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the elimination of rent and any other
amount attributable thereto.

45.405 Contracts with foreign govern-
ments or international organiza-
tions.

Requests by, or for the benefit of, for-
eign governments or international or-
ganizations to use Government produc-
tion and research property shall be
processed and costs shall be recovered
or rental charged in accordance with
agency procedures.

45.406 Use of Government production
and research property on inde-
pendent research and development
programs.

The contracting officer cognizant of
Government production and research
property in the possession of a con-
tractor may authorize a contractor to
use the property on an independent re-
search and development (IR&D) pro-
gram, if—

(a) Such use will not conflict with
the primary use of the property or en-
able the contractor to retain property
that could otherwise be released;

(b) The contractor agrees not to in-
clude as a charge against any Govern-
ment contract the rental value of the
property used on its IR&D program;
and

(c) A rental charge for the portion of
the contractor’s IR&D program cost al-
located to commercial work, computed
in accordance with 45.403, is deducted
from any agreed-upon Government
share of the contractor’s IR&D costs.

45.407 Non-Government use of plant
equipment.

Requirements for authorization and
dollar thresholds for non-Government
use of specific types of plant equipment
shall be set at the agency level. The
following general policies and require-
ments shall be used by agencies in
supplementing this section:

(a) The contracting officer’s advance
written approval shall be required for
any non-Government use of active
plant equipment. Before authorizing
non-Government use exceeding 25 per-
cent, the contracting officer shall ob-
tain approval of the head (or designee)
of the agency that awarded the con-
tract to which the property is account-
able.

(b) The approvals under paragraph (a)
above may be granted only when it is
in the Government’s interest—

(1) To keep the equipment in a high
state of operational readiness through
regular use;

(2) Because substantial savings to the
Government would accrue through
overhead cost-sharing and receipt of
rental; or

(3) To avoid an inequity to a con-
tractor who is required by the Govern-
ment to retain the equipment in place.

(c) If the contractor’s request for
non-Government use in excess of 25
percent is approved, the contracting of-
ficer may require the contractor to in-
sure the property against loss or dam-
age. Facilities contracts may be modi-
fied to require such insurance.

Subpart 45.5—Management of
Government Property in the
Possession of Contractors

45.500 Scope of subpart.
This subpart prescribes the minimum

requirements contractors must meet in
establishing and maintaining control
over Government property. It applies
to contractors organized for profit and,
except as otherwise noted, to non-prof-
it organizations. In order for the spe-
cial requirements in this subpart gov-
erning nonprofit organizations to
apply, the contract must identify the
contractor as a nonprofit organization.
If there is any inconsistency between
this subpart and the terms of the con-
tract under which the Government
property is provided, the terms of the
contract shall govern.

45.501 Definitions.
Accessory item, as used in this sub-

part, means an item that facilitates or
enhances the operation of plant equip-
ment but which is not essential for its
operation.

Agency-peculiar property (see 45.301).
Auxiliary item, as used in this subpart,

means an item without which the basic
unit of plant equipment cannot oper-
ate.

Contractor-acquired property (see
45.101).

Custodial records, as used in this sub-
part, means written memoranda of any
kind, such as requisitions, issue hand
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receipts, tool checks, and stock record
books, used to control items issued
from tool cribs, tool rooms, and stock-
rooms.

Discrepancies incident to shipment, as
used in this subpart, means all defi-
ciencies incident to shipment of Gov-
ernment property to or from a contrac-
tor’s facility whereby differences exist
between the property purported to
have been shipped and property actu-
ally received. Such deficiencies include
loss, damage, destruction, improper
status and condition coding, errors in
identity or classification, and improper
consignment.

Facilities (see 45.301).
Government-furnished property (see

45.101).
Government property (see 45.101).
Individual item record, as used in this

subpart, means a separate card, form,
document or specific line(s) of com-
puter data used to account for one item
of property.

Material (see 45.301).
Nonprofit organization (see 45.301).
Plant equipment (see 45.101).
Property administrator, as used in this

subpart, means an authorized rep-
resentative of the contracting officer
assigned to administer the contract re-
quirements and obligations relating to
Government property.

Real property (see 45.101).
Salvage, as used in this subpart,

means property that, because of its
worn, damaged, deteriorated, or incom-
plete condition or specialized nature,
has no reasonable prospect of sale or
use as serviceable property without
major repairs, but has some value in
excess of its scrap value.

Scrap, as used in this subpart, means
personal property that has no value ex-
cept for its basic material content.

Special test equipment (see 45.101).
Special tooling (see 45.101).
Stock record, as used in this subpart,

means a perpetual inventory record
which shows by nomenclature the
quantities of each item received and
issued and the balance on hand.

Summary record, as used in this sub-
part, means a separate card, form, doc-
ument or specific line(s) of computer
data used to account for multiple quan-
tities of a line item of special tooling,

special test equipment, or plant equip-
ment costing less than $5,000 per unit.

Utility distribution system, as used in
this subpart, includes distribution and
transmission lines, substations, or in-
stalled equipment forming an integral
part of the system by which gas, water,
steam, electricity, sewerage, or other
utility services are transmitted be-
tween the outside building or structure
in which the services are used and the
point of origin, disposal, or connection
with some other system. It does not in-
clude communication services.

Work-in-process, as used in this sub-
part, means material that has been re-
leased to manufacturing, engineering,
design or other services under the con-
tract and includes undelivered manu-
factured parts, assemblies, and prod-
ucts, either complete or incomplete.

[48 FR 42392, Sept. 19, 1983, as amended at 59
FR 11384, Mar. 10, 1994]

45.502 Contractor responsibility.
(a) The contractor is directly respon-

sible and accountable for all Govern-
ment property in accordance with the
requirements of the contract. This in-
cludes Government property in the pos-
session or control of a subcontractor.
The contractor shall establish and
maintain a system in accordance with
this subpart to control, protect, pre-
serve, and maintain all Government
property. This property control system
shall be in writing unless the property
administrator determines that main-
taining a written system is unneces-
sary. The system shall be reviewed and,
if satisfactory, approved in writing by
the property administrator.

(b) The contractor shall maintain
and make available the records re-
quired by this subpart and account for
all Government property until relieved
of that responsibility. The contractor
shall furnish all necessary data to sub-
stantiate any request for relief from re-
sponsibility.

(c)(1) The contractor shall be respon-
sible for the control of Government
property under this subpart 45.5 upon—

(i) Delivery of Government-furnished
property into its custody or control;

(ii) Delivery, when property is pur-
chased by the contractor and the con-
tract calls for reimbursement by the
Government (this requirement does not
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alter or modify contractual require-
ments relating to passage of title);

(iii) Approval of its claim for reim-
bursement by the Government or upon
issuance for use in contract perform-
ance, whichever is earlier, of property
withdrawn from contractor-owned
stores and charged directly to the con-
tract; or

(iv) Acceptance of title by the Gov-
ernment when title is acquired pursu-
ant to specific contract clauses or as a
result of change orders or contract ter-
mination.

(2) Property to which the Govern-
ment has acquired a lien or title solely
as a result of advance, progress, or par-
tial payments is not subject to the re-
quirements of this subpart.

(d) The contractor shall require sub-
contractors provided Government prop-
erty under the prime contract to com-
ply with the requirements of this sub-
part. Procedures for assuring subcon-
tractor compliance shall be included in
the contractor’s property control sys-
tem. Where the property administrator
assigned to the contract has requested
supporting property administration
from another contract administration
office, the contractor may accept the
system approval of the supporting
property administrator instead of per-
forming duplicative actions to assure
the subcontractor’s compliance.

(e) If the property administrator
finds any portion of the contractor’s
property control system to be inad-
equate, the contractor must take any
necessary corrective action before the
system can be approved. If the con-
tractor and property administrator
cannot agree regarding the adequacy of
control and corrective action, the mat-
ter shall be referred to the contracting
officer.

(f) When Government property (ex-
cluding misdirected shipments, see
45.505–12) is disclosed to be in the pos-
session or control of the contractor but
not provided under any contract, the
contractor shall promptly (1) record
such property according to the estab-
lished property control procedure and
(2) furnish to the property adminis-
trator all known circumstances and
data pertaining to its receipt and a
statement as to whether there is a need
for its retention.

(g) The contractor shall promptly re-
port all Government property in excess
of the amounts needed to complete full
performance under the contracts pro-
viding it or authorizing its use.

(h) When unrecorded Government
property is found, both the cause of the
discrepancy and actions taken or need-
ed to prevent recurrence shall be deter-
mined and reported to the property ad-
ministrator.

[48 FR 42392, Sept. 19, 1983, as amended at 51
FR 2666, Jan. 17, 1986]

45.502–1 Receipts for Government
property.

The contractor shall furnish written
receipts for all or specified classes of
Government property only when the
property administrator deems it essen-
tial for maintaining minimum accept-
able property controls. If evidence of
receipt is required for contractor-ac-
quired property, the contractor shall
provide it before submitting its request
for payment for the property. For Gov-
ernment-furnished property, the con-
tractor shall provide the required re-
ceipt immediately upon receipt of the
property.

45.502–2 Discrepancies incident to
shipment.

(a) Government-furnished property. If
overages, shortages, or damages are
discovered upon receipt of Govern-
ment-furnished property, the con-
tractor shall provide a statement of
the condition and apparent causes to
the property administrator and to
other activities specified in the ap-
proved property control system. Only
that quantity of property actually re-
ceived will be recorded on the official
records.

(b) Contractor-acquired property. The
contractor shall take all actions nec-
essary in adjusting overages, short-
ages, or damages in shipment of con-
tractor-acquired property from a ven-
dor or supplier. However, when the
shipment has moved by Government
bill of lading and carrier liability is in-
dicated, the contractor shall report the
discrepancy in accordance with para-
graph (a) above.

VerDate 29<OCT>99 09:07 Nov 16, 1999 Jkt 183189 PO 00000 Frm 00835 Fmt 8010 Sfmt 8010 Y:\SGML\183189T.XXX pfrm11 PsN: 183189T



836

48 CFR Ch. 1 (10–1–99 Edition)45.503

45.503 Relief from responsibility.
(a) Unless the contract or con-

tracting officer provides otherwise, the
contractor shall be relieved of property
control responsibility for Government
property by—

(1) Reasonable and proper consump-
tion of property in the performance of
the contract as determined by the
property administrator;

(2) Retention by the contractor, with
the approval of the contracting officer,
of property for which the Government
has received consideration;

(3) The authorized sale of property,
provided the proceeds are received by
or credited to the Government;

(4) Shipment from the contractor’s
plant, under Government instructions,
except when shipment is to a subcon-
tractor or other location of the con-
tractor; or

(5) A determination by the con-
tracting officer of the contractor’s li-
ability for any property that is lost,
damaged, destroyed, or consumed in
excess of that normally anticipated in
a manufacturing or processing oper-
ation, if—

(i) The determination is furnished to
the contractor in writing;

(ii) The Government is reimbursed
where required by the determination;
and

(iii) Property rendered unserviceable
by damage is properly disposed of, and
the determination is cross-referenced
to the shipping or other documents evi-
dencing disposal.

(b) Nonprofit organizations are re-
lieved of responsibility for Government
property when title to the property is
transferred to the contractor (see
35.014).

45.504 Contractor’s liability.
(a) Subject to the terms of the con-

tract and the circumstances sur-
rounding the particular case, the con-
tractor may be liable for shortages,
loss, damages, or destruction of Gov-
ernment property. The contractor may
also be liable when the use or consump-
tion of Government property unreason-
ably exceeds the allowances provided
for by the contract, the bill of mate-
rial, or other appropriate criteria.

(b) The contractor shall investigate
and report to the property adminis-

trator all cases of loss, damage, or de-
struction of Government property in
its possession or control as soon as the
facts become known or when requested
by the property administrator. A re-
port shall also be furnished when com-
pleted and accepted products or end
items are lost, damaged, or destroyed
while in the contractor’s possession or
control.

(c) The contractor shall require any
of its subcontractors possessing or con-
trolling Government property account-
able under the contract to investigate
and report all instances of loss, dam-
age, or destruction of such property.

45.505 Records and reports of Govern-
ment property.

(a) The contractor’s property control
records shall constitute the Govern-
ment’s official property records unless
an exception has been authorized. The
contractor shall establish and main-
tain adequate control records for all
Government property, including prop-
erty provided to and in the possession
or control of a subcontractor. The
property control records specified in
this section are the minimum required
by the Government. Unless the prop-
erty administrator directs otherwise,
when a subcontractor has an approved
property control system for Govern-
ment property provided under its own
prime contracts, the contractor shall
use the records created and maintained
under that system.

(b) The contractor’s property control
system shall provide financial accounts
for Government-owned property in the
contractor’s possession or control. The
system shall be subject to internal con-
trol standards and be supported by
property records for such property.

(c) Official Government property
records must identify all Government
property and provide a complete, cur-
rent, auditable record of all trans-
actions. The contractor’s system of
records maintenance shall be sufficient
to adequately control Government
property as required by this section.
The contractor’s system of records
maintenance, as a minimum, shall be
equivalent to and maintained in the
same manner as the contractor’s sys-
tem for maintaining records of con-
tractor-owned property, but need not
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exceed the requirements of this sub-
part. The records shall be safeguarded
from tampering or destruction.
Records shall be accessible to author-
ized Government personnel.

(d) Separate property records for
each contract are desirable, but a con-
solidated property record may be main-
tained if it provides the required infor-
mation.

(e) Special tooling and special test
equipment fabricated from materials
that are the property of the Govern-
ment shall be recorded as Government-
owned immediately upon fabrication.
Special tooling and special test equip-
ment fabricated from materials that
are the property of the contractor shall
be recorded as Government property at
the time title passes to the Govern-
ment.

(f) Property records of the type es-
tablished for components acquired sep-
arately shall be used for serviceable
components permanently removed
from items of Government property as
a result of modification.

(g) The contractor’s property control
system shall contain a system or tech-
nique to locate any item of Govern-
ment property within a reasonable pe-
riod of time.

[48 FR 42392, Sept. 19, 1983, as amended at 53
FR 43394, Oct. 26, 1988]

45.505–1 Basic information.

(a) Unless summary records are used
as authorized under paragraph (b) of
this section, the contractor’s property
control records shall provide the fol-
lowing basic information for every
item of Government property in the
contractor’s possession, regardless of
value (other subsections of 45.505 re-
quire additional information for spe-
cific categories of Government prop-
erty):

(1) The name, description, and Na-
tional Stock Number (if furnished by
the Government or available in the
property control system).

(2) Quantity received (or fabricated),
issued, and on hand.

(3) Unit price (and unit of measure).
(4) Contract number or equivalent

code designation.
(5) Location.
(6) Disposition.

(7) Posting reference and date of
transaction.

(b) Summary records are normally
adequate for special tooling, special
test equipment, and plant equipment
costing less than $5,000 per unit, except
where the contract administration of-
fice determines that individual item
records are necessary for effective con-
trol, calibration, or maintenance. Sum-
mary records shall provide the infor-
mation listed in paragraphs (a)(1)
through (a)(7) of this section, but may
reference a general location, provided
the contractor can locate the property
within a reasonable period of time.

[48 FR 42392, Sept. 19, 1983, as amended at 59
FR 11384, Mar. 10, 1994]

45.505–2 Records of pricing informa-
tion.

(a) Requirement for unit prices. (1) The
contractor’s property control system
shall contain the unit price for each
item of Government property except as
provided in (b) below. When a con-
tractor records the unit price of prop-
erty on other than the quantitative in-
ventory records, those supplementary
records shall become part of the offi-
cial Government property records.

(2) (Note: This subparagraph (2) does
not apply to nonprofit organizations.)
The requirement that unit prices be
contained in the official Government
property records does not apply to
those separate property records located
at a contractor’s secondary sites and
subcontractor plants; provided, that—

(i) Records maintained by the prime
contractor at its primary site include
unit prices; and

(ii) The prime contractor agrees to
furnish actual or estimated unit prices
to the secondary site or subcontractor
as the need arises.

(3) When definite information as to
unit price cannot be obtained, reason-
able estimates will be used.

(b) Determining unit price. (1) Con-
tractor-acquired and contractor-fab-
ricated property. Except for items fab-
ricated by nonprofit organizations for
research and development purposes,
the unit price of contractor-acquired
and contractor-fabricated property
shall be determined in accordance with
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the system established by the con-
tractor in conformance with consist-
ently applied sound accounting prin-
ciples. Generally, separate unit prices
should be applied to items of special
tooling and special test equipment fab-
ricated or acquired by the contractor.
However, if the contractor’s account-
ing system is acceptable, and if main-
taining detailed cost records results in
excessive accounting cost or is other-
wise impracticable, group pricing may
be used for special tooling, special test
equipment, and work-in-process in ac-
cordance with the contractor’s accept-
able cost accounting system. All proc-
essed material, fabricated parts, com-
ponents, and assemblies charged to the
contractor’s work-in-process inven-
tory, including items in temporary
storage while awaiting processing, may
be considered as work-in-process for
this purpose.

(2) Government-furnished property. The
Government shall determine and fur-
nish to the contractor the unit price of
Government-furnished property. Trans-
portation and installation costs shall
not generally be considered as part of
the unit price for this purpose. Nor-
mally, the unit price of Government-
furnished property will be provided on
the document covering shipment of the
property to the contractor. In the
event the unit price is not provided on
the document, the contractor will take
action to obtain the information.

45.505–3 Records of material.
(a) General. All Government material

furnished to the contractor, as well as
other material to which title has
passed to the Government by reason of
allocation from contractor-owned
stores or purchase by the contractor
for direct charge to a Government con-
tract or otherwise, shall be recorded in
accordance with the contractor’s prop-
erty control system and the require-
ments of this section.

(b) Consolidated stock record. When a
contractor has more than one Govern-
ment contract under which Govern-
ment material is provided, a consoli-
dated record for materials may be au-
thorized by the property adminis-
trator, provided, the total quantity of
any item is allocated to each contract
by contract number and each requisi-

tion of material from contractor-owned
stores is charged to the contract on
which the material is to be used. The
supporting document or issue slip shall
show the contract number or equiva-
lent code designation to which the
issue is charged.

(c) Custodial records. The contractor
shall maintain custodial records for
tool crib items, guard force items, pro-
tective clothing, and other items
issued to individuals for use in their
work.

(d) Use of receipt and issue documents.
(Note: This paragraph (d) does not apply
to nonprofit organizations.) The property
administrator may authorize the con-
tractor to maintain, in lieu of stock
records, a file of appropriately cross-
referenced documents evidencing re-
ceipt, issue, and use of Government-
provided material that is issued for im-
mediate consumption and is not en-
tered in the inventory record as a mat-
ter of sound business practice. This
method of control may be authorized
for—

(1) Material charged through over-
head;

(2) Material under research and de-
velopment contracts;

(3) Subcontracted or outside produc-
tion items;

(4) Nonstock or special items;
(5) Items that are produced for direct

charge to a contract, or are acquired
and issued for installation upon re-
ceipt, and involve no spoilage; and

(6) Items issued from contractor-
owned inventory direct to production
or maintenance, etc.

(e) Material issued directly upon re-
ceipt. (Note: This paragraph (e) applies
only to nonprofit organizations.)

(1) Under fixed-price contracts, the
contractor’s documents evidencing re-
ceipt and issue will be accepted as
property control records for Govern-
ment-furnished material issued di-
rectly by the contractor upon receipt
so as to be considered consumed under
the contract.

(2) Under cost-reimbursement con-
tracts, Government invoices, contrac-
tor’s purchase documents, or other evi-
dence of acquisition and issue will be
accepted as adequate property records
for material furnished to or acquired
by the contractor and issued directly
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so as to be considered consumed under
the contract.

(f) Multicontract cost and material con-
trol. (Note: This paragraph (f) does not
apply to nonprofit organizations.)

(1) Description and scope. A multicon-
tract cost and material control system
substitutes a system of financial ac-
counting for the requirements for phys-
ical identification of Government ma-
terial. The system operates as follows:

(i) The contractor may acquire, req-
uisition, receive, store, and issue like
items of material for the total require-
ments of all contracts involved in the
system without identifying the mate-
rial to each contract.

(ii) The contractor may commingle,
during any stage of contract perform-
ance, Government-owned and con-
tractor-owned material and work-in-
process that was furnished, acquired,
or produced for all Government con-
tracts covered by the system, without
physical segregation or identification
to the individual contracts.

(iii) In lieu of physical segregation
and identification to individual con-
tracts, periodic calculation of require-
ments and distribution of costs to all
contracts permits the allocation of
costs of material to products delivered.
This system, by reflecting the material
expended to perform each contract at
any stage in production, permits usage
analysis to determine the reasonable-
ness of consumption and expenditure of
Government material.

(iv) The system may include all Gov-
ernment contracts of any type that in-
volve common repetitive operations.

(v) The system does not require com-
mingling of all common materials
under all contracts. For example, items
of Government-furnished material of
high value or in short supply may be
excluded from commingling and re-
served for use in performing the con-
tract under which furnished.

(vi) The contractor shall take phys-
ical inventories of material in stores
included in the systems (other than
work-in-process) at least annually, ex-
tend and reconcile prices to the quan-
titative balance for each item, and
record adjustments in the stock record
and financial inventory control ac-
counts. Such physical inventories and
adjustments, as well as equitable dis-

tribution to cost accounts of any in-
ventory losses, shall be reviewed by
and are subject to the approval of the
property administrator.

(2) Criteria. A multicontract cost and
material control system may be au-
thorized if—

(i) The contractor demonstrates that
adopting the system will result in sav-
ings or improved operations or that it
will otherwise be in the Government’s
interest;

(ii) The system is applied to existing
Government contracts only and ex-
cludes materials acquired or costs in-
curred for non-Government work or in
anticipation of future Government
work; and

(iii) The contractor’s accounting sys-
tem is adequate to—

(A) Provide on a complete and timely
basis a clear audit trail from costs of
materials acquired for each contract to
materials used or disposed of on each
contract;

(B) Reflect separately for Govern-
ment-furnished and contractor-ac-
quired material in stores (except work-
in-process) the inventory balances as
affected by receipts, issues, adjust-
ments, and other dispositions;

(C) Determine unit costs for each
identifiable part, component, sub-
assembly, assembly, end item, and con-
tract item;

(D) Calculate amounts for cost reim-
bursements and progress payments
during the life of the contract by ap-
plying or allocating such unit costs de-
veloped through each stage of work-in-
process to contract items for the re-
quirements of each contract; and

(E) Assure that when Government
material furnished for use under one
contract is authorized for use on an-
other contract, the initial contract re-
ceives credit.

(3) Authorization. The administrative
contracting officer may authorize a
contractor who is performing or will
perform more than one Government
contract to use the multicontract cost
and material control system. The prop-
erty administrator shall approve what-
ever detailed operating procedures are
necessary for each system authorized.
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(4) Requirement. Whenever a multi-
contract cost and material control sys-
tem is authorized, the contractor’s fi-
nancial accounts shall include all ma-
terial in the system acquired or fur-
nished for Government work and shall
satisfy the requirements in subdivision
(f)(2)(iii) of 45.505–3 above.

45.505–4 Records of special tooling
and special test equipment.

(Note: The special tooling requirements
of this subsection 45.505–4 do not apply to
nonprofit organizations except for para-
graph (c).)

(a) Unless summary records are used
as authorized under 45.505–1(b), the con-
tractor’s property control system shall
provide the basic information listed in
45.505–1(a) regarding each item of Gov-
ernment-owned special tooling and spe-
cial test equipment, including any gen-
eral purpose test equipment incor-
porated as components in such a man-
ner that removal and reuse may be fea-
sible and economical.

(b) If the contractor uses group pric-
ing of special tooling or special test
equipment, as recognized in 45.505–2(b),
unit prices may be computed when re-
quired.

(c) In the case of special tooling ac-
quired or fabricated by nonprofit orga-
nizations or furnished by the Govern-
ment to nonprofit organizations for re-
search and development, the Govern-
ment invoices, contractor’s purchase
document, or other documents that
evidence acquisition or issue will be ac-
cepted as adequate property control
records.

(d) Records identifying special tool-
ing and special test equipment shall in-
clude the identification number and
item on which used.

(e) The contractor shall, when speci-
fied by the contract, identify and re-
port special tooling and special test
equipment by retention category (e.g.,
assembly tooling or critical tooling for
spares or replacements).

[48 FR 42392, Sept. 19, 1983, as amended at 59
FR 11384, Mar. 10, 1994]

45.505–5 Records of plant equipment.

(a) Unless summary records are used
as authorized under 45.505–1(b), the con-
tractor shall maintain individual item

records for each item of plant equip-
ment.

(b) In addition to the information re-
quired in 45.505–1, the contractor’s
records of Government-owned plant
equipment, regardless of value, shall
include—

(1) Federal Supply Code for the man-
ufacturer (as listed in Cataloging
Handbook H4–1 and H4–2) (available
from the Superintendent of Docu-
ments, Government Printing Office
(GPO), Washington, D.C. 20402);

(2) Federal Supply Classification
(Cataloging Handbooks H2–1, H2–2, and
H2–3) (available from GPO); and

(3) The original manufacturer’s
model or part number.

(c) For each item of Government-
owned plant equipment having a unit
cost of $5,000 or more, the contractor
shall, in addition to the requirements
of (b) above, include—

(1) Serial number and year built
(when available);

(2) Government identification/tag
number; and

(3) Acquisition and disposition docu-
ment references and dates.

(d) The property administrator may
determine that the information in
(c)(1) and (2) above should be recorded
in the property records for plant equip-
ment costing less than $5,000.

(e) Accessory and auxiliary equip-
ment shall be recorded on the record of
the associated item of plant equip-
ment. If the accessory or auxiliary
item is not attached to, a part of, or
acquired for use with a specific item of
plant equipment, it shall be recorded
either in an individual item record or
in a summary stock record. When ac-
cessory and auxiliary items are perma-
nently separated from the basic item of
plant equipment, the unit price of the
basic item shall be appropriately re-
duced.

[48 FR 42392, Sept. 19, 1983, as amended at 59
FR 11384, Mar. 10, 1994]

45.505–6 Special reports of plant
equipment.

An agency may set requirements for
any special reports of plant equipment
it determines necessary.

VerDate 29<OCT>99 09:07 Nov 16, 1999 Jkt 183189 PO 00000 Frm 00840 Fmt 8010 Sfmt 8010 Y:\SGML\183189T.XXX pfrm11 PsN: 183189T



841

Federal Acquisition Regulation 45.505–10

45.505–7 Records of real property.

(a) The contractor shall maintain an
itemized record of the description, lo-
cation, acquisition cost, and disposi-
tion of all Government real property
(including unimproved real property);
all alterations, all construction work,
and sites connected with such alter-
ation and construction, acquired by
purchase, lease, or otherwise. These
records, including maps, drawings,
plans, specifications, and supple-
mentary data where necessary, shall (1)
be complete, (2) show the original cost
of the property and improvements and
the cost of any changes and additions,
and (3) be appropriately indexed.

(b) Costs incurred by the contractor
or the Government for new construc-
tion, including erection, installation,
or assembly of Government real prop-
erty in possession of the contractor,
shall be capitalized in the official Gov-
ernment real property records and fi-
nancial accounts maintained by the
contractor for the Government.

(c) Costs incurred for additions, ex-
pansions, extensions, conversions, al-
terations, and improvements, including
applicable portions of capital mainte-
nance, that increase the value, life,
utility, capability, or serviceability of
Government real property shall be cap-
italized.

(d) Costs incurred for portable build-
ings or facilities specifically con-
structed for tests that involve destruc-
tion of the facility shall not be capital-
ized in the Government real property
records or financial accounts.

(e) Costs incurred for maintenance,
repair, or rearrangement to maintain
the Government real property in good
physical condition, utility, capacity, or
serviceability shall be charged to ex-
pense, and the real property records
shall not be affected.

(f) When Government-owned real
property is sold, transferred, donated,
destroyed by fire or other cause, aban-
doned-in-place, or condemned, the fi-
nancial accounts shall be reduced by
the presently recorded cost and the
real property records annotated with a
supporting statement, including perti-
nent facts.

45.505–8 Records of scrap or salvage.

(a) The contractor shall maintain
records of all scrap or salvage gen-
erated, except as provided in 45.507.
These records shall conform to the con-
tractor’s established system of scrap
and salvage control approved by the
property administrator.

(b) The contractor’s property control
system shall provide the following in-
formation:

(1) Contract number, if practical, or
equivalent code designation from
which the scrap or salvage derived.

(2) Nomenclature or description of
salvable items or classification (mate-
rial content) of scrap.

(3) Quantity on hand.
(4) Posting reference and date of

transaction.
(5) Disposition.

45.505–9 Records of related data and
information.

The contractor shall maintain prop-
erty control and accountability, in ac-
cordance with sound business practice,
of manufacturing or assembly draw-
ings; installation, operation, repair, or
maintenance instructions; and other
similar information furnished to the
contractor by the Government or gen-
erated or acquired by the contractor
under the contract and for which title
vests in the Government. The require-
ments of this subpart do not otherwise
apply to such property.

45.505–10 Records of completed prod-
ucts.

The contractor shall maintain a
record of all completed products pro-
duced under a contract as follows:

(a) When there is no time lapse be-
tween Government inspection and ac-
ceptance of the completed products and
shipment from the plant site, the
records shall, as a minimum, consist of
a summary of quantities accepted and
shipped. When end items are accepted
by the Government and stored with the
contractor awaiting shipment, the
record shall identify quantities stored,
location, and disposition action.

(b) On contracts that provide for the
contractor to retain completed prod-
ucts for further use under the contract
or other contracts, such items shall be
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considered Government-furnished prop-
erty upon acceptance and shall be re-
corded as required by this subpart.

(c) When completed products are re-
turned to a contractor under the terms
of a warranty clause, the contractor
shall maintain, by contract, a record
containing a description of the items
involved, quantities received and re-
turned to the Government, and other
pertinent data necessary to determine
that a proper accounting for all prop-
erty has been made.

45.505–11 Records of transportation
and installation costs of plant
equipment.

(Note: This subsection 45.505–11 does not
apply to nonprofit organizations.)

(a) Transportation costs. (1) The con-
tractor shall record within the prop-
erty control system the transportation
and installation costs directly borne by
the Government for each item of Gov-
ernment-owned plant equipment with
an acquisition cost of $5,000 or more.
The administrative contracting officer
may require the contractor to provide
such recorded costs for use in com-
puting rental charges.

(2) If transportation costs are not in-
cluded in the price of equipment deliv-
ered, the contractor shall contact the
property administrator for instructions
for obtaining applicable freight data.

(b) Installation costs. (1) When the
contractor performs installation, the
cost shall be computed in accordance
with the contractor’s accounting sys-
tem (if the system is acceptable for
other contract cost determination pur-
poses) and recorded in the property
record.

(2) When installation is subcon-
tracted, the contractor shall record the
cost paid to the subcontractor in the
property record.

(3) When installation costs are in-
cluded in the price of equipment deliv-
ered to the using location, the property
records should be so annotated.

45.505–12 Records of misdirected ship-
ments.

The contractor’s property control
system shall provide the following in-
formation regarding each misdirected
shipment of Government property re-
ceived:

(a) Identity of shipment, such as
shipping document or bill of lading.

(b) Origin of shipment.
(c) Content (items in the shipment)

per shipping documents, if available.
(d) Location.
(e) Disposition.

45.505–13 Records of property re-
turned for rework.

(a) The contractor shall maintain
quantitative records of property re-
turned for processing to assure control
from time of receipt through return of
the items to the Government. The con-
tractor shall establish item records
under its property control system and
shall include the information required
in 45.505–1.

(b) The records shall specify the
quantity of units returned to the Gov-
ernment and the quantity otherwise
disposed of with proper authority.

45.505–14 Reports of Government
property.

(a) The contractor’s property control
system shall provide annually the total
acquisition cost of Government prop-
erty for which the contractor is ac-
countable under each contract with
each agency, including Government
property at subcontractor plants and
alternate locations. The following clas-
sifications (property classifications
may be varied to meet individual agen-
cy needs) shall be reported:

(1) Land and rights therein.
(2) Other real property, including

utility distribution systems, buildings,
structures, and improvements thereto.

(3) Plant equipment.
(4) Special tooling.
(5) Special test equipment.
(6) Material.
(7) Agency peculiar property.
(b) The contractor shall report the

information under paragraph (a) as di-
rected by the contracting officer.

[48 FR 42392, Sept. 19, 1983, as amended at 59
FR 11385, Mar. 10, 1994]

45.506 Identification.
(a) Upon receipt of Government prop-

erty, the contractor shall promptly—
(1) Identify the property in accord-

ance with agency regulations;
(2) Mark the property in accordance

with this section; and
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(3) Record the property in its prop-
erty control records.

(b)(1) Except for the following, all
Government property shall be marked
with an indication of Government own-
ership:

(i) Items issued to individuals for use
in their work (e.g., protective clothing
or tool crib tools) where adequate
physical control is maintained over the
items.

(ii) Property of a bulk type, or where
its general nature of packing or han-
dling precludes adequate marking.

(iii) Material that is commingled, as
authorized by 45.507.

(iv) Where the property adminis-
trator agrees that marking is imprac-
tical.

(2) Exempted items shall be entered
and described on the accountable prop-
erty records.

(c)(1) In addition to marking with an
indication of Government ownership,
the following property shall be marked
with a serial number in accordance
with procedures approved by the prop-
erty administrator:

(i) Special tooling.
(ii) Special test equipment.
(iii) Components of special test

equipment that have an acquisition
cost of $5,000 or more and are incor-
porated in a manner that makes re-
moval and reutilization feasible and ec-
onomical.

(iv) Plant equipment.
(v) Accessory or auxiliary equipment

associated with a specific item of plant
equipment that is recorded on the
property records, if necessary to assure
return with the associated basic item.

(2) The contractor shall record as-
signed numbers on all applicable docu-
ments pertaining to the property con-
trol system.

(3) If the property is located in a
standard agency registration system,
the contractor may use the property’s
registration number as the serial num-
ber. The contractor should obtain the
registration number through the prop-
erty administrator from the owning
agency.

(d) The markings in paragraphs (b)
and (c) of this section shall be—(1) se-
curely affixed to the property, (2) leg-
ible, and (3) conspicuous. Examples of
appropriate markings are bar coding,

decals, and stamping. If marking will
damage the property or is otherwise
impractical, the contractor shall
promptly notify the property adminis-
trator and ask for the item to be ex-
empted (see paragraph (b) of this sec-
tion). Markings shall be removed or ob-
literated when Government property is
sold, scrapped, or donated.

[57 FR 60588, Dec. 21, 1992]

45.507 Segregation of Government
property.

Government property shall be kept
physically separate from contractor-
owned property. However, when advan-
tageous to the Government and con-
sistent with the contractor’s authority
to use such property, the property may
be commingled—

(a) When the Government property is
special tooling, special test equipment,
or plant equipment clearly identified
and recorded as Government property;

(b) When approved by the property
administrator in connection with re-
search and development contracts;

(c) When material is included in a
multicontract cost and material con-
trol system (however, see 45.505–3(f));

(d) When (1) scrap of a uniform na-
ture is produced from both Govern-
ment-owned and contractor-owned ma-
terial and physical segregation is im-
practicable, (2) scrap produced from
Government-owned material is insig-
nificant in consideration of the cost of
segregation and control, or (3) Govern-
ment contracts involved are fixed-price
and provide for the retention of the
scrap by the contractor; or

(e) When otherwise approved by the
property administrator.

45.508 Physical inventories.
The contractor shall periodically

physically inventory all Government
property (except materials issued from
stock for manufacturing, research, de-
sign, or other services required by the
contract) in its possession or control
and shall cause subcontractors to do
likewise. The contractor, with the ap-
proval of the property administrator,
shall establish the type, frequency, and
procedures. These may include elec-
tronic reading, recording and reporting
or other means of reporting the exist-
ence and location of the property and
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reconciling the records. Type and fre-
quency of inventory should be based on
the contractor’s established practices,
the type and use of the Government
property involved, or the amount of
Government property involved and its
monetary value, and the reliability of
the contractor’s property control sys-
tem. Type and frequency of physical in-
ventories normally will not vary be-
tween contracts being performed by
the contractor, but may vary with the
types of property being controlled. Per-
sonnel who perform the physical inven-
tory shall not be the same individuals
who maintain the property records or
have custody of the property unless the
contractor’s operation is too small to
do otherwise.

[48 FR 42392, Sept. 19, 1983, as amended at 54
FR 25069, June 12, 1989]

45.508–1 Inventories upon termination
or completion.

(a) General. Immediately upon termi-
nation or completion of a contract, the
contractor shall perform and cause
each subcontractor to perform a phys-
ical inventory, adequate for disposal
purposes, of all Government property
applicable to the contract, unless the
requirement is waived as provided in
paragraph (b) below.

(b) Exception. The requirement for
physical inventory at the completion
of a contract may be waived by the
property administrator when the prop-
erty is authorized for use on a follow-
on contract; provided, that—

(1) Experience has established the
adequacy of property controls and an
acceptable degree of inventory discrep-
ancies; and

(2) The contractor provides a state-
ment indicating that record balances
have been transferred in lieu of pre-
paring a formal inventory list and that
the contractor accepts responsibility
and accountability for those balances
under the terms of the follow-on con-
tract.

(c) Listings for disposal purposes.
(Note: This paragraph (c) applies only
to nonprofit organizations.)

(1) Standard items that have been
modified may be described on listings
for disposal purposes as standard items
with a general description of the modi-
fication.

(2) Items that have been fabricated,
such as test equipment, shall be de-
scribed in sufficient detail to permit a
potential user to determine whether
they are of sufficient interest to war-
rant further inspection.

45.508–2 Reporting results of inven-
tories.

The contractor shall, as a minimum,
submit the following to the property
administrator promptly after com-
pleting the physical inventory:

(a) A listing that identifies all dis-
crepancies disclosed by a physical in-
ventory.

(b) A signed statement that physical
inventory of all or certain classes of
Government property was completed
on a given date and that the official
property records were found to be in
agreement except for discrepancies re-
ported.

45.508–3 Quantitative and monetary
control.

When requested by the contracting
officer, the contractor’s reports of re-
sults of physical inventory shall be pre-
pared on a quantitative and monetary
basis and segregated by categories of
property.

45.509 Care, maintenance, and use.
The contractor shall be responsible

for the proper care, maintenance, and
use of Government property in its pos-
session or control from the time of re-
ceipt until properly relieved of respon-
sibility, in accordance with sound in-
dustrial practice and the terms of the
contract. The removal of Government
property to storage, or its con-
templated transfer, does not relieve the
contractor of these responsibilities.

45.509–1 Contractor’s maintenance
program.

(a) Consistent with the terms of the
contract, the contractor’s maintenance
program shall provide for—

(1) Disclosure of need for and the per-
formance of preventive maintenance;

(2) Disclosure and reporting of need
for capital rehabilitation; and

(3) Recording of work accomplished
under the program.

(b) Preventive maintenance is main-
tenance performed on a regularly
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scheduled basis to prevent the occur-
rence of defects and to detect and cor-
rect minor defects before they result in
serious consequences. An effective pre-
ventive maintenance program shall in-
clude at least—

(1) Inspection of buildings at periodic
intervals to assure detection of deterio-
ration and the need for repairs;

(2) Inspection of plant equipment at
periodic intervals to assure detection
of maladjustment, wear, or impending
breakdown;

(3) Regular lubrication of bearings
and moving parts in accordance with a
lubrication plan;

(4) Adjustments for wear, repair, or
replacement of worn or damaged parts
and the elimination of causes of dete-
rioration;

(5) Removal of sludge, chips, and cut-
ting oils from equipment that will not
be used for a period of time;

(6) Taking necessary precautions to
prevent deterioration caused by con-
tamination, corrosion, and other sub-
stances; and

(7) Proper storage and preservation of
accessories and special tools furnished
with an item of plant equipment but
not regularly used with it.

(c) The contractor’s maintenance
program shall provide for disclosing
and reporting the need for major re-
pair, replacement, and other capital re-
habilitation work for Government
property in its possession or control.

(d) The contractor shall keep records
of maintenance actions performed and
any deficiencies in the Government
property discovered as a result of in-
spections.

45.509–2 Use of Government property.
(a) The contractor’s procedures shall

be in writing and adequate (1) to assure
that Government property will be used
only for those purposes authorized in
the contract and that any required ap-
provals will be obtained, and (2) to pro-
vide a basis for determining and allo-
cating rental charges.

(b) With respect to plant equipment
with an acquisition value of $5,000 or
more, the procedures, as a minimum,
shall—

(1) Establish a minimum level of use
below which an analysis of need shall
be made and retention justified, except

for inactive plants and equipment re-
tained for mobilization (the use level
may be established for individual items
or families of items, depending upon
circumstances of use);

(2) Provide for recording authorized
and actual use consistent with the es-
tablished use levels;

(3) Require periodic analyses of pro-
duction needs for plant equipment uti-
lization based upon known require-
ments; and

(4) Provide for prompt reporting to
the contracting officer of all plant
equipment for which retention is not
justified.

[48 FR 42392, Sept. 19, 1983, as amended at 52
FR 30078, Aug. 12, 1987]

45.510 Property in possession of sub-
contractors.

The contractor shall require any of
its subcontractors possessing or con-
trolling Government property to ade-
quately care for and maintain that
property and assure that it is used only
as authorized by the contract. The con-
tractor’s approved property control
system shall include procedures nec-
essary for accomplishing this responsi-
bility.

45.511 Audit of property control sys-
tem.

The Government may audit the con-
tractor’s property control system as
frequently as conditions warrant.
These audits may take place at any
time during contract performance,
upon contract completion or termi-
nation, or at any time thereafter dur-
ing the period the contractor is re-
quired to retain such records. The con-
tractor shall make all such records and
related correspondence available to the
auditors.

Subpart 45.6—Reporting, Redis-
tribution, and Disposal of Con-
tractor Inventory

45.600 Scope of subpart.
This subpart establishes policies and

procedures for the reporting, redis-
tribution, and disposal of Government
property excess to contracts and of
property that forms the basis of a
claim against the Government (e.g.,
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