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1.  Introduction:
     a.  The contractor’s management personnel are required to establish and maintain a property control system for the control, use, maintenance, repair, protection, and preservation of Government property in accordance with sound business practice, the applicable provisions of FAR 45.5, and other contractually imposed requirements.

     b.  The property management activity established by the contractor’s management personnel is usually tasked with the establishment and maintenance of the system.  This involves establishment of the procedures, performing or coordinating property administration tasks, and controlling the system.  This may include internal review, self-audit, or audit of other activities within the company that perform property administration tasks and that affect government property control.

     c.  Placement of this activity within the organization is critical to the system’s effectiveness.  Company organization is critical to the system’s effectiveness.  Company organization structures differ widely, but placement will facilitate or effectively curtail efficient property management.  Analysis of the contractor’s system may reveal that the organizational placement of the property administration function has impacted the establishment or maintenance of the system, or has prevented reporting and/or resolution of deficiencies.  Effective placement will facilitate communications between other company activities and upper management.

     d.  The intent of this publication is to acquaint contractors new to U S Government (USG) business of their obligation relative to managing government-owned property.  Some of the contractual requirements are expressed in references to their contract clauses that are not always made available to the lower echelons of contractor’s management.  These instructions explain and instruct the intended users how to best implement the contractual requirements for their own Government property management program.

2.  References:

     a.  The contract; in particular:  the Government property clause and any special clauses and appendices having to do the management of Government property.

     b.  FAR Subpart 45.5 - Management of Government property in the Possession of Contractors.  This FAR subpart is incorporated by reference in subparagraph (e) of the Government property clause.

     c.  FAR 45.606 - Instructions to contractors on the preparation and submission of inventory schedules listing excess property.  These reporting instructions are to be incorporated into the contractor’s procedures to satisfy the requirements of subparagraph (I), “Final Accounting and Disposition of Government Property” of the Government property clause.

     d.  DoD 4000.25-1-M, “Military Standard Requisition and Issue Procedures (MILSTRIP)”.

3.  Applicability and Scope:

     a.  These instructions apply to all contractors having a fixed price or cost reimbursable Government property clause in their contract.  The extent of involvement with our DoD logistical systems depends largely on the types and amounts of property furnished and the authorized sources from which property is to be acquired.  For example, the publication listed in paragraph 2d above would pertain only when the contractor is authorized to requisition materials from USG supply sources.

     b.  Contractors are encouraged to request assistance from the Administrative Contracting Officer (ACO) for clarification of these instructions.  The Property Administrator (PA) is authorized to act on behalf of the ACO on any Government property matters.

4.  Definitions:

     a.  Accessory Item:  An item which facilitates or enhances the operation of plant equipment but which is not essential for its operation, such as remote control devices.  (FAR 45.501).

     b.  Agency Peculiar Property (APP):  Government owned property that is peculiar to the mission of one agency (e.g., USAF).  It excludes Government material, special test equipment, special tooling and facilities (synonymous with military property).  (FAR 45.301).

     c.  Auxiliary Item:  An item without which the basic unit of plant equipment cannot operate, such as motors for pumps and machine tools.  (FAR 45.501).

     d.  Contractor Acquired Property (CAP):  Property acquired or otherwise provided by the contractor for performing a contract and to which the government has title.  (FAR 45.101).

     e.  Contractor Fabricated Items (CFI):  Technical publications and/or supply management data may specify parts to be locally manufactured to government specifications.  The contractor may manufacture  or fabricate these parts or have them produced by a sub-contractor with ACO approval.  Also considered to be “CAP”.

     f.  Custodian Records:  Written memoranda of any kind such as requisitions, issue hand receipts, tool checks, stock record books used to control items issued from tool cribs, tool rooms and stockrooms.  (FAR 45.501).

     g.  Discrepancies Incident to Shipment:  All deficiencies incident to the shipment of Government property to or from a contractor’s facility whereby differences exist between the property purported to have been shipped and the property actually received.  Such deficiencies include, but are not limited to loss, damage, destruction, improper status and condition coding, error in identity or classification, and improper consignment.  (FAR 45.501, and Military service publications referenced in the contract).

     h.  Facilities:  Industrial property (other than material, special tooling, APP, and special test equipment) for production, maintenance, research, development, or testing.  It includes real property and rights therein, buildings, structures, improvements, and plant equipment.  (FAR 45.301).

     i.  Government Property (GP):  All property owned by or leased to the government or acquired by the Government under the terms of a contract.  (FAR 45.101).  Government property includes both Government-furnished property and contractor-acquired property as defined in this section.

          (1)  Government-furnished property (GFP):  Property in the possession of, or acquired directly by, the Government and subsequently delivered or otherwise made available to the contractor.  Includes Government furnished materials (GFM) and Government furnished equipment (GFE).

          (2)  Government furnished equipment (GFE):  A classification to describe all major types of equipment provided by the USG.  GFE is further defined as property of a capital nature possessing a military service repair classifications of PE, APP, ST, and STE.




     j.  Material (also referred to as Government Furnished Material (GFM):  Government property which may be incorporated into or attached to an end item to be delivered under a contract or which may be consumed in the performance of a contract.  It includes, but is not limited to, raw and processed material, parts, components, assemblies, and small tools and supplies.  (FAR 45.301).  Material is further classified as:  

          (1)  Expense (EXP) material is defined as items of a consumable nature.  That is, if an item becomes unusable, or unserviceable, it is transferred to the Government-owned scrap container.

          (2)  Investment (INV) material is defined as a repair cycle component of a major end item.  The contractor may - if authorized - repair these items in their backshops or ship the items to a designated technical repair center.

     k.  Individual Item Record:  A separate card form, or document or specific line item(s) of computer data used to account for one item of property (FAR 45.501).

     l.  Industrial Plant Equipment (IPE):  Plant equipment in Federal Stock Group 34 with an acquisition cost of $15,000 or more; used for the purpose of cutting, abrading, grinding, shaping, forming, joining, testing, measuring, heating, treating, or otherwise altering the physical, electrical or chemical properties of materials, components or end items entailed in manufacturing, maintenance supply, processing, assembly, or research and development operations.

     m.  Material/Materiel:  A broad military service and commercial term used to define all classifications of property.

     n.  Military Property (MP):  See Agency-peculiar property.

     o.  Plant Equipment (PE):  Government property of a capital nature consisting of equipment, machine tools, test equipment , furniture, vehicles, and accessory and auxiliary items, but excluding special tooling and special test equipment used or capable of use in the manufacture of supplies or in the performance of services or for any administrative or general plant purpose.  (FAR 45.501).

     p.  Plant Clearance Officer (PLCO):  An individual who represents the contracting officer for ensuring the orderly disposal of Government property in the contract.  The PLCO duties may be detailed to the Property Administrator.  (DFARS 45.7001-4).

     q.  Property Administrator (PA):  The individual duly designated by appropriate authority to administer the contract requirements and obligations relative to Government property.  He/she is an authorized representative of the Contracting Officer.  (FAR  45.501).

     r.  Salvage:  Property which, because of its worn, damaged, deteriorated, or incomplete condition, or specialized nature, has no reasonable prospect of sale or use as serviceable property without major repairs or alterations, but which has some value in excess of its scrap value.  (FAR 45.501).

     s.  Scrap:  Property that has no reasonable prospect of being sold except for the recovery value of its basic material content.  (FAR 45.501).

     t.  Special Tooling (ST):  All jigs, dies, fixtures, molds, patterns, taps, gauges, other equipment and manufacturing aids, and replacements thereof, which are of such specialized nature that, without substantial modification or alteration, their use is limited to the development or production of particular supplies or parts thereof, or the performance of particular services.  The term includes all components of such items, but does not include:
          
          (1)  Consumable property.

          (2)  Special test equipment.

          (3)  Buildings, nonseverable structures (except foundations and similar improvements necessary for the installation of special tooling), general or special machine tools, or similar capital items.  (FAR 45.101).

     u.  Special Test Equipment (STE):  Either single or multipurpose integrated test units engineered, designed, fabricated, or modified to accomplish special purpose testing in the performance of the contract.  Such testing units comprise electrical, electronic, hydraulic, pneumatic, mechanical, or other items or assemblies of equipment, that are mechanically, electrically, or electronically interconnected so as to become a new functional entity, causing the individual item or items to become interdependent and essential in the performance of special purpose testing in the development or production of particular supplies or services.  The term “special test equipment” does not include:

          (1)  Material.

          (2)  Special Tooling.

          (3)  Buildings and nonseverable structures (except foundations and similar improvements necessary for the installation of special test equipment).

          (4)  Plant equipment items used for general plant testing purposes.  FAR 45.101.

     v.  Stock Record:  A perpetual inventory form of record which shows, by nomenclature, the quantities received and issued and the balances on hand.  (FAR 45.501).

NOTE:  List is not all inclusive, please refer to FAR 45.601.

  5.  Property Control Performance Standards.

     a.  Property Management.

          (1)  Contractors must have adequate written policies and procedures to provide for effective property control.  The procedures must address each type of Government property and be maintained in a current status.  The Property Administrator must approve the policies and procedures.  This includes any subsequent changes to the procedures after the initial approval.  Contractors should have an internal self audit program to identify weak or deficient property control conditions before they impact production under the contract.  They must also implement immediate corrective actions when notified of deficient conditions by Government personnel.  Losses, damages and destruction (LDD) to Government property shall be investigated and reported to the PA in a timely manner.  Adequate investigative evidence shall substantiate requests for relief of responsibility.  Company policies must establish the duties and responsibilities of personnel performing property management by identification of their job title or office title to a function or specified task.  

          (2)  Reporting of LDD Government property.  The contractor is to report all cases of LDD Government property as soon as the facts become known (FAR 45.504).  The Government considers a “reasonable time” for reporting facts to be within 24 hours of a mishap (damage) or within several days (less than a week) of a loss.  The report should present clear and convincing evidence that the loss, or damage, occurred through no fault or neglect of company management.  The investigative report is normally initiated by the security/safety departments, which is assimilated as an exhibit to the property managers’ report.  The combined reports are routed through top management for signature and forwarded to the PA.  The PA shall investigate the incident to the degree necessary to reach a valid and supportable conclusion as to contractor’s liability.  The report must include:

            (a)  Contractor’s name, address and contract number.

            (b)  Description and quantity of items lost, damaged or destroyed, NSN and nomenclature to include part numbers and serial numbers, etc.).

            (c)  Unit and total cost of property in question.

            (d)  The date and time of the occurrence and when reported to Government authorities.

            (e)  Cause or origin of incident.

            (f)  Estimated repair costs of damaged item.

            (g)  Known interests of the Government in commingled property (FAR 45.507).

            (h)  Insurance (if any) covering the Government property.

            (i)  Actions taken by the contractor to prevent a similar occurrence.

            (j)  All related facts and circumstances.

            (k)  Statement that the contractor accepts responsibility and liability for all or partial costs of the loss, or .......

            (l)  Statement that the contractor should not be held responsible and liable for the following reasons:  (list reasons).

          b.  Acquisition:  The process of acquiring Government property either through requisition, transfer, local manufacture or purchase, including that from contractor owned stores.

            (1)  Contractor Acquired Property (CAP).

              (a)  Contract authority exists for the purchase of property.

              (b)  The user request document and purchase order will be referenced to the contract by contract or project number.

              (c)  Consent or approval of the ACO is obtained before the purchase is consummated.

              (d)  Requirement is supported by a materials requirement list (MRL), technical order, bill of material or similar planning document.

              (e)  User requests are routed though and approved by your Production and Property Management departments.

              (f)  Quantity ordered is reasonable and not available in existing stocks.

              (g)  Economic ordering practices are applied, when applicable (in no case should the quantity exceed that required to compete the current contract).

              (h)  Item description on the request for quotation is accurate and in sufficient detail that would allow price competition among potential vendor sources.

              (i)  Buyer goes competitive on major buys (price ceiling established by the ACO) to obtain the best product for the lowest price.

              (j)  Buyer explains rationale for sole source selections, in writing.

              (k)  Purchase orders are properly controlled by serial number, distributed and filed, for audit purposes.

              (l)  Any increase in quantity, price, or change of delivery date is justified and documented.

              (m)  Buyer takes advantage of any prompt payment discounts offered by the vendor.

              (n)  The completed purchase order file contains complete history i.e. approvals, price quotes, vendor selection sheets, changes and receiving report of the purchase.

          (2)  Government-furnished property (GFP).  Is property in the possession of, or acquired directly by the U.S. Government and subsequently delivered or otherwise made available to the contractor.  Initial requirements of GFP must be requisitioned in accordance with Military Standard Requisitioning and Issue Procedures (MILSTRIP), and if applicable, the Appendix B to the contract.  An acceptable requisitioning system would adhere to the following principles:

	(a)  Requirements are determined by knowledgeable personnel in positions of authority.
	
	(b)  The property management function challenges a requirement when an item, quantity or priority appears dubious.

	(c)  Requirements are researched to the fullest to determine correct national stock number, interchangeability and usage, and requisition data elements.

	(d)  Data for requisition transactions is accurate and complete.

   	(e)  Requisition follow-ups, cancellations and modifiers are transmitted in a timely manner.

	(f)  Requisitioner must respond to validation of requirement queries from the depot or the requisition will be canceled.

	(g)  MILSTRIP assistance requests are submitted in accordance with DoD 4000.25-1-M.

	(h)  Due in files are maintained on a current basis until the property is received or the requirement is canceled.

	(i)  Requisitioning activity must make tracers on materials in the transportation pipeline (ASI status) when parts are overdue receipt at the work site.

	(j)  A requisition log will be maintained for transaction control purposes.

	(k)  Urgency of need designators will be controlled to preclude abuse of supply priority system.

	(l)  Requirements for Government furnished equipment must have prior approval of the depot program manager and be added to the Master Government-Furnished Equipment List by contract modification.

	(m)  Priority group one designators shall not be used to requisition stock replenishment quantities.

	(n)  Certain Federal Supply Groups or supply classes may not be requisitioned without specific approval of the ACO or depot program office.  (Reference Appendix B to the contract).
		
          (3)  Contractor Fabricated Items (CFI).

              (a)  Requests for CFI are generated by proper authority and routed through appropriate U S Government offices for advance approval.

              (b)  Quantity is reasonable and a certificate made by company personnel that a like or suitable substitute is not available on site.

              (c)  Changes and cancellation to work orders are properly controlled to preclude fabrication of unnecessary items or excessive quantities.

              (d)  Fabrication of capital type equipment is identified as to U S Government property records.

          c.  Receiving:  Receiving is the process of accepting property from a military supply source, commercial source, or other supply source.  It involves actions such as verification of count, inspection as to serviceability, checking accuracy of shipping documents to item received, classification and marking and routing of the material to the requester or storage location.  An acceptable receiving activity would adhere to the following practices:

            (1)  Property is promptly examined upon arrival for proper identification, accurate quantity, condition and for possible transit-related discrepancies.

            (2)  Priority shipments are expedited through the receiving line for immediate issue to the maintenance department.

            (3)  The receiving document adequately describes the item(s), amount, condition, unit price, contract number or code and other pertinent information.

            (4)  The Quantity of items received agrees with the quantity shipped.

            (5)  Discrepancies in shipments received are reported to the consignor, through QA, as instructed by military service publications.

                (a)  SF364, Report of Discrepancy:  Used to report shipping and packaging discrepancies such as shortages or overages, incorrect part or stock numbers, description, serial numbers, misdirected shipments, missing or incorrect paperwork (i.e. shipping documents and bill of lading).  Consult with assigned Property Administrator (PA) or Quality Assurance Representative (QAR) for assistance in preparation and submission of the SF364.

                (b)  SF368, Product Quality Deficiency Report:  Used to report defective material or equipment received by the contractor as part of the contract.  Consult with the assigned QAR for assistance in preparation and submission of the SF368.

   






                (c) SF361, Transportation Discrepancy Report:  When damage, overages and shortages are caused by either the shipper or the carrier and not noted on the shipping documents notify both the DCMC Northern Europe PA, QAR, and Transportation Officer (TO).  When Government furnished property discrepancies are related to damage in transit, pilferage, hidden loss, shortage, or other discrepancy noted after delivery, also notify the TO at DCMC Northern Europe.  Photograph damage, provide any copies of Government Bill of Lading, Delivery Receipt, DD Form 250, DD Form 1149, DD Form 1348, or other shipping document, Inspection Report, and estimates for repair costs to the TO who will generate the SF361, when required.  Additionally, annotate Bill of Lading as to the discrepancy and have the carrier
representative initial or sign as to its validity.

            (6)  Property is identified and marked during the receiving process (reference FAR 45.506).

            (7)  Copies of receipt documentation are furnished to the property accounting section.

            (8)  Property shipped to the contractor by mistake is placed in secure storage and the property administrator is promptly notified.

            (9)  A document register or log is maintained in serial number sequence to record all receiving documents.  

            (10)  The receiving document is signed or stamped and dated by authorized material inspectors.

            (11)  All required annotations are made on the receiving document prior to distribution and filing.

            (12)  Transportation Control Movement Document (TCMD) is checked to verify container number(s) and all particulars of the incoming Government shipment.

            (13)  Receiving report references receipt documentation, TCMD and discrepancy in shipment report (if any).

            (14)  Contractor acquired property (CAP) is routed through the receiving line for accounting on stock records.

            (15)  On CAP, copy of receiving report is routed to the Buying Office for close-out of purchase order.

            (16)  Item received is reconciled against the requisition document, purchase order, packing lists or related documents to ensure accountability for all items, attachments and accessories.

            (17)  Item received for rework, processing and repair under the contract warranty provisions are identified and documented during the receiving process.

            (18)  Receiving area is well organized, housekeeping practices and safeguarding of property adequate.

            (19)  Hold area is established for temporary storage of discrepant, damaged, unidentified, non-contractual items and misdirected shipments pending receipt of disposition instructions.

            (20)  Reusable containers are accounted for by type of container, size, MILSPEC number, TP0 and NSN of item accommodated, and transferred to the Packing and Crating Section for eventual re-use.

            (21)  On plant equipment and Special Test Equipment, receiving document indicates receipt (or storage) of accessories, components, operation, service and parts manuals.

            (22)  Contractor fabricated items will be processed through the receiving line for identification and accounting purposes.

          d.  Identification:  The contractor shall identify, mark and record all Government property promptly upon receipt.  Government property will remain identified as long as it remains in the custody, possession and control of the contractor (FAR 45.506).  Property is identified during the receiving process, acceptable receiving procedures would ensure:

            (1)  National stock number (NSN) marked on the container of material agrees with the NSN on the receipt document.

            (2)  Appropriate tags or labels are utilized to reflect description and condition of property.

            (3)  PE, APP, ST, and STE are identified and marked with a legible, permanent, conspicuous and tamper proof tag which indicates military department ownership and identification number.  An example is:

Department of USAF
Property Tag No.
------------------------------------

            (4)  A register is maintained in property tag serial number sequence.  The serial number is assigned for inventory control purposes.

            (5)  IPE is properly marked with a pre-numbered, diamond-shaped tag furnished by DIPEC.  (Consult the PA).

            (6)  Property is properly classified according to the definitions provided in FAR 45.5.

            (7)  Property identification numbers will be recorded on all applicable receiving documents, custodial receipt documents, shipping documents, disposal documents and any other documents pertaining to the property control system.

            (8)  Markings will be removed or obliterated from the property when disposal is made by sale, scrap or through donation.

          e.  Records.  It is the U S Government’s policy to rely upon contractor property control records and to designate and use such records as the official contract records.  Records may be maintained manually or mechanically on computer as long as the status of Government furnished property may be readily ascertained (FAR 45.505).  The official property control records are subject to audit by U S Government personnel.  The following are attributes of an acceptable Government property accounting records:

            (1)  Records of Government Property (general requirements):

              (a)  A historical record is established and maintained for each line item of Government property.

              (b)  Stock records exhibit all the essential data necessary to interface with military supply systems.  (Reference Appendix B to the contract and FAR 45.505).

              (c)  Records are maintained on a current basis at all times.

              (d)  Records shall be adequate to provide financial accounting of all Government property.  (FAR 45.508-3).

              (e)  Records of Government property furnished to subcontractors shall meet contractual requirements of the prime contractor.

              (f)  Records are maintained for serviceable, reparable, condemned, rejected and scrap properties.

              (g)  Support documentation is on file for each transaction entry or posting to the stock record.  Documents are sequentially filed by serial number for accountability purposes.

              (h)  Document control, i.e., routing, distribution, posting and filing, is effective and accomplished in a timely manner.

              (i)  Records reflect the current location of the property.

              (j)  Balance on hand is reduced to zero upon completion of the contract and supported by proper turn-in or shipment documentation.

              (k)  Stock records are not destroyed unless advance approval is obtained from the ACO.

              (l)  There is a paper audit trail of all transactions from property acquisition to final disposition.

          (2)  Records of Materials.
            
            (a)  Quantity due-in postings (requisitions to supply source) and due-out postings (obligated quantity to requester) are recorded on material records.

            (b)  Request for issue documents are signed by company supervisory personnel.  Document is referenced to a specific project number, work order number or task operation.

            (c)  Stock levels and reorder points are reviewed frequently and adjusted as necessary to fulfill requirements.  (Reference Appendix B to the contract).

            (d)  Stock levels are never in excess of the quantity necessary to complete production on the current contract unless specifically authorized by the ACO.

            (e)  Persons signing for materials have been duly authorized to receipt for property by company management.

            (f)  Records reflect current pricing from Government stock list changes or commercial price lists.  (FAR 45.505-2).

            (g)  Custodial records are maintained for tool crib and safety items and identify the account number or individual to which the property is issued.

          (3)  Records of Plant Equipment, APP, Special Tooling and Special Test Equipment.

            (a)  Individual records are maintained on each item of Industrial Plant Equipment (IPE).

            (b)  Utilization records for major items of Government Furnished Equipment are established and maintained according to FAR 45.509-2.

            (c)  Records reflect part number, serial number and property tag number of each item.

            (d)  Record of the major end item reflects identification, quantity and location of accessories, and auxiliary items.

          (4)  Records of Scrap and Salvage:

            (a)  Records of scrap and salvage reflect the data elements required by FAR 45.505-8 and are currently maintained.

            (b)  Records of metal scrap shall be identified as to ferrous (magnetic) or non-ferrous and accounted for on record by pounds or kilos.

          f.  Stock Control of Materials:  Stock control encompasses item and monetary accounting, inventory posting and reconciliation, issue, requirements computation, determination of allowances, funds control and maintenance of stock records.  (Reference FAR 45.505-1 and 3 and contract’s Appendix B).  An acceptable stock control system would embrace the following principles:

            (1)  Computation of stock levels is accomplished according to the instructions of Appendix B of the contract or economic ordering principles.

            (2)  Periodic computation of actual pipeline time is done to justify quantity ordered and requisition priority.
     
            (3)  Reparable investment items shall be expeditiously processed to the specialized repair activity.

            (4)  Internal item and monetary accounting system shall fulfill the requirements of GFM reporting to the depot program manager.

            (5)  Realistic re-order points are established and a requisition is generated when the re-order point is reached.

            (6)  Recomputation of stock levels and re-order points is accomplished when a credit posting reveals a drop or increase in demands.

            (7)  Elements on stock records include interchangeability and usage data, quantity per assembly (QPA) replacement percentages, and the prescribing technical publication.

          g.  Physical Inventories.  The process of physically locating and counting Government property and posting of the accountable records.  (FAR 45.508).  Includes the performance of recounts, where necessary, and the reporting of adjustments to the PA (FAR 45.508).  An acceptable inventory program would adhere to the following practices:

            (1)  Personnel performing the physical inventory shall not be the same individuals who maintain the property records or have custody of the property (Exception:  very small property accounts, when approved by the PA).

            (2)  Inventories are scheduled and then performed according to the schedule.

            (3)  The PA has approved the frequency and methodology of the inventory.  (Floor-to-record reconciliation recommended).

            (4)  The procedure addresses all types and classifications of GFP in the contractor’s system.

            (5)  Inventory count cards or slips are numerically controlled and filed.

            (6)  The inventory count is accurate and a recount is made when necessary to verify and resolve a discrepancy.

            (7)  The inventory quantity is posted or entered on records as soon as the count is complete.

            (8)  Posting, or entry, to the accountable record is complete, reflecting date and quantity, and clearly identified as an inventory entry.

            (9)  Adjustments (overages and shortages) are reported to the PA on an Inventory Adjustment Voucher (IAV).

           (10)  A physical inventory adequate for disposal is taken upon completion or termination of a contract.

           (11)  Preinventory and postinventory transactions are considered in the inventory count.

           (12)  A listing and signed statement as required by FAR 45.508-2 is furnished to the PA after completion of inventory.

           (13)  Quantitative and monetary report summarizing all GFP assets is provided to the PA at the completion of each inventory (FAR 45.508-3).

           (14)  Quantities and dollar value must be reconciled with GFM reporting to the depot program manager.

          h.  Consumption:  The process of incorporating Government-owned property into an end item or otherwise consuming it in the performance of  a contract.  Unsuccessful consumption program are the joint responsibilities of both the property  management and maintenance departments.

            (1)  The property management and maintenance departments will:

              (a)  Ensure that quantities consumed are reasonable and consistent with usage rates given in material requirements lists, technical orders or bills of materials.

              (b)  Ensure the item issued is not diverted to other non-government use.

              (c)  Ensure excess materials not immediately used are returned to government stores and credit posted or entered on the stock records.

          (2)  The maintenance department will:

            (a)  Make maximum use of repaired items in lieu of using new items.

          (3)  The property management department will:

            (a)  Maintain records reflecting an audit trail whereby a Government inspector may determine whether quantities issued are used or consumed into the appropriate end item.

            (b)  Ensure the degree of utilization for repair cycle items justify the retention of the stock balance on hand.

            (c)  Bench stock (if authorized) is limited to consumable, fast-moving, low cost, non-sensitive items.

            (d)  Bench stock is limited in quantity to a 30-day supply;  excess quantities are promptly returned to stores.

            (e)  Employ a system of first-in, first-out (FIFO) on issues from the warehouse location.

            (f)  Have an organized system of document control to preclude loss of property or the misfiling of issue slips.

          i.  Storage:  The contractor is obligated to provide adequate storage facilities for Government property.  Property must be stored in an organized manner, safe from acts of pilferage (theft) and corrosive elements of the weather.  An acceptable storage operation would subscribe to the following generally accepted industrial practices:

            (1)  Storage facilities such as buildings, bays, bins, and racks are adequate.

            (2)  Materials are systematically stored with location symbols conspicuously marked on bays, bins, racks and drawers.

            (3)  Limited shelf-life items are segregated from other stock and placed in climate controlled storage rooms.

            (4)  The oldest acceptable shelf-life stock shall be issued first.

            (5)  Warehouse location records shall reflect expiration date and accurate location of shelf-life items. 

            (6)  An adequate testing program to provide timely restorative action to extend shelf-life period of outdated stock.

            (7)  Prompt reporting of excess stock to the PLCO on items whose shelf-life cannot be extended.

            (8)  Controlled temperature requirements are afforded national stock class 8010, 8030 and 8040 items.

            (9)  Dunnage (that is boards, pallets, blocks, or metal bracing) is used to support and secure property to protect it from damage or for convenience in handling.

           (10)  Items are properly stored and locations are recorded.

           (11)  Good housekeeping is maintained in all areas.  Aisles and lanes are designated for accessibility and safety reasons.

           (12)  There is adequate security to protect GFP from loss.

           (13)  Personnel are checked prior to entering and departing the storage areas.

           (14)  All vehicles are checked upon entering and departing the open storage areas.

           (15)  GFP is removed only with an authorized document permitting removal.

           (16)  Access to Government property storage areas is limited to authorized personnel.

           (17)  Proper material handling equipment is available to material handlers.

           (18)  Inside storage areas are adequately lighted and afford reasonable protection from moisture, extreme temperatures, wind, dirt, faulty wiring, and other hazards.

           (19)  Outside storage provides adequate protection from the elements and is limited to items suitable for such storage.

           (20)  Storage areas are properly enclosed and securely locked when not in use.

           (21)  Hazardous materials, such as paints, compressed gases, thinners, explosives, etc. receive special storage control and protection and isolation storage when necessary.

          (22)  Fuels and lubricants are stored according to contractual provisions and/or commercial practices as required.

         (23)  Government scrap is stored separate from contractor scrap and is segregated by ferrous (magnetic) or non-ferrous metal content (unless otherwise approved by PA pursuant to FAR 45.507). 

         (24)  Salvage is properly stored pending disposition instructions from the PLCO.

         (25)  Items of a sensitive nature, and those highly pilferable, are given strict security protection.

          j.  Movement:  The process of transfer, shipment or relocation of Government property from one location to another.  Internal movement involves relocation of property within the contractor’s property control system.  External movement is shipment of property from the contractor’s account to another account.  Movement would entail the following action and physical controls:

          (1)  Internal Movement:

            (a)  Items are moved based on properly prepared, authenticated, movement control documentation. 

            (b)  Accountability and control is maintained for repair cycle items on reparable item processing tags or work orders by serial number.

            (c)  Removed property which are to be inspected and possibly re-used shall be promptly processed to the repair shop, stock room, or scrap and salvage area, as applicable.

            (d)  The transfer or turn-in documentation for permanently removed items is promptly processed.

            (e)  Serviceable property removed and to be reinstalled is properly identified, stored and controlled for eventual re-use.

            (f)  Adequate physical and record control exists to preclude GFP from entering commercial work.

            (g)  Locally fabricated items are promptly and properly processed in completion of fabrication for establishing accountability.

            (h)  Adequate control is maintained over raw stock (tubing, sheet metal, steel plate, etc.) in shop areas.

            (i)  Adequate control is maintained over scrap generated in shop areas (separate scrap procedures may be necessary).

            (j)  Rejected in process items are reviewed by appropriate personnel for possible rework or salvage recovery.

            (k)  Work order changes for cancellations are promptly acted upon in the shop to avoid unnecessary fabrication of un-needed items.

            (l)  Repair cycle items are routed to the repair shops or shipped to the depot repair activity within 5 work days.

            (m)  A new location symbol is entered on the property record of all quantities of a given line item is moved to a different location.

          (2)  External Movement:

            (a)  Contractor must have adequate facilities for shipment of Government property.  This includes a packing, packaging, and crating activity, fully equipped to handle all shapes, sizes and quantities of Government furnished property.

            (b)  Conveyor lines are established to process serviceable, reparable and condemned properties.

            (c)  The shipment holding area can accommodate temporary storage of large, bulky items awaiting shipment.

            (d)  Transportation Packing Orders (TPO) are on hand which explain the level and method of packing required by type of property.

            (e)  Shipping documentation (DD Form 1149 or DD Form 1348-1) is adequate.  Refer to Appendix E, Instructions for the Use, Completion, and Distribution of DD Form 1149, “Requisition and Invoice/Shipping Document”.  Records and files are auditable for tracing actions performed.

            (f)  Shipping documents receive proper distribution.

            (g)  Loss or damage or property is reported immediately to the Property Administrator.

            (h)  Government provided reusable containers and used packing materials are utilized to the maximum extent possible.

            (i)   Repair  cycle items identified on the depots’ critical items listing are expeditiously processed to the specialized repair centers.

         k.  Disposition:  The process of requesting disposition instructions and affecting the disposal of Government property (FAR 45.6).  An acceptable disposition program would adhere to the following practices:

            (1)  Items determined excess are promptly reported to the PLCO on inventory schedules (FAR 45.606).

            (2)  Written procedures describe the types of forms used, the method of preparation, the number of copies and the distribution (FAR 45.606).

            (3)  Items determined excess to contractual requirements are screened against the requirements of other continuing contracts prior to declaring the Government property excess.  When a requirement exists, the contracting officer is notified and approval is obtained prior to transfer.

            (4)  Excess GFP is reported to the PLCO on SF 1400 series, or DD Form 1342 (FAR 45.606).

            (5)  The method of reporting excesses include descriptions, quantities, costs and condition codes of the items.

            (6)  No disposition action on GFP is taken until written instructions are received from the PLCO.

            (7)  Excess property and/or residual inventories are transferred between contracts based on proper authorities from gaining and losing contracting officers.

            (8)  Declarations of excess shall receive contractor management review and approvals.

            (9)  Ensure that items declared excess are allocable to contract cited on the inventory schedule.

           (10)  Property should be disposed of within a reasonable time period (e.g. 15 days) after disposal instructions are received from the PLCO.

           (11)  A document control register is maintained by an unbroken sequence of numbers for all disposition actions.  All documents on the register must be accounted for in the files.

           (12)  Documentation on disposal action is complete and reflects authority, disposal action, date, property description, condition and quantity.

           (13)  Where automatic disposition instructions exist in contract’s Appendix B, contractor takes prompt action to dispose of property.  Dollar values of property shipped by destination, are reported to the PLCO.

           (14)  GFM stock positions are reviewed at intervals established by the contract’s Appendix B.

           (15)  GFP found to be excess or idle are reported as required.

           (16)  Where appropriate, applicable technical manuals, and service records are shipped with the piece of equipment.

           (17)  On transfer of equipment to Defense Reutilization and Marketing Officer (DRMO) the contractor assures that the identification and/or markings are removed, as required.

           (18)  Items disposed of though plant clearance are properly and accurately documented.

           (19)  Disposal of scrap material is accomplished according to approved scrap procedures.  (Consult PLCO).

           (20)  Appropriate records are maintained for scrap to provide basis for control by weight or other unit measure.
           (21)  Contractor has an adequate holding area for the segregation, classification and safeguarding of scrap and surplus property.
           (22)  Where sale of property is authorized, the proceeds are credited to the USG.
          l.  Utilization:  The process of establishing a level of use for each major item of equipment and recording the actual use.  Utilization records are required only for Industrial Plant Equipment (Reference FAR 45.509-2).  For major items of PE, APP, ST and STE, an annual study should be performed to evaluate use and justify continued retention of the equipment.  The maintenance of records and utilization review are usually joint responsibilities of the production and property management departments.  An acceptable utilization program would include:
            (1)  Written procedures are in effect to implement the instructions of FAR 45.509-2.
            (2)  Directions to company personnel that equipment will be used only for the purpose authorized by contract (not diverted to other use).
            (3)  A written determination that the degree of utilization justifies retention (annual certification) for each major item of equipment.
            (4)  Quantity of like items (substitute items included)  are not excess to current and foreseeable future needs.
            (5)  Usage of like major items is distributed evenly to prevent over-use of certain pieces of equipment resulting in premature breakdown.
            (6)  Items determined excess to program shall be reported to the PLCO within ten (10) workdays.
          m.  Maintenance:  The contractor shall be responsible for the proper care, maintenance and utilization of Government property.  The contractor’s maintenance program shall provide for written procedures which are consistent with sound industrial practices and the terms of the contract (FAR 45.509).  An adequate maintenance program would include the following sound industrial practices:
            (1)  Adequate facilities are available for the maintenance of powered and non-powered equipment.
            (2)  Technical publications are on hand and currently filed for each major item of equipment warranting a preventative maintenance program.  This includes parts, service and lubrication manuals.
            (3)  Maintenance (including calibration) records are established and maintained to reflect all actions scheduled and performed (including tech order modifications) materials used, man-hours expended and quality control certification.
            (4)  Maintenance schedules are established consistent with the frequencies established in technical publications.
            (5)  Maintenance is performed according to schedule.
            (6)  Program includes maintenance and preservation of equipment prior to shipment.
            (7)  Approval of the ACO is obtained prior to performing major repair, replacement or modification of equipment..
            (8)  Shop areas are furnished sufficient quantities of safety equipment to protect Government property.
            (9)  Equipment and/or accessories placed in temporary storage are properly tagged, preserved and protected from corrosive and contaminating elements.
          n.  Subcontractor Control:  The prime contractor is responsible for subcontract controls and should ensure the subcontractor initiates a system of control for GFP similar to the instructions and approved methods of the prime contractor (FAR 45.510).  Subcontracts may also include purchase orders for indefinite quantities of supplies and open ended service agreements which directly relate to line items on the prime contract.  Acceptable controls over the subcontractor would include:
            (1)  The subcontract or purchase order cites flowdown of FAR provisions of the prime contract regulating how GFP is to be furnished or acquired.
            (2)  U S Government personnel are allowed to make visits in association with the prime contractor’s personnel to review subcontractor’s control of Government property.
            (3)  The prime contractor must designate, in writing to the PA, which contractor will maintain responsibility for the official contract property accounting records.
            (4)  Prime contractor makes subcontractor’s written property control procedures and maintenance plan available to the PA.
            (5)  Prime contractor surveillance over Government property in possession of subcontractors is adequate.
            (6)  Prime contractor’s survey or audit findings and results shall be furnished to the PA.
            (7)  The written report indicates personnel performing the survey, the dates the survey was performed, method used, and conclusions reached.
          o.  Contract Property Close-Out.  The process of properly closing out the property elements of a contract.
            (1)  Relief of Responsibility:
              (a)  A final physical inventory shall be performed for disposal purposes (FAR 45.508-1).
              (b)  PLCO authorization is required for the transfer of property from a completed contract.
              (c)  LDD determinations and inventory adjustments must be resolved prior to contract close-out.
            (2)  Final Contract Review:
              (a)  Quantities on property records are all reduced to a zero balance on hand based on proper support documentation.
              (b)  All final reports have been submitted.
              (c)  The PA shall be notified when all records and documents are ready for final audit (FAR 45.511). Refer to the Attachment No. 1 “ Sample Close-out Certification Letter”.
          p.  Reports:  Basic contract provisions set forth the type, frequency and addresses of recurring and one-time reports.  Other reports may be called out in directives which are referenced in the contract, e.g., Report of Government (DoD) Facilities (Annual, as of 30 September) prepared and submitted on DD Form 1662 (DFARS 245.505-14).  The contractor’s reporting system should assure that:
            (1)  Government property reports are routed through the PA for forwarding to the appropriate addressee.
            (2)  Reports are complete and accurate.
            (3)  Reports are prepared and submitted on a timely basis as required by contractual provisions.


SAMPLE CLOSE-OUT CERTIFICATION LETTER

Reference Contract Number(s):

Referenced contract(s) is/are complete and a final property review has been made which included the following:
     a.  A physical inventory was made which was adequate for disposal purposes of all Government property applicable to the contract.
     b.  Inventory adjustment documents, including request for relief from responsibility, have been processed to completion.
     c.  All questions as to title to property fabricated or acquired under the contract have been resolved and appropriately documented.
     d.  Disposition of Government property has been properly accomplished and documented. 
     e.  Proceeds from disposals or other property transactions, including adjustments, have been property credited to the contract or paid to the Government as directed by the Contracting Officer/Plant Clearance Officer.
     f.  Government property records are complete, closed out, and ready for examination.
     g.  A zero balance DD Form 1662 is attached or was previously submitted to the Property Administrator on _______________________.

			Contractor: ___________________________________________
			Address: ______________________________________________
				  ______________________________________________
			Authorized Official’s Signature:___________________________
			                                             Title: ___________________________	
						   Date: ___________________________


				Attachment No. 1 
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