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that reduces the Government’s expected eco-
nomic benefits of the property. Loss of Gov-
ernment property does not include purpose-
ful destructive testing, obsolescence, normal 
wear and tear, or manufacturing defects. 
Loss of Government property includes, but is 
not limited to— 

(1) Items that cannot be found after a rea-
sonable search; 

(2) Theft; 
(3) Damage resulting in unexpected harm 

to property requiring repair to restore the 
item to usable condition; or 

(4) Destruction resulting from incidents 
that render the item useless for its intended 
purpose or beyond economical repair. 

Unit acquisition cost means— 
(1) For Government-furnished property, 

the dollar value assigned by the Government 
and identified in the contract; and 

(2) For Contractor-acquired property, the 
cost derived from the Contractor’s records 
that reflect consistently applied, generally 
acceptable accounting principles. 

(b) Reporting loss of Government property. (1) 
The Contractor shall use the Defense Con-
tract Management Agency (DCMA) eTools 
software application for reporting loss of 
Government property. Reporting value shall 
be at unit acquisition cost. The eTools 
‘‘LTDD of Government Property’’ toolset 
can be accessed from the DCMA home page 
External Web Access Management applica-
tion at http://www.dcma.mil/aboutetools.cfm. 

(2) Unless otherwise provided for in this 
contract, the requirements of paragraph 
(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, as amended at 77 FR 
23632, Apr. 20, 2012] 

252.245–7003 Contractor Property 
Management System Administra-
tion. 

As prescribed in 245.107(4), insert the 
following clause: 

CONTRACTOR PROPERTY MANAGEMENT SYSTEM 
ADMINISTRATION (APR 2012) 

(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 
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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, and the contract includes the 
clause at 252.242–7005, Contractor Business 
Systems, the Contracting Officer will with-
hold payments in accordance with that 
clause. 

(End of clause) 

[76 FR 28878, May 18, 2011, as amended at 77 
FR 11366, Feb. 24, 2012; 77 FR 23632, Apr. 20, 
2012] 

252.245–7004 Reporting, Reutilization, 
and Disposal. 

As prescribed in 245.107(5), use the 
following clause: 

REPORTING, REUTILIZATION, AND 
DISPOSAL (APR 2012) 

(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— 

(i) Defense items, defined in the Arms Ex-
port Control Act, 22 U.S.C. 2778(j)(4)(A), as 
defense articles, defense services, and related 
technical data, etc.; and 

(ii) Items, defined in the EAR as ‘‘commod-
ities,’’ ‘‘software,’’ and ‘‘technology,’’ terms 
that are also defined in the EAR, 15 CFR 
772.1. 

(3) Ineligible transferees means individuals, 
entities, or countries— 

(i) Excluded from Federal programs by the 
General Services Administration as identi-
fied in the Excluded Parties Listing System 
(EPLS) (https://www.epls.gov/); 

(ii) Delinquent on obligations to the U.S. 
Government under surplus sales contracts; 

(iii) Designated by the Department of De-
fense as ineligible, debarred, or suspended 
from defense contracts; or 

(iv) Subject to denial, debarment, or other 
sanctions under export control laws and re-
lated laws and regulations, and orders ad-
ministered by the Department of State, the 
Department of Commerce, the Department 
of Homeland Security, or the Department of 
the Treasury. 

(4) Scrap means property that has no value 
except for its basic material content. For 
purposes of demilitarization, scrap is defined 
as recyclable waste and discarded materials 
derived from items that have been rendered 
useless beyond repair, rehabilitation, or res-
toration such that the item’s original iden-
tity, utility, form, fit, and function have 
been destroyed. Items can be classified as 
scrap if processed by cutting, tearing, crush-
ing, mangling, shredding, or melting. Intact 
or recognizable components and parts are 
not ‘‘scrap.’’ 

(5) Serviceable or usable property means 
property with potential for reutilization or 
sale ‘‘as is’’ or with minor repairs or alter-
ations. 

(b) Inventory disposal schedules. Unless dis-
position instructions are otherwise included 
in this contract, the Contractor shall com-
plete SF 1428, Inventory Schedule B, within 
the Plant Clearance Automated Reutiliza-
tion Screening System (PCARSS). Informa-
tion on PCARSS can be obtained from the 
plant clearance officer and at http:// 
www.dcma.mil/ITCSO/CBT/PCARSS/index.cfm. 

(1) The SF 1428 shall contain the following: 
(i) If known, the applicable Federal Supply 

Code (FSC) for all items, except items in 
scrap condition. 

(ii) If known, the manufacturer name for 
all aircraft components under Federal Sup-
ply Group (FSG) 16 or 17 and FSCs 2620, 2810, 
2915, 2925, 2935, 2945, 2995, 4920, 5821, 5826, 5841, 
6340, and 6615. 

(iii) The manufacturer name, make, model 
number, model year, and serial number for 
all aircraft under FSCs 1510 and 1520. 

(iv) Appropriate Federal Condition Codes. 
See Appendix 2 of DoD 4000.25–2, Military 
Standard Transaction Reporting and Ac-
counting Procedures manual, edition in ef-
fect as of the date of this contract. Informa-
tion on Federal Condition Codes can be ob-
tained at http://www.DLA.Mil/J–6/DLMSO/ 
Elibrary/Manuals/Milstrap/AP2lIndex.asp. 

(2) If the schedules are acceptable, the 
plant clearance officer shall complete and 
send the Contractor a DD Form 1637, Notice 
of Acceptance of Inventory. 

(c) Proceeds from sales of surplus property. 
Unless otherwise provided in the contract, 
the proceeds of any sale, purchase, or reten-
tion shall be— 

(1) Forwarded to the Contracting Officer; 
(2) Credited to the Government as part of 

the settlement agreement; 
(3) Credited to the price or cost of the con-

tract; or 
(4) Applied as otherwise directed by the 

Contracting Officer. 
(d) Demilitarization, mutilation, and destruc-

tion. If demilitarization, mutilation, or de-
struction of contractor inventory is re-
quired, the Contractor shall demilitarize, 
mutilate, or destroy contractor inventory, in 
accordance with the terms and conditions of 
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