor or
division than the terms of this clause are to the Contractor;

(iv) Are in conformance with the requirements of
FAR 32.504(e); and

(v) Subordinate all subcontractor rights concerning
property to which the Government has title under the subcon-
tract to the Government’s right to require delivery of the prop-
erty to the Government if—

(A) The Contractor defaults; or
(B) The subcontractor becomes bankrupt or

insolvent.
(4) If the financing payments are in the form of perfor-

mance-based payments, the terms of the subcontract or inter-
divisional order concerning payments—

(i) Are substantially similar to the Performance-
Based Payments clause at FAR 52.232-32 and meet the crite-
ria for, and definition of, performance-based payments in
FAR Part 32;

(ii) Are in conformance with the requirements of
FAR 32.504(f); and

(iii) Subordinate all subcontractor rights concerning
property to which the Government has title under the subcon-
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(1) The proposed contractual language describing the
contract financing (see FAR 32.202-2 for appropriate defini-
tions of types of payments); and

(2) A listing of the earliest date and greatest amount at
which each contract financing payment may be payable and
the amount of each delivery payment. Any resulting contract
shall provide that no contract financing payment shall be
made at any earlier date or in a greater amount than shown in
the offeror’s listing.

(e) The offeror’s proposed prices and financing terms shall
be evaluated to determine the cost to the United States of the
proposal using the interest rate and delivery schedule speci-
fied elsewhere in this solicitation.

(End of provision)

52.232-32 Performance-Based Payments.
As prescribed in 32.1005, insert the following clause:

PERFORMANCE-BASED PAYMENTS (AUG 2010)

(a) Amount of payments and limitations on payments. Sub-
ject to such other limitations and conditions as are specified
in this contract and this clause, the amount of payments and
limitations on payments shall be specified in the contract’s
description of the basis for payment.

(b) Contractor request for performance-based payment.
The Contractor may submit requests for payment of perfor-
mance-based payments not more frequently than monthly, in
a form and manner acceptable to the Contracting Officer.
Unless otherwise authorized by the Contracting Officer, all
performance-based payments in any period for which pay-
ment is being requested shall be included in a single request,
appropriately itemized and totaled. The Contractor’s request
shall contain the information and certification detailed in
paragraphs (l) and (m) of this clause.

(c) Approval and payment of requests.(1) The Contractor
shall not be entitled to payment of a request for performance-
based payment prior to successful accomplishment of the
event or performance criterion for which payment is
requested. The Contracting Officer shall determine whether
the event or performance criterion for which payment is
requested has been successfully accomplished in accordance
with the terms of the contract. The Contracting Officer may,
at any time, require the Contractor to substantiate the success-
ful performance of any event or performance criterion which
has been or is represented as being payable.

(2) A payment under this performance-based payment
clause is a contract financing payment under the Prompt Pay-
ment clause of this contract and not subject to the interest pen-
alty provisions of the Prompt Payment Act. The designated
payment office will pay approved requests on the _________
[Contracting Officer insert day as prescribed by agency head;
if not prescribed, insert “30th”] day after receipt of the

request for performance-based payment by the designated
payment office. However, the designated payment office is
not required to provide payment if the Contracting Officer
requires substantiation as provided in paragraph (c)(1) of this
clause, or inquires into the status of an event or performance
criterion, or into any of the conditions listed in paragraph (e)
of this clause, or into the Contractor certification. The pay-
ment period will not begin until the Contracting Officer
approves the request.

(3) The approval by the Contracting Officer of a request
for performance-based payment does not constitute an accep-
tance by the Government and does not excuse the Contractor
from performance of obligations under this contract.

(d) Liquidation of performance-based payments.(1) Per-
formance-based finance amounts paid prior to payment for
delivery of an item shall be liquidated by deducting a percent-
age or a designated dollar amount from the delivery payment.
If the performance-based finance payments are on a delivery
item basis, the liquidation amount for each such line item shall
be the percent of that delivery item price that was previously
paid under performance-based finance payments or the desig-
nated dollar amount. If the performance-based finance pay-
ments are on a whole contract basis, liquidation shall be by
either predesignated liquidation amounts or a liquidation
percentage.

(2) If at any time the amount of payments under this
contract exceeds any limitation in this contract, the Contractor
shall repay to the Government the excess. Unless otherwise
determined by the Contracting Officer, such excess shall be
credited as a reduction in the unliquidated performance-based
payment balance(s), after adjustment of invoice payments and
balances for any retroactive price adjustments.

(e) Reduction or suspension of performance-based pay-
ments. The Contracting Officer may reduce or suspend per-
formance-based payments, liquidate performance-based
payments by deduction from any payment under the contract,
or take a combination of these actions after finding upon sub-
stantial evidence any of the following conditions:

(1) The Contractor failed to comply with any material
requirement of this contract (which includes paragraphs (h)
and (i) of this clause).

(2) Performance of this contract is endangered by the
Contractor’s—

(i) Failure to make progress; or
(ii) Unsatisfactory financial condition.

(3) The Contractor is delinquent in payment of any sub-
contractor or supplier under this contract in the ordinary
course of business.

(f) Title.(1) Title to the property described in this
paragraph (f) shall vest in the Government. Vestiture shall be
immediately upon the date of the first performance-based pay-
ment under this contract, for property acquired or produced
before that date. Otherwise, vestiture shall occur when the
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property is or should have been allocable or properly charge-
able to this contract.

(2) “Property,” as used in this clause, includes all of the
following described items acquired or produced by the Con-
tractor that are or should be allocable or properly chargeable
to this contract under sound and generally accepted account-
ing principles and practices:

(i) Parts, materials, inventories, and work in process;
(ii) Special tooling and special test equipment to

which the Government is to acquire title;
(iii) Nondurable (i.e., noncapital) tools, jigs, dies,

fixtures, molds, patterns, taps, gauges, test equipment and
other similar manufacturing aids, title to which would not be
obtained as special tooling under paragraph (f)(2)(ii) of this
clause; and

(iv) Drawings and technical data, to the extent the
Contractor or subcontractors are required to deliver them to
the Government by other clauses of this contract.

(3) Although title to property is in the Government
under this clause, other applicable clauses of this contract
(e.g., the termination clauses) shall determine the handling
and disposition of the property.

(4) The Contractor may sell any scrap resulting from
production under this contract, without requesting the Con-
tracting Officer’s approval, provided that any significant
reduction in the value of the property to which the Govern-
ment has title under this clause is reported in writing to the
Contracting Officer.

(5) In order to acquire for its own use or dispose of prop-
erty to which title is vested in the Government under this
clause, the Contractor shall obtain the Contracting Officer’s
advance approval of the action and the terms. If approved, the
basis for payment (the events or performance criteria) to
which the property is related shall be deemed to be not in com-
pliance with the terms of the contract and not payable (if the
property is part of or needed for performance), and the Con-
tractor shall refund the related performance-based payments
in accordance with paragraph (d) of this clause.

(6) When the Contractor completes all of the obliga-
tions under this contract, including liquidation of all perfor-
mance-based payments, title shall vest in the Contractor for all
property (or the proceeds thereof) not—

(i) Delivered to, and accepted by, the Government
under this contract; or

(ii) Incorporated in supplies delivered to, and
accepted by, the Government under this contract and to which
title is vested in the Government under this clause.

(7) The terms of this contract concerning liability for
Government-furnished property shall not apply to property to
which the Government acquired title solely under this clause.

(g) Risk of loss. Before delivery to and acceptance by the
Government, the Contractor shall bear the risk of loss for
property, the title to which vests in the Government under this

clause, except to the extent the Government expressly
assumes the risk. If any property is lost, stolen, damaged, or
destroyed, the basis of payment (the events or performance
criteria) to which the property is related shall be deemed to be
not in compliance with the terms of the contract and not pay-
able (if the property is part of or needed for performance), and
the Contractor shall refund the related performance-based
payments in accordance with paragraph (d) of this clause.

(h) Records and controls. The Contractor shall maintain
records and controls adequate for administration of this
clause. The Contractor shall have no entitlement to perfor-
mance-based payments during any time the Contractor’s
records or controls are determined by the Contracting Officer
to be inadequate for administration of this clause.

(i) Reports and Government access. The Contractor shall
promptly furnish reports, certificates, financial statements,
and other pertinent information requested by the Contracting
Officer for the administration of this clause and to determine
that an event or other criterion prompting a financing payment
has been successfully accomplished. The Contractor shall
give the Government reasonable opportunity to examine and
verify the Contractor’s records and to examine and verify the
Contractor’s performance of this contract for administration
of this clause.

(j) Special terms regarding default. If this contract is ter-
minated under the Default clause, (1) the Contractor shall, on
demand, repay to the Government the amount of unliquidated
performance-based payments, and (2) title shall vest in the
Contractor, on full liquidation of all performance-based pay-
ments, for all property for which the Government elects not to
require delivery under the Default clause of this contract. The
Government shall be liable for no payment except as provided
by the Default clause.

(k) Reservation of rights.(1) No payment or vesting of title
under this clause shall—

(i) Excuse the Contractor from performance of obli-
gations under this contract; or

(ii) Constitute a waiver of any of the rights or reme-
dies of the parties under the contract.

(2) The Government’s rights and remedies under this
clause—

(i) Shall not be exclusive, but rather shall be in addi-
tion to any other rights and remedies provided by law or this
contract; and

(ii) Shall not be affected by delayed, partial, or omit-
ted exercise of any right, remedy, power, or privilege, nor shall
such exercise or any single exercise preclude or impair any
further exercise under this clause or the exercise of any other
right, power, or privilege of the Government.

(l) Content of Contractor’s request for performance-based
payment. The Contractor’s request for performance-based
payment shall contain the following:
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52.245-1 Government Property.
As prescribed in 45.107(a), insert the following clause:

GOVERNMENT PROPERTY (AUG 2010)
(a) Definitions. As used in this clause—
“Acquisition cost” means the cost to acquire a tangible

capital asset including the purchase price of the asset and costs
necessary to prepare the asset for use. Costs necessary to pre-
pare the asset for use include the cost of placing the asset in
location and bringing the asset to a condition necessary for
normal or expected use.

“Cannibalize” means to remove parts from Government
property for use or for installation on other Government prop-
erty.

“Contractor-acquired property” means property acquired,
fabricated, or otherwise provided by the Contractor for per-
forming a contract, and to which the Government has title.

“Contractor inventory” means—
(1) Any property acquired by and in the possession of a

Contractor or subcontractor under a contract for which title is
vested in the Government and which exceeds the amounts
needed to complete full performance under the entire contract;

(2) Any property that the Government is obligated or
has the option to take over under any type of contract, e.g., as
a result either of any changes in the specifications or plans
thereunder or of the termination of the contract (or subcontract
thereunder), before completion of the work, for the conve-
nience or at the option of the Government; and

(3) Government-furnished property that exceeds the
amounts needed to complete full performance under the entire
contract.

(4) “Contractor’s managerial personnel” means the
Contractor’s directors, officers, managers, superintendents, or
equivalent representatives who have supervision or direction
of—

(1) All or substantially all of the Contractor’s business;
(2) All or substantially all of the Contractor’s operation

at any one plant or separate location; or
(3) A separate and complete major industrial operation.

“Demilitarization” means rendering a product unusable
for, and not restorable to, the purpose for which it was
designed or is customarily used.

“Discrepancies incident to shipment” means any differ-
ences (e.g., count or condition) between the items docu-
mented to have been shipped and items actually received.

“Equipment” means a tangible item that is functionally
complete for its intended purpose, durable, nonexpendable,
and needed for the performance of a contract.  Equipment is
not intended for sale, and does not ordinarily lose its identity
or become a component part of another article when put into
use.  Equipment does not include material, real property, spe-
cial test equipment or special tooling.

“Government-furnished property” means property in the
possession of, or directly acquired by, the Government and

subsequently furnished to the Contractor for performance of
a contract. Government-furnished property includes, but is
not limited to, spares and property furnished for repair, main-
tenance, overhaul, or modification. Government-furnished
property also includes contractor-acquired property if the con-
tractor-acquired property is a deliverable under a cost contract
when accepted by the Government for continued use under the
contract.

“Government property” means all property owned or
leased by the Government. Government property includes
both Government-furnished and Contractor-acquired prop-
erty. Government property includes material, equipment, spe-
cial tooling, special test equipment, and real property.
Government property does not include intellectual property
and software.

“Material” means property that may be consumed or
expended during the performance of a contract, component
parts of a higher assembly, or items that lose their individual
identity through incorporation into an end item. Material does
not include equipment, special tooling, special test equipment
or real property.

“Nonseverable” means property that cannot be removed
after construction or installation without substantial loss of
value or damage to the installed property or to the premises
where installed.

“Precious metals” means silver, gold, platinum, palladium,
iridium, osmium, rhodium, and ruthenium.

“Property” means all tangible property, both real and per-
sonal.

“Property Administrator” means an authorized representa-
tive of the Contracting Officer appointed in accordance with
agency procedures, responsible for administering the contract
requirements and obligations relating to Government property
in the possession of a Contractor.

“Property records” means the records created and main-
tained by the contractor in support of its stewardship respon-
sibilities for the management of Government property.

“Provide” means to furnish, as in Government-furnished
property, or to acquire, as in contractor-acquired property.

“Real property” See Federal Management Regulation 102-
71.20 (41 CFR 102-71.20).

“Sensitive property” means property potentially dangerous
to the public safety or security if stolen, lost, or misplaced, or
that shall be subject to exceptional physical security, protec-
tion, control, and accountability. Examples include weapons,
ammunition, explosives, controlled substances, radioactive
materials, hazardous materials or wastes, or precious metals.

“Surplus property” means excess personal property not
required by any Federal agency as determined by the Admin-
istrator of the General Services Administration (GSA).

(b) Property management. (1) The Contractor shall have a
system to manage (control, use, preserve, protect, repair and
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maintain) Government property in its possession. The system
shall be adequate to satisfy the requirements of this clause. In
doing so, the Contractor shall initiate and maintain the pro-
cesses, systems, procedures, records, and methodologies nec-
essary for effective control of Government property,
consistent with voluntary consensus standards and/or indus-
try-leading practices and standards for Government property
management except where inconsistent with law or regula-
tion. During the period of performance, the Contractor shall
disclose any significant changes to their property manage-
ment system to the Property Administrator prior to implemen-
tation.

(2) The Contractor’s responsibility extends from the ini-
tial acquisition and receipt of property, through stewardship,
custody, and use until formally relieved of responsibility by
authorized means, including delivery, consumption, expend-
ing, sale (as surplus property), or other disposition, or via a
completed investigation, evaluation, and final determination
for lost, stolen, damaged, or destroyed property. This require-
ment applies to all Government property under the Contrac-
tor’s accountability, stewardship, possession or control,
including its vendors or subcontractors (see paragraph
(f)(1)(v) of this clause).

(3) The Contractor shall include the requirements of this
clause in all subcontracts under which Government property
is acquired or furnished for subcontract performance.

(c) Use of Government property. (1) The Contractor shall
use Government property, either furnished or acquired under
this contract, only for performing this contract, unless other-
wise provided for in this contract or approved by the Contract-
ing Officer.

(2) Modifications or alterations of Government prop-
erty are prohibited, unless they are—

(i) Reasonable and necessary due to the scope of
work under this contract or its terms and conditions; 

(ii) Required for normal maintenance; or 
(iii) Otherwise authorized by the Contracting

Officer.
(3) The Contractor shall not cannibalize Government

property unless otherwise provided for in this contract or
approved by the Contracting Officer.

(d) Government-furnished property. (1) The Government
shall deliver to the Contractor the Government-furnished
property described in this contract. The Government shall fur-
nish related data and information needed for the intended use
of the property. The warranties of suitability of use and timely
delivery of Government-furnished property do not apply to
property acquired or fabricated by the Contractor as contrac-
tor-acquired property and subsequently transferred to another
contract with this Contractor.

(2) The delivery and/or performance dates specified in
this contract are based upon the expectation that the Govern-
ment-furnished property will be suitable for contract perfor-

mance and will be delivered to the Contractor by the dates
stated in the contract.

(i) If the property is not delivered to the Contractor
by the dates stated in the contract, the Contracting Officer
shall, upon the Contractor’s timely written request, consider
an equitable adjustment to the contract.

(ii) In the event property is received by the Contrac-
tor, or for Government-furnished property after receipt and
installation, in a condition not suitable for its intended use, the
Contracting Officer shall, upon the Contractor’s timely writ-
ten request, advise the Contractor on a course of action to rem-
edy the problem. Such action may include repairing,
replacing, modifying, returning, or otherwise disposing of the
property at the Government’s expense. Upon completion of
the required action(s), the Contracting Officer shall consider
an equitable adjustment to the contract (see also paragraph
(f)(1)(ii)(A) of this clause).

(iii) The Government may, at its option, furnish
property in an “as-is” condition. The Contractor will be given
the opportunity to inspect such property prior to the property
being provided. In such cases, the Government makes no war-
ranty with respect to the serviceability and/or suitability of the
property for contract performance. Any repairs, replacement,
and/or refurbishment shall be at the Contractor’s expense.

(3)  (i) The Contracting Officer may by written notice,
at any time—

(A) Increase or decrease the amount of Govern-
ment-furnished property under this contract;

(B) Substitute other Government-furnished prop-
erty for the property previously furnished, to be furnished, or
to be acquired by the Contractor for the Government under
this contract; or

(C) Withdraw authority to use property.
(ii) Upon completion of any action(s) under para-

graph (d)(3)(i) of this clause, and the Contractor’s timely writ-
ten request, the Contracting Officer shall consider an
equitable adjustment to the contract.

(e) Title to Government property. (1) The Government
shall retain title to all Government-furnished property. Title to
Government property shall not be affected by its incorpora-
tion into or attachment to any property not owned by the Gov-
ernment, nor shall Government property become a fixture or
lose its identity as personal property by being attached to any
real property.

(2) Fixed-price contracts. (i) All Government-fur-
nished property and all property acquired by the Contractor,
title to which vests in the Government under this paragraph
(collectively referred to as “Government property”), are sub-
ject to the provisions of this clause.

(ii) Title vests in the Government for all property
acquired or fabricated by the Contractor in accordance with
the financing provisions or other specific requirements for
passage of title in the contract. Under fixed price type con-
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tracts, in the absence of financing provisions or other specific
requirements for passage of title in the contract, the Contrac-
tor retains title to all property acquired by the Contractor for
use on the contract, except for property identified as a deliv-
erable end item.  If a deliverable item is to be retained by the
Contractor for use after inspection and acceptance by the Gov-
ernment, it shall be made accountable to the contract through
a contract modification listing the item as Government-fur-
nished property.

(iii) If this contract contains a provision directing the
Contractor to purchase property for which the Government
will reimburse the Contractor as a direct item of cost under
this contract—

(A) Title to property purchased from a vendor
shall pass to and vest in the Government upon the vendor’s
delivery of such property; and

(B) Title to all other property shall pass to and vest
in the Government upon—

(1) Issuance of the property for use in contract
performance;

(2) Commencement of processing of the prop-
erty or its use in contract performance; or

(3) Reimbursement of the cost of the property
by the Government, whichever occurs first.

(3) Title under Cost-Reimbursement or Time-and-Mate-
rial Contracts or Cost-Reimbursable contract line items
under Fixed-Price contracts. (i) Title to all property pur-
chased by the Contractor for which the Contractor is entitled
to be reimbursed as a direct item of cost under this contract
shall pass to and vest in the Government upon the vendor’s
delivery of such property.

(ii) Title to all other property, the cost of which is
reimbursable to the Contractor, shall pass to and vest in the
Government upon—

(A) Issuance of the property for use in contract
performance;

(B) Commencement of processing of the property
for use in contract performance; or

(C) Reimbursement of the cost of the property by
the Government, whichever occurs first.

(iii) All Government-furnished property and all
property acquired by the Contractor, title to which vests in the
Government under this paragraph (e)(3)(iii) (collectively
referred to as “Government property”), are subject to the pro-
visions of this clause.

(f) Contractor plans and systems. (1) Contractors shall
establish and implement property management plans, sys-
tems, and procedures at the contract, program, site or entity
level to enable the following outcomes:

(i) Acquisition of Property. The Contractor shall doc-
ument that all property was acquired consistent with its engi-
neering, production planning, and property control
operations.

(ii) Receipt of Government Property. The Contractor
shall receive Government property (document the receipt),
record the information necessary to meet the record require-
ments of paragraph (f)(1)(iii)(A)(1) through (5) of this clause,
identify as Government owned in a manner appropriate to the
type of property (e.g., stamp, tag, mark, or other identifica-
tion), and manage any discrepancies incident to shipment.

(A) Government-furnished property. The Con-
tractor shall furnish a written statement to the Property
Administrator containing all relevant facts, such as cause or
condition and a recommended course(s) of action, if overages,
shortages, or damages and/or other discrepancies are discov-
ered upon receipt of Government-furnished property.

(B) Contractor-acquired property. The Contrac-
tor shall take all actions necessary to adjust for overages,
shortages, damage and/or other discrepancies discovered
upon receipt, in shipment of Contractor-acquired property
from a vendor or supplier, so as to ensure the proper alloca-
bility and allowability of associated costs.

(iii) Records of Government property. The Contrac-
tor shall create and maintain records of all Government prop-
erty accountable to the contract, including Government-
furnished and Contractor-acquired property.

(A) Property records shall enable a complete, cur-
rent, auditable record of all transactions and shall, unless oth-
erwise approved by the Property Administrator, contain the
following:

(1) The name, part number and description,
manufacturer, model number, and National Stock Number (if
needed for additional item identification tracking and/or dis-
position).

(2) Quantity received (or fabricated), issued,
and balance-on-hand.

(3) Unit acquisition cost.
(4) Unique-item identifier or equivalent (if

available and necessary for individual item tracking).
(5) Unit of measure.
(6) Accountable contract number or equiva-

lent code designation.
(7) Location.
(8) Disposition.
(9) Posting reference and date of transaction.
(10) Date placed in service.

(B) Use of a Receipt and Issue System for Gov-
ernment Material. When approved by the Property Adminis-
trator, the Contractor may maintain, in lieu of formal property
records, a file of appropriately cross-referenced documents
evidencing receipt, issue, and use of material that is issued for
immediate consumption.

(iv) Physical inventory. The Contractor shall period-
ically perform, record, and disclose physical inventory
results. A final physical inventory shall be performed upon
contract completion or termination. The Property Administra-
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tor may waive this final inventory requirement, depending on
the circumstances (e.g., overall reliability of the Contractor’s
system or the property is to be transferred to a follow-on con-
tract).

(v) Subcontractor control. (A) The Contractor shall
award subcontracts that clearly identify assets to be provided
and shall ensure appropriate flow down of contract terms and
conditions (e.g., extent of liability for loss, theft, damage or
destruction of Government property).

(B) The Contractor shall assure its subcontracts
are properly administered and reviews are periodically per-
formed to determine the adequacy of the subcontractor’s
property management system.

(vi) Reports. The Contractor shall have a process to
create and provide reports of discrepancies; loss, theft, dam-
age or destruction; physical inventory results; audits and self-
assessments; corrective actions; and other property related
reports as directed by the Contracting Officer.

(A) Loss, theft, damage or destruction.  Unless
otherwise directed by the Property Administrator, the Con-
tractor shall investigate and promptly furnish a written narra-
tive of all incidents of loss, theft, damage or destruction to the
property administrator as soon as the facts become known or
when requested by the Government.

(B) Such reports shall, at a minimum, contain the
following information:

(1) Date of incident (if known).
(2) The name, commercial description, manu-

facturer, model number, and National Stock Number (if appli-
cable).

(3) Quantity.
(4) Unique-item Identifier (if available).
(5) Accountable Contract number.
(6) A statement indicating current or future

need.
(7) Acquisition cost, or if applicable, esti-

mated scrap proceeds, estimated repair or replacement costs.
(8) All known interests in commingled prop-

erty of which the Government property is a part.
(9) Cause and corrective action taken or to be

taken to prevent recurrence.
(10) A statement that the Government will

receive any reimbursement covering the loss, theft, damage or
destruction in the event the Contractor was or will be reim-
bursed or compensated.

(11) Copies of all supporting documentation.
(12) Last known location.
(13) A statement that the property did or did

not contain sensitive or hazardous material, and if so, that the
appropriate agencies were notified.

(vii) Relief of stewardship responsibility. Unless the
contract provides otherwise, the Contractor shall be relieved

of stewardship responsibility for Government property when
such property is—

(A) Consumed or expended, reasonably and prop-
erly, or otherwise accounted for, in the performance of the
contract, including reasonable inventory adjustments of mate-
rial as determined by the Property Administrator; or a Prop-
erty Administrator granted relief of responsibility for loss,
theft, damage or destruction of Government property;

(B) Delivered or shipped from the Contractor’s
plant, under Government instructions, except when shipment
is to a subcontractor or other location of the Contractor; or

(C) Disposed of in accordance with paragraphs (j)
and (k) of this clause.

(viii) Utilizing Government property. (A) The Con-
tractor shall utilize, consume, move, and store Government
Property only as authorized under this contract. The Contrac-
tor shall promptly disclose and report Government property in
its possession that is excess to contract performance.

(B) Unless otherwise authorized in this contract
or by the Property Administrator the Contractor shall not com-
mingle Government material with material not owned by the
Government.

(ix) Maintenance. The Contractor shall properly
maintain Government property. The Contractor’s mainte-
nance program shall enable the identification, disclosure, and
performance of normal and routine preventative maintenance
and repair. The Contractor shall disclose and report to the
Property Administrator the need for replacement and/or cap-
ital rehabilitation.

(x) Property closeout. The Contractor shall promptly
perform and report to the Property Administrator contract
property closeout, to include reporting, investigating and
securing closure of all loss, theft, damage or destruction cases;
physically inventorying all property upon termination or com-
pletion of this contract; and disposing of items at the time they
are determined to be excess to contractual needs.

(2) The Contractor shall establish and maintain Govern-
ment accounting source data, as may be required by this con-
tract, particularly in the areas of recognition of acquisitions
and dispositions of material and equipment.

(3) The Contractor shall establish and maintain proce-
dures necessary to assess its property management system
effectiveness, and shall perform periodic internal reviews and
audits. Significant findings and/or results of such reviews and
audits pertaining to Government property shall be made avail-
able to the Property Administrator.

(g) Systems analysis. (1) The Government shall have
access to the Contractor’s premises and all Government prop-
erty, at reasonable times, for the purposes of reviewing,
inspecting and evaluating the Contractor’s property manage-
ment plan(s), systems, procedures, records, and supporting
documentation that pertains to Government property.  This
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access includes all site locations and, with the Contractor’s
consent, all subcontractor premises.

(2) Records of Government property shall be readily
available to authorized Government personnel and shall be
appropriately safeguarded.

(3) Should it be determined by the Government that the
Contractor’s (or subcontractor’s) property management prac-
tices are inadequate or not acceptable for the effective man-
agement and control of Government property under this
contract, or present an undue risk to the Government, the Con-
tractor shall prepare a corrective action plan when requested
by the Property Administer and take all necessary corrective
actions as specified by the schedule within the corrective
action plan.

(4) The Contractor shall ensure Government access to
subcontractor premises, and all Government property located
at subcontractor premises, for the purposes of reviewing,
inspecting and evaluating the subcontractor’s property man-
agement plan, systems, procedures, records, and supporting
documentation that pertains to Government property.

(h) Contractor Liability for Government Property.
(1) Unless otherwise provided for in the contract, the Contrac-
tor shall not be liable for loss, theft, damage or destruction to
the Government property furnished or acquired under this
contract, except when any one of the following applies—

(i) The risk is covered by insurance or the Contractor
is otherwise reimbursed (to the extent of such insurance or
reimbursement). The allowability of insurance costs shall be
determined in accordance with 31.205-19.

(ii) The loss, theft, damage or destruction is the result
of willful misconduct or lack of good faith on the part of the
Contractor’s managerial personnel.

(iii) The Contracting Officer has, in writing, revoked
the Government’s assumption of risk for loss, theft, damage
or destruction, due to a determination under paragraph (g) of
this clause that the Contractor’s property management prac-
tices are inadequate, and/or present an undue risk to the Gov-
ernment, and the Contractor failed to take timely corrective
action. If the Contractor can establish by clear and convincing
evidence that the loss, theft, damage or destruction of Gov-
ernment property occurred while the Contractor had adequate
property management practices or the loss, theft, damage or
destruction of Government property did not result from the
Contractor’s failure to maintain adequate property manage-
ment practices, the Contractor shall not be held liable.

(2) The Contractor shall take all reasonable actions nec-
essary to protect the Government property from further loss,
theft, damage or destruction. The Contractor shall separate the
damaged and undamaged Government property, place all the
affected Government property in the best possible order, and
take such other action as the Property Administrator directs.

(3) The Contractor shall do nothing to prejudice the
Government’s rights to recover against third parties for any
loss, theft, damage or destruction of Government property.

(4) Upon the request of the Contracting Officer, the
Contractor shall, at the Government’s expense, furnish to the
Government all reasonable assistance and cooperation,
including the prosecution of suit and the execution of instru-
ments of assignment in favor of the Government in obtaining
recovery.

(i) Equitable adjustment. Equitable adjustments under this
clause shall be made in accordance with the procedures of the
Changes clause. However, the Government shall not be liable
for breach of contract for the following:

(1) Any delay in delivery of Government-furnished
property.

(2) Delivery of Government-furnished property in a
condition not suitable for its intended use.

(3) An increase, decrease, or substitution of Govern-
ment-furnished property.

(4) Failure to repair or replace Government property for
which the Government is responsible.

(j) Contractor inventory disposal. Except as otherwise pro-
vided for in this contract, the Contractor shall not dispose of
Contractor inventory until authorized to do so by the Plant
Clearance Officer.

(1) Scrap to which the Government has obtained title
under paragraph (e) of this clause. (i) Contractor with an
approved scrap procedure. (A) The Contractor may dispose
of scrap resulting from production or testing under this con-
tract without Government approval. However, if the scrap
requires demilitarization or is sensitive property, the Contrac-
tor shall submit the scrap on an inventory disposal schedule.

(B) For scrap from other than production or test-
ing the Contractor may prepare scrap lists in lieu of inventory
disposal schedules (provided such lists are consistent with the
approved scrap procedures).

(C) Inventory disposal schedules shall be submit-
ted for all aircraft regardless of condition, flight safety critical
aircraft parts, and scrap that—

(1) Requires demilitarization;
(2) Is a classified item;
(3) Is generated from classified items;
(4) Contains hazardous materials or hazardous

wastes;
(5) Contains precious metals that are econom-

ically beneficial to recover; or
(6) Is dangerous to the public health, safety, or

welfare.
(ii) Contractor without an approved scrap proce-

dure. The Contractor shall submit an inventory disposal
schedule for all scrap. The Contractor may not dispose of
scrap resulting from production or testing under this contract
without Government approval.
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(2) Predisposal requirements. (i) Once the Contractor
determines that Contractor-acquired property is no longer
needed for contract performance, the Contractor in the follow-
ing order of priority—

(A) May contact the Contracting Officer if use of
the property in the performance of other Government con-
tracts is practical;

(B) May purchase the property at the acquisition
cost; or

(C) Shall make reasonable efforts to return
unused property to the appropriate supplier at fair market
value (less, if applicable, a reasonable restocking fee that is
consistent with the supplier’s customary practices).

(ii) The Contractor shall list, on Standard
Form 1428, Inventory Disposal Schedule, property that was
not used in the performance of other Government contracts
under paragraph (j)(2)(i)(A) of this clause, property that was
not purchased under paragraph (j)(2)(i)(B) of this clause, and
property that could not be returned to a supplier under para-
graph (j)(2)(i)(C) of ths clause.

(3) Inventory disposal schedules. (i) The Contractor
shall use Standard Form 1428, Inventory Disposal Schedule,
to identify—

(A) Government-furnished property that is no
longer required for performance of this contract, provided the
terms of another Government contract do not require the Gov-
ernment to furnish that property for performance of this con-
tract;

(B) Contractor-acquired property, to which the
Government has obtained title under paragraph (e) of this
clause, which is no longer required for performance of that
contract; and

(C) Termination inventory.
(ii) The Contractor may annotate inventory disposal

schedules to identify property the Contractor wishes to pur-
chase from the Government.

(iii) Unless the Plant Clearance Officer has agreed
otherwise, or the contract requires electronic submission of
inventory disposal schedules, the Contractor shall prepare
separate inventory disposal schedules for—

(A) Special test equipment with commercial com-
ponents;

(B) Special test equipment without commercial
components;

(C) Printing equipment;
(D) Information technology (e.g., computers,

computer components, peripheral equipment, and related
equipment);

(E) Precious metals in raw or bulk form;
(F) Nonnuclear hazardous materials or hazardous

wastes; or
(G) Nuclear materials or nuclear wastes.

(iv) The Contractor shall provide the information
required by FAR 52.245-1(f)(1)(iii) along with the following:

(A) Any additional information that may facili-
tate understanding of the property’s intended use.

(B) For work-in-progress, the estimated percent-
age of completion.

(C) For precious metals, the type of metal and
estimated weight.

(D) For hazardous material or property contami-
nated with hazardous material, the type of hazardous material.

(E) For metals in mill product form, the form,
shape, treatment, hardness, temper, specification (commercial
or Government) and dimensions (thickness, width and
length).

(v) Property with the same description, condition
code, and reporting location may be grouped in a single line
item.

(vi) Scrap should be reported by “lot” along with
metal content, estimated weight and estimated value.

(4) Submission requirements. The Contractor shall sub-
mit inventory disposal schedules to the Plant Clearance
Officer no later than—

(i) 30-days following the Contractor’s determination
that a Government property item is no longer required for per-
formance of this contract;

(ii) 60 days, or such longer period as may be
approved by the Plant Clearance Officer, following comple-
tion of contract deliveries or performance; or

(iii) 120 days, or such longer period as may be
approved by the Termination Contracting Officer following
contract termination in whole or in part.

(5) Corrections. The Plant Clearance Officer may—
(i) Reject a schedule for cause (e.g., contains errors,

determined to be inaccurate); and
(ii) Require the Contractor to correct an inventory

disposal schedule.
(6) Postsubmission adjustments. The Contractor shall

notify the Plant Clearance Officer at least 10 working days in
advance of its intent to remove an item from an approved
inventory disposal schedule. Upon approval of the Plant
Clearance Officer, or upon expiration of the notice period, the
Contractor may make the necessary adjustments to the inven-
tory schedule.

(7) Storage. (i) The Contractor shall store the property
identified on an inventory disposal schedule pending receipt
of disposal instructions. The Government’s failure to furnish
disposal instructions within 120 days following acceptance of
an inventory disposal schedule may entitle the Contractor to
an equitable adjustment for costs incurred to store such prop-
erty on or after the 121st day.

(ii) The Contractor shall obtain the Plant Clearance
Officer’s approval to remove Government property from the
premises where the property is currently located prior to
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receipt of final disposition instructions. If approval is granted,
any costs incurred by the Contractor to transport or store the
property shall not increase the price or fee of any Government
contract. The storage area shall be appropriate for assuring the
property’s physical safety and suitability for use. Approval
does not relieve the Contractor of any liability for such prop-
erty under this contract.

(8) Disposition instructions. (i) If the Government does
not furnish disposition instructions to the Contractor within 45
days following acceptance of a scrap list, the Contractor may
dispose of the listed scrap in accordance with the Contractor’s
approved scrap procedures.

(ii) The Contractor shall prepare for shipment,
deliver f.o.b. origin, or dispose of Contractor inventory as
directed by the Plant Clearance Officer. Unless otherwise
directed by the Contracting Officer or by the Plant Clearance
Officer, the Contractor shall remove and destroy any mark-
ings identifying the property as U.S. Government-owned
property prior to its disposal.

(iii) The Contracting Officer may require the Con-
tractor to demilitarize the property prior to shipment or dis-
posal. In such cases, the Contractor may be entitled to an
equitable adjustment under paragraph (i) of this clause.

(9) Disposal proceeds. As directed by the Contracting
Officer, the Contractor shall credit the net proceeds from the
disposal of Contractor inventory to the contract, or to the Trea-
sury of the United States as miscellaneous receipts.

(10) Subcontractor inventory disposal schedules. The
Contractor shall require its Subcontractors to submit inven-
tory disposal schedules to the Contractor in accordance with
the requirements of paragraph (j)(4) of this clause.

(k) Abandonment of Government property. (1) The Gov-
ernment shall not abandon sensitive Government property or
termination inventory without the Contractor’s written con-
sent.

(2) The Government, upon notice to the Contractor,
may abandon any nonsensitive Government property in place,
at which time all obligations of the Government regarding
such property shall cease.

(3) The Government has no obligation to restore or
rehabilitate the Contractor’s premises under any circum-
stances; however, if Government-furnished property is with-
drawn or is unsuitable for the intended use, or if other
Government property is substituted, then the equitable adjust-
ment under paragraph (i) of this clause may properly include
restoration or rehabilitation costs.

(l) Communication. All communications under this clause
shall be in writing.

(m) Contracts outside the United States. If this contract is
to be performed outside of the United States and its outlying
areas, the words “Government” and “Government-furnished”
(wherever they appear in this clause) shall be construed as

“United States Government” and “United States Government-
furnished,” respectively.

(End of clause)

Alternate I (Aug 2010). As prescribed in 45.107(a)(2), sub-
stitute the following for paragraph (h)(1) of the basic clause:

(h)(1) The Contractor assumes the risk of, and shall be
responsible for, any loss, theft, damage or destruction of Gov-
ernment property upon its delivery to the Contractor as Govern-
ment-furnished property. However, the Contractor is not
responsible for reasonable wear and tear to Government prop-
erty or for Government property properly consumed in perform-
ing this contract.

Alternate II (June 2007). As prescribed in 45.107(a)(3),
substitute the following for paragraph (e)(3) of the basic
clause:

(e)(3) Title to property (and other tangible personal prop-
erty) purchased with funds available for research and having an
acquisition cost of less than $5,000 shall vest in the Contractor
upon acquisition or as soon thereafter as feasible; provided that
the Contractor obtained the Contracting Officer’s approval
before each acquisition. Title to property purchased with funds
available for research and having an acquisition cost of $5,000
or more shall vest as set forth in this contract. If title to property
vests in the Contractor under this paragraph, the Contractor
agrees that no costs shall be allowed for any depreciation, amor-
tization, or use under any existing or future Government con-
tract or subcontract thereunder. The Contractor shall furnish the
Contracting Officer a list of all property to which title is vested
in the Contractor under this paragraph within 10 days following
the end of the calendar quarter during which it was received.
Vesting title under this paragraph is subject to civil rights legis-
lation, 42 U.S.C. 2000d. Before title is vested and by signing
this contract, the Contractor accepts and agrees that—

“No person in the United States or its outlying areas shall,
on the ground of race, color, or national origin, be excluded
from participation in, be denied the benefits of, or be otherwise
subjected to discrimination under this contemplated financial
assistance (title to property).”

52.245-2 Government Property Installation Operation 
Services.
As prescribed in 45.107(b), insert the following clause:

GOVERNMENT PROPERTY INSTALLATION OPERATION 
SERVICES (AUG 2010)

(a) This Government Property listed in paragraph (e) of
this clause is furnished to the Contractor in an “as-is, where
is” condition. The Government makes no warranty regarding
the suitability for use of the Government property specified in
this contract. The Contractor shall be afforded the opportunity
to inspect the Government property as specified in the solici-
tation.
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(b) The Government bears no responsibility for repair or
replacement of any lost, stolen, damaged or destroyed Gov-
ernment property. If any or all of the Government property is
lost, stolen, damaged or destroyed or becomes no longer
usable, the Contractor shall be responsible for replacement of
the property at Contractor expense. The Contractor shall have
title to all replacement property and shall continue to be
responsible for contract performance.

(c) Unless the Contracting Officer determines otherwise,
the Government abandons all rights and title to unserviceable
and scrap property resulting from contract performance. Upon
notification to the Contracting Officer, the Contractor shall
remove such property from the Government premises and dis-
pose of it at Contractor expense.

(d) Except as provided in this clause, Government property
furnished under this contract shall be governed by the Gov-
ernment Property clause of this contract.

(e) Government property provided under this clause:

__________________________________________
__________________________________________
__________________________________________

(End of clause)

52.245-3 [Reserved]

52.245-4 [Reserved]

52.245-5 [Reserved]

52.245-6 [Reserved]

52.245-7 [Reserved]

52.245-8 [Reserved]

52.245-9 Use and Charges.
As prescribed in 45.107(c), insert the following clause:

USE AND CHARGES (AUG 2010)

(a) Definitions. Definitions applicable to this contract are
provided in the clause at 52.245-1, Government Property.
Additional definitions as used in this clause include:

“Rental period” means the calendar period during which
Government property is made available for nongovernmental
purposes.

“Rental time” means the number of hours, to the nearest
whole hour, rented property is actually used for nongovern-
mental purposes. It includes time to set up the property for
such purposes, perform required maintenance, and restore the
property to its condition prior to rental (less normal wear and
tear).

(b) Use of Government property. The Contractor may use
the Government property without charge in the performance
of—

(1) Contracts with the Government that specifically
authorize such use without charge;

(2) Subcontracts of any tier under Government prime
contracts if the Contracting Officer having cognizance of the
prime contract—

(i) Approves a subcontract specifically authorizing
such use; or

(ii) Otherwise authorizes such use in writing; and
(3) Other work, if the Contracting Officer specifically

authorizes in writing use without charge for such work.
(c) Rental. If granted written permission by the Contracting

Officer, or if it is specifically provided for in the Schedule, the
Contractor may use the Government property (except mate-
rial) for a rental fee for work other than that provided in para-
graph (b) of this clause. Authorizing such use of the
Government property does not waive any rights of the Gov-
ernment to terminate the Contractor’s right to use the Govern-
ment property. The rental fee shall be determined in
accordance with the following paragraphs.

(d) General. (1) Rental requests shall be submitted to the
Administrative Contracting Officer (ACO), identify the prop-
erty for which rental is requested, propose a rental period, and
compute an estimated rental charge by using the Contractor’s
best estimate of rental time in the formulae described in para-
graph (e) of this clause.

(2) The Contractor shall not use Government property
for nongovernmental purposes, including Independent
Research and Development, until a rental charge for real prop-
erty, or estimated rental charge for other property, is agreed
upon. Rented property shall be used only on a non-interfer-
ence basis.

(e) Rental charge.— (1) Real property and associated fix-
tures. (i) The Contractor shall obtain, at its expense, a prop-
erty appraisal from an independent licensed, accredited, or
certified appraiser that computes a monthly, daily, or hourly
rental rate for comparable commercial property. The appraisal
may be used to compute rentals under this clause throughout
its effective period or, if an effective period is not stated in the
appraisal, for one year following the date the appraisal was
performed. The Contractor shall submit the appraisal to the
ACO at least 30 days prior to the date the property is needed
for nongovernmental use. Except as provided in paragraph
(e)(1)(iii) of this clause, the ACO shall use the appraisal rental
rate to determine a reasonable rental charge.

(ii) Rental charges shall be determined by multiply-
ing the rental time by the appraisal rental rate expressed as a
rate per hour. Monthly or daily appraisal rental rates shall be
divided by 720 or 24, respectively, to determine an hourly
rental rate.
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(iii) When the ACO believes the appraisal rental rate
is unreasonable, the ACO shall promptly notify the Contrac-
tor. The parties may agree on an alternative means for com-
puting a reasonable rental charge.

(iv) The Contractor shall obtain, at its expense, addi-
tional property appraisals in the same manner as provided in
paragraph (e)(1)(i) if the effective period has expired and the
Contractor desires the continued use of property for nongov-
ernmental use. The Contractor may obtain additional apprais-
als within the effective period of the current appraisal if the
market prices decrease substantially.

(2) Other Government property. The Contractor may
elect to compute the rental charge using the appraisal method
described in paragraph (e)(1) of this clause subject to the con-
straints therein or the following formula in which rental time
shall be expressed in increments of not less than one hour with
portions of hours rounded to the next higher hour: The rental
charge is calculated by multiplying 2 percent of the acquisi-
tion cost by the hours of rental time, and dividing by 720.

(3) Alternative methodology. The Contractor may
request consideration of an alternative basis for computing the
rental charge if it considers the monthly rental rate or a time-
based rental unreasonable or impractical.

(f) Rental payments. (1) Rent is due 60 days following
completion of the rental period or as otherwise specified in the
contract. The Contractor shall compute the rental due, and fur-
nish records or other supporting data in sufficient detail to per-

mit the ACO to verify the rental time and computation.
Payment shall be made by check payable to the Treasurer of
the United States and sent to the contract administration office
identified in this contract, unless otherwise specified by the
Contracting Officer.

(2) Interest will be charged if payment is not made by
the date specified in paragraph (f)(1) of this clause. Interest
will accrue at the “Renegotiation Board Interest Rate”
(published in the Federal Register semiannually on or about
January 1st and July 1st) for the period in which the rent is due.

(3) The Government’s acceptance of any rental pay-
ment under this clause, in whole or in part, shall not be con-
strued as a waiver or relinquishment of any rights it may have
against the Contractor stemming from the Contractor’s unau-
thorized use of Government property or any other failure to
perform this contract according to its terms.

(g) Use revocation. At any time during the rental period,
the Government may revoke nongovernmental use authoriza-
tion and require the Contractor, at the Contractor’s expense,
to return the property to the Government, restore the property
to its pre-rental condition (less normal wear and tear), or both.

(h) Unauthorized use. The unauthorized use of Govern-
ment property can subject a person to fines, imprisonment, or
both, under 18 U.S.C. 641.

(End of clause)
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ther delineated in 6 CFR 25.4, that a particular Anti-Terrorism
Technology constitutes a QATT under the SAFETY Act. 

(b) The Support Anti-terrorism by Fostering Effective
Technologies Act of 2002 (SAFETY Act), 6 U.S.C. 441-444,
creates certain liability limitations for claims arising out of,
relating to, or resulting from an act of terrorism where QATTs
have been deployed. It also confers other important benefits.
SAFETY Act designation and SAFETY Act certification are
designed to support effective technologies aimed at prevent-
ing, detecting, identifying, or deterring acts of terrorism, or
limiting the harm that such acts might otherwise cause, and
which also meet other prescribed criteria.

(c)(1) DHS has issued a SAFETY Act pre-qualification
designation notice for the technology to be acquired under this
solicitation.

(2) This notice is attached to this solicitation and con-
tains essential information, including—

(i) A detailed description of and specification for the
technology covered by the notice;

(ii) A statement that the technology described and
specified in the notice satisfies the technical criteria to be
deemed a QATT and the offeror’s proposed technology either
may presumptively or will qualify for the issuance of a desig-
nation provided the offeror complies with terms and condi-
tions in the notice and its application is approved;

(iii) The period of time within which DHS will take
action upon submission of a SAFETY Act application submit-
ted pursuant to the notice;

(iv) A listing of those portions of the application that
must be completed and submitted by selected awardees and
the time periods for such submissions; 

(v) The date of expiration of the notice; and 
(vi) Any other terms and conditions concerning the

notice.
(3) Offerors should read this notice carefully to make

sure they comply with the terms of the notice if they plan on
taking advantage of SAFETY Act coverage for their technol-
ogies.

(d) All determinations by DHS are based on factors set
forth in the SAFETY Act and its implementing regulations.  A
determination by DHS to issue a SAFETY Act designation, or
not to issue a SAFETY Act designation for a particular Tech-
nology as a QATT is not a determination that the Technology
meets, or fails to meet, the requirements of any solicitation
issued by any Federal, State, local or tribal governments.
Determinations by DHS with respect to whether to issue a
SAFETY Act designation for Technologies submitted for
DHS review are based on the factors identified in 6 CFR
25.4(b). 

(e) Neither SAFETY Act designation nor certification is in
any way a requirement of this action.  Whether to seek the ben-
efits of the SAFETY Act for a proposed product or service is
entirely up to the offeror.  Additional information about the

SAFETY Act may be found at the SAFETY Act website at
http://www.SAFETYAct.gov.  

(f) Proposals in which pricing or any other terms or condi-
tions are offered contingent upon SAFETY Act designation or
certification of the proposed product(s) or service(s) will not
be considered for award.

(End of provision)

Alternate I (Feb 2009). As prescribed in 50.206(c)(2), sub-
stitute the following paragraph (f):

(f)(1)  Offerors are authorized to submit proposals made
contingent upon SAFETY Act designation before award.  When
an offer is made contingent upon SAFETY Act designation, the
offeror also may submit an alternate offer without the contin-
gency.

(2) If an offer is submitted contingent upon receipt of
SAFETY Act designation prior to contract award, then the Gov-
ernment may not award a contract based on such offer unless the
offeror demonstrates prior to award that DHS has issued a
SAFETY Act designation for the offeror’s technology.

(3) The Government reserves the right to award the con-
tract based on a noncontingent offer, prior to DHS resolution of
the offeror’s application for SAFETY Act designation. 
Alternate II (Feb 2009). As prescribed in 50.206(c)(3),

substitute the following paragraph (f):

(f)(1)  Offerors are authorized to submit proposals presum-
ing SAFETY Act designation before or after award.

(2)  An offeror is eligible for award only if the offeror—
(i)  Files a SAFETY Act designation application, lim-

ited to the scope of the applicable prequalification designation
notice, within 15 days after submission of the proposal;

(ii)  Pursues its SAFETY Act designation application
in good faith; and

(iii)  Agrees to obtain the amount of insurance DHS
requires for issuing the offeror’s SAFETY Act designation.

(3)  If DHS has not issued a SAFETY Act designation
to the successful offeror before contract award, the contracting
officer will include the clause at 52.250-5 in the resulting con-
tract.  

52.250-5 SAFETY Act—Equitable Adjustment.
As prescribed in 50.206(d), insert the following clause:

SAFETY ACT—EQUITABLE ADJUSTMENT (FEB 2009)

(a) Definitions. As used in this clause—
“Act of terrorism” means any act determined to have met

the following requirements or such other requirements as
defined and specified by the Secretary of Homeland Security:

(1) Is unlawful.
(2) Causes harm, including financial harm, to a person,

property, or entity, in the United States, or in the case of a
domestic United States air carrier or a United States-flag ves-
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sel (or a vessel based principally in the United States on which
United States income tax is paid and whose insurance cover-
age is subject to regulation in the United States), in or outside
the United States.

(3) Uses or attempts to use instrumentalities, weapons
or other methods designed or intended to cause mass destruc-
tion, injury or other loss to citizens or institutions of the
United States.

“Block certification” means SAFETY Act certification of
a technology class that the Department of Homeland Security
(DHS) has determined to be an approved class of approved
products for homeland security.

“Block designation” means SAFETY Act designation of a
technology class that the DHS has determined to be a Quali-
fied Anti-Terrorism Technology (QATT).

“Qualified Anti-Terrorism Technology (QATT)” means
any technology designed, developed, modified, procured, or
sold for the purpose of preventing, detecting, identifying, or
deterring acts of terrorism or limiting the harm such acts might
otherwise cause, for which a SAFETY Act designation has
been issued. For purposes of defining a QATT, technology
means any product, equipment, service (including support
services), device, or technology (including information tech-
nology) or any combination of the foregoing. Design services,
consulting services, engineering services, software develop-
ment services, software integration services, threat assess-
ments, vulnerability studies, and other analyses relevant to
homeland security may be deemed a technology.

“SAFETY Act certification” means a determination by
DHS pursuant to 6 U.S.C. 442(d), as further delineated in 6
CFR 25.9, that a QATT for which a SAFETY Act designation
has been issued is an approved product for homeland security,
i.e., it will perform as intended, conforms to the seller's spec-
ifications, and is safe for use as intended. 

“SAFETY Act designation” means a determination by
DHS pursuant to 6 U.S.C. 441(b) and 6 U.S.C. 443(a) , as fur-
ther delineated in 6 CFR 25.4, that a particular Anti-Terrorism
Technology constitutes a QATT under the SAFETY Act.

(b) Prices for the items covered by the pre-qualification
designation notice, block designation, or block certification in
the contract were established presuming DHS will issue a
SAFETY Act designation (or SAFETY Act certification) for
those items. 

(c) In order to qualify for an equitable adjustment in accor-
dance with paragraph (d) of this clause the Contractor shall in
good faith pursue obtaining—

(1) SAFETY Act designation (or SAFETY Act certifi-
cation); and

(2) The amount of insurance DHS requires for issuing
any SAFETY Act designation (or SAFETY Act certification).

(d)(1) If DHS denies the Contractor’s SAFETY Act desig-
nation (or certification) application, the Contractor may sub-

mit a request for an equitable adjustment within 30 days of
DHS’s notification of denial.

(2) The Contracting Officer shall either— 
(i) Make an equitable adjustment to the contract

price based on evidence of the resulting increase or decrease
in the Contractor’s costs and/or an equitable adjustment to
other terms and conditions based on lack of SAFETY Act des-
ignation (or certification); or

(ii) At the sole option of the Government, terminate
this contract for the convenience of the Government in place
of an equitable adjustment. 

(3) A failure of the parties to agree on the equitable
adjustment will be considered to be a dispute in accordance
with the “Disputes” clause of this contract.

(4) Unless first terminated, the Contractor shall con-
tinue contract performance during establishment of any equi-
table adjustment.

(End of clause)

52.251-1 Government Supply Sources.
As prescribed in 51.107, insert the following clause in

solicitations and contracts when the contracting officer may
authorize the contractor to acquire supplies or services from
a Government supply source:

GOVERNMENT SUPPLY SOURCES (AUG 2010)

The Contracting Officer may issue the Contractor an
authorization to use Government supply sources in the perfor-
mance of this contract. Title to all property acquired by the
Contractor under such an authorization shall vest in the Gov-
ernment unless otherwise specified in the contract. Such prop-
erty shall not be considered to be “Government-furnished
property,” as distinguished from “Government property.” The
provisions of the clause entitled “Government Property,” at
52.245-1, shall apply to all property acquired under such
authorization.

(End of clause)

52.251-2 Interagency Fleet Management System Vehicles 
and Related Services.
As prescribed in 51.205, insert the following clause:

INTERAGENCY FLEET MANAGEMENT SYSTEM VEHICLES 
AND RELATED SERVICES (JAN 1991)

The Contracting Officer may issue the Contractor an
authorization to obtain interagency fleet management system
(IFMS) vehicles and related services for use in the perfor-
mance of this contract. The use, service, and maintenance of
interagency fleet management system vehicles and the use of
related services by the Contractor shall be in accordance with
41 CFR 101-39 and 41 CFR 101-38.301-1.

(End of clause)
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