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(b)(1) of this clause do not apply to normal 
and reasonable inventory adjustments, i.e., 
losses of low-risk consumable material such 
as common hardware, as agreed to by the 
Contractor and the Government Property 
Administrator. Such losses are typically a 
product of normal process variation. The 
Contractor shall ensure that its property 
management system provides adequate man-
agement control measures, e.g., statistical 
process controls, as a means of managing 
such variation. 

(3) The Contractor shall report losses of 
Government property outside normal process 
variation, e.g., losses due to— 

(i) Theft; 
(ii) Inadequate storage; 
(iii) Lack of physical security; or 
(iv) ‘‘Acts of God.’’ 
(4) This reporting requirement does not 

change any liability provisions or other re-
porting requirements that may exist under 
this contract. 

(End of clause) 

[76 FR 6008, Feb. 2, 2011] 

252.245–7003 Contractor Property 
Management System Administra-
tion. 

As prescribed in 245.107, insert the 
following clause: 

CONTRACTOR PROPERTY MANAGE-
MENT SYSTEM ADMINISTRATION 
(MAY 2011) 

(a) Definitions. As used in this clause— 
Acceptable property management system 

means a property system that complies with 
the system criteria in paragraph (c) of this 
clause. 

Property management system means the Con-
tractor’s system or systems for managing 
and controlling Government property. 

Significant deficiency means a shortcoming 
in the system that materially affects the 
ability of officials of the Department of De-
fense to rely upon information produced by 
the system that is needed for management 
purposes. 

(b) General. The Contractor shall establish 
and maintain an acceptable property man-
agement system. Failure to maintain an ac-
ceptable property management system, as 
defined in this clause, may result in dis-
approval of the system by the Contracting 
Officer and/or withholding of payments. 

(c) System criteria. The Contractor’s prop-
erty management system shall be in accord-
ance with paragraph (f) of the contract 
clause at Federal Acquisition Regulation 
52.245–1. 

(d) Significant deficiencies. (1) The Con-
tracting Officer will provide an initial deter-
mination to the Contractor, in writing, of 

any significant deficiencies. The initial de-
termination will describe the deficiency in 
sufficient detail to allow the Contractor to 
understand the deficiency. 

(2) The Contractor shall respond within 30 
days to a written initial determination from 
the Contracting Officer that identifies sig-
nificant deficiencies in the Contractor’s 
property management system. If the Con-
tractor disagrees with the initial determina-
tion, the Contractor shall state, in writing, 
its rationale for disagreeing. 

(3) The Contracting Officer will evaluate 
the Contractor’s response and notify the 
Contractor, in writing, of the Contracting 
Officer’s final determination concerning— 

(i) Remaining significant deficiencies; 
(ii) The adequacy of any proposed or com-

pleted corrective action; and 
(iii) System disapproval, if the Contracting 

Officer determines that one or more signifi-
cant deficiencies remain. 

(e) If the Contractor receives the Con-
tracting Officer’s final determination of sig-
nificant deficiencies, the Contractor shall, 
within 45 days of receipt of the final deter-
mination, either correct the significant defi-
ciencies or submit an acceptable corrective 
action plan showing milestones and actions 
to eliminate the significant deficiencies. 

(f) Withholding payments. If the Contracting 
Officer makes a final determination to dis-
approve the Contractor’s property manage-
ment system, leading to a potential risk of 
harm to the Government, and the contract 
includes the clause at 252.242–7005, Con-
tractor Business Systems, the Contracting 
Officer will withhold payments in accord-
ance with that clause. 

(End of clause) 

[76 FR 28878, May 18, 2011] 

252.245–7004 Reporting, Reutilization, 
and Disposal. 

As prescribed in 245.107(e), use the 
following clause: 

REPORTING, REUTILIZATION, AND 
DISPOSAL (AUG 2011) 

(a) Definitions. As used in this clause— 
(1) Demilitarization means the act of elimi-

nating the functional capabilities and inher-
ent military design features from DoD per-
sonal property. Methods and degree range 
from removal and destruction of critical fea-
tures to total destruction by cutting, tear-
ing, crushing, mangling, shredding, melting, 
burning, etc. 

(2) Export-controlled items means items sub-
ject to the Export Administration Regula-
tions (EAR) (15 CFR parts 730–774) or the 
International Traffic in Arms Regulations 
(ITAR) (22 CFR parts 120–130). The term in-
cludes— 
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