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(i) Appropriateness of types of con-
tracts used (see 16.103); and 

(j) Management control systems, in-
cluding internal audit procedures, to 
administer progress payments to sub-
contractors. 

[48 FR 42388, Sept. 19, 1983, as amended at 52 
FR 9039, Mar. 20, 1987; 54 FR 19827, May 8, 
1989; 60 FR 33066, June 26, 1995; 60 FR 48264, 
Sept. 18, 1995; 62 FR 12719, Mar. 17, 1997; 63 FR 
70288, Dec. 18, 1998; 69 FR 76349, Dec. 20, 2004; 
70 FR 14955, Mar. 23, 2005; 75 FR 34278, June 
16, 2010; 75 FR 53150, Aug. 30, 2010] 

44.304 Surveillance. 

(a) The ACO shall maintain a suffi-
cient level of surveillance to ensure 
that the contractor is effectively man-
aging its purchasing program. 

(b) Surveillance shall be accom-
plished in accordance with a plan de-
veloped by the ACO with the assistance 
of subcontracting, audit, pricing, tech-
nical, or other specialists as necessary. 
The plan should cover pertinent phases 
of a contractor’s purchasing system 
(preaward, postaward, performance, 
and contract completion) and pertinent 
operations that affect the contractor’s 
purchasing and subcontracting. The 
plan should also provide for reviewing 
the effectiveness of the contractor’s 
corrective actions taken as a result of 
previous Government recommenda-
tions. Duplicative reviews of the same 
areas by CPSR and other surveillance 
monitors should be avoided. 

[48 FR 42388, Sept. 19, 1983, as amended at 59 
FR 67054, Dec. 28, 1994; 62 FR 12719, Mar. 17, 
1997] 

44.305 Granting, withholding, or with-
drawing approval. 

44.305–1 Responsibilities. 

The cognizant ACO is responsible for 
granting, withholding, or withdrawing 
approval of a contractor’s purchasing 
system. The ACO shall— 

(a) Approve a purchasing system only 
after determining that the contractor’s 
purchasing policies and practices are 
efficient and provide adequate protec-
tion of the Government’s interests; and 

(b) Promptly notify the contractor in 
writing of the granting, withholding, 
or withdrawal of approval. 

[62 FR 12719, Mar. 17, 1997] 

44.305–2 Notification. 
(a) The notification granting system 

approval shall include— 
(1) Identification of the plant or 

plants covered by the approval; 
(2) The effective date of approval; and 
(3) A statement that system ap-

proval— 
(i) Applies to all Federal Government 

contracts at that plant to the extent 
that cross-servicing arrangements 
exist; 

(ii) Waives the contractual require-
ment for advance notification in fixed- 
price contracts, but not for cost-reim-
bursement contracts; 

(iii) Waives the contractual require-
ment for consent to subcontracts in 
fixed-price contracts and for specified 
subcontracts in cost-reimbursement 
contracts but not for those sub-
contracts, if any, selected for special 
surveillance and identified in the con-
tract Schedule; and 

(iv) May be withdrawn at any time at 
the ACO’s discretion. 

(b) In exceptional circumstances, 
consent to certain subcontracts or 
classes of subcontracts may be required 
even though the contractor’s pur-
chasing system has been approved. The 
system approval notification shall 
identify the class or classes of sub-
contracts requiring consent. Reasons 
for selecting the subcontracts include 
the fact that a CPSR or continuing 
surveillance has revealed sufficient 
weaknesses in a particular area of sub-
contracting to warrant special atten-
tion by the ACO. 

(c) When recommendations are made 
for improvement of an approved sys-
tem, the contractor shall be requested 
to reply within 15 days with a position 
regarding the recommendations. 

[48 FR 42388, Sept. 19, 1983, as amended at 62 
FR 12719, Mar. 17, 1997] 

44.305–3 Withholding or withdrawing 
approval. 

(a) The ACO shall withhold or with-
draw approval of a contractor’s pur-
chasing system when there are major 
weaknesses or when the contractor is 
unable to provide sufficient informa-
tion upon which to make an affirma-
tive determination. The ACO may 
withdraw approval at any time on the 
basis of a determination that there has 
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been a deterioration of the contractor’s 
purchasing system or to protect the 
Government’s interest. Approval shall 
be withheld or withdrawn when there is 
a recurring noncompliance with re-
quirements, including but not limited 
to— 

(1) Certified cost or pricing data (see 
15.403); 

(2) Implementation of cost account-
ing standards (see 48 CFR chapter 99 
(Appendix B, FAR loose-leaf edition); 

(3) Advance notification as required 
by the clauses prescribed in 44.204; or 

(4) Small business subcontracting 
(see subpart 19.7). 

(b) When approval of the contractor’s 
purchasing system is withheld or with-
drawn, the ACO shall within 10 days 
after completing the in-plant review (1) 
inform the contractor in writing, (2) 
specify the deficiencies that must be 
corrected to qualify the system for ap-
proval, and (3) request the contractor 
to furnish within 15 days a plan for ac-
complishing the necessary actions. If 
the plan is accepted, the ACO shall 
make a follow-up review as soon as the 
contractor notifies the ACO that the 
deficiencies have been corrected. 

[48 FR 42388, Sept. 19, 1983, as amended at 59 
FR 67043, Dec. 28, 1994; 62 FR 51271, Sept. 30, 
1997; 75 FR 53150, Aug. 30, 2010] 

44.306 Disclosure of approval status. 

Upon request, the ACO may inform a 
contractor that the purchasing system 
of a proposed subcontractor has been 
approved or disapproved, but shall cau-
tion that the Government will not keep 
the contractor advised of any changes 
in the approval status. If the proposed 
subcontractor’s purchasing system has 
not been reviewed, the contractor shall 
be so advised. 

[62 FR 12719, Mar. 17, 1997] 

44.307 Reports. 

The ACO shall distribute copies of 
CPSR reports; notifications granting, 
withholding, or withdrawing system 
approval; and Government rec-
ommendations for improvement of an 
approved system, including the con-
tractor’s response, to at least— 

(a) The cognizant contract audit of-
fice; 

(b) Activities prescribed by the cog-
nizant agency; and 

(c) The contractor (except that fur-
nishing copies of the contractor’s re-
sponse is optional). 

[62 FR 12719, Mar. 17, 1997] 

Subpart 44.4—Subcontracts for 
Commercial Items and Com-
mercial Components 

SOURCE: 60 FR 48249, Sept. 18, 1995, unless 
otherwise noted. 

44.400 Scope of subpart. 
This subpart prescribes the policies 

limiting the contract clauses a con-
tractor may be required to apply to 
any subcontractors that are furnishing 
commercial items or commercial com-
ponents in accordance with Section 
8002(b)(2) of Public Law 103–355 and Sec-
tion 826 of Public Law 110–181 (10 U.S.C. 
2377(c)). 

[75 FR 34279, June 16, 2010] 

44.401 Applicability. 
This subpart applies to all contracts 

and subcontracts. For the purpose of 
this subpart, the term ‘‘subcontract’’ 
has the same meaning as defined in 
part 12. 

44.402 Policy requirements. 
(a) Contractors and subcontractors at 

all tiers shall, to the maximum extent 
practicable: 

(1) Be required to incorporate com-
mercial items or nondevelopmental 
items as components of items delivered 
to the Government; and 

(2) Not be required to apply to any of 
its divisions, subsidiaries, affiliates, 
subcontractors or suppliers that are 
furnishing commercial items or com-
mercial components any clause, except 
those— 

(i) Required to implement provisions 
of law or executive orders applicable to 
subcontractors furnishing commercial 
items or commercial components; or 

(ii) Determined to be consistent with 
customary commercial practice for the 
item being acquired. 

(b) Under a contract that is over $5 
million for the procurement of items 
other than commercial items, and 
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