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APPENDIX A
ARMED SERVICES BOARD OF CONTRACT APPEALS
Effective 1 May 1962
Part 1—Charter

1. There is created the Armed Services Board of Contract Appeals which
is hereby designated as the authorized representative of the Secretary of De-
fense, the Secretary of the Army, the Secretary of the Navy and the Secretary
of the Air Force, in hearing, considering and determining as fully and finally
as might each of the Secretaries appeals by contractors from decisions of
contracting officers or their authorized representatives or other authorities on
disputed questions. These appeals may be taken (a) pursuant to the provisions
of contracts requiring the decision of appeals by the Secretary of Defense or
by a Secretary of a Military Department or their duly authorized representa-
tive or board, or (b) pursuant to the provisions of any directive whereby the
Secretary of Defense or the Secretary of a Military Department has granted a
right of appeal not contained in the contract. The Board shall operate under
general policies established or approved by the Assistant Secretary of Defense
(Installations and Logistics).

2. Membership of the Board shall consist of qualified attorneys who have
been admitted to practice before the highest court of any State or the District
of Columbia. There shall be appointed from members of the Board a chairman
and two vice-chairmen. Appointment of the chairman and vice-chairmen and
other members of the Board shall be made jointly by the Assistant Secretary
of Defense (I&L) and the Assistant Secretaries of the Military Departments
responsible for procurement. The chairman and vice-chairmen shall serve
in that capacity for a two-year term unless sooner removed or reappointed for
an additional term or terms. The Assistant Secretaries will also designate
the order in which the two vice-chairmen will act for the chairman in his
absence. In the absence of a vice-chairman, the chairman or acting chairman
will designate a member of the Board to serve as a temporary vice-chairman.

3. It shall be the duty and obligation of the members of the Armed Services
Board of Contract Appeals to decide appeals on the record of the appeal to the
best of their knowledge and ability in accordance with applicable contract
provisions and in accordance with law and regulation pertinent thereto.

4. The chairman of the Board shall be responsible for establishing ap-
propriate divisions of the Board in such manner as to provide for the most
effective and expeditious handling of appeals. He shall be responsible for
assigning appeals to the divisions for decision without regard to the Military
Department or other procuring agency which entered into the contract involved.
A division may consist of one or more members of the Board. A majority of the
members of a division shall constitute a quorum for the transaction of the
business of the division and the decision of a majority of the division shall
constitute the decision of the Board provided that the chairman and two vice-
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[ chairmen jointly signify their approval of the decision. If a majority of the
members of a division are unable to agree on a decision, or if the chairman or
one or more of the vice-chairmen do not signify approval of the decision, de-
termination of the appeal shall be made by the chairman and vice-chairmen. A
decision by a majority of those individuals will constitute the decision of
the Board. On request of the appellant, an appeal involving $5,000 or less
shall be decided under accelerated procedures as provided by the Rules of
the Board.

5. When an appeal is taken pursuant to a disputes clause in a contract
which limits appeals to disputes concerning questions of fact, the Board may
nevertheless in its discretion hear, consider, and decide all questions of law
necessary for the complete adjudication of the issue. When in the considera-
tion of an appeal it appears that a claim is involved which is not cognizable
under the terms of the contract, the Board may, insofar as the evidence per-
mits, make findings of fact with respect to such a claim without expressing
an opinion on the question of liability.

6. When a contract requires the Secretary of Defense or the Secretary of
a Military Department, personally, to render a decision on the matter in dis-
pute, the Armed Services Board of Contract Appeals, in accordance with the
procedure set forth in paragraph 4, shall make findings and recommendations
to the appropriate Secretary with respect thereto.

7. The Board shall have all powers necessary and incident to the proper
performance of its duties. Subject to the approval of the Assistant Secretary
of Defense (I&L) and the Assistant Secretaries of the Military Departments re-
sponsible for procurement, the Board shall adopt its own methods of procedure,
and rules and regulations for its conduct and for the preparation and presenta-
tion of appeals and issuance of opinions. The Military Departments and other
procuring agencies of the Department of Defense shall provide legal personnel
to prepare and present the contentions of the departments or agencies in rela-
tion to appeals filed with the Board. It shall not be necessary for the Board,
unless it otherwise desires, to communicate with more than one trial attorney
in each of the departments or agencies concerning the preparation and presenta-
tion of appeals and the obtaining of all records deemed by the Board to be per-
tinent thereto.

8. Any member of the Board or any examiner, designated by the chairman
of the Board, shall be authorized to hold hearings, examine witnesses, receive
evidence and argument, and report the evidence and argument to the designated
division for consideration and determination of the appeal.

9. The chairman shall be responsible for the internal organization of
the Board and for its administration. He shall provide within approved ceilings
for the staffing of the Board with non-member personnel, including hearing ex-
aminers, as may be required for the performance of the functions of the Board.
The chairman shall appoint a recorder of the Board. Such personnel shall be
responsible to and shall function under the direction, supervision and control

l ' of the chairman.
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10. Financing of the operations of the Board as authorized herein will be
provided through the use of the Navy Management Fund in accordance with
Department of Defense Regulations Covering the Operation of Management
Funds.

11. The chairman of the Board will furnish to the Secretary of Defense
and to the Secretaries of the Military Departments by July 31 of each year a
report containing an account of the Board’s transactions and proceedings for
the preceding fiscal year. Within 30 days following the close of a calendar
quarter, the chairman shall forward a report of the Board’s proceedings for the
quarter to the Assistant Secretary of Defense (I&L), the Assistant Secretaries
of the Military Departments responsible for procurement, and to the Director
of the Defense Supply Agency. Such reports shall disclose the number of
appeals received, cases heard, opinions rendered, current reserve of pending
matters, and such other information as may be required.

12. The Board shall have a seal bearing the following inscription: ‘“‘Armed
Services Board of Contract Appeals”. This seal shall be affixed to all authen-
tications of copies of records and to such other instruments as the Board may
determine.

13. All appeals pending before the Board under the ‘“Charter for the
Armed Services Board of Contract Appeals’’, which became effective on 1
February 1959, shall continue to be subject to the jurisdiction of the Board as
established hereunder.

14. This charter will become effective 1 May 1962.

ELVIS J. STAHR, jr.
Secretary of the Army
FRED KORTH
Secretary of the Navy
EUGENE M. ZUCKERT
Secretary of the Air Force
APPROVED:
ROSWELL GILPATRIC
Deputy Secretary of Defense
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Part 2—Rules A5,
Preface to Rules

The Armed Services Board of Contract Appeals is the authorized repre-
sentative of the Secretaries of the Army, Navy, and Air Force in hearing,
considering and determining as fully and finally as might each of the Secretaries:

(a) Appeals by contractors from decisions on disputed ‘'questions by
contracting officers or their authorized representatives or by other authorities
pursuant to the provisions of armed services contracts requiring the deter-
mination of appeals by the head of a Department of the armed services or
by his duly authorized representative or board, or pursuant to the provisions
of any directive whereby the Secretary of a Department of the armed services
has granted a right of appeal not contained in the contract;

(b) Appeals by armed services contractors pursuant to section 13(c) (1) (i)
and section 17(c) of the Contract Settlement Act of 1944.

When an appeal is taken pursuant to a disputes clause in a contract which
provides only for appeals from decisions on questions of fact, the Board may,
in its discretion, hear, consider, and decide all questions of law necessary for
the complete adjudication of the issue. Unless the contract provides atherwise,
when in the consideration of an appeal it appears that a claim for unliquidated
damages is involved therein, the Board, insofar as the evidence permits, makes
findings of fact with respect to such claims without expressing opinion on
questions of liability.

When a contract requires the Secretary of a Department of the armed
services personally to render a decision on the matter in dispute, the Board
submits its findings and recommendations to the Secretary of the Department.

There are three panels of the Board: the Army, Navy, and Air Force panels.
In general, appeals are assigned for decision to the panel of the Department
whose contract or procurement is directly involved. Each of the panels acts
in divisions, which normally consist of three or more members of the panel.
Hearings may be held by a division, by a designated member, or by a duly
authorized examiner. The decision of a majority of a division constitutes the
decision of the panel and of the Board; provided, that all three panel chairmen
signify that in their opinion a review by the three panel chairmen is not required.
If a majority of the members of a division do not agree upon a decision, or if
one or more of the panel chairmen do not waive review, determination of the
appeal is made by a majority of the three panel chairmen. However, on request
of the appellant and subject to the concurrence of the Department concerned,
an appeal involving $5,000 in amount or less may be decided by a single member
of the Board subject to such concurrence by a division or panel of the Board as
the Department concerned may direct.

Scope of Rules

1. Except to the extent otherwise provided pursuant to Rule 31 (Optienal
Accelerated Procedure for Cases Involving $5,000 in Amount or Less), Rules
2 through 30 govern the procedure in all cases before the Board. They shall
be construed for the purpose of securing just and inexpensive determination
of appeals without unnecessary delay. All pleadings provided for heremmder
shall be so construed as to do substantial justice.
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Proceedings Preliminary to Hearings

2. Appeals, how taken. Notice of an appeal must be in writing, and the
original, together with two copies, may be filed with the contracting officer
from whose decision the appeal is taken. The notice of appeal must be mailed
or otherwise filed within the time specified therefor in the contract or allowed
by applicable provision of directive or law.

3. Notice of appeal, contents of. A notice of appeal should indicate that
an appeal is thereby intended, and should identify the contract (by number),
the department and agency or bureau cognizant of the dispute, and the deci-
sion from which the appeal is taken. The notice of appeal should be signed
personally by the appellant (the contractor making the appeal), or by an
officer of the appellant corporation or member of the appellant firm, or by
the contractor’s duly authorized representative or attorney. The complaint
referred to in Rule 5 may be filed with the notice of appeal.

4. Duties of contracting officer. When a notice of appeal in any form
has been received by the contracting officer he shall endorse thereon the date
of mailing or the date of receipt if otherwise filed and within 10 days shall
forward the notice of appeal, and the complaint if filed therewith, to the
Board. The contracting officer shall promptly thereafter compile and trans-
mit to counsel for the Government copies of all documents pertinent to the
appeal, including the following:

(1) The findings of fact and the decision from which the appeal is taken,
and the letter or letters or other documents of claim in response to which the
decision was issued;

(2) The contract and pertinent plans, specifications, amendments, and
change orders;

(3) Correspondence between the parties and other data pertinent to the
appeal;

(4) Transcripts of any testimony taken during the course of the proceed-
ings on the matter in dispute prior to the filing of the notice of appeal with
the Board;

(5) Such additional information as the contracting officer may consider
material.

When the Board has received the original notice of appeal the Board will
promptly so advise the contractor and the contracting officer, and will forward
to the contractor a copy of these rules. [Note: Attention is invited to Rule 31,
below, providing an Optional Accelerated Procedure for cases involving $5,000
in amount or less. It is the duty of the contracting officer to advise the con-
tractor of the Optional Accelerated Procedure in connection with an appeal
involving $5,000 in amount or less.]

5. Complaint. Within 30 days after receipt of notice of docketing by the
Board of the appeal, or within such longer period of time as may be allowed by
the Board, the appellant shall file with the Board, if not previously filed with the
notice of appeal, a complaint setting forth simple, concise and direct statements
of each of his claims showing that he is entitled to relief including the dollar
amount claimed. If the amount claimed involves $5,000 or less, he may, in his
complaint, request that the appeal be handled under the Optional Accelerated
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Procedure (Rule 31). Each claim shall be stated with as much particularity
as is practical. No technical form is required, but each claim should be sep-
arately identified. Documentary evidence in support of claims may be filed
as exhibits to the complaint. All documents filed as exhibits to the complaint
shall be plainly listed and identified in the complaint. An original and three
copies of the complaint shall be filed. Upon receipt thereof the recorder of the
Board shall serve a copy of the complaint on counsel for the Government.

6. Answer. Within 60 days after service of the complaint, or within such
longer period of time as may be allowed by the Board, counsel for the Govern-
ment shall prepare and file with the Board an answer thereto. The answer
shall set forth simple, concise, and direct statements of the Government’s de-
fenses to each claim asserted by appellant. Each defense shall be stated with
as much particularity as is practical. Defenses which go to the jurisdiction of
the Board may be included in the answer, or may be raised by motion pursuant
to the provisions of Rule 10. If the appellant requests recourse to the Optional
Accelerated Procedure (Rule 31), the answer shall contain a statement as to
whether such request is concurred in by the Department concerned. Counsel
for the Government shall at the same time file with the Board the following
documents, which shall be plainly listed and identified:

(1) The findings of fact if any and the decision from which the appeal is
taken, and the letter or letters or documents of claim in response to which the
decision was issued by the contracting officer;

(2) The contract and pertinent plans, specifications, amendments, and
change orders.

Documentary evidence in support of the Government’s defenses may be
filed as exhibits to the answer. All documents filed as exhibits to the answer
shall be plainly listed and identified in the answer. An original and three
copies of the answer shall be filed with the Board. Upon receipt thereof the
Recorder shall serve a copy of the answer on appellant or his attorney.

7. Appeal file; inspection of file. The notice of appeal, the complaint and
exhibits attached thereto, the answer and exhibits attached thereto, and the
documents required to be filed therewith pursuant to Rule 6, all papers filed by
the parties with the Board pursuant to these rules, and all correspondence ex-
changed between the Board and the parties or their attorneys shall constitute
the appeal file, which shall be available for inspection by appellant and Govern-
ment counsel at the offices of the Board. Prior arrangements for inspection of
the file should be made with the recorder of the Board.

8. Amendments of pleadings. At any time before oral hearing or before
submission of a case by the parties without an oral hearing the Board in its dis-
cretion may permit a party, within the proper scope of the appeal, to amend its
complaint or answer, upon conditions just to both parties. The Board upon
its own initiative or upon application by a party may, in its discretion, order a
party to make a more definite statement of its complaint or answer, or to reply
to an answer. When issues within the proper scope of the appeal but not raised
by the complaint and answer are tried by express or implied consent of the
parties, they shall be treated in all respects as if they had been raised therein.
Such amendment of the complaint and answer as may be necessary to cause
them to conform to the evidence may be made upon motion at any time, even
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after decision, but failure so to amend does not affect the result of the trial of
these issues. If evidence is objected to at the hearing on the ground that it is
not within the issues made by the complaint and answer, the hearing member
or examiner may allow the pleadings to be amended within the proper scope of
the appeal and shall do so freely when the presentation of the merits of the action
will be served thereby and the objecting party fails to satisfy the hearing mem-
ber or examiner that the admission of such evidence would prejudice him in
maintaining his case or dcfense upon the merits. The hearing member or
examiner may, however, grant a continuance to enable the objecting party to
meet such evidence.

9. Trial briefs. The Board in its discretion may order the submission of
trial briefs prior to assignment of a case for oral hearing.

10. Motions to dismiss. Defenses which go to the jurisdiction of the
Board may be raised by motion. Filing of motions to dismiss for lack of
jurisdiction shall not be unreasonably delayed. The Board, however, has the
right at any time to recognize its lack of authority to proceed in a particular
case. Motions to dismiss for lack of jurisdiction shall, on application of either
party, be heard and determined before oral hearing on the merits unless the
Board orders that determination of the motion be deferred pending oral hearing
on both the merits and the motion.

11. Failure to state a case. In the event, after completion of the plead-
ings, the Board finds that appellant has failed to state a case on which any
relief could be granted by the Board, the Board may give notice to appellant
to show cause why the appeal should not be dismissed on the ground that no
useful purpose would be served by setting the case for oral hearing on the merits.
Appellant, in such event, will be afforded the opportunity to be heard orally
for the purpose of showing cause why the appeal should not be dismissed on
that ground, and if appellant so desires to move to amend the complaint,
within the proper scope of the appeal. If the Board thereafter finds appellant
has failed to show cause, and finds that the complaint, with such amendments
as may be offered by appellant, fails to state a case on which the Board could
grant relief, the appeal shall be dismissed.

12. Depositions. Depositions which a party desires to take for the
purpose of offering in evidence shall be taken in accordance with the procedure
set forth in Appendix to the rules.

13. Interrogatories to parties; inspection of documents; admission of
facts. Under appropriate circumstances, but not as a matter of course, the
Board will entertain applications for permission to serve written interrogatories
upon the opposing party, applications for an order to produce and permit
the inspection of designated documents, and applications for permission to
serve upon the opposing party a request for the admission of specified facts.
Such applications shall be received and approved only to the extent and upon
such terms as the Board in its discretion considers to be consistent with the
objectives of securing just and inexpensive determination of appeals without
unnecessary delay, and essential to the proper pursuit of that objective in
the particular case.
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14. Prehearing conferences. In any case the Board in its discretion, upon
its own initiative or upon the application of one of the parties, may call upon
the parties or their attorneys or representatives to appear before a member
or examiner of the Board for a conference to consider:

(1) The simplification of the issues.

(2) The necessity or desirability of amendments to the pleadings;

(3) The possibility of obtaining admissions of fact and of documents
which will avoid unnecessary proof;

(4) The limitation of the number of expert witnesses;

(5) Such other matters as may aid in the disposition of the appeal.

The presiding member or examiner, at the conclusion of such a conference,
shall make such order as in his discretion is found to be appropriate with ref-
erence to action taken at the conference, amendments allowed or to be made
to the pleadings, agreements made by the parties as to any of the matters con-
sidered, and limitation of issues for trial.

15. Service of papers. Service of papers in all proceedings pending
before the Board may be made personally, or by mailing the same in a sealed
envelope, certified, return receipt requested, with postage prepaid, addressed
to the party upon whom service shall be made, and the date of the certified
receipt shall be the date of service. Waiver of the service of any papers may
be noted thereon or on a copy thereof, or on a separate paper, signed by the
parties or their attorneys and filed with the Board. When any party has
appeared by attorney, service upon the attorney will be deemed proper service
upon such party.

Hearing

16. Where and when held. (a) Hearings will be held at the office of the
Board in Washington, D.C., unless it is otherwise ordered by the Board.
Hearings will not ordinarily be held elsewhere, but if a request therefor is
seasonably made and good cause therefor appears, the Board may order a
hearing to be held at another location. (For hearings under the Optional Ac-
celerated Procedure, see Rule 31.)

(b) Hearings will be scheduled at the discretion of the Board with due
consideration to the regular order of appeals and other factors. However, on
request or motion of either party the Board, in its discretion, may advance the
hearing for good cause shown.

17. Notice of hearings. Appellant and Government counsel shall be given
at least 15 days’ notice of the time and place of hearing.

18. Submission without a hearing. If either party does not wish to appear
or be represented at a hearing, the Board shall be so advised. A party who so
advises the Board may submit a brief within 20 days after the date assigned
for the hearing, or within such other period of time as may be allowed by the
Board. If both parties advise the Board that an oral hearing is not desired,
briefs may be submitted by the parties within such period of time as may be
allowed by the Board. (For submission on the record under the Optional Ac-
celerated Procedure see Rule 31.)
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19. Absence of parties or counsel. The unexcused absence of a party or
his authorized representative at the time and place set for the hearing will not
be the occasion for delay. In such event the hearing will proceed and the case
will be regarded as submitted by the absent party.

20. Nature of hearings. Hearings shall be as informal as may be reason-
ably allowable and appropriate under all the circumstances. Appellant and
Government counsel may offer at a hearing on the merits such relevant evidence
as they deem appropriate and as would be admissible under the generally ac-
cepted rules of evidence applied in the courts of the United States in nonjury
trials, subject, however, to the exercise of reasonable discretion by the presiding
member or examiner in supervising the extent and manner of presentation of
such cvidence. Letters or copies thereof, affidavits, or other evidence,not
ordinarily admissible under the generally accepted rules of evidence, may be
received in evidence at the discretion of the presiding member or examiner.
The weight to be attached to evidence presented in any particular form will
be determined by the Board in the exercise of reasonable discretion under all
the circumstances of the particular case. Stipulations of fact agreed upon by
the partics may be regarded and used in evidence at the hearing. The parties
may stipulate the testimony that would be given by a witness if the witness
were present. The Board may, however, in any case, require additional
evidence.

21. Examination of witnesses. Witnesses before the Board will be examined
orally under oath or affirmation, unless the facts are stipulated or the Board
member or examiner shall otherwise order. If the testimony of a witness is
not given under oath the Board may, if it seems expedient, warn the witness
that his statements may be subject to the provisions of Title 18, United States
Code, sections 287, 1001; section 19 of the Contract Settlement Act of 1944
(41 U.S.C. 119), and any other provisions of law imposing penalties for know-
ingly making false representations in connection with claims against the United
States or in any matter within the jurisdiction of any department or agency
thereof.

2%, Copies of papers. When books, records, papers, or documents have
been received in evidence, a true copy thereof or of such part thereof as may
be material or relevant may be substituted therefor, during the hearing or at
the conclusion thereof.

23. Briefs. All briefs shall be filed within 20 days after conclusion of the
hearing, or within such other period of time as may be allowed by the Board.

24. Transcript of proceedings. Testimony and argument at hearings shall
be reported verbatim, unless the Board otherwise orders except that under the
Optional Accelerated Procedure the stenographic record will not be transcribed
unless requested by either of the parties. Transcripts of the proceeding shall
be supplied to the parties at such rates as may be fixed by contract between the
Board and the reporter. If the proceedings are reported by an employee of the
Government, the appellant may receive transcripts upon payment to the Gov-
ernment at the same rates as those set by contract between the Board and the
independent reporter.
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25. Withdrawal of exhibits. After a decision has become final the Board
may, upon request and after notice to the other party, in its discretion permit
the withdrawal of original exhibits, or any part thereof, by the party entitled
thereto. The substitution of true copies of exhibits or any part thereof may be
required by the Board in its discretion as a condition of granting permission for
such withdrawal.

Representation

26. The contractor. An individual appellant may appear before the Board
in person, a corporation by an officer thereof, a partnership or joint venture by a
member thereof, or by an attorney at law duly licensed in any State, Common-
wealth, Territory, or in the District of Columbia. The Board may authorize a
contractor to appear by a duly authorized representative other than those
mentioned in a special case, but for the purposes of that case only.

27. Status of Government counsel. Government counsel designated by
the various departments to represent the departments, agencies, and bureaus
cognizant of the disputes brought before the Board may in accordance with their
authority represent the interests of the Government before the Board. They
shall file notices of appearance with the Board, and notice thereof will be given
appellant or his attorney in the form specified by the Board from time to time.
Government counsel may, when it appears to them that there are questions of
fact as to which there is no substantial controversy, agree with appellant or his
attorney as to such facts by written stipulation or otherwise. Whenever at any
time it appears that appellant and Government counsel are in agreement as to
disposition of the controversy, the Board may suspend further processing of the
appeal in order to permit reconsideration by the contracting officer: provided,
however, that if the Board is advised thereafter by either party that the con-
troversy has not been disposed of by agreement the case shall be restored to the
Board’s calendar for hearing without loss of position.

Decisions

28. (a) Decisions of the Board will be made in writing and authenticated
copies thereof will be forwarded simultaneously to both parties. The rules
of the Board and all final orders and decisions (except those required for good
cause to be held confidential and not cited as precedents) shall be available to
public inspection at the offices of the Board in Washington, D.C.

(b) Under the Optional Accelerated Procedure the decision shall be as
brief as the circumstances permit and will ordinarily state only a summary
of the facts and issues and the conclusions of the Board member. Such deci-
sion will not be published or distributed except to the parties and will not be
regarded or cited as precedent for future cases. The Board member will also
prepare a written memorandum of the basis for his decision which will not be
published or distributed. Such memorandum will be available for examination
by the parties.

Motions for Reconsideration

29. A motion for reconsideration, if filed by either party, shall set forth
specifically the ground or grounds relied upon to sustain the motion, and shall
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be filed within 30 days from the date of the receipt of a copy of the decision of
the Board by the party filing the motion.

Definitions

30. (a) As used in these rules the term “contracting officer” includes any
officer or other authority whose decision may be reviewed by the Board pur-
suant to the Board’s charter.

(b) As used in these rules the term ‘“Board’’ means the full Board, presi-
dent of the Board, panel, chairman of a panel, member, or examiner, as may
be appropriate, except that in Rule 11 the term “Board’’ refers to action of
the Board by written decision in accordance with the procedures set forth in
the Board’s charter.

31. Optional accelerated procedure for cases involving $5,000 in amount
or less. An appeal involving $5,000 in amount or less shall be processed under
this rule at the request of the appellant, subject to the concurrence of the
Department concerned. Under this rule:

(a) The appeal will be decided by a single member of the Board, desig-
nated by the chairman of the panel concerned, who shall have for this purpose
all the authority and power of the full Board to hear, consider, determine and
reconsider the matter, subject to such concurrence by a division or pancl as
the Department concerned may direct.

(b) The appeal shall be deemed submitted for decision on the record
unless the appellant or the Government, within 10 days after receipt of the
Government’s answer by the appellant, requests the Board to schedule an
oral hearing.

(¢) Such oral hearing shall be fixed at such time and place as shall be
agreeable to the parties and to the chairman of the panel concerned, taking
into consideration any request therefor of the appellant.

(d) For the purpose of this rule, the amount involved in an appeal shall
be the difference between the amount of the appellant’s claim as stated in his
complaint and the amount, if any, determined by the decision from which
the appeal is taken.

(e) If the Board member assigned to the case under this rule determines
that the amount involved exceeds or may exceed $5,000, the parties shall be
so informed, and the appeal shall be disposed of in accordance with Rules 2-30,
inclusive. The determination so made shall be final and conclusive.

Iffective Date and Applicability

32. These revised rules shall take effect on the first day of the second
month following the month in which they are approved by the cognizant
Assistant Secretaries of the Department of the Army, Department of the Navy
and the Department of the Air Force. Except as otherwise directed by the
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Board, these rules shall not apply to appeals which have been docketed prior
to their effective date.
Approved this 31st day of December 1958.

F. H. HIGGINS
Assistant Secretary of the Army (Logistics)

F. A. BANTZ
Assistant Secretary of the Navy (Material)

DUDLEY C. SHARP
Asststant Secretary of the Air Force (Materiel)
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Depositions

1. When Depositions May Be Taken. After an appeal has been docketed
by the Board either party may take the testimony of any person by deposition
upon oral examination or written interrogatories for use as evidence in the
appeal proceedings.

2. Before Whom Taken. Depositions to be offered in evidence before the
Board may be taken before and authenticated by any person authorized by
the laws of the United States, or by the laws of the place where the deposition
is taken, to administer oaths.

3. Written Interrogatories. (a) A party desiring to take the deposition
of any person upon written interrogatories shall serve them upon the opposite
party with a notice stating the name and address of the person who is to
answer them and the name or descriptive title and address of the person before
whom the deposition is to be taken. Within 15 days thereafter the party so
served may serve cross interrogatories upon the party proposing to take the
deposition.

(b) A copy of the notice and copies of all interrogatories served shall be
delivered by the party taking the deposition to the person designated in the
notice who should proceed promptly to take the testimony of the witness in
response to the interrogatories.

4. Oral Interrogatories. When either party desires to take the testimony
of any person by deposition upon oral examination, unless the parties stipu-
late as to the time and place where the deposition is to be taken and the name
of the person before whom it is to be taken and the name and address of the
witness, such party shall give the opposite party at least 15 days’ written
notice of the time and place where such deposition will be tuken and the name
and address and official title of the person before whom it is proposed to take
the deposition, and the name and address of the witness.

5. Form and Return of Deposition. Each deposition should show the
docket number and the caption of the proceedings, the place and date of tak-
ing, the name of the witness, and the names of all persons present. The per-
sons taking the deposition shall certify on the deposition that the witness was
duly sworn by him and that the deposition is a true record of the testimony
given by the witness, and shall enclose the original deposition and exhibits in
a sealed packet with postage and other transportation prepaid and forward
same to the Recorder, Armed Services Board of Contract Appeals.

6. Introduction in Evidence. Either party to the appeal may offer depo-
sitions in evidence. The entire deposition must be offered unless otherwise
stipulated by the parties or directed by the Board.
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APPENDIX B

MANUAL FOR CONTROL OF GOVERNMENT PROPERTY IN
POSSESSION OF CONTRACTORS

Part I—Introduction

B-101 Scope of Manual. This Manual sets forth basic requirements to
be observed by the Military Departments, for establishing and maintaining
control over Government property furnished to or acquired by contractors
pursuant to the terms of their contracts.

B-102 Applicability of Manual. This Manual applies to all types of

contracts, leases and bailments pursuant to which Government property is
{ furnished to or acquired by a contractor.

B-103 Definitions. As used in this Manual, the following terms have the
meanings shown.

B-103.1 Contract administrator means the individual duly designated by

- appropriate authority in the Military Departments to administer the contract.
In the case of the Army, Air Force, and the Defense Supply Agency, usually this
is a contracting officer; and in the Navy, usually this is the authorized repre-
sentative of the contracting officer having administrative cognizance over the
contract.

B-103.2 Property administrator means the Government representative
responsible to the contract administrator for:

(1) reviewing and approving the contractor’s property control
procedures;

(ii) examining the records maintained by the contractor of Government
property;

(ili) making usage analyses of Government property; and

(iv) the maintenance of such Government property records as are
required by this Manual.

B-103.3 Government property means all property owned by or leased to
the Government, or acquired by the Government under the terms of a contract;
except that property to which the Government has acquired a lien or title
solely as a result of partial, advance or progress payments shall not for the
purpose of this Manual be classified as Government property. With this
exception, Government property includes both Government-furnished property
and contract-acquired property, as defined below:

(1) Government-furnished property is property in the possession of or
acquired directly by the Government and subsequently delivered
or otherwise made available to the contractor; and

(i1) Contractor-acquired property is property procured or otherwise pro-
vided by the contractor for the performance of a contract, pursuant
to the terms of which title is vested in the Government. The term
“provide,” as used in the context of such phrases as ‘‘Government
property provided to the contractor” and “Government-provided
property,” is intended to include both Government-furnished
property and contractor-acquired property.

B-103.4 Industrial facility means property, other than material and special
tooling, of use for the performance of a contract or subcontract, including real
property and rights therein, buildings, structures, improvements, and plant
equipment.
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B-103.5 Industrial property, as distinguished from military property,
means any contractor-acquired or Government-furnished property, including
materials, special tooling, and industrial facilities furnished or acquired in the
performance of a contract or subcontract.

B-103.6 Real property, for purposes of accounting classification, means
(i) land and rights therein, (ii) utility distribution systems, and (iii) buildings,
structures, and improvements thereto, excluding plant equipment.

B-103.7 Utility distribution system means a system (including distribution
and transmission lines, substations, and installed equipment forming an integral
part of the system), by which gas, water, steam, electricity, sewerage, or other
utility services are transmitted between (i) the outside of the building or struc-
ture in which the services are used, and (ii) the point of origin or disposal, or
the connection with some other system. For the purpose of this Manual it
does not include communication services.

B-103.8 Plant equipment means personal property of a capital nature
(con51st1ng of machinery, equipment, furniture, vehicles, machine tools, and
accessory and auxiliary items, but excluding special tooling) used or capable of
use in the manufacture of supplies or in the performance of services or for any
administrative or general plant purpose.

B-103.9 Mainor plant equipment means an item of plant equipment having
a unit value of less than $200 and other plant equipment, regardless of cost,
when so designated by the Government.

B-103.10 Production equipment means those items of plant equipment
located within a manufacturing, processing, assembly or service establishment
and used for cutting, abrading, grinding, shaping, forming, joining, measuring,
testing, heating or treating production materials or work in process.

B-103.11 Machine tools mean those items of production equipment which
are power-driven, nonportable machines used for cutting, abrading, grinding,
shaping or forming metal.

B-103.12 Accessory item means an item which facilitates or enhances the
operation of plant equipment but which is not essential for its operation, such
as remote control devices.

B-103.13 Auxiliary item means an item without which the basic unit of
plant equipment cannot operate, such as motors for pumps and machine tools.

B-103.14 Special tooling means all jigs, dies, fixtures, molds, patterns,
special taps, special gauges, special test equipment, other special equipment
and manufacturing aids, and replacements thereof, acquired or manufactured
by the contractor for use in the performance of a contract, which are of such
a specialized nature that, without substantial modification or alteration, their
use is limited to the production of such supplies or parts thereof, or the perform-
ance of such services, as are peculiar to the needs of the Government. The
term does not include: (i) items of tooling or equipment acquired by the con-
tractor prior to the contract, or replacements thereof, whether or not altered
or adapted for use in the performance of the contract, (ii) consumable small
tools, or (iii) general or special machine tools, or similar capital items.

B-103.15 Material means property which may be incorporated into or at-
tached to an end item to be delivered under a contract or which may be con-
sumed or expended in the performance of a contract. It includes, but is not
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limited to, raw and processed material, parts, components, assemblies, and
'small tools and supplies which may be consumed in normal use in the per-
formance of the contract.

B-103.16 Salvage means property recoverable for further use or which
because of its worn, damaged, deteriorated, or incomplete condition, or special-
ized 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.

B-103.17 Scrap means property that has no reasonable prospect of being
sold except for the recovery value of its basic material content.

B-103.18 Property account means the official records of the Government
property provided to a contractor by a Department, which are established and
maintained under the provisions of this Manual. Separate property accounts
will be maintained either on an individual contract basis or contractor basis.

B-103.19 Stock record means a perpetual inventory form of record which
shows, by nomenclature, the quantities received and issued, and the balances
on hand.

[Next page is B5]
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B-200 Scope of Part. This Part sets forth (i) the duties and responsi-
bilities of Government representatives and contractors charged with the con-
trol of Government property, (ii) the sources from which Government property
may be received or acquired, and (iii) the manner in which Government
property will be controlled, both physically and administratively.

B-201 Duties and Responsibilities of the Contract Administrator with
Respect to the Control of Government Property.

(a) The function of the contract administrator with respect to the con-
trol of Government property is to insure that the contractor complies with
the provisions of the contract and this Manual pertaining to Government
property and that the Government’s interests therein are fully protected at
all times. He shall require the contractor to (i) exercise reasonable care and
proper usage of all Government property, (ii) establish and maintain adequate
records therefor, and (iii) maintain controls that will assure the recording of
all debits and credits to the property record as hereinafter defined.

(b) It is incumbent upon the contract administrator to familiarize himself
with the provisions of this Manual and the contract involved.

(c¢) He shall require the contractor to correct all deficiencies in complying
with the provisions of the contract and this Manual pertaining to Government
property.

(d) He shall take proper action with respect to recommendations of the
property administrator relating to usage or control of Government property.

(e) He shall make appropriate written findings with respect to the con-
tractor’s liability for Government property lost, damaged, destroyed, or un-
reasonably consumed in production, as may be required by this Manual.

B-202 Designation of Property Administrator.

(a) A property administrator shall be designated for each Government
contract involving Government property. In appropriate cases the contract
administrator may be assigned the additional duty of property administrator.
An assistant property administrator may be appointed for specific contracts.
The property administrator will not be required to post a bond by virtue of
the duty as property administrator.

(b) It is the policy of the Department of Defense that a single property
administrator shall be designated for all Department of Defense contracts
performed at one location by a contractor. Within each Military Department,
responsibility for the direction, administration, and review of the property
administration interchange program shall be assigned to a single office at the
Department level. This office, designated to direct and administer the pro-
gram, shall have the following responsibilities:

(1) Implementation of pertinent Department of Defense directives,
instructions, and regulations. .

(2) Review of field contract administration activities for compliance with
Department of Defense and Departmental directives pertinent to the property
administration interchange program.

(3) Resolution of intra-departmental interchange problems.

(4) Resolution of inter-departmental interchange problems.

(¢) Property administration interchange agreements shall be negotiated
only by those offices administering current contracts or orders with the
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contractors. Property administration interchange agreements shall be effected
at the field level between representatives of the procuring activities having con-
tract administration responsibility. In formulating such agreements, the fol-
lowing factors, among others, shall be considered :

(1) Comparative value and types of Government property in the pos-
session of the contractor and the Government property yet to be provided under
Government contracts.

(2) Existence of a resident property administrator or accessibility ol an
itinerant property administrator.

(3) Other contract administration functions which may have a bearing
on property administration such as quality control, industrial mobilization
planning and audit cognizance.

(d) Based on the above factors, when two or more offices are equally con-
cerned with property administration at a contractor’s location, that office which
has contracts or orders that indicate the greatest continuous duration of future
interest in Government property shall be given primary consideration for prop-
erty administration cognizance. When all contracts or orders of the Depart-
ment designated to perform property administration have been completed at
a contractor’s location, that Department shall cecase to have cognizance at
that location unless all military contracts providing for Government property
are scheduled to expire within a succeeding three-month period. When all
contracts or orders of the Department designated to perform property adminis-
tration have been completed at a contractor’s location where other Departments
continue to perform contracts or orders which are not scheduled to expire
within a succeeding three-month period, property administration cognizance
shall be determined by negotiation between those Departments which continue
to perform contracts or orders providing for Government property with the
suppliers. When a Department that previously had no contracts at a con-
tractor’s location at the time the existing property administration interchange
agreement was made acquires a contract providing for Government property
of greater continuous duration of future interest than those involved in the
existing agreement, the cognizance agreement shall be reviewed and either
confirmed or revised by a new agreement.

(¢) When the Departments are unable to reach property administration
interchange agreements, those unresolved property administration assignments
shall be referred to the Assistant Sccretary of Defense (Supply and Logistics)
for resolution.

(f) Property administration functions required by the Armed Services
Procurement Regulation will be performed by the designated property adminis-
trator who will generally follow his current operating procedures in performing
property administration. Each Department will provide the designated
property administrator with manuals, instructions, and directives pertaining
to reports and documentation required by contractual provisions. Documents
and records required by this Appendix B for property administration of current
contracts, subcontracts, and purchase orders involving Government property
will be provided to the designated property administrator prior to the effective
date of an agreement. Copies of such contracts, subcontracts, and purchase
orders and amendments thereto or extracts of property provisions thereof will
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accompany the transmittal. The name of the individual designated as property
administrator for such contracts will be furnished to the procuring activity
performing contract administration. New contracts, subcontracts, purchase
orders and amendments thereto or extracts of property provisions thereof
where Government property is involved will be transmitted to the designated
property administrator. Contracts containing the Special Tooling clause
(13-504) will likewise be transmitted to the designated property administrator
for necessary surveillance.

(g) The designated property administrator may correspond directly with
the contractor and appropriate Department of Defense personnel on matters
pertaining to Government property. The contract administrator will keep
the property administrator informed as to all communications, correspondence,
and actions affecting property matters under the assigned contract.

(h) Property administration interchange agreements shall be in the general
format shown below. Where required, appendices shall be added thereto.

1. PURPOSE. This is a local interchange agreement providing for property
administration at the designated contractor’s location by (Department-procurement office)

in accordance with ASPR B-202.

2. EFFECTIVE DATE. This agreement becomes effective on

3. CONTRACTOR’S LOCATION
(Identify specific location covered by this agreement)

(Signatures of authorized representatives of
Departments concerned)

B-203 Duties and Responsibilities of the Property Administrator.

(a) The property administrator shall familiarize himself with the pro-
visions of this Manual and the contract provisions pertaining to Government
property.

(b) He shall, as the authorized representative of the contract adminis-
trator or administrators, insure compliance with the contract requirements
relative to Government property and insure fulfillment of all obligations
imposed by this Manual. He shall at the inception of the contract review and
approve in writing the contractor’s property control records and procedures.

(¢) He shall be responsible for property management data required by
contractual provisions and, when acting as property administrator under a
property administration interchange agreement, shall also provide the procuring
activities concerned with such management data and with information, docu-
ments, records, and assistance required by the latter for conformance with
the provisions of this Appendix B and/or Departmental procedures, including,
but not limited to, those for the following purposes:

(1) Public vouchers.

(2) Fulfilling managerial and financial requirements for property report
cards.

(3) Marking and identification of property under Departmental pro-
cedures.

(4) Disposition of excess.

(5) Approval of the contractor’s property control procedures and records.
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(6) Relief from responsibility for property loss, damage, unauthorized
use, or unreasonable consumption.
(7) Final property clearance.

(d) He shall examine the documents, including but not limited to con-
sumption or usage reports, adjustment reports, reports of spoilage or shrinkage,
sales, shipments, transfers, etc., recorded by the contractor in the property
account, to the extent necessary to establish the correctness and completeness
of such records.

(e) It shall be his responsibility to determine whether the contractor is
using Government property for the purposes authorized by the contract, and
whether the contractor is exercising the degree of care in the handling of
Government property prescribed in the contract.

(f) He shall make usage analyses to determine the reasonableness of
the consumption and expenditure of Government property. Control records
shall be utilized in the performance of the usage survey and, to the extent
necessary, selective physical inspections of Government property shall be
made in the appropriate states of production.

() He shall periodically examine all property records to determine
whether such records reflect the status of Government property and indicate
compliance with the provisions of the contract and applicable directives.
He shall report promptly in writing to the contract administrator any non-
compliance by the contractor with the contract provisions and applicable
directives.

(h) He shall advise the contract administrator on all property matters.

B-204 Duties and Responsibilities of the Contractor. The contractor
shall be directly responsible for and accountable for all Government property
in accordance with the provisions of the contract. The contractor shall main-
tain and make available such records as are required by Part III of this Manual
and must account for all Government property until relieved of responsibility
therefor in accordance with the procedures as set forth in Part IV of this
Manual. Liability for loss, damage, or excessive use of property in a given
instance will necessarily depend upon all the circumstances surrounding the
particular case and must be considered and determined in accordance with the
provisions of the contract. The contractor shall furnish all necessary data
substantiating any request for discharge from responsibility.

B-205 Sources from which Government Property May Be Furnished or
Acquired.

B-205.1 AMilitary Installations or Other Contractors’ Plants. Government
property may be shipped to a contractor from military installations or plants
of department contractors.

B-205.2 Direct Purchase by the Contractor. Direct purchases shall be sub-
ject to a determination by the contract administrator that the items are
allocable to the contract involved and are reasonably necessary therefor. For
purposes of property control within the scope of this Manual, it shall be con-
sidered that property purchased by a contractor, for which reimbursement
is to be requested, becomes Government property upon its receipt by the con-
tractor. This provision shall not be deemed to alter or modify contractual
provisions relating to passage of title.
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B-205.3 Withdrawal From Contractor-Owned Stores. For purposes of prop-
erty control, within the scope of this Manual, property withdrawn from con-
tractor-owned stores, for direct charge to the contract, shall be considered
Government property at the time of approval of the claim for reimbursement,
or at the time of issuance for use of such property for the performance of the
contract, whichever is earlier.

B-205.4 Contract Provisions, Terminations, Contract Changes. Pursuant
to specific contractual provisions, or as a result of termination of a contract, or
change orders issued under a contract, the Government may acquire title to
property.

B-205.5 Advance, Progress, or Partial Payments. Pursuant to the terms
of a contract the Government may acquire title to property upon the making
of advance, progress or partial payments to the contractor. Property to which
the Government has acquired a lien or title solely as a result of partial, advance
or progress payments shall not be subject to the provisions of this Manual.

B-206 Segregation or Commingling of Government Property and Con-
tractor’s Property. Ordinarily Government property, particularly material,
will be segregated and kept physically separate from contractor-owned prop-
erty at all times. There will be occasions, however, where commingling of
property would be advantageous to the Government. Commingling may be
allowed in the following types of cases:

(a) Where a production line is engaged solely in Government work, con-
tractor and Government special tooling and plant equipment may be com-
mingled. Normally no approval is required for commingling in this category,
but the property administrator may prohibit it at his discretion if it is considered
not to be in the best interest of the Government.

(b) Where Government-furnished special tooling or plant equipment is
held by a contractor in storage, pending its use under a production contract,
the property administrator may give permission in writing for commingling
with contractor property.

(¢) Where approved by the property administrator in connection with
research and development contracts.

(d) Any commingling, other than that set forth herein, may be permitted
by the property administrator upon the approval of the cognizant Department
in accordance with Departmental procedures.

B-207 Physical Inventories.

B-207.1 Before Termination or Completion. 1t shall be the responsibility
of the property administrator to review and approve the type and frequency of
physical inventories to be taken. In this respect, he may accept and approve
in writing the contractor’s established procedures if he determines that they
adequately protect the interests of the Government and are in conformity with
applicable regulations.

B-207.2 Upon Termination or Completion. Upon termination or com-
pletion of a contract, a physical inventory adequate for disposal purposes shall
be required of all Government property applicable to the contract in the
custody, control or possession of the contractor.

B-207.3 Joint Physical Inventories or Selective Examinations wunder
B-207.1 and B-207.2.
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(a) The property administrator may, at his discretion, require physical
inventories to be taken jointly by his designated representatives and the
contractor.

(b) In lieu of a joint physical inventory, selective examinations of the in-
ventory being taken by the contractor may be made when the property admin-
istrator determines that such procedure is more economical and will adequately
protect the interest of the Government. When selective examinations are
made they must embrace a representative number of items in the account and
must adequately cover, by class and price range, all Government property
involved.

B-207.4 Quantitative and Monetary Control. As directed or required by
proper authority, the contractor’s physical inventories shall be prepared on
both a quantitative and monetary basis and classified by categories such as
material, special tooling, plant equipment, ete.

B-207.5 Discrepancies. Any discrepancies disclosed as a result of
inventorying will be adjusted in accordance with the provisions of Part III
and Part IV of this Manual.
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B-301 General.

(a) In order satisfactorily to perform work under a Government contract,
a contractor must maintain some form of control records for all Government
property, whether furnished to or acquired by a contractor for the account
of the Government. It is the Government’s policy to designate and use such
records as the official contract records, and not to maintain duplicate property
control records, other than those required by B-303, and other than industrial
facility records. With respect to industrial facilities, additional records shall
be maintained by the property administrator or higher headquarters, as may
be required by the respective Departments pursuant to B-303.1(c). Excep-
tions to the above policy may be authorized by the respective Departments in
special circumstances, such as where the administrative expense of maintaining
Government personnel at the contractor’s plant or providing frequent official
visits to the plant would exceed the cost of maintaining Government records
or otherwise not be in the best interest of the Government.

(b) The contractor’s property control records and procedures shall be
reviewed and approved in writing by the property administrator at the incep-
tion of the contract. Any necessary corrective action will be required of the
contractor prior to approval. Such corrective action will normally be effected
by the property administrator through mediation with the contractor. Where
corrective action would involve substantial increased costs or where agreecment
as to the corrective action is not reached through mediation, the differences will
be referred to the contract administrator.

(¢) The contractor’s property control system will provide financial
accounts for Government-owned industrial facilities in the contractor’s posses-
sion or control. The system will be subject to internal control standards and
be supported by property records for such facilities; in the manner desecribed
in B-304.

(d) The official records shall be kept in such condition that at any stage
of completion of the work under a contract the status of Government property
may be readily ascertained.

(e) Separate property records for each contract are desirable but a con-
solidated property record may be maintained; provided, that the consolidated
record provides the information set forth in B-304.

() Property records shall be established for any usable components which
are permanently removed from items of Government property, as a result of
modification, or otherwise.

g) Special tooling and equipment fabricated from materials which are the
property of the Government will be appropriately recorded immediately upon
fabrication. Special tooling and equipment fabricated from materials which are
the property of the contractor will be appropriately recorded at the time title
passes to the Government.

(h) Departmental policies will govern the establishment of monetary
levels below which individual item records of plant equipment will not be
required.

B-302 Pricing. Property records shall show a unit price for each item.

(a) The unit price of contractor-acquired property shall be determined
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in accordance with the system established by the contractor in conformance
with sound accounting principles and consistently applied.

(b) The unit price of Government-furnished property shall be determined
by the Government and furnished to the contractor.

B-303 Records To Be Maintained by Government Personnel.

B-303.1 Records of Specific Contracts Where Property Is Involved.

() Where a contract provides for the use of Government property a
copy of the contract shall be made available or furnished to the property
administrator.

(b) The property administrator shall maintain a record of each contract
assigned to him for property administration. That record shall contain the
following minimum information:

(i) Contract number and name of contractor.

(ii)) Type of contract (CPFF, fixed price, research and development,
ete.).

(iii) End item to be produced or services to be performed, and the
points of inspection and acceptance.

(iv) Record of amendments and changes pertaining to Government
property.

(v) Listing and type of all subcontracts which involve Government
property.

(vi) Provisions of contract pertaining to liability of the contractor for
loss, damage or improper use of Government property.

(vii) Record of contract administrators and dates of tenure.

(viii)) Record of property administrators and dates of tenure.

(ix) Record of plant representatives (or officers-in-charge) and dates of
tenure.

(x) Record of written approval of contractor’s property control pro-
cedures.

(xi) Record of deviations granted in property procedures. (The
deviations granted shall be in accordance with procedural regula-
tions issued by each Department.)

(xii) Record of property audits and inspections performed by the re-
sponsible agencies in each Department.

(xiii) Records of property inspections during production and usage
analyses performed.

(xiv) Record of any deficiencies found in property control and the
corrective action taken.

(xv) Interim and final clearance data for Government property.

(¢) The contractor shall be required to furnish written receipts for all,
or specific classes of Government provided property only in those instances
where such action is determined by the property administrator to be essential
for maintenance of minimum acceptable property controls. In these instances
the property administrator shall maintain for each contract a file of such
documents or property record cards. Where such evidence of receipt is re-
quired, it shall be provided by the contractor not later than the time he sub-
mits his application for payment (public voucher). Otherwise, the property
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administrator shall utilize the contractor’s file of documents evidencing receipt
and not establish a duplicate file.

(d) The property administrator shall maintain for each contract a file
containing copies of all instruments affecting relief from responsibility for
Government property.

B-303.2 Control Records To Be Maintained. The property administrator
shall maintain a system of file control that will permit the ready location of
any document that he is required by this section to maintain.

B-303.3 Record of Completed Products. The property administrator shall
maintain a record of all completed products produced under the contract,
based upon authenticated receiving reports or processed vendors’ shipping
documents, as follows:

(a) When there is no lapse of time between Government inspection and
acceptance of the completed products and shipment from the plant site, the
records shall, as a minimum, consist of a summarization of quantities accepted
and shipped. When end items are accepted by the Government and stored with
the contractor the record shall show the quantities stored and location.

(b) Some contracts provide that completed products are to be retained
by the contractor for further use under the contract. Upon acceptance of such
items they shall be considered to be “Government-furnished property’” and
shall be recorded as prescribed in B-304.

B-304 Records To Be Maintained by the Contractor. It is the con-
tractor’s responsibility (i) to maintain adequate control records in accordance
with the requirements of this Manual of all Government property provided
under a contract, including property provided under such contract as may be
in the possession or control of a subcontractor, and to establish separate prop-
erty accounts to be located at the subcontractor’s plant and at the contractor’s
secondary site when so requested by the property administrator.

B-304.1 Records of Material. All Government material furnished to the
contractor, as well as all other material, title to which has passed to the Gov-
ernment, by reason of allocation from contractor-owned stores, or by reason
of purchase by the contractor for direct charge to a Government contract, or
otherwise, shall be recorded in accordance with the contractor’s property
control system, as follows:

(a) Contractor’s Property Control System. Except as provided in (d) below,
the contractor’s property control system shall be such as to provide the follow-
ing information:

(1) Contract number.
(i) Nomenclature or description of item.
(iii) Quantity received.
(iv) Quantity issued.
(v) Balance on hand.
(vi) Posting reference.
(vii) Date received or issued.
(viii) Unit price.
(ix) Location.
(x) Disposition action taken.
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(b) Consolidated Stock Record. Where a contractor has more than one
Government contract, under which Government property is provided, a
consolidated record for materials may be authorized, provided the total quantity
of any item is allocated to each contract by contract number and each requisi-
tion of property from contractor-owned stores is charged to the contract on
which the property is to be used. The supporting document or issue slip shall
show the contract number or equivalent code designation to which the issue
is charged.

(c) Custodial Records. Custodial records shall be maintained for tool
crib items, guard force items, protective clothing and other items issued for
the use of individuals in the performance of their work under the contract.

(d) Use of Receipt and Issue Documents. Based on a determination of
the property administrator in accordance with B-301(b), the contractor
may maintain in lieu of “stock records” a file of appropriately cross-referenced
documents representing receipt, issue, and adjustments of Government-
provided material in performance of a Government contract. Such determina-
tion shall be consistent with generally accepted accounting practices and a
low frequency of receipt and issue of the items of material specified (i.e. usually
issued directly upon receipt). Accordingly:

(i) The property administrator may authorize this method of property
control for Government-provided material, including but not
limited to items used in manufacturing or maintenance, office
supplies, etc.; and

(i1) This method of property control may be used for research and
development contracts.

B-304.2 Records of Special Tooling. The Contractor’s property control
system shall be such as to provide the following minimum information regarding
each item of Government-owned special tooling:

(i) Contract number or equivalent code designation.
(i) Nomenclature or description of item.
(iii) Identification number and item on which used.
(iv) Quantity received or fabricated.

(v) Voucher reference.

(vi) Location.

(vii) Disposition action taken.

(viii) Unit price or group price.

B-304.3 Records of Plant Equipment.

(a) Plant equipment shall be accounted for by individual item except as
provided in subparagraphs below. Records of plant equipment will be main-
tained on DD Form 1342 shown in Exhibit A. Blank forms will be furnished
the contractor by the property administrator and will be used to reflect all
Government-provided plant equipment received, altered or shipped by, the
contractor on and after 1 July 1961. The forms will be completed by the
contractor, showing as a minimum the information specified in instructions
furnished to the contractor by the property administrator. After completion,
the original copy of the form will be retained by the contractor as part of
the official property records of the contract under this paragraph 304; the
balance of the copies will be delivered to the property administrator for dis-
tribution in accordance with the above instructions.
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(b) Record of Accessory and Auxiliary Egquipment. Individual records
for accessory and auxiliary equipment which is attached to or otherwise a part
of an item of plant equipment and which is required for its normal operation
need not be maintained, but the description of such accessory and auxiliary
equipment shall be entered on the respective plant equipment records.

(¢) Record of Manufacturing Systems. Where plant equipment and acces-
sory type items are assembled and interconnected to form a single operating
unit designed to perform continuously the same manufacturing process, such
equipment may, for property and inventory control purposes, bé grouped
and reported as a single item of plant equipment on one plant equipment
record in lieu of an individual record for each component comprising the
item of plant equipment. This does not preclude the requirement for com-
pletely describing the component items nor does it preclude the use of more
than one plant equipment record when additional space is required.

(d) Record of Munor Plant Equipment. Summary stock records, rather
than individual item records, shall be maintained for minor plant equipment,
except in cases where individual item records are necessary for effective control.

(e) Record of Plant Equipment Costing Between 38200 and $500. Summary
stock records, rather than individual item records, shall be maintained for
plant and production equipment costing between $200 and $500, except in
cases where individual item records are necessary for effective control.

B-304.4 Records of Real Property. Records of real property shall consist
of maps, drawings, plans and specifications supplemented, where necessary, to
reflect building installations such as heating, electrical, sanitary, ventilating,
drainage, sprinkler systems, etc. Appropriate changes will be made to the
records to reflect alterations, additions, or extensions to real property. Where
the maps, drawings, plans, and specifications do not adequately reflect descrip-
tive data as to building installations, supplemental records will be maintained.
The foregoing records (i) will be complete, (ii) will show the original cost of
the property and improvements, and the cost of changes and additions thereto,
and (iii) will be appropriately indexed.

B-304.5 Records of Scrap. The contractor shall maintain separate or con-
solidated records of all scrap or salvage generated. These records may be in
accordance with the contractor’s system of scrap or salvage control, if approved
in writing by the property administrator, who shall take into consideration the
need for protecting the Government’s interest in the proration, disposition and
allocation of proceeds resulting therefrom.

B-304.6 Records of Related Data and Information. Except as provided in
this subparagraph, the requirements of this Manual are not applicable to manu-
facturing or assembly drawings, installation, operation, repair or maintenance
instructions, or other similar data and information furnished by the Govern-
ment to the contractor. The contractor shall maintain property control and
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accountability with respect to such Government-furnished property in accord-
ance with sound industrial practice.

B-304.7 Financial Control Accounts. The contractor’s property control
system should be such as to provide annually, or not more often than quarterly
if required in accordance with Departmental procedures, the dollar amounts of
Government-owned industrial facilities in the following classifications:

(1) land and rights therein,
(i1) utility distribution systems,
(iii) buildings, structures and improvements thereto, excluding plant
equipment,
(iv) plant equipment, excluding production equipment and minor plant
equipment, and
(v) production equipment.
The contractor’s accounts will be susceptible to local reconciliation in total
and subtotals as to whether contractor-acquired or Government-furnished.

B-305 Numbering Property Accounts. A property account, consisting of
records maintained either by a contractor or Government personnel, shall be
assigned a property account number.
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Part IV—Miscellanéous Provisions

B-401 Identification. All Government property shall be recorded and
identified as such by the contractor promptly upon receipt, and it shall remain
so identified so long as it remains in the custody, control or possession of the
contractor.

(a) Euxtent of Identification.

(1) As a general rule, all Government material and minor plant equip-
ment shall be identified as Government property except in those cases where:

(i) no materials or minor plant equipment of the same type at the
same location are owned by the contractor, his employees, or
other contracting agencies;

(ii) adequate physical control is maintained over tool- CI‘lb items,
guard force items, protective clothing and other items issued
for use by individuals in the performance of their work under
the contract;

(iii) property is of bulk type or by its general nature of packing or
handling precludes adequate marking, as may be determined by
the property administrator; and

(iv) where property is commingled, as authorized by E-206 hereof.

(2) Government-owned special tooling shall be marked with the desig-
nation of the Military Department responsible for funding and control of
such tooling, as follows: Army—‘USA”, Navy—‘‘USN”, Air Force— “USAF”,
and Defense Supply Agency—“USD”’, unless it is determined that such marking
will damage the special tooling or is otherwise impracticable. Marking and
identification procedures may be expanded by the Department having cog-
nizance over the tooling to include end item reference, drawing number, and
such other information as may be desired in a given case.

(3) Unless already marked in accordance with these instructions, all
Government-owned plant equipment, including industrial reserve plant equip-
ment, shall be marked by the contractor with an identification number, except
minor plant equipment; or when the size of the equipment or nature of the
material for which it is made makes it impracticable, and in which case such
item will be assigned an identification number for record purposes, which
number shall be shown in the plant equipment property records; or the equip-
ment is aceessory or auxiliary and attached to or otherwise a part of an item of
plant equipment and is required for its normal operation (see B-304.3(a)), in
which case such item shall be entered and described on the record of the equip-
ment to which it is attached or of which it is otherwise a part. Once an identifi-
cation number has been affixed to an item of plant equipment, the identification
will be permanent and will not be changed so long as the equipment remains
under the control of the same Military Department (but see (4) below). Identi-
fication shall be effected by affixing a metal, fibre, plastic or other plate directly
to the equipment; by, using indelible ink, acid or electric etch, steel dies, or any
other legible, permanent, conspicuous, and tamper-proof method. Identifica-
tion shall consist of the following markings:
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An indication of Government-ownership and of the Military De-
partment responsible for funding and control of the plant equip-
ment, as follows: Army—“USA”, Navy— ' ‘USN”, Air Force—
“USAF”’, and Defense Supply Agency—‘USD’’; however, the
identification ‘““U.S.” property shall not be changed solely to
conform to the provisions of this paragraph.

A two-part identification number, furnished by the Government,
consisting solely of numerals except as provided in (iii) below. The
first part shall be the property account number, and the second
part shall be a serial number. In case plant equipment furnished
by the Government is already identified as property of a Military
Department, no change shall be made in the markings, except as
provided in (4) below.

In the case of items included within a standard Departmental
registration system, for example, automotive, construction, or
weight-handling equipment, application for a proper registration
number will be made to the cognizant Department, which number
shall be used in lieu of any other identification number.
Government identification markings shall be removed prior to sale

or scrapping. The markings so removed shall be shown on the appropriate
documents involved. In the case of a transfer of funding and control responsi-
bilities to other Military Departments, new identification markings, in accord-
ance with the requirements of (2) or (3) above, may be affixed upon receipt of
the equipment by the receiving Military Department.

(b) Recording Identification Numbers. Assigned property identification
numbers will be recorded on all applicable receiving documents, shipping
documents, and other documents pertaining to the property accounts.

B-402 Contractor’s Responsibility and Liability.
B-402.1 CQOontractor’s Responsibility. A contractor shall be responsible for

1 B-402.1
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all Government property in his custody or control in accordance with the terms
of the contract. The contractor may be relieved of responsibility for Govern-
ment property by any of the following methods, subject in any case to specific
contract provisions or specific instructions of the contract administrator
within the scope of the contract:

(i) Consumption of Property in the Performance of the Contract. To
the extent that the property administrator determines that prop-
erty has been consumed or expended for proper purposes and in
reasonable amounts in the performance of the contract, the con-
tractor shall be relieved of responsibility for such property.

(1) Retention by the Contractor. This may occur when the contract is
completed, terminated or otherwise amended during the perform-
ance of the contract. The contractor shall be relieved of respon-
sibility for all property which has been retained by the contractor;
provided, that the Government shall have approved the retention
and shall have been reimbursed therefor in accordance with the
terms of the contract or applicable regulations.

(iii) Sale of Property. The contractor shall be relieved of responsibility
for Government property sold pursuant to the instructions of the
contract administrator, in accordance with applicable regulations;
provided, however, that the proceeds from such sale shall have
been received by or credited to the Government.

(iv) Shipment of Government Property from a Contractor’s Plant. The
contractor shall be relieved of responsibility when Government
property is shipped from the contractor’s plant pursuant to the
instructions of the contract administrator.

(v) Written Advice of Contract Administrator. The contractor shall be
relieved of responsibility for Government property lost, damaged,
destroyed, or consumed, in excess of that normally anticipated in
the manufacturing or processing operation as the result of appro-
priate action by the contract administrator to determine the lia-
bility of the contractor, provided such determination is furnished to
the contractor in writing and the Government shall have been
adequately reimbursed when appropriate.

B-402.2 Contractor’s Liability. Subject to the terms of the contract, the
contractor may be liable when shortages of Government property are disclosed
or when Government property is lost, damaged, or destroyed, or when there is
evidence of unreasonable use or consumption of Government property as
measured by the allowances provided for by the terms of the contract or the
appropriate bill of materials.

(a) The property administrator will require the contractor to report to
him, all cases of loss, damage, or destruction of Government property in his
possession, as soon as such fact becomes known. The property administrator
will forward such report to the contract admmistrator, together with his own
report of the facts of the case and his recommendations thereon. If the contract
administrator is the contracting officer, or a designated representative of the
contracting officer for that purpose, he will thereupon determine the con-
tractor’s liability in accordance with the terms of the contract; otherwise he will
forward the papers to the contracting officer, who will make such determination.
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In making any such determination, consideration will be given to the reports
and vrecommendations submitted and to any additional facts which the con-
tractor may submit. The contractor and the property administrator shall be
furnished with a written copy of such determination. A copy shall be held in
the files of the contract administrator.

(b) When inventory adjustments or usage analyses disclose consumption
of property which is considered unrcasonable by the property administrator,
or when instances of losses, damages to, or destruction of Government property,
which have not been reported by the contractor, are discovered by the property
administrator, he shall prepare a statement of the items and amount of loss
involved. This statement shall be furnished the contractor for investigation
and written justification. Further procedure shall be in accordance with that
prescribed in subparagraph (a) above.

(¢) When completed products or end items are lost, destroyed, or damaged
beyond repair while such property is in the physical possession or control of the
contractor, the action prescribed in subparagraph (a) above will be required.

(d) Where it has been determined that the contractor is liable to the
Government by reason of the loss, damage or destruction of Government
property, a letter of advice from the contract administrator shall be considered
a valid credit to the official Government property records, provided:

(i) when the contractor pays by check, the letter of advice will identify
the check received by number, date and amount;

(i1) when settlement is made by offset against amounts due the con-
tractor on a public voucher, the letter of advice will cite the actual
voucher (Form 1034) on which the deduction is made; and

(iii) when collection of the claim against the contractor is to be made by
the fiscal office designated for the contract, the letter of advice will
have attached thereto a copy of the document used by the contract
administrator to notify the fiscal office to effect collection.

(¢) When property is rendered unserviceable by damages thereto, the
letter of advice from the contract administrator will be considered a valid credit
to the Government property account when supported by or appropriately cross-
referenced to shipping documents or listing covering proper disposition of the
unserviceable items.

B-402.3 Shipment and Receipt of Government-Furnished Property. In
the case of Government property shipped to a contractor’s plant from a mili-
tary installation or from another contractor’s plant, the contractor becomes
responsible therefor upon delivery of the property to his plant. The shipping
activity shall furnish the property administrator, who is responsible for the
receiving contractor’s property account, with copies of the documents necessary
to permit the property account to reflect the transaction. On receipt of the
property the contractor, where required, shall furnish the property adminis-
trator with documented evidence of such receipt. The property administrator
shall take the action necessary to insure that his records of these transactions
are complete. (See B—203 and B-204.)

B-403 Control of Scrap and Salvage.

B-403.1 Sources. Scrap originating from Government property includes,
but is not limited to, the following:

(i) cutting and processing waste, such as chips, cuttings, borings,
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turnings, short ends, circles, trimmings, clippings, and remnants;
(i) spoiled partially manufactured materials, parts and assemblies,
including parts and assemblies damaged in handling or installation;
(i) materials and supplies and small tools and special equipment, when
worn out or damaged beyond repair, used packaging materials, and
nonreusable containers; and
(iv) unusable materials generated in the performance of overhaul or
conversion contracts.

B-403.2 Salvage. A salvage procedure shall be established by the con-
tractor whereby all Government property that can be salvaged shall be recov-
ered and returned to Government stock.

B-403.3 Approval of Scrap Procedure by the Property Administrator. The
property administrator shall review and approve the contractor’s procedures
relating to the physical control of scrap and records relating thereto. The
property administrator shall periodically assure by actual inspection and
selective examinations that the approved procedures are effectively carried
out. If the property administrator determines that corrective measures are
necessary to protect the Government’s interest, he shall so advise the con-
tractor and the contractor shall take necessary corrective action. Where
corrective action would involve substantial increased costs or where agree-
ment as to the corrective action is not reached through mediation, the differences
will be referred to the contractor administrator.

B-403.4 Minimum Essential Requirements of Contractor's Scrap Procedures.
The contractor’s scrap procedures must include the following:

(i) appropriate inspection and study to determine the possibility of
reworking or converting for use the scrap resulting from operations
under the contract;

(ii) prompt accumulation of all scrap generated and storage thereof
under adequate protection;

(iii) recording the scrap data on appropriate records to provide the basis
for control by weight or other unit of measure;

(iv) sorting of scrap, including the segregation of the various metals to
prevent contamination; and

(v) recording of scrap shipments out of the plant.

B-403.5 Segregation of Scrap and Salvage. Where the contractor is en-
gaged in work involving both Government-owned and contractor-owned
materials from which scrap of a uniform nature is produced, the physical
segregation of Government-owned and contractor-owned scrap and salvage may
be impracticable. In such cases, the contract administrator shall require
proration of such basis as will result in equitable recovery by the Government.

B-404 Auditing Property Accounts. Records of Government property
shall be audited by the Departments as frequently as conditions warrant. Any
such audit or audits may take place at any time during the performance of the
contract, upon completion or termination of the contract, or at any time
thereafter. These audits will include records maintained by the contractor and
such records as may be maintained by Government personnel in connection
with such property. The property administrator and the contractor shall
make all property records, including correspondence related thereto available
to the auditors.

[Next page is B23]
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TRACTORS

Part I—Introduction

C-100 Scope of Manual. This Manual sets forth basic requirements to
be observed by the Departments of the Army, Navy, Air Force, and the Defense
Supply Agency for establishing and maintaining control over Government
property furnished to or acquired by contractors in the case of research and
development contracts with educational or other nonprofit organizations,
provided such contracts are executed on a nonprofit basis.

C-101 [Reserved.]

C-102 Applicability of Manual. Subject to C-100 above, this Manual
applies to all types of contracts, leases, and bailments, pursuant to which
Government property is furnished to or acquired by a contractor.

C-103 Definitions. As used in this Manual, the following terms have the
meanings shown:

C-103.1 Educational or other nonprofit organization means any corporation,
foundation, trust, or institution operated for scientific or educational purposes,
not organized for profit, no part of the net earnings of which inures to the profit
of any private shareholder or individual.

C-103.2 Contract administrator means the individual duly designated by
appropriate authority in the Military Departments to administer the contract.
In the case of the Army, Air Force, and the Defense Supply Agency, this is a
contracting officer; and in the Navy, the authorized representative of the
contracting officer having administrative cognizance over the contract.

C-103.3 Government property means all property owned by or leased to the
Government, or acquired by the Government under the terms of a contract
except that property to which the Government has acquired a lien or title solely
as a result of partial, advance or progress payments shall not for the purpose of
this Manual be classified as Government property. With this exception,
Government property includes both Government-furnished property and con-
tractor-acquired property, as defined below:

(i) Government-furnished property is property in the possession of or
acquired directly by the Government and subsequently delivered
or otherwise made available to the contractor; and

(ii) Contractor-acquired property is property procured or otherwise
provided by the contractor for the performance of a contract,
pursuant to the terms of which title is vested in the Government.

The term “provide” as used in the context of such phrases as ‘“Government
property provided to the contractor” and “Government-provided property”
is intended to include both Government-furnished property and contractor-
acquired preperty. h

C-103.4 Classification of Government Property. The terms “classify’”’ and
“classification’ as used herein with reference to Government property refer
to the grouping of property into different categories having different incidents.
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For purposes of this Manual, Government property shall be classified in five
categories, defined as follows:

(a) Real property means lands, buildings, structures, improvements and
appurtenances thereto. It does not include plant equipment as defined in
subparagraph (b) below.

(b) Plant equipment means personal property of a capital nature (con-
sisting of machinery, equipment, furniture, vehicles, machine tools, and acces-
sory and auxiliary items, but excluding special tooling) used or capable of use
in the manufacture of supplies or in the performance of services or for any
administrative or general plant purpose.

(¢) Minor plant equipment means an item of plant equipment having a
unit value of less than $200 and other plant equipment, regardless of cost,
when so designated by the Government.

(d) Material means property which may be incorporated into or attached
to, and end item to be delivered under a contract or which may be consumed
or expended 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 which may be consumed in normal use in the performance of the
contract.

(e) Special tooling means all jigs, dies, fixtures, molds, patterns, special
taps, special gauges, special test equipment, other special equipment and manu-
facturing aids, and replacements thereof, acquired or manufactured by the
contractor for use in the performance of a contract, which are of such a special-
ized nature that, without substantial modification or alteration, their use is
limited to the production of such supplies or parts thereof, or the performance
of such services, as are peculiar to the needs of the Government. The term
does not include (i) items of tooling or equipment acquired by the contractor
prior to the contract, or replacements thereof, whether or not altered or adapted
for use in the performance of the contract, (ii) consumable small tools, or (iii)
general or special machine tools, or similar capital items.

C-103.5 Property administrator means the Government representative
responsible to the contract administrator for reviewing and approving the
contractor’s property control procedures, for examining the records main-
tained by the contractor of Government property, for making usage analyses
of Government property, and for the maintenance of such Government property
records as are required by this Manual.

C-103.6 Property account means the official records of the Government
property provided to a contractor by a Department, which are established
and maintained under the provisions of this Manual. Separate property
accounts will be maintained either on an individual contract basis or con-
tractor basis.

C-103.7 Stock Record means a perpetual inventory form of record which
shows by nomenclature the quantities received and issued, and the balances
on hand.
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C-103.8 Salvage means property which is rvecovered for further use or
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.

C-103.9 Scrap means property that has no reasonable prospect of being
sold except for the recovery value of its basic material content.

[Next page is C5]
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C-200 Scope of Part. This Part sets forth (i) the duties and responsi-
bilities of Government representatives charged with the control of Govern-
ment property, (i) the sources from which Government property may be
received or acquired, and (iii) the instructions to Government representatives
for the control of Government property, both physically and administratively.

C-201 Duties and Responsibilities of the Contract Administrator with
Respect to the Control of Government Property.

(a) The function of the contract administrator with respect to the control
of Government property is to insure that the contractor complies with the
provisions of the contract and this Manual pertaining to Government property
and that the Government’s interests therein are fully protected at all times.
He shall require the contractor to (i) exercise reasonable care and proper
usage of all Government property, (ii) establish and maintain adequate records
therefor, and (iii) maintain controls that will assure the recording of all debts
and credits to the property records as hereinafter defined.

(b) Tt is incumbent upon the contract administrator to familiarize himself
with the provisions of this Manual and the contract involved.

(¢) He shall require the contractor to correct all deficiencies in complying
with the provisions of the contract and this Manual pertaining to Government
property.

(d) He shall take proper action with respect to recommendations of the
property administrator relating to usage or control of Government property.

(e) He shall make appropriate written findings with respect to the con-
tractor’s liability for Government property lost, damagod, destroyed, or
unreasonably consumed, as may be required by this Manual.

C-202 Designation of Property Administrator.

(a) A property administrator shall be designated for each Government
contract involving Government property. In appropriate cases the contract
administrator may be assigned the additional duty of property administrator.
An assistant property administrator may be appointed for specific contracts.
The property administrator will not be required to post a bond by virtue of the
duty as property administrator.

(b) It is the policy of the Department of Defense that a single property
administrator shall be designated for all Department of Defense contracts
performed at one location by a contractor. Within each Military Department,
responsibility for the direction, administration and review of the property
administration interchange program shall be assigned to a single office at the
Department level. This office, designated to direct and administer the pro-
gram, shall have the following responsibilities:

(1) Implementation of pertinent Department of Defense directives,
instructions and regulations.

(2) Review of field contract administration activities for compliance
with Department of Defense and Departmental directives pertinent to the
property administration interchange program.

(3) Resolution of intra-departmental interchange problems.

(4) Resolution of inter-departmental interchange problems.

(¢) Property administration interchange agreements shall be negotiated
only by those offices administering current contracts or orders with the
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contractors. Property administration interchange agreements shall be effected
at the field level between representatives of the procuring activities having
contract administration responsibility. In formulating such agreements,
the following factors, among others, shall be considered:

(1) Comparative value and types of Government property in the pos-
session of the contractor and the Government property yet to be provided
under Government contracts.

(2) Existence of a resident property administrator or accessibility of
an itinerant property administrator.

(3) Other contract administration functions which may have a bearing
on property administration such as quality control, industrial mobilization
planning and audit cognizance.

(d) Based on the above factors, when two or more offices are equally
concerned, with property administration at a contractor’s location, that
office which has contracts or orders that indicate the greatest continuous
duration of future interest in Government property shall be given primary
consideration for property administration cognizance. When all contracts or
orders of the Department designated to perform property administration have
been completed at a contractor’s location, that Department shall cease to
have cognizance at that location unless all military contracts providing for
Government property are scheduled to expire within a succeeding three-month
period. When all contracts or orders of the Department designated to perform
property administration have been completed at a contractor’s location where
other Departments continue to perform contracts or orders which are not
scheduled to expire within a succeeding three-month period, property adminis-
tration cognizance shall be determined by negotiation between those Depart-
ments which continue to perform contracts or orders providing for Government
property with the suppliers. When a Department that previously had no con-
tracts at a contractor’s location at the time the existing property adminis-
tration interchange agreement was made acquires a contract providing for
Government property of greater continuous duration of future interest than
those involved in the existing agreement, the cognizance agreement shall be
reviewed and either confirmed or revised by a new agreement.

(e) When the Departments are unable to reach property administration
interchange agreements, those unresolved property administration assign-
ments shall be referred to the Assistant Secretary of Defense (Supply and
Logistics) for resolution.

(f) Property administration functions required by the Armed Services
Procurement Regulation will be performed by the designated property adminis-
trator who will generally follow his current operating procedures in performing
property administration. Each Department will provide the designated
property administrator with manuals, instructions, and directives pertaining
to reports and documentation required by contractual provisions. Documents
and records required by this Appendix C for property administration of current
contracts, subcontracts, and purchase orders involving Government property
will be provided to the designated property administrator prior to the effective
date of an agreement. Copies of such contracts, subcontracts, and purchase
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orders and amendments thereto or extracts of property provisions thereof will
accompany the transmittal. The name of the individual designated as property
administrator for such contracts will be furnished to the procuring activity
performing contract administration. New contracts, subcontracts, purchase
orders and amendments thereto or extracts of property provisions thereof
where Government property is involved will be transmitted to the designated
property administrator.

(g) The designated property administrator may correspond directly with
the contractor and appropriate Department of Defense personnel on matters
pertaining to Government property. The contract administrator will keep the
property administrator informed as to all communications, correspondence,
and actions affecting property matters under the assigned contract.

(h) Property administration interchange agreements shall be in the general
format shown below. Where required, appendices shall be added thereto.

1. PURPOSE. This is a local interchange agreement providing for property ad-
ministration at the designated contractor’s location by (Department-procurement
office) in accordance with ASPR C-202.

2. EFFECTIVE DATE. This agreement becomes effective on

3. CONTRACTOR’S LOCATION

(Identify specific location covered by this agreement)

(Signature of authorized representatives of
Departments concerned)

C-203 Duties and Responsibilities of the Property Administrator.

(a) The property administrator shall familiarize himself with the provisions
of this Manual and the contract provisions pertaining to Government property.

(b) He shall, as the authorized representative of the contract adminis-
trator or administrators, insure compliance with the contract requirements
relative to Government property and insure fulfillment of all obligations
imposed by this Manual. He shall at the inception of the contract review and
approve in writing the contractor’s property control records and procedures.

(¢) He shall examine any documents, including but not limited to con-
sumption or usage reports, adjustment reports, reports of spoilage or shrinkage,
sales, shipments, transfers, ete., recorded by the contractor in the property
account, to the extent necessary to establish the correctness and completeness
of such records.

(d) It shall be his responsibility to report to the contracting officer any
instances of what he deems to be improper usage of Government property.
To the extent necessary to fulfill this function selective physical inspections of
Government property shall be made.

(e) He shall periodically examine property records to determine whether
such records reflect the status of Government property and indicate compliance
with the provisions of the contract and applicable directives. He shall report
promptly in writing to the contract administrator any noncompliance by the
Contractor with the contract provisions and applicable directives.

(f) He will observe the following procedure in connection with loss,
damage, and destruction ol Government property in the possession of the
contractor:

(i) He will require the contractor to report to him all cases of loss,

ARMED SERVICES PROCUREMENT REGULATION  C-203



C8

(ii)

(iii)

@iv)

{1 C-203

(v)

1 July 1960

PROPERTY IN POSSESSION OF NONPROFIT RESEARCH
AND DEVELOPMENT CONTRACTORS

damage, or destruction of Government property in his possession,
as soon as such fact becomes known. He will forward such report
to the contract administrator, together with his own report of the
facts of the case and his recommendations thereon. If the contract
administrator is the contracting officer, or a designated representa-
tive of the contracting officer for that purpose, he will thereupon
determine the contractor’s liability, in accordance with the terms
of the contract; otherwise he will forward the papers to the contract-
ing officer, who will make such determination. In making any such
determination, consideration will be given to the reports and
recommendations submitted and to any additional facts which the
contractor may submit. The contractor and the property admin-
istrator shall be furnished with a written copy of such determination.
A copy shall be held in the files of the contract administrator.
When inventory adjustments or usage analyses disclose consump-
tion of property which is considered unreasonable by the property
administrator, or when instances of losses, damages to, or destruc-
tion of Government property, which have not been reported by
the contractor, are discovered by the property administrator, he
shall prepare a statement of the items and amount of loss involved.
This statement shall be furnished the contractor for investigation
and written justification. Further procedure shall be in accordance
with that prescribed fn (i) above.
When end items are lost, destroyed, or damaged beyond repair
while such items are in the physical possession or control of the
contractor, the action prescribed in (i) above will be required.
Where it has been determined that the contractor is liable to the
Government, by reason of the loss, damage, or destruction of
Government property, a letter of advice from the contract adminis-
trator shall be considered a valid credit to the official Government
property records, provided:
(A) When the contractor pays by check, the letter of advice will
identify the check received by number, date, and amount;
(B) When a settlement is made by offset against amounts due the
contractor on a public voucher, the letter of advice will cite
the actual voucher (Form 1034) on which the deduction is
made; or
(C) When collection of the claim against the contractor is to be
made by the fiscal office designated for the contract, the letter
of advice will have attached thereto a copy of the document
used by the contract administrator to notify the fiscal office
to effect collection.
When property is rendered unserviceable by damage thereto, the
letter of advice from the contract administrator will be considered
a valid credit to the Government property account when supported
by or appropriately cross-referenced to shipping documents or
listing covering proper disposition of the unserviceable items.
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(g) He shall take the action necessary to insure that his records of the
transactions discussed in C-204 below are complete.

(h) He shall review and approve the contractor’s scrap procedures and
records as provided in C-212 of this Manual.

(i) He shall advise the contractor administrator on all property matters.

C-204 Shipment and Receipt of Government-Furnished Property. In the
case of Government property shipped to a contractor’s plant from a military
installation or form another contractor’s plant, the contractor becomes respon-
sible therefor upon delivery of the property to hic slant. The shipping activity
shall furnish the property administrator, who is responsible for the receiving
contractor’s property account, with copies of the documents necessary to permit
the property account to reflect the transaction. On receipt of the property the
contractor, where required, shall furnish the property administrator with
documented evidence of such receipt. The property administrator shall take
the action necessary to insure that his records of these transactions are complete.

(See C-203.)

C-205 Sources From Which Government Property May Be Furnished or
Acquired.

C-205.1 Military Installations or Other Contractors’ Plants. Government
property may be shipped to a contractor from military installations or plants
of Department contractors.

C-205.2 Direct Purchase by the Contractor. Direct purchases shall be
subject to a determination by the contract administrator that the items are
allocable to the contract involved and are reasonably necessary therefor. For
purposes of property control within the scope of this Manual, it shall be con-
sidered that property purchased by a contractor, for which direct reimbursement
is to be requested, becomes Government property upon its receipt by the
contractor. This provision shall not be deemed to alter or modify contractual
provisions relating to passage of title.

C-205.3 Withdrawal From Contractor-Owned Stores. For purposes of
property control, within the scope of this Manual, property withdrawn from
contractor-owned stores, for direct charge to the contract shall be considered
Government property at the time of approval of the claim for reimbursement,
or at the time of issuance for use of such property for the performance of the
contract, whichever is earlier.

C-205.4 Contract Provisions, Termination, Contract Changes. Pursuant
to specific contractual provisions, or as a result of termination of a contract,
or change orders issued under a contract, the Government may acquire title
to property.

C-205.5 Advance, Progress, or Partial Payments. Pursuant to the terms
of a contract the Government may acquire title to property upon the making
of advance, progress, or partial payments to the contractor. Property to which
the Government has acquired a lien or title solely as a result of partial, advance,
or progress payments shall not be subject to the provisions of this Manual.

C-206 [Reserved.]
C-207 Contractor’s Records.
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C-207.1 General Policy. In order to satisfactorily perform work under a
Government contract, a contractor must maintain adequate control records for
all Government property, whether furnished to or acquired by a contractor for
the account of the Government. It is the Government’s policy to designate and
use such records as the official contract records, and not to maintain duplicate
property control records, other than those required by C-213, and other than
such real property and plant equipment records as may be required by the
respective Departments. Exceptions to this policy may be authorized by
the respective Departments in special circumstances, such as where the admin-
istrative expense of maintaining Government personnel at the contractor’s
plant or providing frequent official visits to the plant would exceed the cost of
maintaining Government records or otherwise not be in the best interest of the
Government.

C-207.2 The Contractor’'s Property Control System. The contractor’s
property control system shall be reviewed and approved in writing by the
property administrator. If any corrective action is necessary, it will be re-
quired of the contractor prior to approval. Such corrective action will normally
be effected through mediation with the contractor. Where corrective action
would involve substantial increased costs or where agreement as to the correc-
tive action is not reached through mediation, the differences will be referred
to the contract administrator. Consistent with the provisions of the contract,
the principles and requirements stated in the subparagraphs below shall be
observed by the property administrator in approving the contractor’s property
control system.

C-207.3 Records for Material in Stores. For material maintained by the
contractor in stocks or stores, the contractor’s property control system shall
be such as to provide the following information:

(i) Contract number, or equivalent code designation.
(i) Nomenclature or description of item.
(iii) Quantity received.
(iv) Quantity issued.
(v) Balance on hand.
(vi) Posting reference.
(vii) Date received or issued.
(viii) Price.
(ix) Disposition action taken.

C-207.4 Records for Material Issued Directly Upon Receipt, for Minor
Plant Equipment, and for Special Tooling. For material, whether Government-
furnished or contractor-acquired, issued by the contractor directly so as to be
considered expended under the contract, for minor plant equipment, and for
special tooling, the Government invoices, contractor’s purchase documents, or
other documentary evidence of acquisition and issue, will be accepted as
adequate property control records.
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C-207.5 Records of Plant Equipment.

(a) Individual records of each item of plant equipment shall be main-
tained unless summary stock records are maintained as provided in (b) below.
Individual item records will be maintained on DD Form 1342 shown in Ex-
hibit A. See paragraph C-306(c).

(b) Summary stock records may be maintained in lieu of individual
property records for those items of plant equipment having a value of less than
$500 each when designated by the contract administrator in accordance with
Departmental procedures. Full consideration should be made of the con-
tractor’s existing property control system. The following information shall
be available from such records:

(i) Name and address of contractor.
(i1) Description and classification of the item.
(i) Acquisition reference and date.
(iv) Disposition reference and date.
(v) Contract number under which acquired.
(vi) Cost (F.O.B. Manufacturer).
(vii) Quantity received.
(viii) Quantity transferred or disposed of as authorized in C-203(f)
above.
(ix) Balance on hand.
In addition, where appropriate as determined by the contract administrator,
the serial number or the U.S. Government identification number for each item
shall be recorded in a permanent manner on the summary stock record and
upon disposition a line drawn through the appropriate number.

C-207.6 Records of Real Property. Records of real property shall be as
provided in C-306(d).

C-207.7 Separated Components. Property records shall be required for
any usable components which are permanently removed from items of Govern-
ment property, as a result of modification, or otherwise, to the same extent as
would be the case if such components had been provided separately by the
Government; provided, that the contractor shall not be required to augment his
property control system for the purpose of recording minor plant equipment,
special tooling or materials, except upon return to stocks or stores.

C-207.8 Custodial Records. Custodial records normally should be main-
tained for items issued from tool cribs or the like, guard force items, protective
clothing and other items issued for the use of individuals in the performance
of their work under the contract. However, it is the general policy of the
Government to accept for the control of Government property of the above
character the same system as employed by the contractor for his own similar
property.

C-207.9 Consolidated Stock Record. Where a contractor has more than
one Government contract, under which Government property is provided, a
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consolidated record for materials may be authorized, provided the total quan-
tity of any item is allocated to each contract by contract number and each
requisition of property from the contractor’s stores is charged to the contract
on which the property is to be used. The supporting document or issue slip
shall show the contract number or equivalent code designation to which the
issue is charged.

C-207.10 Pricing. Property records shall show a unit price for each item
except for items constructed for research or development purposes by the con-
tractor. In the case of contractor-acquired property the price shall be deter-
mined in accordance with the system established by the contractor in con-
formance with sound accounting principles and consistently applied. The
unit price of Government-furnished property shall be as determined by the
Government and furnished to the contractor.

C-208 [Reserved.]

C-209 Identification. Government property shall be recorded and identi-
fied by the contractor as provided in C-307.

C-210 Segregation or Commingling of Government Property and Con-
tractor’s Property. Ordinarily Government property, particularly material,
should be segregated and kept physically separate from contractor-owned
property at all times. There will be occasions, however, where commingling
of property would be advantageous to the Government. The property ad-
ministrator should consider and arrange with the contractor plans for segre-
gation and commingling of property. This agreement reached with respect to
commingling shall be reduced to writing by the property administrator. Com-
mingling may be allowed in the following types of cases:

(1) where such commingling is approved by the property administrator;
and

(i1)) where the Government property involved is plant equipment, spe-
cial tooling or minor plant equipment which is clearly identified or
marked as Government property and is supported by appropriate
control records.

C-211 Physical Inventories.

C-211.1 Before Termination or Completion. It shall be the responsibility
of the property administrator to review and approve the type and frequency of
physical inventories to be taken. In this respect, he may accept and approve
in writing the contractor’s established procedures if he determines that they
adequately protect the interests of the Government and are in conformity with
applicable regulations.

C-211.2 Upon Termination or Completion. Upon termination or comple-
tion of a contract, a physical inventory adequate for disposal purposes shall
be required of all Government property applicable to the contract in the cus-
tody, control or possession of the contractor. Standard items that have been
modified may be described as standard items, with a general description of the
modification. Items that have been constructed, such as test equipment,
should be described in sufficient detail to permit a potential user to determine
whether they are of sufficient interest to warrant further inspection.
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C-211.3 Inventories and Selective Ezxaminations by the Property
Administrator.

(a) The property administrator may, at his discretion, join with the con-
tractor in the taking of any inventory required to be made by the contractor.

(b) The property administrator should make selective examinations of
the inventory being taken by the contractor when he determines that such
procedure is necessary to protect the interests of the Government. When
selective examinations are made they must embrace a representative number
of items in the account and must adequately cover, by class and price range,
all Government property involved.

C-211.4 Quantitative and Monetary Controls. As directed or required by
proper authority, the property administrator shall require the contractor’s
physical inventories to be prepared on both a quantitative and monetary basis
and be classified by categories such as material, special tooling, and minor
equipment, plant equipment, etc.

C-211.5 Discrepancies. 'The property administrator shall proceed to ad-
just any discrepancies disclosed as a result of inventorying in accordance with
the provisions of the contract and this Manual.

C-212 Control of Scrap and Salvage. Procedures for the control of
scrap and salvage shall not be applicable to nonprofit research and develop-
ment contracts unless the property administrator determines that the scrap
or salvage is substantial in amount and that the Government is not receiving
sufficient benefits from the the use or disposal thercof, in which event the
procedures set forth in B-403, shall be applied.

C-213 Records To Be Maintained by Government Personnel.

C-213.1 Records of Specific Contracts Where Property Is Involved.

(a) Where a contract provides for the use of Gevernment property a
copy of the contract shall be made available er furnished to the property
administrator.

(b) The property administrator shall maintain a record of each contract
assigned to him for property administration. That record shall contain the
following minimum information:

(i) contract number and name of contractor;,
(ii) type of contract (CPFF, fixed price, rescarch and development,
ete.);
(ili) end item to be produced or scrvices to be performed, and the
points of inspection and acceptance;
(iv) record of amendments and changes pertaining to Government
property;
(v) listing and type of all subcontracts which involve Government
property;
(vi) provisions of contract pertaining to liability of the contractor
for loss, damage or improper use of Government property;
(vii) record of contract administrators and dates of tenure;
(viii) record of property administrators and dates of tenure;
(ix) record of plant representatives (or officers-in-charge) and dates
of tenure;
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(x) record of written approval of contractor’s property control
procedures;

(xi) record of deviations granted in property procedures. (The
deviations granted shall be in accordance with procedural
regulations issued by each Department.);

(xii) record of property audits and inspections performed by the
responsible agencies in each Department;

(xiii) records of property inspections during production and usage
analyses performed;

(xiv) record of any deficiencies found in property control and the
corrective action taken;

(xv) interim and final clearance data for Government property;

(xvi) a file of all documents evidencing receipt of Government-furnished
property by the contractor where required in accordance with
C-305; and

(xvii) a file containing copies of all instruments affecting relief from
responsibility for Government property.

C-213.2 Control Records To Be Maintained. The property administrator
shall maintain a system of file control that will permit the ready location of
any document that he is required by this Manual to maintain.

C-213.3 Record of End Items. 'The property administrator shall maintain
arecord of all end items produced under the contract, based upon authenticated
receiving reports or processed vendors’ shipping documents, as follows:

(a) When there is no lapse of time between Government inspection and
acceptance of the end items and shipment from the contractor, the records
shall, as a minimum, consist of a summarization of quantities shipped and
accepted. When end items are accepted by the Government and stored with
the contractor, the record shall show the quantities stored and location.

(b) Some contracts provide that end items are to be retained by the
contractor for further use under the contract. Upon acceptance of such items,
they shall be considered to be “Government-furnished property’” and shall be
recorded by the contractor as required by the terms of the contract.

C-214 Numbering Property Accounts. A property account, consisting of
records maintained either by a contractor or Government personnel, shall be
assigned a property account number.

C-215 Auditing Property Accounts. Records of Government property
shall be audited by the Departments as frequently as conditions warrant. Any
such audit or audits may take place at any time during the performance of the
contract, upon completion or termination of the contract, or at any time there-
after. These audits will include records maintained by the contractor and such
records as may be maintained by Government personnel in connection with such
property. The property administrator and the contractor shall make all
property records, including correspondence related thereto, available for
inspection by the auditors.
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C-300 Scope of Part. This Part covers (i) the duties and responsibilities
of the contractor with respect to Government property, (ii) the liability of the
contractor for Government property lost, damaged, or for which the con-
tractor is otherwise unable to account, and (iii) the obligations of the contractor
with respect to the control of Government property, both physically and admin-
istratively. 'This Part III of this Manual is designed so that it may be incor-
porated by reference in the contract, as desired.

C-301 General. The contractor shall be directly responsible for and
accountable for all Government property in accordance with the provisions of
the contract. The contractor shall maintain and make available such records
as are required by Part III of this Manual, and must account for all Govern-
ment property until relieved of responsibility therefor in accordance with the
procedures as set forth hereinafter. Liability for loss, damage, or excessive
use of property in a given instance will necessarily depend upon all circum-
stances surrounding the particular case and must be considered and determined
in accordance with the provisions of the contract. The contractor shall furnish
all necessary data substantiating any request for discharge from responsibility.

C-302 Definitions. The definitions used in Part I of this Manual apply
to those terms defined therein when used in this Part ITT of this Manual or in
the contract.

C-302.1 Contracting Officer. As used in this Part III, the term “contract-
ing officer”” shall include any authorized representative of the contracting officer
acting within the limits of his authority, including the contract administrator
and the property administrator, as those terms are defined in C-103.2 and
('-103.5 of Part I.

C-303 Contractor’s Responsibility. A contractor shall be responsible for
all Government property in his custody or control in accordance with the terms
of the contract. The contractor may be relieved of responsibility for Govern-
ment property by any of the following methods, subject in any case to specific
contract provisions or specific instructions of the contracting officer within
the scope of the contract:

(a) Consumption of Property in the Performance of the Contract. To the
extent that property has been consumed or expended for proper purposes and
in reasonable amounts in the performance of the contract, the contractor shall
be relieved of responsibility for such property.

(b) Retention by the Contractor. This may occur when the contract is
completed or terminated, or otherwise in accordance with the provisions of
the contract. The contractor shall be relieved of responsibility for all property
which has been retained by the contractor; provided, that the Government shall
have approved the retention and shall have been reimbursed therefor in ac-
cordance with the terms of the contract or applicable regulations.

(¢) Sale of Property. 'The contractor shall be relieved of responsibility
for Government property sold with the approval of the contracting officer, in
accordance with applicable regulations; provided, however, that the proceeds
from such sale shall have been received by or credited to the Government.

(d) Shipment of Government Property from a Contractor’s Plant. The
contractor shall be relieved of responsibility when Government property is
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shipped from the contractor’s plant pursuant to the instructions of the
contracting officer.

(e) Written Advice of Contracting Officer. 'The contractor shall be relieved
of responsibility for Government property lost, damaged, destroyed, or con-
sumed, in excess of that normally anticipated in the manufacturing or process-
ing operation, as the result of appropriate action by the contracting officer
to determine the liability of the contractor provided such determination is fur-
nished to the contractor in writing and the Government shall have been ade-
quately reimbursed when appropriate. If the contract administrator is the
contracting officer or a designated representative of the contracting officer for
that purpose, he will thereupon determine the contractor’s liability.

C-304 Contractor’s Liability. Subject to the terms of the contract, the
contractor may be liable when shortages of Government property are disclosed
or when Government property is lost, damaged, or destroyed, or when there
is evidence of unrcasonable use or consumption of Government property as
measured by the allowances provided for by the terms of the contract or the
appropriate bill of materials.

C-305 Receipting for Government Property. The contractor shall be
required to furnish a written receipt for all, or specific classes of Government
provided property only in those instances where such action is determined by
the property administrator to be essential for maintenance of minimum accept-
able property controls. In these instances the property administrator shall
maintain for each contract a file of such documents or property record cards.
Where such evidence of receipt is required, it shall be provided by the con-
tractor not later than the time he submits his application for payment (public
voucher).

C-306 Property Control Records. The Contractor shall maintain proper
control over all Government property in accordance with methods which have
been established by the contractor and approved by the property administrator
consistent with the following:

(a) Material Issued Directly Upon Receipt, Minor Plant Equipment and
Special Tooling—

(1) Frixed-Price Contracts. In the case of Government-furnished mate-
rial which is issued directly by the contractor upon receipt so as to
be considered expended under the contract, and in the case of minor
plant equipment, and special tooling, the documents evidencing
receipt and issue maintained by the contractor will be accepted as
property control records; and

(ii) Cost-Type Contracts. For material, whether Government-furnished
or contractor-acquired, issued by the contractor directly so as to
be considered expended under the contract, for minor plant equip-
ment, and for special tooling, the Government invoices, contractor’s
purchase documents or other documentary evidence of acquisition
and issue, will be accepted as adequate property control records.

(b) Material Maintained in Stocks. In the case of material furnished by
the Government under fixed-price contracts, and in the case of material
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furnished by the Government or procured by the contractor, title to which
vests in the Government, under cost-type contracts, which material is main-
tained by the contractor in stock or stores, the contractor shall compile and
maintain appropriate records covering the description, cost when known,
acquisition and disposition, and such other information as may be required
to identify the property. Records of consumption on a unit or accumulated
basis shall also be maintained. The contractor shall be prepared to locate such
property within a reasonable time after request therefor.

(c) Plant Equipment. In the case of plant equipment furnished by the
Government under fixed-price contracts, or in the case of plant equipment
furnished by the Government or procured by the contractor, title to which
vests in the Government, under cost-type contracts, the contractor shall
compile and maintain individual property records covering the description,
cost, acquisition, and disposition of each item of plant equipment and such
other information as may be required to identify the property. The contractor
shall be prepared to locate any item of such property within a reasonable time
after request therefor. Records of plant equipment will be maintained on
DD Form 1342 shown in Exhibit A. Blank forms will be furnished the con-
tractor by the property administrator and will be used to reflect all Govern-
ment-provided plant equipment received, altered or shipped by, the contractor
on and after 1 July 1961. The forms will be completed by the contractor,
showing as a minimum the information specified in instructions furnished to
the contractor by the property administrator. After completion, the original
copy of the form will be retained by the contractor as part of the official property
records of the contract under this paragraph; the balance of the copies will be
delivered to the property administrator for distribution in accordance with the
above instructions.

(d) Real Property. In the case of real property furnished by the Govern-
ment under fixed-price contracts, and in the case of real property furnished by
the Government or acquired by the contractor, title to which vests in the Gov-
ernment, under cost-type contracts, the contractor shall maintain a continuous
itemized record of the description, location, acquisition cost, and disposition
of all Government real property, including unimproved real property, all
alterations and all construction work, and any site connected with such alter-
ation or construction, acquired by purchase, lease or otherwise. This itemized
record may be in the form of a cross-reference to maps, drawings, plans and
specifications.

C-307 Identification. All Government property shall be recorded and
identified as such by the contractor promptly upon receipt, and it shall remain
so identified so long as it remains in the custody, control or possession of the
contractor. '

(a) Euxtent of Identification:

(i) As a general rule, all Government material and minor plant equip-
ment shall be identified as Government property except in those
cases where—
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(A) no materials or minor plant equipment of the same type at the
same location are owned by the contractor, his employees, or
other contracting agencies;

(B) adequate physical control is maintained over tool-crib items,
guard force items, protective clothing and other items issued
for use by individuals in the performance of their work under
the contract;

(C) property is of bulk type or by its general nature of packing
or handling precludes adequate marking, as may be determined
by the property administrator; or

(D) property is commingled, as authorized by C-210 hereof;
Government-owned special tooling shall be marked with the des-
ignation of the Military Department responsible for funding and
control of such tooling, as follows: Army—‘“USA”, Navy—“USN”
Air Force—‘USAF”’, and Defense Supply Agency—“USD”,
unless it is determined that such marking will damage the special
tooling or is otherwise impracticable. Marking and identification
procedures may be expanded by the Department having cognizance
over the tooling to include end item reference, drawing number, and
such other information as may be desired in a given case. The
identification “U.S.” property shall not be changed solely to con-
form to the provisions of this paragraph;
Unless already marked in accordance with these instructions, all
Government-owned plant equipment, including industrial reserve
plant equipment, shall be marked by the contractor with an iden-
tification number, except minor plant equipment, or when the size
of the equipment or the nature of the material from which it is
made makes it impracticable, in which case such item will be as-
signed an identification number for record purposes, which number
shall be shown in the plant equipment property record; or the
equipment is accessory or auxiliary and attached to or otherwise
a part of an item of plant equipment and is required for its normal
operation, in which case such item shall be entered and described
on the record of the equipment to which it is attached or of which
it is otherwise a part. Once an identification number has been
affixed to an item of plant equipment, the identification will be
permanent and will not be changed so long as the equipment re-
mains under the control of the same Military Department (but
see (iv) below). Identification shall be effected by affixing a metal,
fibre, plastic or other plate directly to the equipment; by using
indelible ink, acid or electric etch, steel dies, or any other legible,
permanent, conspicuous, and tamper-proof method. Identification
shall consist of the following markings:

(A) An indication of Government ownership and of the Military
Department responsible for funding and control of the plant
equipment, as follows: Army—‘“USA”, Navy—“USN”, Air
Force—“USAF”, and Defense Supply Agency—“USD”;
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however, the identification ‘U.S.” property shall not be
changed solely to conform to the provisions of this paragraph;
(B) A two-part identification number, furnished by the Govern-
ment, consisting solely of numerals except as provided in (C)
below. The first part shall be the property account number,
and the second part shall be a serial number. In case plant
equipment furnished by the Government is already identified as
property of a Military Department, no change shall be made
in the markings, except as provided in (iv) below, and
(C) In the case of items included within a standard Departmental
registration system, for example, automotive, construction, or
weight-handling equipment, application for a proper registra-
tion number will be made to the cognizant Department, which
number shall be used in Leu of any other identification number.
(iv) Government identification markings shall be removed prior to sale
or scrapping. The markings so removed shall be shown on the
appropriate documents involved. In the case of a transfer of fund-
ing and control responsibilities to other Military Departments
new identification markings, in accordance with the requirements
of (ii) or (iii) above, may be affixed upon receipt of the equipment
by the receiving Military Department.

(b) Recording Identifieation Numbers. Assigned property identification
numbers will be recorded on all applicable receiving documents, shipping
documents, and other documents pertaining to the property accounts.

C-308 Segregation and Commingling. The contractors shall keep Gov-
ernment property segregated, except where commingling is approved by the
property administrator as being to the mutual benefit of the Government and
the contractor, or where the Government property involved is plant equipment,
special tooling or minor plant equipment which is clearly identified or marked
as Government property and is supported by appropriate control records.

C-309 Inventories.

() Interim Physical Inventory. The contractor shall take a physical
inventory of Government property whenever required by the property admin-
istrator but such inventory shall not normally be required of the contractor
more often than once a year. The inventory shall show the quantity and mone-
tary value of each item of property inventoried, and shall normally be lim-
ited to materials and minor equipment held in stocks and stores, and plant
equipment. It shall be classified by categories of whatever items are in-
ventoried, such as material, special tooling, minor equipment, plant equipment,
ete.

(b) Joint Physical Inventory and Selective Examinations. The property
administrator, if he desires, may join with the contractor in taking the inven-
tory required to be taken by the contractor. The property administrator shall
have the right to take an inventory or make selective examinations, whenever
he deems it necessary to protect the Government’s interest.
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(¢) Terminal Physical Inventory. The contractor shall take upon com-
pletion or termination of the contract, a physical inventory adequate for
disposal purposes of all Government property applicable to the contract in
the custody, control, or possession of the contractor. The inventory shall be
prepared on both a quantitative and monetary basis and be classified by
categories, such as material, special tooling, minor equipment, plant equipment,
etc. Standard items that have been modified may be described as standard
items, with a general description of the modification. Items that have been
constructed, such as test equipment, should be described in sufficient detail
to permit a potential user to determine whether they are of sufficient interest
to warrant further inspection.

C-310 Control of Scrap and Salvage. Procedures for the control of
scrap and salvage shall not be required unless the property administrator
determines that the scrap or salvage is substantial in amount and that the
Government is not receiving sufficient benefits from the use or disposal thereof
in which event the following procedures shall be applicable:

(i) The contractor shall establish a procedure whereby all Government
property that can be salvaged shall be returned to Government
stock, which procedure shall be subject to the approval of the
property administrator; and

(ii) If the property administrator determines that the contractor’s
scrap procedures and records are adequate to protect the Govern-
ment’s interest, he shall approve same in writing and furnish the
contractor a copy thereof. If the property administrator determines
that corrective measures are necessary to protect the Government’s
interest, he shall so advise the contractor. Where corrective action
would involve substantial increased costs or where agreement as
to corrective action is not reached through mediation, the difference
will be referred to the contract administrator.
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RULES FOR NOTICE AND HEARING UNDER GRATUITIES CLAUSE

IN ARMED SERVICES PROCUREMENT REGULATION 7-104.16
D-1. .. Introduction

Section 631 of the Department of Defense Appropriation Act, 1952, Public
Law 179, 82d Congress*, and similar statutory requirements in subsequent
Department of Defense appropriation acts require all contracts, other than
contracts for personal services, which call for the expenditure of funds appro-
priated for the Military Departments under the Act to contain a clause per-
mitting the termination of the contractor’s right to proceed under any such
contract and permitting the Government to pursue the remedies that it could
pursue in the event of breach of contract if it is found after notice and hearing
by the Secretary of the Department with which the contract was made, or by
his duly authorized representative, that gratuities (in the form of entertain-
ment, gifts or otherwise) were offered or given by the contractor or by his
agent or representative to any officer or employee of the Government with a
view toward securing a Government contract or favorable treatment with
respect to the awarding or amending, or the making of any determination with
respect to the performing of such contract. The Military Departments have
prescribed the use of such clause, as set forth in the Armed Services Procure-
ment Regulation, paragraph 7-104.16, in contracts as required by the above
Act and in other procurement contracts. It is the purpose of these rules to
make provision for the giving of the notice of hearing, for the conduct of the
hearing, and for other procedural matters incident to the exercise of the rights
and special remedies provided by the prescribed clause, wherever it is now or
may hereafter be used in contracts of the Military Departments. In the
interest of uniformity in proceedings before the three Military Departments,
these rules are hereby adopted. Nothing herein shall be construed to affect or
jmpair (1) the pursuit of other remedies available to the Government in any
instance, or (2) the right of termination of any contract for any reason available
to the Government under the terms of such contract.

D-2. Definitions

Department. The term ‘‘Department’ means the Department of the
Army, the Department of the Navy, or the Department of the Air Force.

Secretary. The term “Secreiary’’ means the Secretary, the Under Secre-
tary, or any Assistant Secretary of any Military Department.

Designee. The term ‘“‘designee’’ means the person or board to whom
authority has been delegated by the Secretary under Rule 3. The designee is
the Secretary’s authorized representative.

*The provisions of § 631 of P.L. 179, 82d Congress have been enacted as permanent law
(56 U.8.C. 174).
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- Delegation of Authority :

The Secretary may delegate to any person, mxhtary or cmlmn, or board
of such persons within his Department all the nut.honty of the Secretary
conferred by statute or the prescribed contract clause to give notiee of hearings;
to conduct hearings and to-make findings of fact with respect to (i) whether
a gn.tmﬁy ‘was oﬂered or glven by a contractor or. any-agent or repreaentauve
of such contractor: to a Government officer or employee with a view toward
'securing a-contraet.or securing favorable treatment with respect to the awarding
or amending or the making of any determinations with respect to the perform-
ance of such contract; and (ii) where appropriate, the amount of the costs
incurred by the contractor in providing such gratuity. - If the Secretary dele-
gates his authority to'a board; one of the members thereof shall be a person
trained-in the-law, and -the Secretary shall desxgnate one member to be the
presldmg officer-of the board. :

D-4. Notice and Contents

- Whenever information coming. to the attention of the Department indicates
that the procedures provided herein may be properly invoked; the Department
may cause a written notice to be served upon the contractor in the marnner
hereinafter provided. The notice shall be signed by the Secretary or his
designee and dated and shall include the following items:
: - (i) A statement of the time, place, and purpese of the hearing, and the
" authority and jurisdiction under which it will'be held. . The state-
ment-as to purpose need only identify the contract-clause, the con-
tract or contracts involved, and the ultimate facts to be determined.
- The time of the hearing shall not be less than 10 days after service
of the notice.

© (ii) Brief d!egasmm setting forth the clrcumetammm the
-offering or giving of the gratuity, including a dewnptmn of the
alleged gratuity itself and its estimated cost to the contractor;

an identification of the offeree or donee and of the offeror or donor
and the latter’s relationship to the contractor; and the approximate
date and place of the alleged offer or gift. Such allégations need be
only sufficient to apprise the contractor reasonably of t.he issues

" involved in the hearing,

(iii) A request that the contractor answer in writing the allegations of the
notice, including in-his answer such facts or arguments as he may
wish, and that he attend the hearing to adduce such evidence with
respect to the-alleged offer or gift as he may desire.

A suggested form of notice is set out as an appendix to these rules.

D-5. Service of Notice

Service shall be made by mailing or delivering a copy of the notice to the
contractor. Delivery of a copy means handing it to the party to be served,
or, if the party is a corporation, partnership, or unincorporated association,
handing it to an officer, partner, managing or general agent, or any other
agent authorized by appointment or by law to receive service of process,
or by leaving the copy at the contractor’s office with the person in charge
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thereof. Service by mail shall be made only by certified mail and service
shall be complete upon mailing. The manner of service shall be evidenced by
the signed endorsement of the person making the service upon a copy of the
notice to be included in the record of the proceeding. Service of notice may
be accepted or waived by the contractor by written endorsement on a copy
of the notice.

D-6. Continuances and Delays

The authority to grant continuances or to adjourn the hearing shall rest
with the person presiding at the hearing. Continuances will only be allowed
for the most compelling reasons.

D-7. Parties

The parties to the hearing will be the contractor concerned and the Govern-
ment. No intervention by other persons shall be permitted.

D-8. Representation and Hearing Assistants

The parties may be represented at the hearing and proceedings incident
thereto by legal counsel. Upon the appearance of record of legal counsel of
the contractor in the proceedings, service of papers as may thereafter be re-
quired may be made upon such legal counsel. The Department will make
available such technical assistants, including a reporter, secretary or notary,
as may be required.

D-9. Transcript

Testimony and arguments shall be reported verbatim. The reporter or
secretary shall make available to the contractor and to the Government tran-
scripts of the proceedings, including all testimony and copies of all documentary
exhibits upon the payment of the reasonable costs thereof as the Department
may by order fix.

D-10. Hearings

Hearings shall be conducted by the Secretary or his designee. Hearings
will be as informal as may be reasonably appropriate under all the circum-
stances. Evidence and testimony, although not ordinarily admissible under
legal rules of evidence, may be received subject to the discretion of the person
presiding at the hearing. Immaterial, irrelevant, or unduly repetitious evi-
dence shall be excluded. The parties may stipulate as to any facts or testimony.,
The testimony of witnesses shall be under oath and witnesses shall be subject
to cross-examination. The hearing officer shall make such rulings with re-
spect to the conduct of hearings as circumstances may require to ensure the
orderly and expeditious presentation of evidence in a manner fair to the parties
and consistent with these Rules and requirements of due process of law.

D-11. Depositions

Following service of the notice of hearing, a deposition may be taken as
herein provided, and placed in evidence whenever the ends of justice will be
served thereby.
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(@)

(b)

(c)

(7-104.16)

Notice to Take. When either party desires to take a deposition, unless
the parties stipulate as to the time when, and place where, the
deposition is to be taken, the name of the officer before whom it is
to be taken, and the names and addresses of the witnesses, the mov-
ing party shall give to the opposite party at least ten days’ notice
of the time when and the place where such deposition will be taken,
the name and address and official title of the officer before whom it
is proposed to take the deposition, and the names of the witnesses.
A deposition may be taken either upon written interrogatories or
upon oral examination, as may be specified in the notice. If the
deposition is to be taken upon written interrogatories, copies thereof
must accompany the notice to take depositions; if the opposite
party desires to submit cross-interrogatories, written cross inter-
rogatories should be served upon the party giving the notice within
5 days from the receipt of the notice to take the deposition. Notices
may be served upon the contractor as provided by Rule 4 or upon
his legal counsel of record. Service upon the Government may be
made upon the person signing the notice of hearing or the Govern-
ment representative of record. If service is made by mail, the mail
shall be registered and service will be complete upon mailing.
Taking Depositions. Depositions may be taken before and authenti-
cated by any officer, military or civil, authorized by the laws of the
United States or by the laws of the place where the deposition is
taken, to administer oaths. Witnesses shall be under oath and shall
be subject to cross-examination as at the hearing. Objections will be
reserved for determination at the hearing; provided, however,
objections as to the form of questions shall be made and noted in the
deposition. Each deposition shall show the caption of the proceeding,
the place and date of taking, the names of the witnesses, and the
party by whom called. The officer taking a deposition shall enclose
the original deposition and exhibits, in a sealed packet, with postage
or other transportation prepaid, and forward the same to the
Secretary or his designee.

Use of Deposition. Testimony taken by deposition will not be con-
sidered until offered in whole or in part and received in evidence. A
deposition taken by one party may be offered by the opposite party.

D-12. Submissions Without Appearance: Absence of Parties

If the contractor fails or refuses to appear or to make a written submission
without appearing at the hearing, the hearing shall proceed upon such evidence
as the Government may offer. The unexcused absence of any party shall not
be occasion for delay of the hearing. Notwithstanding the nonappearance of
the contractor at the hearing, proposed findings, conclusions, and argument
may be submitted in writing on the contractor’s behalf as provided in Rule 13.

1 D-12
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D-13. Argument and Request for Findings

Within the discretion of the person presiding at the hearing, limited oral
argument may be presented by the parties upon the completion of the hearing.
Within ten days after the hearing is completed, both parties may file in writing
with the person or board conducting the hearing proposed findings and con-
clusions with reasons and argument in support thereof. Copies will be pro-
vided to the opposite party.

D-14. Findings and Decision

As soon as practicable after completion of the hearing and the timely
submission of proposed findings and conclusions, the person or board that con-
ducted the hearing shall make written findings and conclusions with respect to
all material issues; reasons for the findings will be included at such length as
may be appropriate. The findings where adverse to the contractor will include,
in addition to other appropriate items, the following: (i) a description of the
gratuity that was offered or given; (ii) a statement of the costs incurred by
the contractor in providing the gratuity; (iii) the name and relationship to
the contractor of the person by whom the gratuity was offered or given on the
contractor’s behalf; (iv) the name and position of the officer or employee of
the Government to whom the gratuity was offered or given; (v) a description
of the contract which the Contractor sought to secure by the offering or giving
of the gratuity, or a statement as to the nature of the favorable treatment
so sought with respect to the awarding or amending, or the making of any
determinations with respect to the performing of a contract. When the find-
ings are made by a designee they shall be forwarded to the Secretary with rec-
ommendations as to whether the right of the contractor to proceed under any
contract mentioned in the notice of hearing shall be terminated, and as to the
exemplary damages to be imposed against the contractor, which shall be in
an amount which shall not be less than three nor more than ten times the costs
incurred in providing the gratuity.

Approved this 5th day of July 1952.
[Signed] Earn D. Jounson
Assistant Secretary of the Army.
[Signed] H. R. AskiIns
Assistant Secretary of the Navy.
[Signed] RosweLL L. GiLpaTrIC
Under Secretary of the Air Force.
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D6 RULES FOR NOTICE AND HEAING UNDER GRATUITIES CLAUSE
(7-104.16)

APPENDIX TO RULES

Form of Notice

BEFORE THE _ . :ucss-ms o socnsnmsssnssasnmme
OF THE ____ e
In the Matter of the XYZ Corporation,
Contraet__________: Proccedings L ____
Pursuant to Clause ._____._._._ of File No.
Contract NO. cocciccvoncanman=s mewmemno o
To: XYZ Corporation
Rockefeller Plaza
New York City, New York

1. You are hereby notified that at ________________ ) DA o) o PR 1952,
ali LOOM e ouesms sawas Of Bhe ooz oommame s sommps smane Building, - _______________ .
4 hearing will be held before .--..:zzcuc-cr suranemmemnans to determine whether or
not under the provisions of clause __________________________ of Government contract

________________________________ a gratuity has been offered or given on behalf of the
XYZ Corporation to an officer or employee of the Government of the United States with
a view toward securing (a contract) (favorable treatment with respect to the awarding
or amending, or the making of any determinations with respect to the performing of a
contract). If it is found that a gratuity was so offered or given, your right to proceed
under the contract may be terminated, and a penalty imposed in accordance with the
contract clause mentioned above. In the event of such termination the Government will
be entitled to pursue the remedies available for breach of contract.

2. The hearing at the time and place aforesaid will be held under the authority of (cite
applicable Public Law and clause of contract(s)). Enclosed is a copy of the Rules pro-
mulgated by the Secretary of the __________________________ pursuant to which the
hearing will be conducted. Papers pertaining to the proceedings may be captioned as above.

3. The contract(s) involved in the hearing, and which is (are) subject to termination if a
gratuity is found to have been given or offered to sccure favorable action as aforesaid, is
(are) identified as follows:

Contract number ________________ IO e s s st i ssrani it under
the: eognizanee 0f —cccmewomomsr s crcmmmontmen Stmsm s S S and executed
o), S on behalf of the Government

as the Contracting Officer.
4. The gratuity offered or given and the circumstances relating thereto are alleged to be
as follows: (Include in a concise statement the nature of the alleged gratuity; a fair estimate
of the costs incurred by the contractor in providing the gratuity; the identity of the offerce
or donee and his position with the Government; the identity of the offerer or donor and
his relationship to the contractor; and the approximate date, time, and place of the alleged
offer or gift. Also allege, as appropriate, that the gratuity was (offered) (given) with a view
toward securing a Government contract or favorable treatment with respect to the awarding
or amending, or the making of a determination with respect to the performing of a Govern-
ment contract. Identify or describe the contracts involved). On proof of the facts alleged
as aforesaid, the Government, in accordance with the applicable statutory and contract
provisions mentioned in paragraph 2, may terminate your right to proceed under the contract
identified in paragraph 3 and to pursue the remedies available for breach of contract;
also to impose exemplary damages as provided in such law and contract provision,

5. If you desire to be heard in this matter, you are requested to file with the Department
on or before the time of the hearing a written answer and to appear at the hearing.

By direction of the _________________
of the v ovime sarrmme e s
NOTE: Portions set apart by parentheses should be
stricken or modified as appropriate to con-
form to the facts.
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APPENDIX E
DEFENSE CONTRACT FINANCING REGULATIONS

E-000 Scope—Financing Defined. These regulations cover the financing
of contracts and subcontracts for the national defense. They are applicable
to contract financing for all types of contracts for all kinds of work, supplies
and services, except as provided in E-500.2 or as otherwise indicated herein.
The term “financing” as used in these regulations covers Government guar-
anteed loans, advance payments and progress payments (not including partial
payments for delivery of one or more completed units called for under a con-
tract) necessary for both performance and termination purposes, to the extent
authorized by law. Part 6 of these regulations covers the ascertainment and
collection of contract debts.

E-001 Purposes. These regulations are intended to (i) state basic con-
tract financing policy, (ii) assure proper uniformity in policies procedures and
forms, (iii) provide for application of the fundamental management principle
of internal check and balance, (iv) insure that the need for advance or progress
payments by contractors will not be treated as a handicap in awarding con-
tracts, (v) facilitate and accelerate the making of progress payments requested
by small business concerns under Government contracts, and (vi) emphasize
the usefulness and desirability of providing proper contract financing assistance
to small business concerns. In addition, Part 6 provides for the prompt
ascertainment and timely collection of contract debts owed to the Department
of Defense, provides an inducement for prompt payment by requiring the
charging of interest on such indebtedness, and states policies governing post-
ponement of payments.

E-002 Application. These regulations supersede all regulations, direc-
tives, procedures and instructions inconsistent herewith, including the joint
regulations dated 17 December 1956, issued as AR 715-6, NAVEXOS P-1006
(NPD 31-001) and AFR 173-133.

E-003 Implementation. The content of these regulations shall be distrib-
uted promptly to all personnel concerned with procurement and with contract
financing, including contracting officers, for information and compliance.
Copies of all implementing regulations, directives, procedures, and instruc-
tions, as issued from time to time within the Military Departments, at all
levels, shall be furnished promptly through channels to the Army Comptroller,
in the Department of the Army, the Assistant Comptroller, Accounting and
Finance, in the Department of the Navy, and the Deputy for Contract Financ-
ing to the Assistant Secretary (Financial Management) in the Department
of the Air Force, with an additional copy to be forwarded by those contract
financing offices, respectively, to the Assistant Secretary of Defense (Comptrol-
ler). Changes and additions for these regulations will be developed within
the Contract Finance Committee, in the manner contemplated by E-107.3
and E-218.
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DEFENSE CONTRACT FINANCING REGULATIONS
Part 1—Introduction

E-100 Scope of Part. This Part describes the methods of contract
financing by guaranteed loans, advance payments and progress payments, and
states basic authority and responsibilities.

E-101 Guaranteed Loans—Authority. Under Section 301(a) of the
Defense Production Act of 1950, as amended, and Section 301 of Executive
Order No. 10480, the Department of the Army, the Department of the Navy,
and the Department of the Air Force, among others, are designated as “guaran-
teeing agencies,” and authorized by Section 302(a) of Executive Order No. 10480
“to guarantee in whole or in part any public or private financing institution
(including any Federal Reserve Bank), by commitment to purchase, agree-
ment to share losses, or otherwise, against loss of principal or interest on any
loan . . . which may be made by such financing institution for the purpose of
financing any contractor, subcontractor, or other person in connection with the
performance of any contract or other operation deemed by the guaranteeing
agency to be necessary to expedite production and deliveries or services under
Government contracts for the procurement of materials or the performance of
services for the national defense, or for the purpose of financing any contractor,
subcontractor, or other person in connection with or in contemplation of the
termination, in the interest of the United States, of any contract made for the
national defense.”

As defined in Section 702(d) of the Defense Production Act of 1950, as
amended, ‘“‘the term ‘national defense’ means programs for military and atomic
energy production or construction, military assistance to any foreign nation,
stockpiling, and directly related activity.”

E-102 Guaranteed Loans—Description. Guaranteed loans, usually called

“V-loans,” are essentially the same as other loans made by financing institutions
without guarantee, except that under a standard form of guarantee agreement
the guaranteeing agency is obligated on demand of the lender to purchase a
stated percentage of the loan and to share losses in the amount of the guaranteed
percentage. Guaranteed loans afford an especially convenient medium for
financing borrowers who hold subcontracts, or numerous prime contracts, or
prime contracts with several contracting agencies. Funds are disbursed and
collected by the lending institution, and its personnel administer the loan.
Government funds are not involved except for purchases of the guaranteed
portion of loans or settlement of losses.

E-103 Advance Payments—Authority. Advance payments on all con-
tracts are authorized in accordance with the provisions of 10 U.S.C. 2307.
When appropriate, advance payments are also authorized pursuant to the Act
of August 28, 1958 “to authorize the making, amendment and modification of
contracts to facilitate the national defense” (P.L. 85-804, 72 Stat. 972), Execu-~
tive Order No. 10789, and Department of Defense Directive No. 7830.1. Navy
advance payments for salvage operations are also authorized by 10 U.S.C. 7364.

E-103 ARMED SERVICES PROCUREMENT REGULATION
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E-104 Advance Payments—Description. Advance payments are ad-
vances of money, made by the Government to a contractor prior to, in antici-
pation of, and for the purpose of complete performance under a contract or
contracts. Advance payments are made only to prime contractors. They
are expected to be liquidated from payments due to the contractor incident
to performance of contracts. Since they are not measured by performance,
they differ from partial, progress, or other payments made because of and on
the basis of performance or part performance of a contract. Advance pay-
ments may be made to prime contractors for the purpose of making subadvances
to subcontractors.

E-105 Progress Payments—Authority. Progress payments are author-
ized in accordance with the provisions of 10 U.S.C. 2307.

E-106 Progress Payments—Description. The term ‘“progress payments,”
as used herein, signifies payments made as work progresses under a contract,
upon the basis of costs incurred, of percentage of completion accomplished, or
of a particular stage of completion. As used in these regulations this term
does not include payments for partial deliveries accepted by the Government
under a contract, or partial payments on contract termination claims.

E-107 Responsibilities. The following sets forth organization and
responsibilities:

E-107.1 Organization. In terms of organization, the financing function
should be separated from the procurement function, but close cooperation
between the procurement and financing functions should be preserved at all
times. Insofar as progress payments are concerned, it is contemplated that
contract financing officers will ordinarily participate in the development of
appropriate regulations and standard contract provisions designed to avoid
undue risk to the Government, but will otherwise participate only in specific
cases involving policy questions or unusual financial arrangements and
conditions.

E-107.2 Resolution of Disagreements. If a disagreement arises between
the financing office and the interested procuring activity in any Department
as to whether, to what extent, or in what form, financing should be furnished,
the matter will be referred immediately to and resolved in the higher eche-
lons of authority responsible respectively for financing and procurement func-
tions, subject to any issue being resolved ultimately by the Secretary of the
Department concerned.

E-107.3 Responsibility—Administration—Coniract Finance Committee.
The responsibility for insuring uniform administration of financing in accord-
ance with directions shall be in the Assistant Secretary of Defense (Comp-
troller). Specific cases need not be referred to the Office of the Assistant
Secretary (Comptroller), unless policy or important procedural problems are
involved, and the day-to-day financing operations shall be the responsibility
of the Military Departments.
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Responsibility for financing in each Department shall be in the Under or
Assistant Secretary responsible for the comptroller function, with the focal
point of such activities at Departmental headquarters although contract financ-
ing offices may be established at the operational level determined by that
Department.

There shall be a Contract Finance Committee composed of a representa-
tive of the Assistant Secretary of Defense (Comptroller) as Chairman, a rep-
resentative of the Assistant Secretary of Defense (Installations and Logistics)
and two representatives of each Military Department (one representing pro-
curement and one representing the contract finance office), which Committee
shall meet upon call by the Chairman, upon his own initiative or when requested
by & member of the Committee. This Committee shall advise and assist the
Assistant Secretary of Defense (Comptroller) in assuring proper and uniform
application of policies and the development of procedures and forms, and may
from time to time recommend to the Secretary of Defense through the Assist-
ant Secretary of Defense (Comptroller) and the Assistant Secretary of Defense
(Installations and Logistics) such further policy directives on the subject of
financing as may appear desirable. This Committee shall be responsible also
for the formulation, revision and promulgation of uniform regulations on com-
tract financing (E-218). For matters involving guaranteed loans, a representa-
tive of the Board of Governors of the Federal Reserve System may be invited to
meet with the Committee. The Committee also may from time to time secure
the advice of representatives of other branches of the Government and other
persons and may invite such representatives and persons to its meetings.
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E-200 Scope of Part. This Part sets forth basic policies applicable to
guaranteed loans, advance payments, and progress payments. Policies and
- procedures more particularly pertaining to the specific methods of contract
‘financing are contained in the parts of these regulations relating to each
"method of financing.

E-201 Acceleration of Payments. Payments must be made promptly
on all contracts when due. It is of continuing importance that there be acceler-
ation of all proper payments earned by contractors, including progress pay-
ments.

E-202 Timely Action. In connection with requests for provision of prog-
ress payments, advance payments, or loan guarantees, there must be timely
action, no unwarranted delay, and no hesitation to make proper contract
financing provisions.

E-203 Uniformity. Uniform financing policies and, so far as practicable,
uniform procedures and standard forms are to be used by the Military Depart-
ments and, to the extent mutually agreed upon by the Military Departments,
facilities and personnel are to be used in common.

E-204 Small Business. Immediate and continuing attention must be
given at all levels to insure that constructive measures will be taken to facilitate
and accelerate necessary contract financing assistance to small business con-
cerns. Every reasonable effort must be made to assist small business concerns
in the resolution of their problems relative to the financing of contract per-
formance, including any cases in which it may be reasonably necessary to in-
crease the rate for progress payments and to assist them in understanding and
complying with the requirements of performance as to payment forms, inspec-
tion and cost accounting. However, the issuance of a certificate of competency
by the Small Business Administration shall not be considered as a requirement
that contract financing must be provided by a Military Department.

E-205 Purpose of Contract Financing. The providing of funds for pay-
ment of expenses of performance of contracts is an essential element of defense
production. Contract financing is to be regarded as a useful working tool that
may be used to the benefit of the Government, for aiding procurement by
expediting performance of defense contracts and subcontracts. The contract
financing system makes possible production in volume that could not be
accomplished otherwise. Prudent contract financing supports procurement and
production and fosters the small business policy by providing necessary funds
to supplement other funds available to contractors for contract performance.

E-206 Support of Procurement—Minimizing Monetary Loss. Financ-
ing must support procurement and should be designed to aid, not impede,
essential procurement, but should be so administered as to avoid the risk of
monetary loss to the Government to the extent compatible with aiding essential
procurement.

E-207 Reasonable Need. Government financing for production or
services should be provided only if, and to the extent, reasonably required for
prompt and efficient performance of Government contracts and subcontracts.
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E-208 Working Capital Purposes. Guaranteed loans under Section 301
of the Defense Production Act of 1950, as amended, will be used primarily for
working capital purposes. Such guarantee authority will not be used for loans
for facilities expansion.

It is not the intent of these regulations, however, to preclude guarantees
in cases in which a relatively small part of the loan might be used for facilities
expansion of a minor or incidental nature; provided, that the borrower’s finan-
cial condition is such that the facilities expansion will not delay or impair
repayment of a guaranteed loan which would be granted on a commercial
banking basis.

Since advance payments and progress payments should be self-liquidating
from contract performance, they also will not be used to finance fixed asset
acquisitions for contractor ownership.

These limitations are not intended to apply to contracts under which
facilities are being acquired for Government ownership.

E-209 Order of Preference. In determining what form of financing shall
be recommended or made available to suppliers, the following order of prefer-
ence generally should be observed, recognizing that there may be valid excep-
tions in specific cases or classes of cases:

(i) Private financing on reasonable terms (without governmental
guarantee)—supplemented when reasonably necessary by Govern-
ment financing to the extent reasonably required;

(ii) Customary progress payments, as described herein (E-503) includ-
ing progress payments incident to “Small Business Restricted
Advertising”’ or incident to procurement by formal advertising, as
authorized herein (E-504) except that guaranteed loans may be pref-
erable to customary progress payments when so indicated by a
contractor and financing institution; or progress payments based on
a percentage or stage of completion, confined to contracts for
construction (10-101.6), shipbuilding and ship conversion, alteration
or repair;

(iii) Guaranteed loans (with financing institutions participating to an
extent appropriate to the risk involved);

(iv) Unusual progress payments, as described herein (E-505), not includ-
ing contracts involving advance payments;

(v) Advance payments (E-408.)

E-210 Financing Not a Handicap. The need for advance payments or for
progress payments or for a guaranteed loan (with reasonable percentage of
guarantee) shall not be treated as a handicap in awarding contracts to those
qualified contractors who are deemed competent and capable of satisfactory
performance (1-903.1, 2-406, E-211, and E-212). The ability of the con-
tractor to perform the contract, including the availability of money or credit
necessary for performance, must be reasonably assured in all cases. Awards
which are otherwise proper must not be deterred by the necessity for providing
reasonable contract financing. A contractor deemed reliable, competent,
capable and otherwise responsible, must not be regarded as any less responsible
by reason of the need for reasonable contract financing provided or guaranteed
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by a Military Department. Responsible personnel must endeavor to assure
that full, proper and prudent use is made of contract financing, in such
ways that financial difficulties will not bring about delay or failure in per-
formance or result in monetary losses to the Government. In selection of an
appropriate method for provision of funds, contractors will not be expected
to seek or obtain loans or credit (i) at excessive interest rates or other exorbitant
charges, or (ii) from agencies of the Government outside the Department
of Defense.

E-210.1 Nonindication of Contract Financing Need. Before contract
awards, contractors sometimes indicate that contract financing by guaranteed
loan, progress payments or advance payments will not be required. In some
of those cases, the need for such contract financing later arises, usually from
changed circumstances differing from those projected at the time of the award.
The fact that a contractor did not indicate before award that he would require
contract financing, or that he stated that he would not require such financing,
does not disqualify the contractor for proper contract financing conforming
to these regulations and should not be permitted to deter such financing. Each
such case should be dealt with and decided on its merits, without giving weight
to the contractor’s earlier error with regard to the need for contract financing.

E-211 Financial Responsibility of Contractors. Procuring activities in
placing contracts must give due regard to the financial capabilities of the sup-
plier. Financial difficulties encountered by contractors and subcontractors
may (i) disrupt production schedules, (ii) cause wastage of manpower and
materials, and (iii) if connected with guaranteed loans, advance payments, or
progress payments, result in monetary loss to the Government. Also, if finan-
cial crises occur in the course of a contractor’s production, the need for con-
tinued production may make guaranteed loans or advance payments imperative
for continuance of such production, even though monetary losses may be likely
under the circumstances. In order to reduce these hazards so far as possible,
contracts should be entered into only with those potential contractors who meet
the requirements of 1-903.1 or 2-406, and who have the financial capacity
or credit (giving due regard to the availability of progress payments, guaranteed
loans, and advance payments), technical skill, management competence, and
plant capacity and facilities (including subcontracting capacity) reasonably
to assure their ability to perform their contracts in accordance with their terms.
Care should be taken also to the extent practicable to avoid the placement of
additional contracts or subcontracts with contractors in situations where
additional contracts will overload the contractor’s production capacity, over-
extend his financial resources and credit, and thus tend to interfere with timely
performance of contracts on hand, and create need for additional contract
financing arrangements, which may be impossible to establish on a prudent
basis. In all cases, whether involving formal advertising or negotiation, it
must be determined that the contractor is financially and otherwise able to
perform the contract. In addition, consideration must be given to the judg-
ment, skill, and integrity of the potential contractor, and to his reputation
and experience, including prior work of a similar nature done by him, and the
other factors set forth in 1-903.1, 2-406, or 3-101, as appropriate. Persons
placing subcontracts, at all levels of subcontracting, should be encouraged to
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apply these standards in placing subcontracts. Some practical examples of
important points which should be kept in mind are set out below.

E-211.1 Small Volume of Work. Unduly small volume of work, in relation
to amount of overhead expense, may result in losses to such extent as to inter-
fere with or prevent performance of contracts. The order backlog on hand
and reasonably foreseeable should be sufficient to enable operations to continue
at least through the contemplated term of the contracts for which contract
financing is being considered.

E-211.2 Large Volume of Work. Unduly large volume of work to be per-
formed concurrently with a contract may result in insufficiency of cash or
credit to support the work, or in delays or collapse on account of inadequacy
of plant space, production equipment, engineering or production personnel,
or unavailability of materials, parts or components, An apparently unduly
large backlog may or may not be a deterrent, depending upon the relationship
of the scheduling of all the work to the available credit, facilities, personnel,
suppliers and subcontractors.

E-211.3 Unrealistic Cost Estimates. Incompetence, carelessness, or over-
optimism of management may cause or permit the making of bids or proposals
for work involving techniques, processes or ‘‘know-how’’ on which the contrac-
tor has no sufficient experience. Such work may be for the end items under a
Government contract or for end items under other contracts (whether existing
or prospective). In either case, unforeseen difficulties of performance and
unanticipated excess of costs over contract prices may prove ruinous. In
such cases, the proposed price, or cost estimates, whether or not based on past
performance and experience of qualified competent contractors for the same
or similar kinds of end items, may be unrealistic for the inexperienced con-
tractor and may make the company’s financial projections completely unreal-
istic. Comparative bids or proposals by others are important and useful
factors in evaluation of the adequacy or inadequacy of proposed prices. How-
ever, a proposed price that seems unduly low may in fact be founded solidly
on superior efficiency or on the discovery of new and improved techniques
or processes that will enable the contractor to perform at costs substantially
less than those of other contractors.

E-211.4 Technical and Engineering Evaluation. While management and
technical competence must be evaluated largely on the basis of past perform-
ance of management and technical personnel, in doubtful cases financial fore-
casts cannot be analyzed adequately without the benefit of technical and
engineering judgments based upon detailed scrutiny of the contractor’s pro-
duction plans and contemplated processes in relation to the quantity and
quality of available facilities and personnel. However, while inexperience of
the contractor in production of a contemplated end item or similar kinds of
end items is a danger signal requiring close collaboration of all personnel con-
cerned with the various elements of contract awards and contract financing,
close analysis of the facts may provide sound reasons for belief that the pro-
spective contractor, with proper and prudent contract financing assistance,
will be able to perform on terms and conditions, including price, beneficial to
the Government.
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E-211.5 Importance of Type of Contract—Development. The type of con-
tract may constitute the dividing line for decision as to ability or inability to
perform and the related question of the prudence or imprudence of providing
contract financing. If the contemplated end items are essentially development
items—whether or not the contract is labeled a development contract—a fixed-
price type of contract, whether firm fixed-price, fixed-price with escalation or
fixed-price subject to price revision with a ceiling, may prove impossible of
performance within the contract price and may result in nondelivery of ac-
ceptable end items and in disaster to the contractor. Except for those con-
tractors who are exceptionally strong financially, it is imperative in these
cases that financial analysis and evaluation be Based upon the closest possible
scrutiny by, and stated judgments of, qualified engineering and technical per-
sonnel with regard to the details and difficulties of performance and their
relation to projected costs of the work.

E-211.6 Engineering, Production and Purchase Plans. Company plans
may contemplate engineering costs, tooling costs, direct labor costs, or prices
of materials, parts or components that are unduly low. Financial forecasts
cannot be made intelligently or usefully without the benefit of careful and
competent analysis of all significant elements of the engineering, production
and purchasing aspects—by qualified technical personnel. Such analysis
would need to evaluate the company’s estimated costs for each significant
performance element against the probable costs to be encountered for all
elements necessary for actual performance. It may, for example, be foresece-
able upon analysis that the company has materially underestimated the amount
of engineering and testing necessary for completion of a satisfactory prepro-
duction model, or the quantity and quality of special tooling or other manu-
facturing aids that may be required for production of the end items, or the
amount of direct labor that will be required, or the purchase price of neces-
sary materials, parts or components. The company may also have been in
error as to the probable technical ability of contemplated subcontractors to
provide acceptable parts or components. The company may even—in some
cases—be expecting to have significant portions of the work done by tech-
nically or financially irresponsible subcontractors, some of whom may be af-
filiated with the contractor or related financially to the contractor’s ownership
or management. All these elements, in appropriate cases, require analysis
and evaluation by competent engineering and technical personnel and bear
upon the soundness or lack of soundness of the evaluations of financial capa-
bility and of the risks of monetary losses that would be involved in contract
financing.

E-212 Coordination Before Contract Award. For effective application
of the principles stated in E-211, each purchasing office should be staffed
with and use the services of persons qualified and competent to evaluate
credit and financial problems, or each contracting officer should have available
within his procuring activity, and should use the services of persons so qualified
and competent to evaluate credit and financial problems. Among other things,
the duties of such persons would be to arrange, prior to contract awards, and
so far as practicable, prior to subcontract arrangements, that financing for
performance of contemplated contracts and subcontracts is reasonably assured
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prior to or contemporaneously with the making of contracts. In those excep-
tional cases where there is substantial doubt that a prospective contractor has
the financial capacity or credit resources essential to the performance of the
contemplated contract, the interested procuring activity, after having deter-
mined that no satisfactory alternative sources of supply are readily available
on terms equally as favorable to the Government, should, prior to placement of
the contract, consult with the appropriate contract financing office of the inter-
ested Department, to determine whether financing can prudently be arranged.
These contract financing offices are the Army Comptroller, in the Department
of the Army, the Assistant Comptroller, Accounting and Finance, in the De-
partment of the Navy, and the Deputy for Contract Financing to the Assistant
Secretary (Financial Management), of the Air Force. In such consultation it
should be resolved, if placement of the contract is deemed beneficial to the
interests of the Government, whether and by what means financing should be
provided.

E-213 Financial Information and Analysis. The necessity for financial
information and analysis, and the scope, depth and detail of analysis of the
financial capability of contractors, for contract financing purposes, must vary
reasonably with the circumstances of particular cases. The extent of accumula-
tion of data, and the evaluation thereof, must necessarily be determined by the
informed judgment of competent, responsible personnel. Essentially, this
process must be neither over-done nor under-done. For example, financial
analysis would serve no useful purpose in connection with provision of custom-
ary progress payments (i) for contractors who are known from experience to
be so strong and so competently managed as to be fairly relied upon to perform
their contracts satisfactorily, or (ii) for contractors who are known to be in
satisfactory financial condition and operating profitably, where the items in-
volved are regularly produced by the contractor and the contract amounts are
well within the normal sales volume of the contractor. In such cases, the
financial evaluation might well consist of no more than scrutiny of readily
available published balance sheets and operating statements. In doubtful
cases, the financial analysis would have to be as broad, and as meticulously
and painstakingly detailed, as is necessary to fit the circumstances of the case.
The obtaining of information relevant to financial capability, and the analysis
and proper evaluation of that data, are of particular importance where (i) the
contractor is a new supplier to the procuring activity, or (ii) the contractor has
not supplied the item or a substantially similar item to the procuring activity
within the preceding twelve months, or (iii) the contractor is a newly organized
concern, or (iv) the contractor is on a list requiring pre-award clearances or
special clearance prior to awards, or (v) the contractor is on any current list
indicating current or past contract defaults or delinquencies, or (vi) the con-
tractor is known to be involved in performance difficulties as a supplier or
subcontractor for private customers on either Government or commercial work,
or (vii) the contractor is listed on the consolidated list of contractors indebted
to the Government (Hold-Up List), or (viii) there are any known facts or circum-
stances which support reasonable doubts as to the contractor’s financial capa-
bility of performance.
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When only minimum information is reasonably necessary, such as a cur-
rent balance sheet and operating statement and similar financial statements for
the next preceding fiscal year, these may be either published statements, audited
statements, certified statements, or any combination of those, from any con-
venient source.

E-214 Appropriate Information—Purposes. The kinds of information
and data that may be appropriate under the circumstances of particular cases
(E-213) for adequate disclosure of the contractor’s financial condition, for
full understanding of the propriety and reasonable necessity for contract
financing, for evaluation of the contractor’s ability to perform his contracts
without loss to the Government, and for informed judgment with regard to the
terms, conditions and protective provisions that may be appropriate and prudent
for the protection of the Government, are outlined below. It is emphasized
that only those items which are appropriate to the particular case will be required.

(a) Balance sheet and profit and loss statement for the most recent fiscal
year prepared and certified by an independent public accountant (including his
comments, if any), and, if available, similar financial data for the two previous
years; also latest available interim balance sheet and profit and loss statement
of the current fiscal year; also a separate statement of amounts of defense
and commercial sales. If audit reports are not available, then corresponding
statements should be submitted, certified by an authorized officer, partner, or
individual proprietor as truly and fully setting forth the financial condition
and operating results of the applicant; also, if a proprictorship, partnership
or joint venture, personal financial statements of proprietor, partners, or mem-
bers of joint venture and description of individual liabilities of partners or
members of joint venture on contracts of partnership or joint venture;

(b) Summary history of contractor and his principal management per-
sonnel, indicating particularly any past insolvencies of the contractor or a
predecessor or of the officers, partners, or proprictors; also a description of
his products or services;

(c) Statement of all affiliates of the contractor, showing financial interests
of the contractor in affiliates and of affiliates in the contractor, and also mutual
officers, directors, and major stockholders or owners, and disclosing character
and amount of business transactions with affiliates or with officers, directors,
major stockholders or owners of the contractor or his affiliates; also, if a cor-
poration, list of major stockholders, and shares held;

(d) Statement of compensation payable to each officer, partner, proprictor,
and principal executive, and to cach key employee receiving comparable com-
pensation, including bonus, commission, and profit-sharing arrangements, to-
gether with similar data for the past two years; also past and projected divi-
dends, unless obtained with (a) above;

(¢) Schedule of principal contracts and orders on hand, showing defense
orders and civilian orders separately, and showing face amounts, unfinished
amounts, and unliquidated advance or progress payments, and also indicating
bids outstanding and contemplated and explanation concerning contracts
under negotiation;

(f) Cash forecast, showing estimated disbursements and receipts for the
period or periods involved (see E-214.1 and E-214.2);

ARMED SERVICES PROCUREMENT REGULATION 1 E-214



1 July 1960
E12 DEFENSE CONTRACT FINANCING REGULATIONS

(g) Estimated profit and loss statements and estimated balance shects
(see E-214.3);

(h) Comparison of past financial results with estimates previously fur-
nished by the contractor;

(1) Credit agency ratings of the contractor, and, when significant, credit
agency ratings of principal subcontractors and of principal business customers
(defense and commercial) of the contractor;

(j) Existing and contemplated credit or financing arrangements, names
of parties and relationship, if any, to contractor, amounts available or to be
available, periods of availability, and required or contemplated payments, in-
cluding (i) loans and credits, (ii) advances and progress payments, (iii) pro-
jected equity capital increases, (iv) deferred trade credit, if any, (v) creditor
subordinations or standbys, and (vi) mortgages, liens, pledges, assignments,
conditional sales, lease-purchases, hypothecations, and other encumbrances or
security arrangements, both existing and contemplated;

(k) Status of all tax accounts, particularly Federal income, excise, and
withholding taxes, and social security taxes or contributions (including verifi-
cation with Internal Revenue Service, when appropriate) with special atten-
tion to the matter of Federal tax delinquencies (which are covered by the lien
and right of distraint and levy provided by Sections 6321 and 6331 of the
Internal Revenue Code);

(1) Appropriate information, explanation and schedules to indicate (i)
leases, deferred purchase arrangements, and patent or royalty arrangements,
outlining terms and showing relationship, if any, of other parties to the con-
tractor, (ii) insurance maintained and to be maintained, (iii) contemplated
capital expenditures, debt reduction or retirement, and acquisitions of capital
stock, (iv) delinquencies on contracts, subcontracts or purchase orders, and
status thercof, (v) pending or anticipated liability for contract price refunds,
or for rencgotiation, or for other Government claims, (vi) anticipated losses
on contracts, (vil) contingent liabilities, including those on endorsements,
guarantees, warranties, surety bonds, and material litigation pending or threat-
ened, (viii) aging and collectibility of accounts and notes receivable, status of
disputed receivables, identification of any amounts included in receivables but
not currently due and payable, (ix) obsolescence of inventory and method of
valuing inventory, (x) aging of accounts and notes payable, identifying major
creditors and interest rates and other charges, if any, and status of significant
disputed items, (xi) adequacy of reserves for depreciation, (xii) analysis of
surplus;

(m) Significant ratios such as (i) inventory to annual sales, (ii) inven-
tory to current assets, (iii) liquid assets to current assets, (iv) liquid assets
to current liabilities, (v) current assets to current liabilities, and (vi) net
worth to debt;

(n) Comments and opinion of audit agency concerning contractor’s ac-
counting system and controls, and available audit agency analysis of important
elements of financial statements or projections;

(o) Other facts that may be appropriate for the purposes stated at the
beginning of this E-214. See E-211.1 to E-211.6, inclusive.
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E-214.1 C(ash Flow Forecast, and Estimated Financial Statements. In
doubtful cases, an estimated cash budget (Cash Flow Forecast) and related
estimated Profit and Loss Statements and estimated Balance Sheets prepared
by the contractor, will be very useful for the purpose of arriving at an informed
judgment as to the cash requirements (both for the contract and for the con-
tractor’s other activities), cash receipts for the contract period, and cash or
credit needed to supply any excess of projected expenditures over projected
receipts. When considered useful or necessary, such estimates should be re-
quested from the prospective contractor, analyzed by financial personnel, and
discussed to the extent necessary or appropriate with the prospective contrac-
tor. Many contractors will have such projections readily available, perhaps
not including estimated balance sheets. The failure of the contractor to have
prepared such estimates, or resistance to their preparation, or difficulties and
delays in preparation, or poor quality of the projections, or the use of un-
reasonable or unrealistic assumptions in their preparation, may well constitute
warning signals that the company’s planning has been insufficient and that
significant financial troubles may be encountered during the contemplated
period of contract performance.

E-214.2 Realistic Assumptions. Cash forecasts can, of course, be no more
reliable and representative of probable financial developments than the as-
sumptions on which these forecasts are based. Each cash forecast and related
projection should disclose the important underlying assumptions. Most im-
portant of these assumptions are the—

(i) estimated amounts and timing of purchases of materials, parts,
components, subassemblies, services, and payments therefor;

(i1) estimated amounts and timing of purchases of machinery and
equipment, other production or test facilities, other fixed assets,
and purchases or production of special tooling, and payments
therefor;

(iii) schedule of fixed cash charges, such as debt installments, interest,
rentals and taxes;

(iv) projected manufacturing and production schedules;

(v) projected shipments, or delivery acceptances;

(vi) estimated amounts and timing of billings to customers (including
progress payments), and customer payments;

(vii) estimated amounts and timing of cash receipts from lenders or

other credit sources, and liquidation of loans; and

(viil) estimated amounts and timing of cash receipts from other sources.
The assumptions underlying cash forecasts should be checked for reasonableness
and realism—with the contractor, Government personnel responsible in the
areas of engineering, production scheduling, cost and price analysis, and with
others (including prospective supply, subcontract, and loan or credit sources)—
as may be prudent in the circumstances of the case.

E-214.3 Estimated Profit and Loss Statements and Balance Sheets. The
cash budget or cash forecast does not show anticipated profit or loss, and is
limited to the forecast of movements within a company’s cash account. The
concurrent submission of an estimated profit and loss statement covering the
same period serves to tie in the anticipated cash transactions with the estimated
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sales and expense activity, and culminates in the estimated balance sheet
position. The estimated profit and loss statement also can serve as a guide for
evaluating the company’s projections with respect to sales volume, cost of
goods sold, gross profit and net profit in relation to the known results of past
performance.

The interrelationship between the cash budget, estimated profit and loss
statement and estimated balance sheet, covering a given period, is illustrated
in charts 1 and 2.

E-215 Termination Financing. It is recognized that adequate protec-
tion against the financial impact of termination of Government contracts and
subcontracts should encourage suppliers to invest their own funds in per-
formance under such contracts and that financing for termination purposes
will be an important aid to ultimate reconversion of industry to peacetime
activities. Accordingly, termination financing may be made available, with
appropriate protection of the Government’s interest, either in connection
with or independently of performance financing.

E-216 Report of Adverse Developments—Prompt Decisions. When
materially adverse developments concerning a borrower having a guaranteed
loan, or concerning a contractor having advance payments or progress pay-
ments, become known to a procuring activity, pertinent facts, including report
of remedial or protective action taken or proposed, should be reported by the
procuring activity to the contract financing office of the Department princi-
pally concerned with the contract financing, so that timely appropriate pro-
tective or remedial action may be taken by coordinated action of all concerned.
However, the filing of such reports shall not relieve the personnel responsible
for administration of the contract from taking such action as is deemed proper,
prudent, and beneficial to the Government. When there are reasons to doubt
the prudence of continuing progress payments or advance payments in cases
involving performance difficulties or financial deterioration, decision must
be made promptly and with proper regard to the harmful effects of delay on
the continued operation of the contractors concerned.

E-217 Reports. Each Department shall submit reports of financing
activities at such times and in such form as may be prescribed or approved by
the Assistant Secretary of Defense (Comptroller).

E-218 Deviations—Amendments. Actions in the exercise of the judg-
ment and discretion allowed by these regulations are not deviations. Actions
contrary to or inconsistent with or varying from these regulations would be
deviations. Deviations will be permitted only when necessary in exceptional
circumstances, after (i) the proposed deviation has been presented to the
Contract Finance Committee, (ii) the recommendations of that Committee have
been obtained, and (iii) the approval of the Assistant Secretary of Defense
(Comptroller) or his designated representative has been given. The above
procedure will be followed also for amendments to these regulations (see
E-003). The provisions of the Armed Services Procurement Regulation
pertaining to deviations (1-109.2 and 1-109.3) and to amendments (1-105) do
not apply to these contract financing regulations.
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PROJECTION OF FINANCIAL STATEMENTS

Profit and Loss Projection
Net Sales - - - ..

Materials. Used e oo nmomnos secen s sooe
Direct LAabor-c oo somsesos smren stosse, cosa
Mg BEDes ——ccmic cmcm i e S E SRR e e e

Cost of Goods Sold

Operating Profit-- - cczncceccoresscsessasnan
Income Tax Provision

Net Profit

* * * * *
Cash Projection

E15

Chart No. 1

1st mo.

2d mo.

3d mo.

Totals

123

42
31
32

105

Cash Balance (Opening) - - _ ___ ____ _______________ 78
Receivable Collections__ . ____________________ 112
Progress Payments Received_ - - - _____________ 30
Bank Loan Proceeds_________________________ 100

Total ProceedSicsmmsssmenaossesmaamsm sue snmssns 320
Trade Payables Paid_ - - _____________________ 76
Direct Labor Paid___________________________ 31
Mfg. Exp. Paid_____________________________ 35
G&AExp. Paid___________________________ 9
Payment on Long Term Debt_ _ - _____________ 2
Fixed Asset Addition_ _______________________ 4
Income Taxes Paid.___ . ______ . ____________ 11
Progress Payments Repaid_ __ ________________ 24
Bank Loan Repayment_ _____________________ 66

Total Disbursements_ - - _________________________ 258

Cash Balance (Closing) - - - ____.. 62

* * * * * T
Balance Sheet Projection

Assets Beginning
Cash__________ .. 78 62
Receivables__ ______________________ 188 199
INVENLory s con sovurmmes sscmmsmmrmmme 306 308

Current Assets_ _ _______________ 572 569
Fixed Assets (Net) . ____________ 53 56
Deferred Charges___________________ 27 25

Total Assets_ _ _ ___ _ ____________________ 652 650

Liabilities
Notes Payable—Banks______________ 150 184
Progress Payments Outstanding. _____ 56 62
Trade Payables_____________________ 102 71
Income Tax____________________.____ 45 38
Aceruals__ _________________________ 30 24

Current Lianbilities. - - c=coccnmsns 383 379
Long Term Debt_ _ _________________ 62 60

Capital Stoek - - _______________ . ___ 153 153

Surplus.__ .. 54 58

Total Liabilities and Net Worth__________ 652 650
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INTERRELATIONSHIP OF PROJECTION OF FINANCIAL STATEMENTS
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E-219 Interpretations. It is important that these regulations and the
clauses set forth herein be applied fairly and uniformly for all contractors.
When a serious question of interpretation or application of these regulations
arises within a procuring activity, and is regarded as being of general im-
portance, if the circumstances reasonably permit the obtaining of an advance
opinion on the question from Departmental headquarters, the question should
be presented, through procurement channels, to the procurement policy office
of the Department primarily interested, namely, the Deputy Chief of Staff
for Logistics, Office of Naval Material, or Deputy Chief of Staff/Materiel.
If the circumstances do not reasonably permit request for advance opinion,
report of an interpretation made (if regarded as important and of general
interest for uniform application or interpretation of these regulations) should
be made to the appropriate one of the procurement policy offices mentioned.
Those are expected to take appropriate and timely action to obtain the views
of interested offices of the other Departments, including the contract financing
offices (E-212). When questions submitted are considered to be of importance
in the general interest of uniformity and of fair and effective administration of
these regulations, appropriate revision of these regulations, will be considered
in the manner outlined in E-003. In periods between any amendments of
these regulations, it is contemplated that information on important interpre-
tations of general interest, reported to or made at Departmental headquarters,
will be made available to procuring activities for dissemination to interested
purchasing offices.

E-220 Foreign Procurement. These regulations apply equally to
domestic and foreign procurement, with the exceptions and qualifications
stated below. The enforceability of a contract provision in a foreign juris-
diction is dependent on local law and procedure. It may sometimes become
necessary to take action in foreign countries to enforce collateral security or
other contract financing protective provisions, or to recover property pursuant
to a progress payment clause, and to collect contract financing indebtedness.
In such cases, the nature and extent of remedies available for enforcement of
contract provisions is necessarily determined by the laws, rules and procedures
of the country in which the relief is sought.

E-220.1 Progress Payments on Contracts for Foreign Performance. When
progress payments (Part 5) are contemplated for contracts to be performed
wholly or partly in a foreign country, appropriate legal advice should be
obtained with respect to the validity, enforceability and effectiveness of the
contemplated progress payment clause (E-510.1, E-510.2, E-511) and of any
proposed guarantees, pledges or other special protective arrangements, within
the foreign country involved. Such legal advice should also cover the need, if
any, for additional protective provisions (E-511.6) or for deviations (E-509.9)
from the uniform clauses, that may be required to comply with the applicable
foreign law and to provide for the most effective protection and enforcement of
the interests of the United States. Paragraph E-517 requires that proposed
deviations (E-509.9) must have prior approval of the contract financing office
(E-212) after the coordination mentioned in E-518.

E-220.2 Advance Payments on Contracts for Foreign Performance. When
advance payments are proposed (Part 4) for contracts to be performed wholly
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or partly in a foreign country, the recommendation (E-412) for advance pay-
ments should include appropriate legal advice along the lines of that outlined in
E-220.1. When advance payments are proposed to be made on contracts
with foreign governments, it is expected that the advance payment arrange-
ment, if approved (E—406), would not include provisions generally unsuitable
for government-to-government agreements, such as those for special bank
accounts, unilateral withdrawal of funds, liens, insurance, additional security,
or representations, warranties and covenants of the kinds set forth in
E-414.2(16) and E-414.2(18). It is recognized that advance payments to
foreign governments, when authorized, will need to be adapted to the special
circumstances of each case to provide appropriate protection in the light of
the relationship of the United States to each affected foreign government and
with due recognition of the sovereign status of the contracting parties.

E-220.3 Guaranteed Loans for Foreign Contract Performance. When con-
tracts or subcontracts are to be performed in a foreign country, financing by
means of loans guaranteed by the Military Departments seldom will be prac-
ticable because of difficulties of loan administration and enforcement. When
loans are to be utilized for financing of such contracts or subcontracts, it is
considered generally preferable that the loans be provided within the internal
financial system of the foreign country concerned, without Military Department
guarantee.
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E-300 Scope of Part. This Part covers the policies, organization, and
procedure particularly applicable to guaranteed loans.

E-301 Federal Reserve Banks. Under Section 302 (b) of Executive Order
No. 10480, pursuant to Section 301 (b) of the Defense Production Act of 1950,
as amended, each Federal Reserve Bank is designated and authorized to act,
on behalf of each guaranteeing agency, as fiscal agent of the United States in
the making of contracts of guarantee and in otherwise carrying out the pur-
poses of Section 301 of the Defense Production Act of 1950, as amended, in
respect of private financing institutions. Pursuant to Regulation V of the
Board of Governors of the Federal Reserve System, any private financing
institution may submit to the Federal Reserve Bank of its district an applica-
tion for guarantee of a loan or credit. This application is in substantially
standard form, as approved by the Board of Governors of the Federal Reserve
System, after consultation with the guaranteeing agencies. Forms of applica-
tion, and information and guidance concerning applications, are available at
all Federal Reserve Banks.

E-302 Board of Governors of the Federal Reserve System. Under Sec-
tion 302(c) of Executive Order No. 10480, all actions and operations of Federal
Reserve Banks, as fiscal agents, are subject to the supervision of the Board of
Governors of the Federal Reserve System (hereinafter referred to as “Federal
Reserve Board”’). The Federal Reserve Board is authorized, after consultation
with the heads of the guaranteeing agencies, (i) to prescribe such regulations
governing the actions and operations of fiscal agents as it may deem necessary,
(ii) to prescribe, either specifically or by maximum limits or otherwise, rates
of interest, guarantee and commitment fees, and other charges which may be
made in connection with loans, discounts, advances, or commitments guaranteed
by the guaranteecing agencies through such fiscal agents, and (iii) to prescribe
regulations governing the forms and procedures (which shall be uniform to
the extent practicable) to be utilized in connection with such guarantees.

E-303 Procedure on Application of a Private Financing Institution. A
defense contractor or subcontractor (at any level) or supplier, who requires
operating funds may apply to the private financing institution selected by him,
for the necessary loan or revolving credit, and furnish necessary information to
the financing institution. If the financing institution is willing to extend
credit, but considers Government guarantee necessary, it may file application
for guarantee with the Federal Reserve Bank of its district. The Federal
Reserve Bank promptly submits copy of the application to the Federal Reserve
Board listing defense contracts, for transmittal to the interested guaranteeing
agency, so that determination may be made as to eligibility of the prospective
borrower. For the purpose of expediting, the Federal Reserve Bank may also,
pursuant to general instructions of the guaranteeing agencies, submit schedules
of defense contracts to the interested contracting officers, who are expected at
once to take appropriate steps for determination of eligibility, and to submit
their findings and report, including certificate of eligibility where appropriate,
to the designated central procurement office, or contract financing office as the
case may be, within the guaranteeing agency. Concurrently with the process
for determination of eligibility, the Federal Reserve Bank makes any necessary
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credit investigation, to the extent and in the manner that it considers investiga-
tion or verification appropriate to supplement information furnished by the
applicant financing institution, all with a view to expediting necessary defense
financing in such a way as to afford the best reasonable protection against
monetary loss. The report and recommendation of the Federal Reserve Bank
are sent to the Federal Reserve Board, which transmits them to the interested
guaranteeing agency, in Washington. If the application is approved on such
terms and conditions as may be deemed appropriate by the responsible officer
or official within the guaranteeing agency, the guaranteeing agency then
authorizes the Federal Reserve Bank, by standard form of authorization trans-
mitted through the Federal Reserve Board, to execute and deliver to the
financing institution a standard form of guarantee agreement (of which sample
copy is attached hereto, as Annex 1), with the terms and conditions approved
for the particular case. The Federal Reserve Bank, as fiscal agent for the
guaranteeing agency, then issues the guarantee to the financing institution
which makes the loan. Substantially the same procedure may be followed on
application for guarantee of loans to be made to a potential defense contractor
who is actively negotiating or bidding for defense business, except that the
guarantee is not authorized until the prospective defense contract has been
executed.

E-304 Loan Guarantees to Federal Reserve Banks. The Defense Pro-
duction Act of 1950, as amended, and Executive Order No. 10480 also authorize
guarantees for loans made or participated in by Federal Reserve Banks. The
procedure outlined in E-303 applies also to loan guarantees where a Federal
Reserve Bank is making or participating in the loan, except that in such cases
the interested Federal Reserve Bank, as a financing institution, does not act
as fiscal agent, and when approved, the guarantee agreement is executed by
an official of the guaranteeing agency.

E-304.1 Other Government Agencies. Loan guarantees are not issued to
other departments or agencies of the Government.

E-305 Loan Guarantees for Terminated Contracts. Guaranteed loans
ordinarily provide for financing based on the borrower’s recoverable investment
in defense production contracts, including those contracts which have been
terminated for the convenience of the Government. Guaranteed loans also may
be established after total or partial termination of contracts for the convenience
of the Government, or before such termination when it is known that termina-
tion of particular contracts for the convenience of the Government is about to
occur. Such guaranteed loans are expected to provide necessary financing
pending termination settlements and payments, and also to provide any funds
necessary for continuing performance of defense production contracts that
are eligible for financing under the guaranteed loan.

The procedure on applications for such guarantees will be substantially
the same as that outlined in E-303, except that certificates of eligibility
(E-314, E-315—E-315.11) will not be required for contracts which have
been wholly terminated, nor for the terminated portion of contracts which
have been partially terminated. It is of course expected that necessary pre-
cautions, appropriate to the circumstances of individual cases, will be taken,
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as in other cases, to avoid losses and to cause such loans to be self-liquidating
from the proceeds of defense production contracts. This type of loan guar-
antee, intended primarily for contract termination financing, is not provided
before the imminence of particular contract terminations, for the reasons
outlined in E-313.2. Further reasons include the difficulty of determining
whether contract terminations will occur in the future and will require guar-
anteed loan financing, and the expense and administrative burden that would
be involved in establishing commitments which may in fact never be used.

E-306 Guaranteeing Agency. The guaranteeing agencies which have
been designated under Section 301 of the Defense Production Act of 1950, as
amended, are the Departments of the Army, Navy, Air Force, Agriculture,
Commerce, and Interior, General Services Administration, and Atomic Energy
Commission. All of the guaranteeing agencies have concurred in the following
policy:

Where a prospective borrower under a V-loan has defense contracts or
subcontracts in which more than one of the guaranteeing agencies are inter-
ested, the guaranteeing agency in such case will be in general that agency
which, as of the time of the application for the guarantee, has the preponderance
of interest in such contracts and subcontracts on the basis of the dollar amount
of the prospective borrower’s unfilled and unpaid balances of such contracts
and subcontracts and estimated claims under terminated contracts (exclusive
of contracts with advance payments, if such advance payments are not to be
liquidated by the proposed guaranteed loan). If the application is approved
and a guarantee agreement is executed on behalf of such agency having the
preponderance of interest, that agency will bear all losses and expenses and
receive all revenues under such guarantee without allocation to other agencies
of the Government. In this connection, among the Military Departments,
single service procurement contracts are deemed those of the purchasing depart-
ment.

E-306.1 Effect on Preponderance of Progress Payments or Denial of Cer-
tificate of Eligibility. Among the Military Departments, the determination
of preponderance of interest, under E-306, is made without regard to the
existence of progress payments on particular contracts, and without regard to
the issuance or nonissuance of certificates of eligibility on particular contracts.

E-306.2 Shifting of Preponderance. During the course of a guaranteed
loan, preponderance of interest in the borrower’s defense production contracts
may shift from one of the Military Departments, as guaranteeing agency, to
another Military Department. When such preponderance has shifted mate-
rially so that substantial preponderance is in one of the Military Departments
other than the guaranteeing agency, action on requests for increases in the
amount of guaranteed loans, and on requests for extensions of maturity for a
period of more than six months, ordinarily will be taken by the Military De-
partment then having such preponderance of interest. However, in the above
situation, action will be taken by the Military Department which has guaranteed
the loan, if the loan is in distress, with fairly foreseeable losses, and the re-
quested extension or increase is for the purpose of orderly liquidation of the
loan in & manner designed to reduce the amount of the loss. If such a loan is
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not in distress, and losses are not fairly foreseeable, and the greater part of the
borrower’s defense production contracts are determined to be eligible for a con-
tinuing guaranteed loan, and the circumstances of the case are such that favor-
able action would have been taken by the then guaranteeing agency if it had
remained preponderantly interested in the borrower’s defense production con-
tracts, similar favorable action will be taken by the Military Department then
having such preponderance of interest. In these cases, while new application
for guarantee is required, the file of the contract financing office which has
authorized the existing guarantee will be transferred to the contract financing
office of the Military Department then having preponderant interest in the case,
and the information to be submitted with the application need be only current
financial information, data concerning the borrower’s defense production con-
tracts, and other pertinent facts concerning the borrower and his operations,
to the extent necessary to supplement and bring up to date the information pre-
vously furnished to the guarantor. In order not to disturb or impair any
security for the existing loan, and for the convenience of all concerned, it is
preferable that the new guarantee merely replace the former guarantee, with
appropriate recitals as to cancellation of the former guarantee, and with appro-
priate revision of the existing loan agreement and of such collateral security
instruments as may require revision.

E-307 One-hundred Percent Guarantees. It is the policy of the guaran-
teeing agencies that 100 percent guarantees shall be limited to the greatest
extent compatible with the requirements of the national defense. Applications
for 100 percent guarantees will be approved only in cases in which the guarantee-
ing agency determines that the circumstances are exceptional, that the oper-
ations of the borrower are vital to the national defense, and that no other
suitable means of financing are available.

E-308 Asset Formula. It is the policy of the guaranteeing agencies that
borrowings under guaranteed loans made primarily for working capital pur-
poses should be limited, in accordance with an asset formula, to amounts which
do not exceed specified percentages (90 percent or less) of the borrower’s invest-
ment in defense production contracts. The formula may include all items for
which the borrower would be entitled to payment on performance or termina-
tion of defense contracts, but would not include any amounts (for which no
work has been done nor expenditures made by the borrower) to become due as
the result of later performance under the borrower’s contracts. However, any
such asset formula would be subject to relaxation in appropriate cases to the
extent and for the time actually necessary for contract performance where the
contractor’s working capital and credit are inadequate. This “asset formula”
does not include “‘cash collateral” or bank deposit balances.

E-309 Amount and Maturity of Guaranteed Loans. Subject to the
limitations of the asset formula (E-308), the maximum amount of guaranteed
credit in individual cases, and the maturity date of guaranteed loans or
credits, are fixed to conform reasonably to the borrower’s financing require-
ments for defense production contracts on hand at the time of application for
guarantee. If additional defense production contracts are entered into after
the application and before authorization of a guarantee, to such extent as to
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require increase in the maximum amount, or longer maturity for the requested
guaranteed loan, adjustments may be made to provide for the borrower’s addi-
tional financing requirements. Also, guarantee agreements for existing guaran-
teed loans may be amended, on submission of pertinent information and
Federal Reserve Bank report to the guaranteeing agency concerned, to provide
financing for defense production contracts entered into by the borrower during
the term of the guaranteed loan.

Also, within the limits of the applicable loan formula and ceiling amount,
there is generally no objection to inclusion in the borrowing base, of assets
under defense production contracts entered into after the date of the guarantee
agreement. However, in exceptionally weak cases, and in the cases of guaran-
teed loans established for financing only one or a small number of contracts,
it is the practice to require that financing of relatively substantial additional
defense contracts under existing guaranteed loans be done only with the consent
of the guarantor.

E-310 Assignments of Claims Under Contracts. Assignments of claims
under the borrower’s defense production contracts are generally required, in-
cluding assignment of proceeds of such contracts entered into after issuance
of the guarantee if after acquired contracts are eligible for financing under the
guaranteed loan in a given case. However, assignments need not be required
in particular cases, (i) where the borrower’s financial condition is so strong
as to cause assignments of any contracts to be considered not necessary for
the protection of the loan, or (ii) where incident to assignment of major con-
tracts it is considered not necessary for the protection of the loan to require
initial assignment of relatively small contracts, or (iii) where the large number
of contracts of the borrower for small dollar amounts, would cause the making
and administration of contract assignments to be unduly burdensome and
inconvenient so long as not deemed essential for the protection of the loan.

E-310.1 It isrequired, as standard practice, that defense production con-
tracts, not theretofore assigned, will be assigned whenever requested by the
guarantor or the financing institution.

E-310.2 Subcontracts and purchase orders issued to subcontractors are
not considered acceptable for financing under guaranteed loans if and so long
as the issuer of the subcontracts or purchase orders (i) reserves the privilege
of making payments directly to the assignor or to the assignor and assignee
jointly after notice of the assignment, or (ii) reserves the right to reduce or
set, off assigned proceeds under defense production contracts by reason of claims
against the borrower arising after notice of assignment and independently of
defense production contracts under which the borrower is the seller.

E-311 Other Collateral Security. Ordinarily, mortgages on fixed assets
are not required, but they are required where considered essential to protect
the Government. Liens or other security arrangements pertaining to inven-
tories are also seldom required, except when desired by financing institutions
or in exceptional circumstances when deemed necessary to protect the Gov-
ernment. Depending upon the circumstances of individual cases, endorsc-
ments, guarantees, subordinations, and standbys of other indebtedness, and
other special security devices are required when deemed necessary for the pro-
tection of the Government.
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E-312 Contract Surety Bonds in Relation to Loan Guarantees. In most
jurisdictions, upon default by a contractor and performance of the surety’s
obligations, the surety’s right of subrogation gives to the surety, ahead of a
financing institution which had made a loan for contract performance, prior
claim to payments made on the bonded contract after default, and in perform-
ance of his obligations the surety also has the benefit of materials on hand
that have been paid for by the contractor, even though progress on the contract
before default has been financed by loans from the financing institution.

E-312.1 Because of the foregoing, on loan guarantees in connection with
prime contracts, the guarantor’s loss on the loan, payable to the financing in-
stitution, may serve to take away from the Government the benefit of per-
formance of the surety’s obligations on his bond; and in subcontract cases the
loan may serve to benefit the surety at the expense of the financing institution
and guarantor.

E-312.2 Except to the extent that surety bonds are required by law, bonds
are generally not required. Yet it sometimes may be necessary to rely upon a
contractor whose capacity to perform is so doubtful that a bond is required
for the protection of the Government. The guarantee of a loan to a contrac-
tor of such doubtful capacity to perform necessarily involves unusual risks of
monetary loss. Contract surety bonds, and guaranteed loans for financing
bonded contracts are regarded as fundamentally incompatible unless the
interests of the surety are subordinated in favor of the guaranteed loan.

E-312.3 In order to maintain the advantages of performance bonds
existing in favor of the Government on prime contracts, in cases where the
Government contract or contracts covered by surety bonds are substantial in
relation to the contractor’s total backlog of defense production contracts or
where the amount of the bond is substantial in relation to the contractor’s
net worth, applications for loan guarantees are approved only if the surety or
sureties on the bonds involved will subordinate their rights and claims in favor
of the guaranteed loan.

E-312.4 In cases involving relatively substantial subcontracts covered by
surety bonds, approval of an application for loan guarantee will also be con-
tingent upon the establishment of a reasonable allocation agreement between
the surety or sureties and the financing institution, which would have the
effect of giving the financing institution the benefit, with regard to payments
to be made on the contract, of that portion of its loans fairly attributable to
expenditures made under the bonded subcontracts prior to notice of default.

E-313 Other Borrowings. Since V-loans are generally measured, and
limited by, stated percentages of the borrower’s investment in defense produc-
tion operations and terminated defense contracts, it is evident that borrowings
outside the guarantee may be necessary in some cases to support the borrower’s
nondefense activities. It has been recognized in practice, that while pro-
hibition of borrowings outside the guaranteed loan is preferable where prac-
ticable in a given V-loan case, such other borrowings should be permitted when
necessary.

E-313.1 However, in cases where borrowings outside the V-loan are not
prohibited, some restrictions on unguaranteed borrowings appear necessary
for protection of the Government interest. These include reasonable
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limitations on the amount of, and collateral security for, such unguaranteed
borrowings, and usually a provision that collateral security, if any, for such
unguaranteed loans made by the same financing institutions should also be
secondary collateral for the V-loan.

E-313.2 1If a credit is to be guaranteed under Section 301 of the Defense
Production Act, in eircumstances where there may be borrowings cither under
or outside the guarantee, the guaranteed credit, having been established, and
being susceptible to use at any time, should be utilized first and fully, and
not reserved as free insurance pending such time and circumstances as may
make its use convenient to the financing institution. It has therefore been
determined, in line with the practice developed toward the end of the past
war, that for those cases in which borrowings outside the V-loan are not
prohibited, it should be required uniformly that other borrowings outside the
V-loan may be incurred and remain outstanding without the consent of the
financing institution and the guarantor only when the V-loan is being used
to the full extent permitted by the V-loan agreement. Appropriate certificates
of the borrower, in the same form as those used to mecasure the amount that
may be outstanding under the V-loan, but submitted at intervals not longer
than 30 days, coald be used to determine when there may be borrowings out-
standing outside the V-loan.

E-313.3 It is of course recognized that appropriate exceptions will have
to be made in individual cases to permit the continuation of outstanding term
loans, to permit future unguaranteed term loans for expansion of facilities,
and to permit continuance of such financing as may be necessary to supplement
a V-loan.

E-314 Eligibility Certifications. Financing through guaranteed loans
may be made available to a supplier in cases where (i) the production or
service is essential and (ii) no alternative source is readily available without
prejudice to the national defense. However, in connection with applications
for guarantees or loans to be made to small business concerns, and in connec-
tion with increases or extensions of maturities of guaranteed loans made to
small business concerns, and if they otherwise qualify, the factor of ready
availability of alternative sources will not be considered, and the statement
that the contracts or subcontracts involved cover materials or services which
cannot be procured readily from an alternative source without prejudice to
the national defense will be omitted from the certificate of eligibility. When
financing through loan guarantees is requested, the interested procuring
activity shall certify that the case meets the requirements set forth in this
paragraph, and shall accompany such certification with adequate supporting
data pertinent to the case.

E-314.1 Certificate of Eligibility. 'The certificates of eligibility and sup-
porting data furnished by principally interested procuring activities, are the
basis for the ultimate findings, incident to authorization or approval of loan
guarantees, that the case meets the requirements of Section 301 of the Defense
Production Act of 1950, as amended, and of Section 302 of Executive Order
No. 10480.

In its present form this certificate includes findings that the materials
or services involved are deemed essential to the national defense, that (except
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for small business concerns) these cannot be procured readily from an alter-
native source without prejudice to the national defense, and that the con-
tractor has the technical ability and the required facilities to perform. It
is required that supporting data be contained in or accompany the certificate.
It has been provided on the approved form of certificate, as the standard
for guidance in considering issuance of certificates of eligibility, that—

This is not intended as a statement that there is absolutely no alternative source
other than this contractor. The certification is founded on practical considerations.
These considerations include the urgency of supply schedules, technical and plant
capacity and unwillingness of other suppliers, time and expense involved in reletting
all or parts of contracts (including expense of terminations for convenience, and delays
incident to future determinations of default), comparative prices, effect of interruptions

of established subcontracting arrangements, and other pertinent practical factors.
(MAY 1959)

E-315 Procedure for Certificate of Eligibility. It is important that the
processing of certificates of eligibility be accomplished expeditiously. It is
necessary that there be application of uniform and consistent standards in
determining eligibility.

E-315.1 As indicated in E-314.1, the determination in the certificate
of eligibility is based upon giving full weight to practical considerations. It
is also intended that in determining whether the materials or services can be
procured readily from an alternative source without prejudice to the national
defense, due consideration will be given to the effect of the use of alternative
sources on the established major policies affecting procurement, such as those
relating to the mobilization base, and industrial dispersal. If the reletting of
contracts with other sources would involve conflict with any of such policies,
such reletting in conflict with any such policy should be deemed prejudicial
to the national defense. Also, in considering the practicability of alternative
sources, in addition to the considerations outlined above, regard should be
given to the question whether such potential alternate sources would require
Government financing by progress payments, or advance payments, or Gov-
ernment supported financing by means of a guaranteed loan. If such financing
would be required for alternative sources, such alternate sources may be
fairly considered not “readily available” within the meaning of the certificate
of eligibility.

E-315.2 Ordinarily, if the certificate of eligibility is not issued by the
interested procuring activity, it does not follow that the contract involved will
be terminated unless the contractor is in default to the extent that termination
for default is considered desirable, or unless it has been determined that the
contractor will be unable to perform his contract. Thus, in determining whether
alternate sources are readily available without prejudice to the national de-
fense, consideration should be given to the effect on supply schedules, and
costs to the Government, if the contractor should default at a later date and
be unable to perform by reason of inadequate financing.

E-315.3 In determining eligibility of small business concerns, the factor of
ready availability of alternative sources will not be considered, and the para-
graph of the form of certificate of eligibility pertaining to alternative sources
will be deleted in cases of small business concerns. In such cases the fact that
the particular items or services involved are being procured under or pursuant
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to a contract of a Military Department is considered adequate to support and
require the finding that the materials or services involved are deemed essential
to the national defense. However, this does not mean that the certificate of
eligibility should be provided automatically for small business concerns, or
that any less care and diligence should be exercised for determining eligibility
for small business cases than for other cases. See E-315.4.

E-315.4 1t is necessary in all cases, whether or not involving a small
business concern, that, in considering issuance of a certificate of eligibility,
emphasis be placed on the factors of the contractor’s technical ability, manage-
ment competence and reliability, plant capacity and facilities, and generally
on his ability to perform satisfactorily if adequate financing is provided. If
these factors are not favorable, the certificate of eligibility should not be issued.
See E-210 and E-211.

E-315.5 With regard to contracts existing at the time of request for the
certificate of eligibility, the percentage of guarantee requested by a financing
institution is not a factor to be considered in connection with issuance of the
certificate.

E-315.6 In all cases, the supporting data furnished to the contract
financing office should be sufficient to support the findings made in the certificate
of eligibility. This data should contain available information pertinent to the
matter of ability to perform satisfactorily, including known information as to
past performance and available information on the relation of the contractor’s
operations to supply schedules, and available pertinent information on other
practical factors such as comparative prices and the time and expense that
would be involved if reletting the contracts should become necessary (E-214
does not apply). All of this information, including particularly an indi-
cation as to whether or not the contractor is considered an important source
for materials or services, is necessary and important for consideration by the
contract financing offices in determining the ultimate question whether, on their
evaluation of all the circumstances of particular cases (including the contrac-
tor’s financial condition and financial record), the authorization of a guarantee
would be prudent and in the best interest of the Government. When the cer-
tificate of eligibility is not furnished, the facts and reasons leading to declina-
tion of the certificate should be furnished.

E-315.7 In those cases of subcontracts, where the prospective borrower is
financially weak in relation to the financial condition of his defense contract
customer, and the interests of the Government would be fostered by the making
of progress payments to the subcontractor by his customer, it is appropriate
that steps be taken, by coordinated effort of the procuring activity and the
contract financing office, to arrange to the extent practicable for such progress
payments to the subcontractor by his customer. By such means, in appropriate
cases, the guaranteed loan may become unnecessary, or necessary in lesser
amount, and the risks of loss are borne wholly or partly by the prime con-
tractor or subcontractor responsible for selection of the prospective borrower
as his subcontractor.

E-315.8 If materially adverse information of any character concerning
the prospective borrower is known to a procuring activity, such materially
adverse information should be fully reported to the interested contract
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financing office. However, procuring activities are not expected to make any
special investigation of the prospective borrower’s financial condition in con-
nection with applications for loan guarantees, as reports concerning financial
condition of prospective borrowers are made by the Federal Reserve Banks.

E-315.9 When certificates of eligibility are requested within a Depart-
ment, or by one Department from another Department, reply will be made as
promptly as possible, on a priority basis, as delays in financing may retard
contract performance. Ordinarily, requests for certificates of eligibility, and
pertinent data, will be made only with respect to those contracts deemed of
material consequence under the circumstances of particular cases.

E-315.10 In cases involving several contracts or subcontracts, including
contracts or subcontracts relatively minor in relation to dollar amounts of
other contracts involved, the processing of certificates of eligibility should
not be delayed pending determinations concerning the relatively minor con-
tracts. When any office within a procuring activity has on hand information
concerning the substantial preponderance of amount of contracts with which
it is concerned, its action concerning the certificate of eligibility should be
completed without awaiting information on which to make determinations or
recommendations concerning minor contracts. Basically, in situations in-
volving numerous contracts, the determination as to eligibility should be
founded upon the need of the prospective borrower’s operation in the defense
production program, and if his operation is considered necessary for per-
formance of substantial preponderance of his contracts, it usually should be
unnecessary to make determinations concerning the eligibility of any particular
minor contracts.

E-315.11 When a contracting officer or other person within a procuring
activity responsible for processing requests for certificates of eligibility has
reason to believe that an application for loan guarantee has been filed or is
about to be filed, relating to a contract or subcontract within his cognizance,
he should, without awaiting request for a certificate of eligibility or request
for information bearing on issuance of a certificate of eligibility, initiate the
completion and transmittal of such information and certificate to the appropri-
ate office within his Department, for forwarding to the contract financing
office within the Department.
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E-400 Scope of Part—References. This Part covers policy and proce-
dure for advance payments on prime contracts, including advance payments on
subcontracts under all types of prime contracts. It applies to all advance pay-
ments hereafter authorized pursuant to any legislation or other authority,
except as provided in E-419. It is to be applied in conformity to the policies
stated in Part 2. Paragraphs E-000, E-001, E-002, E-003, E-100, E-103,
E-104, E-107.2, and E-107.3 are also applicable to advance payments.

E-400.1 Advance Payments on Subcontracts. 'The policies, standards and
procedures of this Part 4 are applicable to advance payment to subcontractors
under all prime contracts, including fixed-price types and cost-reimbursement
types of prime contracts. For the prime contractor to receive advances for
or to be reimbursed for such advance payments, it is required that the prime
contract make provision for advance payments conforming to these regulations,
with appropriate provision for advance payments by the prime contractor to
subcontractors or suppliers. See E-414.2(17).

E-401 Types of Contracts That May Have Advance Payments. Advance
payments may be made on any approved type of contract, as defined in 1-201.4.

E-402 Advance Payments in Addition to Progress Payments. Where
necessary and in accordance with these regulations, advance payments may
be authorized in addition to progress payments on the same contract. See
E-508.

E-403 Interest. Interest will be charged on all advance payments here-
after authorized, at the rate of five percent per annum on the unliquidated
balance; provided, however, advance payments may be approved without in-
terest when in connection with nonprofit contracts with nonprofit educational
or rescarch institutions for experimental, research and development work, or
on nonprofit contracts in the dependents’ medical care program, or on con-
tracts solely for the management and operation of Government-owned plants,
or, in unusual cases when specifically authorized by the Under or Assistant
Secretary responsible for the comptroller function. In this connection,
contracts for acquisition of facilities at cost, for Government ownership,
in combination with or in contemplation of supply contracts or subcontracts,
will be treated as ordinary profit contracts requiring interest on advance
payments.

Contracts with interest-free advance payments, hereafter authorized,
should provide that the contractor will charge interest at the rate of five per-
cent per annum on subadvances or downpayments to subcontractors, and that
interest charged on such subadvances or downpayments will be credited to
the account of the Government. However, interest need not be charged on
subadvances on nonprofit subcontracts with nonprofit educational or research
institutions for experimental, research, or development work.

Interest on advance payments will not be allowed as a cost under any cost-
reimbursement type contract nor cost-reimbursement subcontract thereunder,
and no such contract or subcontract may provide or be amended to provide
for allowance of such interest as an item of cost.

E-404 Standards—Amounts—Need. Advance payments should be used
sparingly and care should be taken to see that advances outstanding are

ARMED SERVICES PROCUREMENT REGULATION 1 E-404




1 July 1960
E30 DEFENSE CONTRACT FINANCING REGULATIONS

sufficient for but do not exceed the actual reasonable requirements for the con-
tracts. The amount of the advance payment in any case should be based upon
an analysis of the cash flow required under the contract, and as a general rule
should not exceed the interim cash needs arising during the reimbursement
cycle.

Generally, except for (1) nonprofit contracts with nonprofit educational
or research institutions for experimental, research and development work, and
(2) contracts solely for the management and operation of Government-owned
plants, advance payments should not be authorized unless no other means of
adequate financing is available to the contractor (not including loans or credit
(i) at excessive interest rates or other exorbitant charges, or (ii) from agencies
of the Government outside the Department of Defense), and the amount of the
authorization is predicated upon use of the contractor’s own working capital
to the extent possible.

E-405 Statutory Requirements. The authorizing statutes (E-103) apply
equally to negotiated contracts and to contracts awarded or to be awarded by
formal advertising. It is required for all advance payments, that—

(1) the contractor give adequate security (£—413);

(ii) the advance payments shall not exceed the unpaid contract price;

(iii) the making of advance payments is in the public interest, as
determined by the authorized official concerned (E-406 and E-406.1),
when the action is pursuant to the authority of Title 10 U.S.C. Section
2307; and .

(iv) the making of advance payments will facilitate the national defense,
as determined by the authorized official concerned (E-406 and
E-406.1), when the action is pursuant to P.L. 85-804, and Execu-
tive Order No. 10789.

E-406 Responsibility—Delegation of Authority. Except as provided in
E—406.1, the responsibility and authority for making findings and determina-
tions with respect to advance payments, and in each case for approval of contract
provisions for advance payments, or for approval of the terms and conditions
thereof, shall be in the Under or Assistant Secretary responsible for the comp-
troller function in each Military Department, or the authorized deputy of either
of them. The Government may not be committed, in any manner, directly
or indirectly to make an advance payment without the approval of the Under
or Assistant Secretary responsible for the comptroller function, or the author-
ized deputy of either of them (or in appropriate cases, of a person to whom
advance payment approval authority has been delegated in accordance with
E-406.1), and no procurement involving advance payments may become final
until such approval is obtained.

E-406.1 Delegation of Authority. 'The authority in each case to make
findings and determinations with respect to advance payments and to approve
contract provisions for advance payments, or to authorize the terms and
conditions thereof, may be delegated within each Department no further than,
to the Comptroller of the Army (and an alternate within his office) in the
Department of the Army, to the Assistant Comptroller, Accounting and
Finance (and an alternate within his office) in the Department of the Navy,
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and to the Deputy for Contract Financing to the Assistant Secretary (Finan-
cial Management) of the Air Force (and an alternate responsible to such
Deputy for Contract Financing). However, to the extent deemed necessary
or prudent and efficient under exceptional circumstances, further delegations
of this advance payment authority may be made with the approval of the
Assistant Secretary of Defense (Comptroller).

E-407 Public Law 85-804—Formally Advertised Contracts. Pursuant
to Public Law 85-804, and Executive Order No. 10789, the Department of
Defense, the Department of the Army, the Department of the Navy, and the
Department of the Air Force are authorized to make advance payments under
contracts heretofore or hereafter made, without regard to other provisions of
law relating to contracts, including advance payments under contracts awarded
on competitive bids after formal advertising, and to amend such contracts to
provide for advance payments.

Pursuant to the above statute and executive order (as well as 10 U.S.C.
2307) and subject to these regulations, advance payments may be granted at
or after awards of contracts made on competitive bids after formal advertising
(as well as on negotiated contracts) notwithstanding the absence of provision
for or with regard to advance payments in the invitations for bids. Bids will
be rejected if they are conditioned, qualified, or limited in such way that binding
awards can be made only with provision for advance payments. Bids shall
not be treated as nonresponsive because they contain, or are accompanied by
or supplemented by request for advance payments or other indication that
advance payments are desired or needed, so long as the advance payment
aspect is not a condition, qualification or limitation of the bid. In the cases
mentioned in the previous sentence, or if the need for advance payments
becomes apparent in the course of inquiry as to whether the necessary funds
will be available for performance by the prospective contractor, (i) the award
may be made with provision for advance payments, in conformity with these
regulations, or (ii) the award may be made without provision for advance
payments if the prospective contractor is determined to be a responsible con-
tractor and advance payments are considered not necessary, or (iii) the award
may be denied because funds for performance are not otherwise available to
the prospective contractor and the making of advance payments has been
declined in accordance with these regulations.

E-407.1 Special Contract Provisions. All contracts providing for advance
payments under the authority of the above-cited Act (P.L. 85-804) and Execu-
tive Order shall—

(1) Make reference to the Act and Executive Order; and

(ii) Include appropriate clauses required by the Act and Executive
Order (17-102), or by other applicable regulations. See 7-203.7,
7-402.7.

E-407.2 Data. Complete data shall be maintained by each Department
as to all contracts and amendments to contracts relating to advance payments
made pursuant to the above-cited Act (P.L. 85-804) and Executive Order.

E-408 Uses of Advance Payments. Advance payments are last in the
general order of preferences stated in E-209. Subject to the provisions of
these regulations, advance payments are considered useful and appropriate
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for (i) nonprofit contracts with nonprofit educational or research institutions
for experimental, research and development work (E-404), (ii) contracts
solely for the management and operation of Government-owned plants (E-404),
(iii) contracts for acquisition of facilities at cost, for Government ownership,
(iv) contracts involving operations so remote from a financing institution
that the financing institution could not be expected to provide suitable admin-
istration of a guaranteed loan, (v) contracts of such highly classified nature
that the Department considers it undesirable for national security to permit
assignment of claims under the contract, (vi) rare but essential contracts of
those contractors, unusually weak or overextended financially, in those cases
in which performance may be better fostered and risks of financial loss most
effectively minimized by very close control of funds and supervision of per-
formance by personnel of the Department concerned, (vii) contracts for the
financing of which a financing institution will not (A) assume a reasonable
portion of the risks under a guaranteed loan, or (B) provide funds except at
excessive interest rates or other exorbitant charges, and (viii) exceptional
cases in which the utilization of advance payments will be more beneficial to
the interest of the Government than any other available method of financing.
Circumstances will occur, especially on contracts with small business concerns,
in which advance payments will be more beneficial to the interest of the
Government and more suitable to the situation of the contractor than other
methods of contract financing. If, incident to a bid or proposal, or after award
of a contract, an otherwise qualified contractor is found to require advance
payments, there should be no hesitation in recommending to higher authority
that advance payments be established.

E-409 Standards for Advance Payment Determinations—All Contracts.
It is not required for the granting of advance payments that the contractor be
the sole or only source or prospective source for the required supplies or services.
Important practical factors include comparative prices, urgency of supply
schedules, and the time and expense involved in arranging other sources or
in reletting contracts. The governing principles and standards for decision
as to whether to make or approve the necessary determinations for advance
payments are those set forth in this paragraph and E-202 through E-212,
E-404, E-405, E-407, and E-408. Affirmative recommendations should be
made in favor of granting advance payments when (i) advance payments are
necessary to supplement other funds or credit available to a contractor or
prospective contractor, (ii) the contractor or prospective contractor is other-
wise qualified as a responsible contractor (1-903.1, 2-407, E-211), (iii) there
will be a benefit to the Government from performance prospects or other
practical advantages, and (iv) the case is within one or more of the categories
described in E-408. These recommendations should be approved unless the
responsible contract financing office (E-212), or the Under or Assistant Sec-
retary or other official concerned (406 and E—406.1), considers that under
all the relevant circumstances the making of advance payments would be
unreasonable or imprudent or would involve undue risks of monetary loss to
the Government, or would otherwise fail to conform to these regulations.

E-410 Findings, Determinations, and Authorization. The following is
the standard text of findings, determinations, and authorization (E-412(vi))
for use in establishing advance payments.
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FINDINGS, DETERMINATIONS, AND AUTHORIZATION FOR ADVANCE

PAYMENTS (MAY 1959)
FINDINGS
1. I hereby find that:
a. The .. 25 1 o have entered
(Procuring Activity) (Contractor)
(propose to enter) into negotiated (formally advertised) Contract NO. - oo coooooocooaoo 5

(Aated uvrsnscnmmmsnsss s mmmss Ye

[Summary of the specific facts and significant circumstances concerning the contract and con-
tractor, which, together with the other findings, will clearly support the determinations below.]

b. Advance payments (in an amount not to exceed $___ _____________________ at any
time outstanding) (in aggregate amount not exceeding $__________________________ , less
the aggregate amounts repaid, or withdrawn by the Government) are required by the con-
tractor in order to perform under the contract. Such amount does not exceed the unpaid
contract price, nor the estimated interim cash needs arising during the reimbursement cycle.

c. The advance payments are necessary for prompt and efficient performance of the
contract, which will be of benefit to the Government.

d. The proposed advance payment clause contains appropriate provisions for the
protection of the Government, as security for the advance payments. These include pro-
vision that all payments will be deposited in a special bank account, and that the United
States will have a paramount lien upon (1) the credit balance in the special bank account,
(2) any supplies contracted for, and (3) any material or other property acquired for per-
formance of the contract. (Advance payment bond is required.) Such security is deemed
to be adequate.

e. Within the meaning of applicable regulations, no means of adequate financing
other than by advance payments are available to the contractor, and the amount designated
above is predicated upon the use of the contractor’s own working capital to the extent
possible in performing the contract.

f. The contractor is a nonprofit (educational) (and) (research) institution, and the
contract is for (experimental) (,) (research and development) work, without profit to the
contractor.

g. The contract is solely for the management and operation of a Government-owned
plant.

h. The following unusual facts and circumstances favor the making of advance pay-
ments to the contractor without interest:

[Recitation of pertinent facts and circumstances]
DETERMINATIONS

2. Upon the basis of the foregoing findings, I hereby determine that the making of the
proposed advance payments with interest of five per cent per annum on the unliquidated
balance of such advance payments (without interest except as provided by the proposed
advance payment clause) (is in the public interest) (will facilitate the national defense).

[D&F continued on next page]
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AUTHORIZATION

3. Such advance payments, of which (the amount at any one time outstanding) (the ag-
gregate amount, less the aggregate amounts repaid, or withdrawn by the Government),
shall not exceed $____________ , are hereby authorized pursuant to 10 U.S.C. 2307 (The
Act of August 28, 1958, P.L. 85-804, 72 Stat. 972, and Executive Order No. 10789), upon
(terms and conditions substantially as contained in the proposed advance payment clause
of which copy (or outline) is annexed hereto) (the following terms and conditions:)

(All prior advance payment authorizations with respect to Contract No. ____________
are hereby superseded.)

Instructions: -
1. On requests for advance payment provisions, this document will be
prepared, in final form for signature of an authorized official (E—406), by such
office as may be designated by the procedures of each Department. It will
include such of the paragraphs set out above as are appropriate. (See below.) <
2. Words and expressions in parentheses and blank spaces in the above
paragraphs indicate choices of language, depending upon the facts pertinent
to a particular request. Forms will not be prepared in advance which include
all of the above paragraphs and all of the alternate language. Each “Find-
ings, Determinations, and Authorization” will be prepared separately to in-
clude only those paragraphs and those words (including statutory references)
which are pertinent to the particular request.
3. Each such “Findings, Determinations, and Authorization”” must include
paragraphs l.a., 1.b., 1.c., 1.d., 2 and 3. Paragraph 1l.e will not be included
in the case of nonprofit contracts with a nonprofit educational or research
institution for experimental, research and development work, or in the case
of contracts solely for the management and operation of Government-owned
plants. Paragraph 1.f., 1.g., or 1.h., as appropriate, will be included if the
advance payments are to be made without interest to the contractor. The
last sentence of paragraph 3 will be included if any advance payments have
previously been authorized for the contract. The numbering and lettering
of the paragraphs in the completed “Findings and Determinations” will then
run consecutively, based on the paragraphs actually used.
4. Modifications to adapt to special facts and circumstances are permitted.
5. 10 U.S.C. 2307 normally will be the statutory authority cited for the
advance payment. The Act of August 28, 1958, and Executive Order No.

10789 are reserved for extraordinary situations not falling within the purview
of 10 U.S.C. 2307.

[Next page is E34.1]

1 E-410 ARMED SERVICES PROCUREMENT REGULATION

|



31 January 1961, Rev 3 E34.1
ADVANCE PAYMENTS

E-411 Application for Advance Payment. The contractor’s application
for advance payment, whether incident to the making of a contract or by way
of amendment or supplemental agreement for advance payments under an
existing contract, may be in the form of a letter request or other writing. The
application should refer to the contract or proposed contract under which
advance payments are requested, and should include or be accompanied or
supported by—

(1) Cash flow forecast (E-214(f),E-214.1, E-214.2) (limited to estimated
cash flow for the contract or contracts to be financed by advance
payments when the contracts are of the kinds mentioned in E—408(i)
or E-408(ii));

(ii) Proposed amount of advance payments;

(iii) Name and address of bank suggested as depository for the advance
payment special account;

(iv) Except for contracts mentioned in E-408(i) and E—408(ii), descrip-
tion of efforts made to obtain private financing, including guaranteed
loan; and

(v) Such other information and data (E-214) as may be appropriate
under the circumstances of the case for the purposes outlined in
E-214 (of which, ordinarily, information concerning reliability,

[Next page is E35]
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technical capability, and adequacy of accounting system and controls
should be sufficient for contraets mentioned in E-408(i) and
, E-408(ii).

E-412 Action by Contracting Officer—Approval. After such investiga-
tion as may be appropriate, and analysis of the request and information
submitted by the contractor, the contracting officer should transmit to the appro-
priate office within his Department, with such number of copies as may be
required within the Department:

(i) Date and identifying symbol of the approval of the award, cita-
tion of the appropriation available, type of contract, dollar
amount of contract, the items to be supphed and schedule of de-
liveries or performance, status of performance and deliveries, if
any contemplated profit or fee, and (unless excepted by instruc-
tions of the Department concerned) copy of contract, if available;

(ii) The request and information furnished by the contractor;

(iii) Report of investigation, including past dealings with the con-
tractor, and comment on the character and responsibility of the
contractor, technical ability, and plant capacity;

(iv) Comment on (A) the need for the advance payments for per-
formance of the contract, and (B) the benefits to the Government
from the contemplated contract performance;

(v) Proposed advance payment contract provisions or supplemental
agreement, including proposed security provisions, unless those
are to be provided by the contract financing office or other office;

(vi) The appropriate findings, determination and authorization
(E—410) (for signature by the approving authority), unless those
are to be provided by the contract financing office or other office;

. (vii)) Recommendation that the advance payment be approved; and

'(viii) Justification of proposal, if any, for waiver of interest charge
(E—403).

E-412.1 Action by Contracting Officer—Disapproval. 1If the contracting
officer determines that the requested advance payment should be disapproved,
the contractor’s request, information submitted, report of investigation (if
any), and statement of reasons for adverse determination should be sent for-
ward immediately to the Army Comptroller, in the Department of the Army,
to the Assistant Comptroller, Accounting and Finance, in the Department of
the Navy, and to the Deputy for Contract Financing to the Assistant Secretary
(Financial Management) of the Air Force. This information may be useful in
connection with existing or prospective arrangements for other financing, and
for such further action as may be appropriate to enhance uniform application
of these regulations.

E-413 Security—Supervision—Covenants. The advance payment agree-
ment, under any applicable statute, should provide for deposit of all payments
into special bank accounts and should include suitable covenants to protect
the Government’s interest. Advance payments under such authorizations
should be limited to the contractor’s financial needs, and withdrawals from the
special bank accounts provided therefor should be closely supervised. The
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terms governing advance payments should include as security, in addition to
or in lieu of the requirements for an advance payment bond or other security,
provision for a lien in favor of the Government, paramount to all other liens,
upon the supplies contracted for, upon the credit balance in any special account
in which such payments may be deposited, and upon the material and other
property acquired for performance of the contract, except to the extent that
the Government has valid title thereto.

Because of the variations in circumstances of individual cases, no fixed
rule can be prescribed for determining adequacy of security in a particular
case. The minimum security will be that required by the provisions of ap-
proved contract forms, supplemented by such further provisions and arrange-
ments, if any, as may be considered appropriate for the protection of the
Government under the circumstances of each case. Advance payment bonds
usually will not be required. When and to the extent deemed necessary and
appropriate special security provisions will be required, such as, for example,
personal or corporate endorsements or guarantees, pledges of collateral, sub-
ordination or standby of other indebtedness, and controls or limitations on
profit distributions, salaries, bonuses or commissions, rentals and royalties,
capital expenditures, creation of liens, debt retirement or stock retirement, and
creation of additional obligations.

E-414 Forms of Contract Previsions and Supplemental Agreements.
The approved forms for agreement covering advance payment special bank
accounts, and approved forms of advance payment contract provisions and
supplemental agreements for use in connection with the several types of ap-
proved contracts are set out below. Variations from the approved forms of
contract provisions for advance payments should be made only when neces-
essary in exceptional circumstances, with the approval of the person having
authority to approve the particular advance payment contract involved.
With regard to variations, it is recognized, for example, that there may be
exceptional circumstances in which it will be beneficial to the Government to
modify E-414.1-(b) and the second sentence of E-414.2(7).

E-414.1 Form of Agreement for Special Bank Account. For all advance
payments substantially the following form of agreement will be used for the
special bank account or accounts:

AGREEMENT FOR SPECIAL BANK ACCOUNT (MAY 1959)

AGREEMENT entered into this __________ day of - .______ , 19____, between
the UNITED STATES OF AMERICA, hereinafter called the Government, represented
by the Contracting Officer executing this Agreement, __ . ______ 5
a corporation under the laws of the State of ____________________ , hereinafter
called the Contractor, and - ___ oo , a banking corporation
under the laws of __ .- oooaa- , located at oo cccceceaea s .
hereinafter called the Bank.

RECITALS

(a) Under date of __ o ____-- , 19____, the Government and the

Contractor entered into Contract(s) No. - _________ , or a Supplemental Agree-

ment thereto, providing for the making of advance payments to the Contractor. Copy
of such advance payment provisions has been furnished to the Bank.

(b) Said Contraet or Supplemental Agreement requires that amounts advanced to
the Contractor thereunder be deposited in a Special Bank Account or accounts at a

[Agreement continued on next page]
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member bank or banks of the Federal Reserve System or any “insured’” bank within
the meaning of the Act creating the Federal Deposit Insurance Corporation (Act of
August 23, 1935; 49 Stat. 684, as amended; 12 U.S.C. 264), separate from the Con-
tractor’s general or other funds; and, the Bank being such a bank, the parties are agree-
able to so depositing said amounts with the Bank.

(¢) This Special Bank Account shall be designated ‘.. _______________________ ,

(Name of Contractor)
............................. Special Bank Account.”
(Department)

COVENANTS
In consideration of the foregoing, and for other good and valuable considerations,
it is agreed that—

(1) The Government shall have a lien upon the eredit balance in said account to
secure the repayment of all advance payments made to the Contractor, which lien
shall be superior to any lien or claim of the Bank with respect to such account.

(2) The Bank will be bound by the provisions of said contract or contracts relat-
ing to the deposit and withdrawal of funds in the above Special Bank Account, but shall
not be responsible for the application of funds withdrawn from said account. After
receipt by the Bank of written directions from the Contracting Officer, or from the
Administering Office designated in the advance payment contract mentioned above,
or from the duly authorized representative of the Contracting Officer or the Adminis-
tering Office, the Bank shall act thereon and shall be under no liability to any party
hereto for any action taken in accordance with the said written directions. Any
written directions received by the Bank through the Contracting Officer upon Depart-
ment of the ________ . _________ stationery and purporting to be signed
by, or by the direstion of cosscuscnsmemnessmmmrsemnmns e v soos. or his duly
authorized representative, shall, in so far as the rights, duties and liabilities of the
Bank are concerned, be conclusively deemed to have been properly issued and filed
with the Bank by the Department of the - _____________________________.

(3) The Government, or its authorized representatives, shall have access to the
books and records maintained by the Bank with respect to such Special Bank Account
at all reasonable times and for all reasonable purposes, including (but without limiting
the generality thereof) the inspection or copying of such books and records and any
and all memoranda, checks, correspondence or documents appertaining thereto. Such
books and records shall be preserved by the Bank for a period of six (6) years after the
closing of this Special Bank Account.

(4) In the event of the service of any writ of attachment, levy of execution, or
commencement of garnishment proceedings with respeet to the Special Bank Account,
the Bank will promptly notify _ _ e

(Administering Office)
IN WITNESS WHEREOF the parties hereto have caused this agreement to be
executed as of the day and year first above written.
(Signatures and Official Titles)

E-414.2 Advance Payment Provisions. Approved contract provisions for
advance payments, with directions for use where appropriate, follow:

(1) Amount of Advance. At the request of the Contractor, and subject to the con-
ditions hereinafter set forth, the Government shall make an advance payment, or
advance payments from time to time, to the Contractor. No advance payment shall
be made (i) without the approval of the office administering advance payments (herein-
after called the ‘“Administering Office’” and designated in paragraph (14)(d) below) as
to the financial necessity therefor; (ii) in an amount which together with all advance
payments theretofore made, shall exceed the amount stated in paragraph (14) (e) below;
and (iii) without a properly certified invoice or invoices. (MAY 1959)

(2) Special Bank Account. TUntil all advance payments made hercunder, and
interest charges, are liquidated and the Administering Office approves in writing the
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release of any funds due and payable to the Contractor, all advance payments and all
other payments under the contract shall be made by check payable to the Contractor
and be -marked for deposit only in a Special Bank Account with the bank designated in
paragraph (14) (b) below. No part of the funds in the Special Bank Account shall be
mingled with other funds of the Contractor prior to withdrawal thereof from the Special
Bank Account as hereinafter provided. Except as hereinafter provided, each with-
drawal shall be made only by check of the Contractor countersigned on behalf of the
Government by the Contracting Officer, or such other person or persons as he may
designate in writing (hereinafter called the ‘“Countersigning Agent”). (MAY 1959)

[When considered not reasonably necessary for the protection of the Government,
the countersignature requirement may be waived for contractors who are financially
strong, with good performance records and good past experience with regard to
contract cost disallowances. In such cases, the following sentence may be added
to paragraph (2)]:

[In

Until otherwise determined by the Administering Office, countersignature on

behalf of the Government will not be required. (MAY 1959)

(3) Use of Funds. The funds in the Special Bank Account may be withdrawn
by the Contractor solely for the purposes of making payments for direct materials,
direct labor, and administrative and overhead expenses required for the purposes of
this contract (including, without limitation, payments incident to termination for the
convenience of the Government) and properly allocable thereto in accordance with
generally accepted accounting principles (subject to any applicable provision of Section
XYV of the Armed Services Procurement Regulation), or for the purpose of reimbursing
the Contractor for such payments, and for such other purposes as the Administering
Office may approve in writing. Any interpretation required as to the proper use of
funds shall be made in writing by the Administering Office. (MAY 1959)

the case of a cost-reimbursement contract, insert the following paragraph instead

of paragraph (3) above.]

fE

(3) Use of Funds. The funds in the Special Bank Account may be withdrawn
by the Contractor solely for the purposes of making payments for items of allowable
cost as defined in Article ______ of this contract, or to reimburse the Contractor for
such items of allowable cost, and for such other purposes as the Administering Office
may approve in writing. Any interpretation required as to the proper use of funds
shall be made in writing by the Administering Office. (MAY 1959)

(4) Return of Funds. The Contractor may at any time repay all or any part of
the funds advanced hereunder. Whenever so requested in writing by the Administer-
ing Office, the Contractor shall repay to the Government such part of the unliquidated
balance of advance payments as shall in the opinion of the Administering Office be in
excess of current requirements, or (when added to total advances previously made and
liquidated) in excess of the amount specified in paragraph 14(e¢). In the event the
Contractor fails to repay such part of the unliquidated balance of advance payments
when so requested by the Administering Office, all or any part thereof may be with-
drawn from the Special Bank Account by checks payable to the Treasury of the United
States signed solely by the Countersigning Agent and applied in reduction of advance
payments then outstanding hereunder. (MAY 1959)

(5) Liquidation. If not otherwise liquidated, the advance payments made here-
under and interest charges, if any, shall be liquidated as herein provided. When the
sum of all payments under this contract, other than advance payments, plus the un-
liquidated amount of advance payments and interest charges are equal to (... per-
cent) of the stated contract price of $________ , or such lesser amount to which the
contract price may have been reduced, plus (i) increases, if any (not resulting from any
provisions for price redetermination or escalation), in the above stated contract price

not ‘exceeding, in the aggregate $..ccciocincos sommasnas snomarss sn s sems , and
(Insert here not more than 10 percent of stuted contract price above)
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(ii) all increases in contract price resulting from any provision for price redetermination
or escalation, the Government shall thereafter withhold further payments to the Con-
tractor and apply the amounts withheld against the Contractor’s obligation to repay
such advance payments and interest charges until such advance payments and inter-
est charges shall have been fully liquidated. If upon completion or termination of the
contract, all advance payments and interest charges have not been fully liquidated the
balances thereof shall be deducted from any sums otherwise due or which may become
due to the Contractor from the Government, and any deficiency shall be paid by the
Contractor to the Government upon demand. (MAY 1959)

[The percentage stated above should not be more than 95 percent. In appropriate
cases, where more rapid liquidation is desirable, the following sentence may be
inserted at the beginning of paragraph (5), with appropriate percentage specified.]

To liquidate the principal amount of any advance payment made to the Con-
tractor hereunder, there shall be deductions of _.__._ percent from any and all
payments made by the Government under the contracts involved. (MAY 1959)

[In case of a cost-revmbursement contract, insert the following paragraph instead of
paragraph (5) above.]

(5) Liguidation. If not otherwise liquidated, the advance payments made
hereunder and interest charges, if any, shall be liquidated as herein provided. When
the sum of all payments under this contract, other than advance payments, plus the
unliquidated amount of advance payments and interest charges are equal to the total
estimated cost of $________________ for the work under this contract (not including
fixed fee, if any), or such lesser amount to which the total estimated cost under this
contract may have been reduced, plus increases, if any, in this total estimated cost not

exceeding, in the aggregate, $_ __ __ __ . ________ o _.__ ,
(Insert not more than 10 percent of estimated costs stated above)

(including, without limitation, reimbursable costs incident to termination for the
convenience of the Government as estimated by the Contracting Officer), the Govern-
ment shall thereafter withhold further payments to the Contractor and apply the
amounts withheld against the Contractor’s obligation to repay such advance payments
and interest charges, until such advance payments and interest charges shall have
been fully liquidated. If upon completion or termination of the contract all advance
payments and interest charges have not been fully liquidated, the balances thereof shall
be deducted from any sums otherwise due or which may become due to the Contractor
from the Government, and any deficiency shall be paid by the Contractor to the
Government upon demand. (MAY 1959)

(6) Interest Charge. If required in paragraph (14)(c) below and at the rate there-
in specified, the Contractor shall pay interest to the Government upon the daily unliqui-
dated balance of advance payments made under this contract. If the full amount of
such interest is not paid by deduction or otherwise upon the completion or termination
of this contract, the deficiency shall be paid by the Contractor to the Government upon
demand. Interest at the rate specified in paragraph (14) (c) shall be computed at the end
of each calendar month in the manner herein specified on the average daily balance of the
principal of the advance payments outstanding. Notwithstanding monthly computa-
tion, interest shall be computed for the actual number of days involved, on the basis of
a 365- or 366-day year as the case may be. In determining such balance, (1) charges on
account of the advance payments to the Contractor shall be made as of the date of the
checks therefor, and (2) credits arising from deductions from payments to the Contractor
shall be made as of the date of issue of the checks for such payments. [Fer cost-reim-
bursement conlracts, use, instead of (2) above: (2) credits resulting from deductions from
cost reimbursements shall be made upon the approval of the vouchers by the Disbursing
Officer, as of the dates respectively upon which the Contractor presents to the Con-
tracting Officer or his duly authorized representative full and accurate data for the
preparation of each such voucher, which date as to each such voucher shall be certified
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by the Contracting Officer or his duly authorized representative.] =~ Also, in determining
such balance, credits arising from cash repayments to the Government by the Contractor
shall be made as of the date the checks therefor are received by the Disbursing Officer.
As soon as such monthly computations shall have been made, the interest charge so
determined shall be deducted from any payments otherwise due to the Contractor under
the contracts on which advance payments have been made. [For cost-plus-fized-fee
contracts, use the following, instead of the next preceding sentence: As soon as such monthly
computations shall have been made, the interest charge so determined shall be deducted
from any payments on account of the fixed fee which may be made to the Contractor
from time to time under the Contract.] In the event the accrued interest exceeds any
such payment, the excess of such interest shall be carried forward and deducted from
subsequent payments on account of the contract price or fixed fee as the case may be.
The interest shall not be compounded, and shall, subject to the provisions of paragraph
(11) hereof, cease to accrue with respect to each contract upon which advance payments
are outstanding hereunder, upon termination of such contract for other than the fault
of the Contractor, or upon the date found by the Contracting Officer to be the date
upon which the Contractor completed his performance under the contract. (MAY 1959)

(7) Bank Agreement. Before an advance payment is made hereunder, the Con-
tractor shall transmit to the Administering Office, in the form prescribed by such office,
an Agreement in triplicate from the bank in which the Special Bank Account is estab-
lished, clearly setting forth the special character of the account and the responsibilities
of the bank thereunder. Wherever possible, such bank shall be a member bank of the
Federal Reserve System, or an “insured” bank within the meaning of the Act creating
the Federal Deposit Insurance Corporation (Act of August 23, 1935, 49 Stat. 684, as
amended; 12 U.S.C. 264). (MAY 1959)

(8) Lien on Special Bank Accoun!. The Government shall have a lien upon
any balance in the Special Bank Account paramount to all other liens, which lien shall
secure the repayment of any advance payments made hereunder together with interest
charges thereon. (MAY 1959)

(9) Lien on Property Under Contract. Any and all advance payments made
under this contract, together with interest charges thereon, shall be secured, when made
by a lien in favor of the Government, paramount to all other liens, upon the supplies or
other things covered by this contract and on all material and other property acquired
for or allocated to the performance of this contract, except to the extent that the Govern-
ment by virtue of any other provision of this contract, or otherwise, shall have valid
title to such supplies, materials, or other property as against other creditors of the Con-
tractor. The Contractor shall identify by marking or segregation all property which is
subject to a lien in favor of the Government by virtue of any provision of this contract
in such a way as to indicate that it is subject to such lien and that it has been acquired
for or allocated to the performance of this contract. If for any reason such supplies,
materials, or other property are not identified by marking or segregation, the Govern-
ment shall be deemed to have a lien to the extent of the Government’s interest under
this contract on any mass of property with which such supplies, materials, or other prop-
erty are commingled. The Contractor shall maintain adequate accounting control over
such property on his books and records. If at any time during the progress of the work
on the contract it becomes necessary to deliver any item or items and materials upon
which the Government has a lien as aforesaid to a third person, the Contractor shall
notify such third person of the lien herein provided and shall obtain from such third
person a receipt, in duplicate, acknowledging, inter alia, the existence of such lien. A
copy of each receipt shall be delivered by the Contractor to the Contracting Officer. If
this contract is terminated in whole or in part and the Contractor is authorized to sell or
retain termination inventory acquired for or allocated to this contract, such sale or
retention shall be made only if approved by the Contracting Officer, which approval
shall constitute a release of the Government’s lien hereunder to the extent that such
termination inventory is sold or retained, and to the extent that the proceeds of the sale,
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or the credit allowed for such retention on the contractor’s termination elaim, is applied
in reduction of advance payments then outstanding hereunder. (MAY 1959)

(10) Insurance. The Contractor represents and warrants that he is now main-
taining with responsible insurance carriers, (i) insurance upon his own plant and equip-
ment against fire and other hazards to the extent that like properties are usually insured
by others operating plants and properties of similar character in the same general locality;
(ii) adequate insurance against liability on account of damage to persons or property; and
(iii) adequate insurance under all applicable workmen’s compensation laws. The Con-
tractor agrees that, until work under this contract has been completed and all advance
payments made hereunder have been liquidated, he will (i) maintain such insurance;
(ii) maintain adequate insurance upon any materials, parts, assemblies, subassemblies,
supplies, equipment and other property acquired for or allocable to this contract and sub-
ject to the Government lien hereunder; and (iii) furnish such certificates with respect to
his insurance as the Administering Office may from time to time require. (MAY 1959)

(11) Default Provisions. Upon the happening of any of the following events
of default, (i) termination of this contract by reason of fault of the Contractor (ii) a
finding by the Administering Office that the Contractor (a) has failed to observe any of
the covenants, conditions or warranties of these provisions or has failed to comply with
any material provision of this contract, or (b) has so failed to make progress, or is in
such unsatisfactory financial condition, as to endanger performance of this contract,
or (c) has allocated inventory to this contract substantially exceeding reasonable require-
ments, or (d) is delinquent in payment of taxes or of the costs of performance of this
contract in the ordinary course of business; (iii) appointment of a trustee, rceeiver or
liquidator for all or a substantial part of the Contractor's property, or institution of
bankruptey, reorganization, arrangement or liquidation proceedings by or against the
Contractor; (iv) service of any writ of attachment, levy of execution, or commencement
of garnishment proceedings with respect to the Special Bank Account; or (v) the com-
mission of an act of bankruptey; the Government, without limiting any rights which
it may otherwise have, may, in its discretion and upon written notice to the Contractor,
withhold further withdrawals from the Special Bank Account and withhold further
payments on this contract. Upon the continuance of any such events of default for a
period of thirty (30) days after such written notice to the Contractor, the Government
may, in its discretion, and without limiting any other rights which the Government may
have, take the following additional actions as it may deem appropriate in the circum-
stances; (a) withdraw all or any part of the balance in the Special Bank Account by
checks payable to the Treasurer of the United States signed solely by the Countersigning
Agent and apply such amounts in reduction of advance payments then outstanding
hereunder and in reduction of any other claims of the Government against the contractor;
(b) charge interest on advance payments outstanding during the period of any such de-
fault at the rate of six percent (6%) per annum; (¢) demand immediate repayment of the
unliquidated balance of advance payments hereunder; or (d) take possession of and,
with or without advertisement, sell at public sale at which the Government may be the
purchaser, or at a private sale, all or any part of the property on which the Government
has a lien under this contract and, after deducting any expenses incident to such sale,
apply the net proceeds of such sale in reduction of the unliquidated balance of advance
payments hercunder and in reduction of any other claims of the Government against
the Contractor. (MAY 1959)

(12) Prohibition Against Assignment. Notwithstanding any other provision of
this contract, the Contractor shall not transfer, pledge, or otherwise assign this contract,
or any interest therein, or any claim arising thereunder, to any party or parties, bank,
trust company, or other financing institution. (MAY 1959)

(13) Information—Access to Records. The Contractor shall furnish to the Ad-
ministering Office signed or certified balance sheets and profit and loss statements month-
ly, or at such other intervals as may be required, together with a monthly report on the
operation of the Special Bank Account in prescribed form, and such other information
concerning the operation of the Contractor’s business as may be requested. The
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contractor shall afford to authorized representatives of the Government proper facilities
for inspection of the Contractor’s books, records and accounts. (MAY 1959)
(14) Designations and Determinations.

(a) Amount. The amount of advance payments at any time outstanding
hereunder shall not exceed $________________. [or, alternatively:]

(a) Amount. The aggregate amount of the advance payments to be made
hereunder (less the aggregate amounts paid or withdrawn pursuant to paragraph (4)
shall not exceed $________________.

(b) Depository. The bank designated for the deposit of payments made
hereunder shall be - oo cocoremmrnsmmernr cone cummssnag

(¢) Interest Charge. Interest shall be charged in the manner provided herein at
the rate of five percent per annum. [In the case of advance payments made without
interest, insert the following:] No interest shall be charged for advance payments made
hereunder, except as provided for in paragraph (11)(b). The Contractor shall charge
interest at the rate of five percent per annum on subadvances or down payments to
subcontractors, and sueh interest will be credited to the account of the Government.
However, interest need not be charged on subadvances on nonprofit subcontracts with
nonprofit educational or research institutions for experimental, research of development
work.

(d) Administering Office. The office administering advance payments is
designated B8 = isvcassmons rersse TR S eeE SRS e e (MAY 1959)

(15) Other Secwrity. The terms of this contract shall be considered adequate
security for advance payments hereunder, except that if at any time the Administering
Office deems the security furnished by the Contractor to be inadequate, the Contractor
shall furnish such additional security as may be satisfactory to the Administering Office,
to the extent that such additional security is available. (MAY 1959)

(16) Representations and Warraniies. To induce the making of the advance
payments, the Contractor represents and warrants that—

(a) The balance sheet, the profit and loss statement and any other supporting
financial statements, heretofore furnished to the Administering Office, fairly reflect the
financial condition of the Contractor at the date shown on said balance sheet and the
results of the operation for the period covered by the profit and loss statement, and since
said date there has been no materially adverse change in the financial condition of the
Contractor.

(b) No litigation or proceedings are presently pending or threatened against the
Contractor, except as shown in the above statements.

(¢) The Contractor, apart from liability resulting from the renegotiation of
defense production contracts, has no contingent liabilities not provided for or disclosed
in the financial statements furnished to the Administering Office.

(d) None of the provisions herein contravenes or is in conflict with the authority
under which the Contractor is doing business or with the provision of any existing
indenture or agreement of the Contractor.

(e) The Contractor has the power to enter into this contract and accept advance
payments hereunder, and has taken all necessary action to authorize such acceptance
under the terms and conditions of this contract.

(f) None of the assets of the Contractor is subject to any lien or encumbrance
of any character except for current taxes not delinquent, and except as shown in the
financial statements furnished by the Contractor to the Administering Office. There
has been no assignment of claims under any contract affected by these advance payment
provisions, or if there has been any assignment, such assignments have been terminated.

(9) All information furnished by the Contractor to the Administering Office in
connection with each request for advance payments is true and correct.

(k) These representations and warranties shall be continuing, and shall be
deemed to have been repeated by the submission of each invoice for advance payments.
(MAY 1959)
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(17) Subadvances. Substantially the following provision should be included in the
contract when subadvances are contemplated:

Subject to the prior written approval of the Administering Office, funds
from the Special Bank Account may be used by the Contractor to make advance
payments or down payments to subcontractors and materialmen in advance of
performance by the subcontractor or materialman. Such subadvances shall not
exceed ______ percent of the subcontract price or estimated cost as the case may
be, and the subcontractors or materialmen to whom such advances are made shall
furnish adequate security therefor. Unless other security is required by the
Administering Office, covenants in subcontracts, expressly made for the benefit
of the Government providing for a Special Bank Account for the subadvance,
with Government lien thereon, and providing for a Government lien, paramount
to all other liens, on all property under such subcontract, and imposing upon the
subcontractor and the depository bank substantially the same duties and giving
the Government substantially the same rights as are provided herein (and in the
Agreement for Special Bank Account supplementary hereto) between the Govern-
ment, the Contractor and the Bank, may be considered as adequate security for
such subadvance. (MAY 1959)

(18) Covenants. The following are examples of some special provisions (subject,
to modification to adapt to the circumstances of individual cases) that may be utilized
when and to the extent deemed appropriate in particular cases.

During the period of time that advance payments may be made hereunder
and so long as any such advance payments remain unliquidated, the Contractor
shall not, without the prior written consent of the Administering Office—

(a) Mortgage, pledge, or otherwise encumber, or suffer to be encumbered,
any of the assets of the contractor now owned or hereafter acquired by him, or permit
any preexisting mortgages, liens, or other encumbrances to remain on or attach to any
assets of the Contractor which are allocated to the performance of this contract and with
respect to which the Government has a lien hereunder;

(b) Sell, assign, transfer, or otherwise dispose of accounts receivable, notes
or claims for money due or to become due;

(¢) Declare or pay any dividends, except dividends payable in stock of the
corporation, or make any other distribution on account of any shares of his capital
stock, or purchase, redeem, or otherwise acquire for value any such stock, except as
required by sinking fund or redemption arrangements reported to the Administering
Office incident to the establishment of these advance payment provisions;

(d) Sell, convey, or lease all or a substantial part of his assets;

(e) Acquire for value the stock or other securities of any corporation, munici-
pality, or governmental authority, except direct obligations of the United States;

(f) Make any advance or loan to or incur any liability as guarantor, surety,
or accommodation endorser for any other firm, person, or corporation;

(9) Permit a writ of attachment or any similar process to be issued against his
property without procuring release thereof or bonding the same within 30 days after
the entry of the writ of attachment or any similar process;

(k) Pay any salaries, commissions, bonuses, or other remuneration in any
form or manner to his directors, officers, or key employees in excess of existing rates of
payments or of rates provided in existing agreements, in connection with which notice
has been given to the Administering Office, or acerue such excess remuneration without
first obtaining an agreement subordinating the same to all claims of the Government
hereunder, or employ any person at a rate of compensation in excess of $______________
per annum.

(z) Make any substantial change in management, ownership, or control of
the corporation;

(j) Merge or consolidate with any other firm or corporation, change the type
of his business or engage in any transaction outside the ordinary course of his business
as presently conducted;

[Provisions continued on next page]

'ARMED SERVICES PROCUREMENT REGULATION T1E-414.2



1 July 1960
E44 DEFENSE CONTRACT FINANCING REGULATIONS

(k) Deposit any of his funds except in a bank or trust company insured by
the Federal Deposit Insurance Corporation;

() Create or incur indebtedness for borrowed money or advances other than
advances to be made hereunder, except as specified herein;

(m) Make or covenant himself to make capital expenditures exceeding in
the aggregate $____________ ;

(n) Permit his net current assets, calculated in accordance with generally
accepted accounting principles, to become less than $____________ ; or

(o) Make any payments on account of the obligations listed below, execept in
the manner and to the extent herein provided. (MAY 1959)

E-415 Pooled Advance Payments—General. Advance payments are
sometimes useful and convenient for financing the performance of more than
one contract, under a single advance payment agreement. Such an agree-
ment is called an advance payment pool agreement. An advance payment
pool agreement may be entered into as a separate agreement for advance
payments, or may be incorporated initially in a contract for supplies or
services, or added to such a contract by amendment or supplement. Advance
payment pool agreements are especially convenient for the financing of non-
profit contracts with nonprofit educational or research institutions for ex-
perimental, or research and development work, when several contracts or a
series of contracts require financing by advance payments. When advance
payments are appropriate, pooled advance payments may also be used to
finance performance of other types of contracts held by a single contractor.
They may be established without regard to the number of appropriations
involved, and regardless of the fact that contracts affected may be those of
more than one purchasing office, procuring activity, or Military Department.
If more convenient or otherwise preferable, there also may be more than one
advance payment pool agreement in force at the same time with a single
contractor, designed separately to finance contracts of the Military Depart-
ments respectively concerned, or of one or more procuring activities respec-
tively. Advance payment pool agreements may be established under either
or both of the statutes mentioned in E-103.

E-415.1 Distinction Between Pool Contracts and Designated Pool Con-
tracts. An advance payment pool agreement may cover a broad area of a
contractor’s financial needs rather than piecemeal segments related to separate
contracts. A pool arrangement is based upon the contractor’s financing re-
quirements for a group of Government contracts to be performed at the same
time. The monetary requirements for the group of contracts are considered
in fixing the maximum dollar amount for the advance payment pool agreement.
Advances are not made on each separate contract, but can be made on and
charged against one or more large, long term contracts, so as to supply the
monetary requirements for smaller contracts included in the advance payment
pool. A contract to which the advance payments are charged is called a desig-
nated pool contract. All other contracts linked to the pool agreement are called
the pool contracts.

E-416 Advance Payments Pool Agreements—Special Features. The
principal features distinguishing an advance payment pool agreement from an
advance payment provision affecting only a single contract are—

(i) The advance payment pool agreement specifies a “designated pool
contract’’ or two or more ‘‘designated pool contracts,” and provides
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work done under the undelivered portion of the contract, except that for nego-
tiated contracts with small business concerns and for procurement by ‘“Small
Business Restricted Advertising” or pursuant to E-504.3, these percentages
may be 75 percent of total costs or 90 percent of direct labor and material costs
whenever deemed reasonably necessary. Higher percentages will be regarded
as unusual, and not within the category of customary progress payments.

The long lead time or preparatory period in these cases, and the accom-
panying predelivery expenditures that may have a material impact on the
contractor’s working funds, are regarded as making these customary progress
payments reasonably necessary, and as making the general preference for pri-
vate financing not applicable to this class of cases. Provision for customary
progress payments will be made as a matter of course when requested by con-
tractors who are known (from experience or adequate preaward investigation)
to be reliable, competent, capable of satisfactory performance, in satisfactory
financial condition, and to have an adequate accounting system and controls.
In such cases, it is not necessary to require projections of cash receipts and
expenditures or other demonstration of actual reasonable need for progress
payments. However, in order to minimize administrative effort and expense,
progress payments will be discouraged on relatively small contracts of the
stronger and larger contractors who are not small business concerns, e.g., con-
tracts for less than $1,000,000. If a small business concern, and the contract
involved, meet the above standards for customary progress payments, the
smallness of the contract shall not deter the making of provision for customary
progress payments to such small business concerns.

E-503.1 Applicability of Percentages. The standard percentages author-
ized by E-503 and E-504 shall apply to new contracts, new procurement
effected by supplements, amendments or modifications of existing contracts,
definitive contracts superseding letter contracts, instruments effecting new pro-
curement under basic or master agreements, and to all supplements, amend-
ments or modifications which affect or provide for progress payments, as well
as to any outstanding contracts which contain optional provision as to progress
payment percentages, after due notice by the contracting officer. See E-524.

E-503.2 Amendment to Reduce Percentages. Contracting officers are au-
thorized and encouraged to negotiate amendments of existing contracts so as
to reduce the progress payment percentages therein stated to the standard
percentages mentioned in E-503 and E-504.

E-503.3 Indefinite Quantity Contracts. For indefinite quantity contracts,
contemplating requisitions, delivery orders, work orders, task orders, job
orders or their equivalent, if the contractor meets all other requirements for
customary progress payments, the decision as to whether progress payments
come within the customary category will depend upon estimates of the amount
of work expected to be done, and the production lead time expected to be neces-
sary for the major part of the work anticipated. In these cases, provision for
progress payments in the indefinite quantity contract may be deemed cus-
tomary if the amounts involved, and the production lead time, will result in
the substantial equivalent of the customary progress payments. The stand-
ards for unusual progress payments govern when progress payments are not
of the customary type.
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E-500 Scope. This Part provides uniform policies, procedures, and forms
for progress payments based on costs.

E-500.1 References. Paragraphs E-000, E-001, E-002, E-003, E-100,
E-105, E-106, E-107, and all of Part 2 apply to all progress payments, whether
based on costs or on a percentage or stage of completion.

E-500.2 Exclusions. This Part does not apply to (i) cost-reimbursement
type contracts, except as to progress payments to subcontractors and suppliers
thereunder (E-514), or (ii) contracts for construction (as defined in 10-101.6),
or for shipbuilding or ship conversion, alteration or repair, when such con-
tracts provide for progress payments based on a percentage or stage of completion.

E-500.3 Contract Coverage. Except as provided in E-500.2 above, this
Part applies to all contracts (1-201.5) providing for progress payments. This
Part applies to new procurement, to contract changes concerning progress
payments, and to existing contracts whenever consistent therewith.

E-501 Percentage or Stage of Completion. Progress payments based on
a percentage or stage of completion will be confined to contracts for construc-
tion (10-101.6), shipbuilding and ship conversion, alteration or repair. For
all other contracts, including any separate contracts for engines, machinery,
equipment or other components for ships, the only types of progress payment
provisions will be those based on costs, as authorized herein. However, on
existing contracts which provide for progress payments based on a percentage
or stage of completion, it is not required that provision for progress payments
based on costs be substituted in connection with future amendments, supple-
ments or modifications, if such substitution is found impracticable. See E-516.1.

E-502 General. It is not and has not been the policy of the Department
of Defense that the proper use of progress payments should be stopped or
unreasonably curtailed. Progress payments are sometimes necessary and use-
ful to supplement the working funds available to defense contractors of all
sizes. It seldom should be necessary for progress payments based on costs to
exceed 85 percent of direct labor and material costs, or 70 percent of total costs,
of the work done under the undelivered portion of the contract.

E-502.1 Requests for Proposals. Requests for proposals shall state that
contract provision for progress payments will be made in conformity with regu-
lations, and that the need for progress payments conforming to regulations will
not be considered as a handicap or adverse factor in the award of contracts.

E-503 Customary Progress Payments—Standards. Certain types of
production contracts involve a long “lead time’” or preparatory period, nor-
mally approximating six months or more between the beginning of work and
the first delivery, and may require contractor’s predelivery expenditures that
will have a material impact on the contractor’s working funds. Familiar
examples include, among others, contracts for aircraft, engines, complex items
of electrical or electronics equipment, heavy handling equipment, production
machines and equipment, tanks and other items of heavy ordnance.

Progress payments have been traditional and customary on this class of
contracts, on the basis of a percentage of total costs or of direct labor and
material costs.

Percentages for customary progress payments shall be not more than 70
percent of total costs or 85 percent of direct labor and material costs of the
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(iv) tuition, as authorized by 31 U.S.C. 529i (69 Stat. 314);

(v) subscriptions to publications, as authorized by 31 U.S.C. 530;

(vi) small purchases of goods or services in foreign countries, when the
purchase price does not exceed $2,500 or equivalent amount of
applicable foreign currency and advance payment of the purchase
price or of a part thereof is required by and made in compliance
with the laws or ministerial, i.e., governmental, regulations of the
foreign country concerned, as authorized by 31 U.S.C. 529i (69
Stat. 314).

[Next page is E49]
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contract of a nonpreponderant Department as the ‘‘designated pool contract,”
or where it is fairly expected that preponderance will shift during the term of the
advance payment pool agreement.

(¢) Inclusion of contracts of another Department in an advance payment
pool arrangement, either as ‘““pool contracts’ or as a “designated pool contract,”
requires approval of the contract financing office of each Department concerned.
This may be accomplished by concurrence in provisions of the pool agreement
permitting inclusion of contracts of another Department, or by separate
approvals in connection with the addition of such contracts to the advance
payment pool.

(d) Situations may occur in which the remaining payments available on
all pool contracts are not sufficient to liquidate outstanding advance payments.
These circumstances will not affect the normal practice by which the net amount
payable by or to the Government on each separate contract is determined by
offsetting mutual debits and credits of the Government and the contractor
respectively arising under each separate contract. For advance payments that
remain outstanding after adjustment for debits and credits under cach separate
contract, amounts realized from the special pool bank account, from property
covered by the advance payment lien, and from any other recoveries available
for liquidation of advance payments should be applied first to liquidation of
the remaining outstanding advance payments, ratably in proportion to the
amount of unliquidated advance payments outstanding on each contract re-
spectively. If there is only one open designated pool contract, the entire ad-
vance payment loss should fall on that contract. If there is more than one
open designated pool contract on which advance payments remain outstanding
after adjustment for debits and credits under each separate contract, the
advance payment loss (insofar as contracts of two or more Military Depart-
ments are involved) will fall on all of those designated pool contracts, ratably
in proportion to the amont of unliquidated advance payments outstanding
on each contract respectively.

(e) Records will not be maintained to show separately the amount of
advance payments invested in each one of the separate pool contracts. The
keeping of such records is unnecessary, and would not be consistent with the
purposes of pooled advance payments to provide necessary contract financing
in such way as to minimize administrative effort and inconvenience of con-
tractors and the Government.

E-419 Excluded Advance Payments. These regulations do not apply
to advance payments for—
(1) extension or connection of public utilities for military installations,
as authorized by Military Construction Authorization Acts;
(ii) insurance of official motor vehicles in foreign countries, and expenses
of investigations in foreign countries, as authorized by Section 603
of the Department of Defense Appropriation Act, 1960 (73 Stat.
378) or by other legislation authorizing payments for such expenses;
(iii) rentals, as authorized by Section 606 of the Department of Defense
Appropriation Act, 1960 (73 Stat. 378) or by 31 U.S.C. 529i (69
Stat. 314) or by other legislation specifically authorizing advance
payment of rent;
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for substitution from time to time of new or different contracts
as the “designated pool contract(s);”’

(i1) When there is only one designated pool contract, all advance pay-
ments are charged against that designated pool contract. When
there is more than one designated pool contract, each advance
payment made is charged against one of the designated pool con-
tracts, except that when the foregoing is not possible, the advance
must be allocated specifically by amounts to two or more desig-
nated pool contracts;

(ii1) Liquidation of advance payments is geared to the stated contract
price, or total estimated cost, if applicable, of the ‘“designated
pool contract(s);”’

(iv) The advance payment pool agreement either lists other contracts
as ‘“pool contracts,” or provides for inclusion of other contracts
as “pool contracts” by reference to the advance payment pool
agreement in such contracts, and provides for the subsequent in-
clusion of other contracts as ‘“pool contracts;”

(v) All payments under all of the pool contracts, including designated
pool contracts, are made into the advance payment Special Bank
Account;

(vi) The appropriate provisions of the advance payment clause are
made applicable to all pool contracts, including the designated
pool contracts.

E-417 Liquidation—Designated Pool Contracts—Administering Office.
It is imperative for each advance payment pool that effective arrangements be
made to insure that there will not be overpayments, and that timely liquidation
is accomplished against each designated pool contract. For each pool agree-
ment, there must be a single administering office, and to the greatest extent
possible there should be only one finance office or disbursing office for all of the
contracts affected by the pool, especially those contracts which are designated
pool contracts.

E-418 Pooled Advance Payments—Understandings. Pooled advance
payments affecting contracts of more than one Military Department neces-
sarily require agreement by those concerned with a given case. There has not
been sufficient experience with pooled advance payments to permit full coverage
by these regulations. However, certain understandings which have been
reached on some of the problems involved are set out below, for the guidance
of all concerned.

(a) There should be no single exclusive procedure for establishing an
advance payment pool agreement. Requests for pooled advance payments
may be initiated at the level of the contracting officer, or chief of a procuring
activity, or at Departmental headquarters.

(b) When the advance payment pool is to affect contracts of more than
one Department, the authorizing Department ordinarily would be the one
having preponderant interest in the contractor’s backlog of unfinished contracts,
along the lines of E-306. Possible exceptions to the preponderance principle
are cases in which it would be more convenient to use a relativelylarge long term
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E-503.4 Administration. When progress payments are provided in the
cases mentioned in E-503.3, such as indefinite quantity contracts for overhaul
or maintenance, (1) the contract price is deemed to be the total of the amount
of requisitions, delivery orders, work orders, task orders or their equivalent
issued under the basic contract, (2) costs for progress payment purposes are
the costs allocable to all such requisitions, ete., and (3) payments and liquida-
tions will be handled in the same way as if all such requisitions, ete., constituted
work under a single fixed-price type contract.

E-504 Formal Advertising—Small Business Restricted Advertising.
Incident to formal advertising, invitations for bids shall provide for progress
payments in the manner and under the circumstances stated below.

E-504.1 Progress Payment Provision in Incitations for Bids. When
progress payments are contemplated, the invitations for bids shall state that
upon written request by the prospective contractor a progress payment clause
(to be included in the invitations for bids or identified by appropriate ref-
erence therein, and to be the appropriate one of the contract clauses at 70 per-
cent of total costs or 85 percent of costs of direct labor and material) will be
included in the contract at the time of award. These invitations for bids
providing for progress payments shall also state that the need for progress
payments conforming to regulations will not be considered as a handicap or
adverse factor in the award of contracts, and that bids including requests for
progress payments will be evaluated on an equal basis with bids not including
requests for progress payments.

Provision for progress payments shall be made in invitations for bids
whenever the contracting officer considers (1) that the period between the
beginning of work and the required first production delivery will exceed six
months, or (2) that progress payments will be useful or necessary by reason
of circumstances that will involve substantial accumulation of predelivery
costs that may have a material impact on a contractor’s working funds (in-
cluding but not limited to substantial small business set-asides expected to
involve a relatively large predelivery accumulation of materials, purchased
parts or components).

Provision for progress payments shall also be made in invitations for bids
whenever it is estimated that the procurement will involve approximately
$100,000 or more and that bids are likely to be submitted by one or more small
business concerns, unless the procurement is within one or more of the ex-
cepted categories set out below. Provision for progress payments ordinarily
will not be made in invitations for bids when the procurement is for quick
turn-over items of kinds for which predelivery financing by progress pay-
ments is not the custom or practice on sales by members of the industry to
private commercial customers, such as (i) subsistence, (ii) clothing and ap-
parel, (iii) “off-the-shelf” items, and (iv) standard commercial items or equiv-
alent items (including medical and dental supplies), not requiring substantial
accumulation of predelivery expenditures.

Reasonable doubts should be resolved in favor of inclusion of progress
payment provisions in invitations for bids, in order to (i) facilitate necessary
contract financing assistance to small suppliers and (ii) avoid the necessity
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for rejecting, as nonresponsive, bids conditioned on progress payments when
the invitations for bids do not provide for progress payments.

E-504.2 Small Business Restricted Advertising. The above policy and
standards also apply to procurement by ‘‘Small Business Restricted Advertis-
ing,” except that in ‘“Small Business Restricted Advertising” (and also for
procurement pursuant to E-504.3), when deemed reasonably necessary, pro-
vision may be made for progress payment percentages up to 75 percent of total
costs or 90 percent of costs of direct labor and material.

E-504.3 Progress Payments Exclusively for Small Business. A stated pur-
pose of Public Law 85-800, 72 Stat. 966, is ‘‘to improve opportunities for small
business concerns to obtain a fair proportion of Government purchases and
contracts.”” One of the sections of this statute amended 10 U.S.C. 2307 by
providing that contracting agencies ‘“may—insert in bid solicitations—a provi-
sion limiting to small business concerns—progress payments.” In further-
ance of the purposes of this statute, whenever provision for progress payments
is to be made in invitations for bids (as provided by E-504.1 and E-504.4), care-
ful consideration shall be given as to whether or not the contemplated avail-
ability of progress payments shall be restricted to small business concerns only.
If it is considered by the contracting officer that progress payments should not
be reasonably necessary for prospective bidders other than small business con-
cerns, the provision for progress payments (E-504.1) and the notice to bidders
(E-504.4) will be supplemented by a limitation to the effect that—

“THE PROGRESS PAYMENTS CLAUSE WILL BE AVAILABLE TO SMALL

BUSINESS CONCERNS ONLY, AND WILL NOT BE INCLUDED FOR CON-
TRACTORS WHO ARE NOT SMALL BUSINESS CONCERNS.”

(For percentages, see E-503, E-504.2.)

E-504.4 Notice to Bidders. Those invitations for bids that make provision
for progress payments (E-504.1) should contain substantially the following no-
tice to bidders:

PROGRESS PAYMENTS (MAY 1959)

The need for progress payments conforming to regulations (Appendix E, Armed
Services Procurement Regulation) will not be considered as a handicap or adverse
factor in the award of contracts. Bidders desiring progress payments in accordance
with the Progress Payment clause attached hereto, shall include a written request
therefor in their bids, and bids including requests for progress payments will be evalu-
ated on an equal basis with bids not including a request for progress payments.
Blanks, if any, in the attached Progress Payment clause, will be filled in by the Con-
tracting Officer, before award, in conformity with regulations.* If a bid does not
contain a request for progress payment provision, the Progress Payment clause will
not be included in the contract as awarded.

*[Omit the third sentence, above, when the Total Costs clause (E-510.1) is used.]

E-504.5 Total Costs Clause Preferable. 'The Total Costs clause (E-510.1)
is preferable to the Direct Labor and Materials Cost clause (-510.2) in pro-
curement by formal advertising and in Small Business Restricted Advertising.
When the Total Costs clause (E-510.1) is used, it is not necessary to make
the cost estimates and computations that are required before the appropriate
percentages can be determined for (a)(3)(ii), (a)(4) and (b) of the Direct
Labor and Materials Cost clause (E-510.2). Generally, the principles of
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E-523 and E-524.6 should be simpler to apply to the Total Costs clause
(E-510.1) than to the Direct Labor and Materials Cost clause (E-510.2).

E-504.6 Nonresponsive Bids—Uninvited Progress Payment Condition. To
minimize the possibility of misunderstandings, the recipients of invitations
for bids, or those included on bidders lists, should be informed and kept aware
that when invitations for bids do not provide for progress payments, progress
payment clauses cannot be included in the contract at time of award, and
that bids conditioned upon provision for progress payments will have to be
rejected as nonresponsive. This precautionary warning notice may be included
in invitations for bids, or may accompany invitations for bids, or may be
otherwise circulated or made known to prospective bidders by such means as
are considered appropriate. Also, prospective bidders who are not small busi-
ness concerns should be given appropriate precautionary warning notice that
when invitations for bids provide for progress payments for small business
concerns only (E-504.3), progress payment provision cannot be made for con-
tractors who are not small business concerns, and that bids of those who
are not small business concerns, if conditioned upon provision for progress
payments, will have to be rejected as nonresponsive.

E-505 Unusual Progress Payments—Standards—Procedure. Progress
payments based on costs, other than progress payments of the class and within
the limits set forth in E-503 and E-504, will be regarded as unusual, and
will require special approval. This is deemed necessary for the purpose of
minimizing risks, and in order to establish and maintain the greatest prac-
ticable uniformity with regard to such progress payments within and among
the Military Departments. Any contractor seeking provision for progress
payments that is ‘“unusual,” within the meaning of these regulations, will be
required to demonstrate fully his actual need therefor, with due regard to the
preference for private financing, including guaranteed loans. Requests for
“unusual”’ progress payments shall be approved only under exceptional cir-
cumstances and must have the specific approval of the Head of a Procuring
Activity (1-201.8) or of a general or flag officer designated for that purpose.

Such cases must involve a preparatory period requiring contractor’s pre-
delivery expenditures that are large in relation to the contract price and in
relation to the contractor’s working capital and credit. Contract provisions
for progress payments in this category will be only supplementary to private
financing, including guaranteed loans, in amounts necessary for contract per-
formance. The percentage rates and cost bases for progress payments on new
procurement in this category will be determined on a minimum basis commen-
surate with the contractor’s production schedule requirements and minimum
inventory lead time, with due regard to the contractor’s projected cash needs,
cash resources and their planned application.

All requests involving progress payments at rates exceeding 85 percent
(or 90 percent for small business concerns) of direct labor and material costs
or exceeding 70 percent (or 75 percent for small business concerns) of total
costs, if regarded favorably by the Head of a Procuring Activity (1-201.8) or
by a specially designated general or flag officer within a procuring activity,
will be forwarded, with supporting information, for approval of a designated
office or person at departmental headquarters of the Military Department
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directly concerned. Such office or person may be the contract financing office
at departmental headquarters or such person or persons, located at departmen-
tal headquarters and responsible to the Under or Assistant Secretary responsible
for the comptroller function, as may be designated for this purpose by such
Under or Assistant Secretary. Such requests, before approval, will be coordi-
dinated speedily with representatives of the other Military Departments and of
the Assistant Secretary of Defense (Comptroller). When approval is given by
the contract financing office, or other designated representative of the Under
or Assistant Secretary above-mentioned, such approval will ordinarily extend
to future contracts with the same contractor, so that resubmission of future
similar requests for unusual progress payments to that contractor need not be
required unless so indicated on the initial approval or thereafter required by the
approving authority after review of the contractor’s current condition and
circumstances.

E-506 Accounting System and Controls. The contractor’s accounting
system and controls must be adequate for the proper administration of prog-
ress payments. If the contractor’s accounting system and controls have been
found (by experience or by one of the military audit agencies) to be sufficient
and reliable for segregation and accumulation of contract costs, no further
examination should be necessary so long as the efficiency and reliability of the
contractor’s system and controls are maintained. In all doubtful cases, in-
cluding contracts with contractors with whom a military audit agency has had
no experience within the next preceding twelve months, the adequacy of the
contractor’s accounting system and controls shall be determined, and any
necessary changes accomplished, before inclusion of a Progress Payment clause
in a contract. For this purpose, the services of the military audit agencies
should be utilized to the greatest extent practicable.

E-507 Information Required. The information required to support a
contract provision for progress payments is that which is found necessary
under the circumstances of each case to establish that the case complies with
Parts 2 and 5 of these regulations. For guidance as to necessity for financial
information and analysis, and the scope, depth and detail of analysis, see par-
ticularly E-213 and E-214.

E-508 Advance Payments. When advance payments and progress pay-
ments are authorized in the same contract, progress payment percentages will
not excced 85 percent of direct labor and material costs or 70 percent of total
costs, whichever may be applicable.

E-509 Definitions. Asused herein, the following terms have the meanings
set forth below.

E-509.1 Progress Payments. See E-106. The term “progress payments”
must be distinguished from “partial payments.” The term “partial payments”
describes only (1) payments for partial deliveries accepted by the Govern-
ment under a contract, or (2) partial payments on contract termination claims.

E-509.2 Customary Progress Payments. See E-503 and E-504.

E-509.3 Unusual Progress Payments. See E-505.

E-509.4 Costs. Costsinclude all expenses of contract performance which
are reasonable, allocable to the contract, consistent with sound and generally
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accepted accounting principles and practices, and not excluded by the con-
tract. The term ‘“‘costs’’ includes ‘‘“‘ncurred costs” when the contractor is not
delinquent in payment of costs of contract performance in the ordinary course
of business. It may also include incurred costs, after such delinquency, to the
extent provided in E-524.4.

E-509.5 Incurred Costs. Incurred costs are those costs identified through
the use of the accrual method of accounting and reporting. As to invoices,
incurred costs include only invoices for (i) completed work to which the prime
contractor has acquired title, (ii) materials delivered (to which the prime
contractor has acquired title), (iii) services rendered, (iv) costs billed under
cost reimbursement or time and material subcontracts for work to which the
prime contractor has acquired title, and (v) invoices for progress payments
to subcontractors which have been paid or approved for current payment
in the ordinary course of business (as specified in the prime contract), all
properly recorded on the books of the contractor and identified with the con-
tract. Costs incurred include costs of direct labor, direct material, and direct
services identified with and necessary for the performance of the contract,
and also all properly allocated and allowable overhead (indirect) costs as
shown by the books of the contractor.

E-509.6 Unliquidated Progress Payments. Unliquidated progress pay-
ments are the aggregate sum of all progress payments made, less the aggregate
sum of amounts applied to reduce progress payments.

E-509.7 Contract Price. The term ‘‘contract price’” means the total
amount fixed by the contract (other than any portion of the contract specifically
providing for cost reimbursement only), as amended, to be paid for complete
performance of the contract. If the contract provides for escalation or for
redetermination of price, this term means the initial price until changed and
not the ceiling price. If the contract is of the incentive type, this term means
the initial or target price until changed, and not the ceiling or maximum price.
For letter contracts and similar preliminary contractual instruments, this
term means the maximum expenditure authorized by the contract, as amended.

E-509.8 Amendments, Supplements, and Modifications. The terms
“amendment,” “supplement,” and ‘“modification’’ are used interchangeably, and
whenever one of these terms is used it includes the others. The terms ‘‘sep-
arate new contracts,” and ‘‘separate contracts,” as used herein, do not include
“amendments.” )

E-509.9 Deviation. The term “deviation’” means (1) any change, addition
to, or deletion from the contract clauses and certificate forms required by this
Part 5, (2) any contract provision, outside the Progress Payment clause, which
would have the effect of altering or changing the effect of the Progress Pay-
ment clauses provided herein, and (3) any variation from these regulations.
Actions pursuant to E-511.6 are not deviations.

E-510 Contract Clauses. Except as otherwise provided in paragraph 516,
one of the following Progress Payments clauses shall be used whenever progress
payments are to be made to a contractor based upon a percentage of costs,
whether or not the contract schedule provides for reimbursement of progress
payments to subcontractors. See E-510.3.
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E-510.1 Total Costs Clause.

PROGRESS PAYMENTS (JAN. 1961)

Progress payments shall be made to the Contractor as work progresses, from time
to time upon request, in amounts approved by the Contracting Officer upon the follow-
ing terms and conditions:

(a) Computation of Amounts. (1) Unless a smaller amount is requested, each
progress payment shall be (i) 70 percent of the amount of the Contractor’s total costs
incurred under this contract plus (ii) the amount of progress payments to subcontractors
as provided in (j) below; all less the sum of previous progress payments.

(2) The Contractor’s total costs ((a)(1)(i)) shall be reasonable, allocable to this
contract, and consistent with sound and generally accepted accounting principles and
practices. However, such costs shall not include (i) any costs incurred by subcontrac-
tors or suppliers, or (ii) any payments or amounts payable to subcontractors or suppliers,
except for completed work (including partial deliveries) to which the Contractor has
acquired title and except for amounts paid or payable under cost-reimbursement or
time and material subcontracts for work to which the Contractor has acquired title,
or (iii) costs ordinarily capitalized and subject to depreciation or amortization except
for the properly depreciated or amortized portion of such costs.

(3) The amount of unliquidated,progress payments shall not exceed the lesser of
(i) 70 percent of the costs mentioned in (a) (1) (i) above, plus any unliquidated progress
payments mentioned in item (a)(1)(ii) above, both of which are applicable only to the
supplies and services not yet delivered and invoiced to and accepted by the Govern-
ment, or (ii) 70 percent of the total contract price of supplies and services not yet
delivered and invoiced to and accepted by the Government, less unliquidated advance
payments.

(4) The aggregate amount of progress payments made shall not exceed 70 percent
of the total contract price.

(5) If at any time a progress payment or the unliquidated progress payments
exceed the amount permitted by this paragraph (a), the Contractor shall pay the
amount of such excess to the Government upon demand.

(b) Liguidation. Except as provided in the clause entitled “Termination for Con-
venience of the Government,” all progress payments shall be liquidated by deducting
from any payment under this contract, other than advance or progress, the amount
of unliquidated progress payments, or 70 percent* of the gross amount invoiced,
whichever is less. Repayment to the Government required by a retroactive price
reduction will be made after recalculating liquidations and payments on past invoices
at the reduced prices and adjusting the unliquidated progress payments accordingly.

(c) Reduction or Suspension. The Contracting Officer may reduce or suspend
progress payments, or liquidate them at a rate higher than the percentage stated in
(b) above, or both, whenever he finds upon substantial evidence that the Contractor
(i) has failed to comply with any material requirement of this contract, (ii) has so failed
to make progress, or is in such unsatisfactory financial condition, as to endanger
performance of this contract, (iii) has allocated inventory to this contract substantially
exceeding reasonable requirements, (iv) is delinquent in payment of the costs of per-
formance of this contract in the ordinary course of business, (v) has so failed to make
progress that the unliquidated progress payments exceed the fair value of the work
accomplished on the undelivered portion of this contract, or (vi) is realizing less profit
than the estimated profit used for establishing a liquidation percentage in paragraph
(b), if that liquidation percentage is less than the percentage stated in paragraph (a)(1).

(d) Title. Immediately, upon the date of this contract, title to all parts; materials;
inventories; work in process; special tooling as defined in the clause of this contract
entitled ‘“‘Special Tooling”; nondurable (z.e., noncapital) tools, jigs, dies, fixtures,
molds, patterns, taps, gauges, test equipment, and other similar manufacturing.

*For lower percentage for this paragraph, see E-512.2.

[Contract clause continued on next page]
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aids not included within the definition of special tooling in such *Special Tooling™
clause; and drawings and technical data (to the extent delivery thereof to the Govern-
ment is-required by other provisions of this contract) ; theretofore acquired or produced
. 1..by: the’ Contractor and-allocated or: properly chargeable to this contract under sound
.. and generally accepted accounting principles and practices shall forthwith vest in the
Government and title to all like property thereafter acquired or produced by the
) Contractor and allocated or properly chargeable to this contract as aforesaid shall
forthwith vest in the Government upon said acquisition, production or allocation.
Notwithstanding that title to property is in the Government through the operation of
this clause, the handling and disposition of such property shall be determined by the
_applicable provisions of this contract such as: the Default clause and paragraph (h) of
this clause; Termination for Convenience of the Government clause; and the Special
Tooling clause. Current production secrap may be sold by the Contractor without
approval of the Contracting Officer and the proceeds shall be credited against the costs
of contract performance. With the consent of the Contracting Officer and on terms
approved by him, the Contractor may acquire or dispose of property to which title is
vested in the Government pursuant to this clause, and in that event, the costs allocable
to the property so transferred from this contract shall be eliminated from the costs of
contract performance and the Contractor shall repay to the Government (by cash or
credit memorandum) an amount equal to the unliquidated progress payments allocable
to the property so transferred. Upon completion of performance of all the obligations
- of the Contractor under this contract, including liquidation of all progress payments
- hereunder, title to all property (or the proceeds thereof) which had not been delivered to,
and accepted by the Government under this contract or which had not been incorpo-
rated in supplies delivered to and accepted by the Government. under this contract and
to which title has vested in the Government under this clause shall vest in the Contrac-
‘tor. The provisions of this contract referring to or defining liability for Government-
furnished property shall not apply to property to which the Government shall have
acquired title solely by virtue of the provisions of this clause. .

(e) Risk of Loss. Except to the extent that the Government shall have otherwise
expressly assumed the risk of loss of property, title to which vests in the Government
pursuant to this clause, in the event of the loss, theft or destruction of or damage to any
such property before its delivery to and acceptance by the Government, the Contractor
shall bear the risk of loss and shall repay the Government an amount equal to the un-

! ;llqmdated progress payments based on costs allocable to such lost, stolen, destroyed or
. ...damaged property. . v

(f) Conitrol of Costs and Properly The Contractor shall maintain an accounting
system and controls adequate for the proper administration of this clause.

(8) Reports— Access to Records. Insofar as pertinent to the administration of this
clause, the Contractor will (i) furnish promptly such relevant reports, certificates,

- financial statements, and other information as may be reasonably requested by the
Contracting Officer, and (ii) give the Government reasonable opportunity to examine
..and verify his books, records and accounts. |
(h) Special Provisions Regarding Default. If this contract is terminated pursuant
- -to the clause entitled “Default,” (i) the Contractor shall, upon demand, pay to the
Government the amount of unliquidated progress payments and (ii) with respect to all
property as to which the Government elects not to require delivery under the clause
entitled ‘“Default,” title shall vest in the Contractor upon full liquidation of progress
payments, and the Government shall be liable for no payment except as provxded by
the “Default” clause.

[Contract clause continued on next page]
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(i) Reservations of Rights. The rights and remedies of the Government provided in
this clause shall not be exclusive, and are in addition to any other rlghts and’ remedies
provided by law or under this contract. No payment, or vesting of  fitle’ pumua.nt to
this clause, shall excuse the Contractor from performance of his obligations under this
contract, nor constitute a waiver of any of the rights and remedies of the parties under
this contract. 'No delay or failure of the Government in exercising any right, power or

: privilege under 'this ¢lause shall affeet any such right, power or privilege, nor shall any

single or partial exerciseé thereof preelude or impair any further exercise thereof or the
exercise of any other right, power or privilege of the Government.

(j) Progress Payments to Subcontractors. (1) The amount mentioned in‘item (a) (i)
(ii) above shall be the sum of (i) all the progress payments made by the Contractor to
his subcontractors and remaining unliquidated, and (ii) unpaid- billings ‘for progress
payments to subcontractors which have been approvéd for current payment in the
ordinary course of business, when under subcontracts which conform to (2) below.

(2) Subcontracts on which progress payments to subcontractors may be included

' ~ in the base for progress payments pursuant to paragraph (a) of this clause are limited to

those subcontracts in which there is expected to be a long “lead time,” approximating
six months or more between the beginning of work and the first delivery, containing
subcontract progress payment provisions which (i) are substantislly elmxlar to ‘and as
favorable to the Government as this “Progress Payments’ clause, no more favorable
to the subcontractor than this clause is to the contractor and on a basis of not more than
70 percent of total costs or 85 percent of direct labor and material costs (except that
these percentages may be 75 percent of total costs or 90 percent of direct labor and ma-
terial costs for those subc¢ontractors which are small business eoncerns); and (ii) make
all rights of the subeontractor with respect to all property 'to which the Government
has title under the subeontract subordinate to the rights of the Government to require
delivery of such property to it in the event of default by the Contractor under this
contract or in the évent of the bankruptcy or insolvency of the subcontractor.

(3) The Government agrees that any proceeds received by it from property to
which it has acquired title by virtue of such provisions in any subcontract shall be
applied to reduce the amount of unliquidated progress payments made by the Govern-
ment to the Contractor under this contract. In the event the Contractor fully liqui-
dates such progress payments made by the Government to him hereunder and there
are progress payments to any subcontractors which are unliquidated, the Contractor
shall be subrogated’ to'all the Government’s rights by virtue of such provisions in the
subcontract or subcontracts involved as if all such rights had been thereupon assigned
and transferred to the Contractor.

(4) The billings 'deseribed in' (j)(1) (ii) 'above shall "be paid promptly by the Con-
tractor in ‘the ordinary course of business, not later than a reaeom.ble time after pay-
ment-of equivalent amounts by the Government to the Contractor.

(5) To facilitate small business ‘participation in subecontracting under thie con-
tract, the Contractor agrees to provide progress payments to those subcontractors which
are small business concerns, in conformity with the standards for customary progress
payments stated in paragraph 503 of Appendix E of the Armed Services Procurement
Regulation, as in effect on the date of this contract. ' The Contractor further agrees
that the need for such progress payments will not be considered as a handicap or adverse
factor in the award of subcontracts.

[Next page is E58.1]
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E-510.2 Direct Labor and Materials Cost Clause.
PROGRESS PAYMENTS (OCT. 1960)

Progress payments shall be made to the Contractor as work progresses, from time
to time upon request, in amounts approved by the Contracting Officer upon the follow-
ing terms and conditions:

(a) Computation of Amounts. (1) Unless a smaller amount is requested, each prog-
ress payment shall be (i) 85 percent of the amount of the Contractor’s costs incurred
of direct labor and material* only under this contract plus (ii) the amount of progress
payments to his subcontractors as provided in (j) below; all less the sum of previous
progress payments.

(2) The Contractor’s costs above-mentioned ((a)(1)(i)) shall be reasonable, al-
locable to this contract, and censistent with sound and generally accepted accounting
principles and practices. However, such costs shall not include (i) any costs incurred
by subcontractors or suppliers, or (ii) any payments or amounts payable to subcon-
tractors or suppliers, except for completed work (including partial deliveries) to which
the Contractor has acquired title, and except for amounts paid or payable under

*¥[Strike out ““labor and” or “and material’’ if progress payments are limited to single
direct cost.]

[Contract clause continued on next page)

[Next page is E59]
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cost-reimbursement or time and material subcontracts for work to which the Contractor
has acquired title, or (iii) costs ordinarily capitalized and subject to depreciation or
amortization except for the properly depreciated or amortized portion of such costs.

(3) The amount of unliquidated progress payments shall not exceed the lesser
of (i) 85 percent of the costs mentioned in (a)(1) (i) above, plus any progress payments
mentioned in (a)(1) (ii) above, both of which are applicable only to the supplies and
services not yet delivered and invoiced to and accepted by the Government, or (ii)
_--- percent of the total contract price of supplies and services not yet delivered and
invoiced to and accepted by the Government, less unliquidated advance payments.
[For percentage here and in (a)(4), see the first bracketed instruction in (b) below.]

(4) The aggregate amount of progress payments made shall not exceed ...
percent of the total contract price.

(5) If at any time a progress payment or the unliquidated progress payments
exceed the amount permitted by this paragraph (a), the Contractor shall pay the
amount of such excess to the Government upon demand.

(b) Liquidation. Except as provided in the clause entitled ‘“Termination For
Convenience of The Government,”” all progress payments shall be liquidated by deduct-
ing from any payment under the contract, other than advance or progress, the amount
of unliquidated progress payments, or ____ percent [insext a percentage which is to 85
percent as the amount of estimated costs forming the basis for progress paymenis is to the
amount of the estimated tolal costs] of the gross amount invoiced, whichever is less.
Repayment to the Government required by a retroactive price reduction will be made
after recalculating liquidations and payments on past invoices at the reduced prices
and adjusting the unliquidated progress payments accordingly. [For percentage for this
paragraph, lower than the percentage computed pursuant to the above instruction and
E-5612.1(b), see E-512.2.]

(¢) Reduction or Suspension. The Contracting Officer may reduce or suspend prog-
ress payments, or liquidate them at a rate higher than the percentage stated in (b)
above, or both, whenever he finds upon substantial evidence that the Contractor (i)
has failed to comply with any material requirement of this contract, (ii) has so failed
to make progress, or is in such unsatisfactory financial condition, as to endanger per-
formance of this contract, (iii) has allocated inventory to this contract substantially
exceeding reasonable requirements, (iv) is incurring costs, whether or not of the kinds
cligible for progress payments under paragraph (a)(1) above, which are higher than
the respective estimated costs used for establishing the liquidation percentage in para-
graph (b) above, (v) is delinquent in payment of the costs of performance of this
contract in the ordinary course of business, or (vi) has so failed to make progress that
the unliquidated progress payments exceed the fair value of the work accomplished on
the undelivered portion of this contract.

(d) Title. [Same as par. (d) of “Total Costs”’ clause.]

(e) Risk of Loss. [Same as par. (e) of “Total Costs’’ clause.]

(f) Control of Costs and Property. [Same as par. (f) of “Total Costs” clause.]

(g) Reports—Access to Records. [Same as par. (g) of “Total Costs” clause.]

(h) Special Provisions Regarding Default. [Same as par. (k) of “Total Costs” clause.}
(i) Reservations of Rights. [Same as par. (i) of “Total Costs” clause.]

(j) Progress Payments to Subcontractors. [Same as par. (j) of “Total Costs” clause.]

E-511 General Instructions for Progress Payment Clauses. The in-
structions below apply to the clauses required by E-510 and set forth in
E-510.1 and E-510.2.

E-511.1 Contracting Officer. 'The term “coniracting officer” as used in this
Part 5 means the contracting officer as defined in 1-201.3.

E-511.2 Variation in Percentages. The percentages stated in paragraph
(a)(1) (i) of the clauses in E-510.1 and E-510.2 are the normal percentages for
the customary progress payments authorized by E-503. Higher percentages
may be provided in the manner and to the extent authorized by E-505. Lower
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percentages may be used in (a)(1)(i) of E-510.1 and E-510.2 when agreed,
and will be used for unusual progress payments when found adequate in
accordance with the standards set forth in E-505. Such lower percentages
shall not be utilized for progress payments pursuant to E-504.

E-511.3 Total Cost Basis—Percentage Other Than 70 Percent. 1If a per-
centage other than 70 percent is specified in (a)(1)(i) of the Total Costs clause
set forth in E-510.1, the percentage actually specified in (a)(1) (i) of the Progress
Payment clause of the contract shall also be specified in (a)(3)(i), (a)(3)(ii),
(a)(4), and (b) of the Progress Payment clause. (As to (b), see E-512.)

E-511.4 Limited Cost Basis—Other Percentages. When the Progress Pay-
ment clause set forth in E-510.2 is used, the percentage actually specified in
(a) (1) (@) of the Progress Payment clause of the contract will also be specified
in (a)(3)(). The percentage to be specified in (a)(3)(ii), (a)(4), and (b) of
that clause will be computed in the manner provided in E-512.1, except that a
percentage higher than the percentage so computed may be specified in para-
graph (b) if agreed. Subject to this exception permitting use of a higher
percentage in (b) (or a lower percentage in (b) established pursuant to E-512.2)
the percentage to be specified in (a)(3)(ii), (a)(4), and (b) will thus be a per-
centage which is to the percentage in (a)(1) as the amount of estimated costs
forming the basis for progress payments is to the amount of estimated total
costs of performance of the undelivered portion of the contract. This same
principle will apply if a narrower cost basis, more limited than the cost basis
stated in E-510.2, is utilized for progress payments. (See E-511.5)

E-511.5 Cost Basis Less Than Direct Labor and Material Costs. Instead
of the direct labor and material cost basis provided in E-510.2, a narrower and
more limited cost basis for progress payments may be utilized for that clause,
such as direct labor only, direct material only, or direct labor or material costs
applicable only to certain specified items, or specified direct costs other than
direct labor or material costs. Appropriate changes will be made in (a)(1) (@)
of the clause set forth in E-510.2 when such a narrower and more limited cost
basis is to be used. For example, if eligible costs are to be limited to direct
material costs, the words “labor and” should be deleted from (a)(1)(i); or, if
cligible costs are to be limited to direct labor costs, the words ‘“‘and material”
should be deleted from (a)(1) ().

E-511.6 Other Protective Provisions. When deemed reasonably necessary
for the protection of the Government, the clauses set forth in E-510.1 and
E-510.2 may be supplemented by additional protective provisions, such as
personal or corporate guarantees, subordinations or standbys of indebtedness,
special bank accounts, and other protective covenants of the kinds outlined in
item 18 of E—414.2 of these regulations.

E-512 Progress Payment Liquidation. Controlling principles for liquida-
tion of progress payments based on costs are set out below.

E-512.1 Ordinary Method. Except as authorized by E-512.2, the re-
quired method for liquidation and the applicable liquidation percentages are—

(a) when costs other than for direct labor and material are in the base
for progress payments, the percentage of the contract price of delivered items
to be applied for liquidation of progress payments will be not less than the
percentage of costs upon which progress payments are based, e.g., when
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progress payments are based on 75 percent of all costs, liquidation willbeat arate
not less than 75 percent of the contract price of separate items as they are
delivered, or when progress payments are based on 70 percent of all costs,
liquidation will be at a rate not less than 70 percent of the contract price of
separate items as they are delivered;

(b) when progress payments are based on 90 percent (or specified lesser
percentage) of the costs of direct labor and material, the rate of liquidation
of progress payments will be not less than 90 percent (or the specified lesser
percentage) of the percentage of estimated total costs represented by the esti-
mated costs of direct labor and material. Thus, for example, if the base for
progress payments is 90 percent of the costs of direct labor and material, and
if estimated costs of direct labor and material are 70 percent of total estimated
costs, liquidation will be at a rate not less than 63 percent (90X70) of the
contract price of separate items as they are delivered. Sce E-512.3.

E-512.2 Alternate Method.

(a) The above method for liquidation of progress payments (E-512.1)
will not apply if, at the inception of a contract (on the basis of satisfactory
cost estimates) or thereafter by amendment (based on satisfactory data on
cost experience and estimated future costs) the parties shall agree on a percent-
age rate of liquidation which will (i) effect liquidation of the amount of progress
payments involved in each invoice from which liquidation of progress pay-
ments is to be made (z.e., recovery of the portion of costs for which progress
payments have been made), (i1) permit payment to the contractor of not more
than the cost of items delivered and accepted (less allocable progress pay-
ments) and his earned profit on those items, and (iii) insure that unliquidated
progress payments will not exceed the percentage specified in the contract,
of the costs forming the base for progress payments, applicable only to that
portion of the contract which has not been delivered, accepted and invoiced.

(b) However, when progress payments are made at 75 percent of the
total costs, this percentage for liquidation of progress payments, lower than
that prescribed by E-512.1, to the extent appropriate, shall not be fixed at a rate
less than 70 percent except as provided in (c¢) below. If the progress pay-
ment percentage of total costs is less than 75 percent, comparable relationship
between the progress payment percentage and the above minimum liquidation
percentage shall be maintained. Similar principles as to minimum liquida-
tion percentages shall be applied when progress payments are to be made at
90 percent of the costs of direct labor and material, or on a more limited cost
base, or at lesser percentages of limited costs. For example, when progress
payments are made at 70 percent of the total costs, this percentage for liquida-
tion of progress payments, lower than that prescribed by E-512.1, to the extent
appropriate, shall not be fixed at a rate less than 65.3 percent except as provided
in (c¢) below.

(¢) With regard only to items for which final prices have been estab-
lished under contracts, progress payment liquidation percentages conforming
to the standards stated in (a) above, but less than the minimum liquidation
percentages stated and outlined in (b) above, (e.g., less than 70 percent when
progress payments are based on 75 percent of total costs or less than 65.3 per-
cent when progress payments are based on 70 percent of total costs) may be
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established by amendment of contracts upon submission of satisfactory in-
formation by the contractor showing separately (i) the cost of items that
have been delivered, accepted and invoiced, (ii) the cost of work not delivered,
accepted and invoiced, (iii) the estimated costs of completion, and (iv) an
applicable profit on the items for which final prices have been established that
is higher than the amount of profit permitted to be released by application of
the progress payment liquidation percentage then specified in the contract.

(d) Liquidation percentage rates as described herein, less than those
prescribed by E-512.1 will not be established initially or by amendment except
on the basis of satisfactory cost data and estimates furnished by the con-
tractor. Contracts may be amended to reduce the liquidation rate not more
[requently than once in each period of twelve months. See E-512.3.

E-512.3 Liquidation Percentages.

(a) Liquidation percentages shall conform to E-512.1, except as author-
ized by E-512.2.

(b) In the application of (a) and (b) of E-512.2, when progress payments
are at the rate of 75 percent of all costs, the minimum liquidation percentage
of 70 percent would not apply if the estimated profit rate is less than 7.3 per-
cent of total costs. If, for example, the estimated profit rate is 5 percent of
total costs, the minimum liquidation percentage permitted by (a) and (b) of
E-512.2 would be approximately 71.5 percent. At this 5 percent profit rate,
assuming (1) price $105, (2) costs $100, and (3) progress payments $75, this
minimum liquidation rate of 71.5 percent would be necessary for recovery of
the $75 of progress payments from the $105 delivery billing (75+105=71.5
percent, and 0.715X$105=$75.07). The same principles are applicable when,
pursuant to (c) of E-512.2, a liquidation rate lower than the 70 percent mini-
mum is to be established. For example, assuming an established profit rate of
8 percent of total costs of items for which final prices have been established, the
minimum liquidation rate for those items would be 69.5 percent when progress
payments are at the rate of 75 percent of total costs. Assuming, (1) fixed
price $108, (2) costs $100, and (3) progress payments $75, the calculation
would be: 75+108=0.6944, and (rounding this upward to 0.695), 0.695
X$108=875.06.

(¢c) Subparagraph (b) of E-512.1 provides the standards, and gives an
example for establishing the minimum liquidation percentage when progress
payments are to be at 90 percent of costs of direct labor and material (or
lesser percentages of more limited costs). In the application of (a) and (b)
of E-512.2, when progress payments are at the rate of 90 percent of costs of
direct labor and material, examples of the minimum liquidation rates are—

(1) When costs of direct labor and material are 70 percent of total
costs, and the profit rate is 5 percent of total costs, the minimum liquidation
percentage would be 60 percent. Assuming price $105, costs $100, costs of
direct labor and material $70, and progress payments $63, then 63-+105=60
percent. Application of the 60 percent liquidation percentage to the delivery
price of $105 recovers the $63 of progress payments.

(2) On assumptions the same as example (1) above, except that costs
of direct labor and material are computed at 80 percent of total costs ($80 of
the total costs of $100), so that progress payments on the item are $72 (90
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percent of $80), the minimum liquidation percentage would be 68.6 percent
(72+105=68.6 percent, i.c., 68.57 percent rounded upward to 68.6 percent).
Application of this 68.6 percent liquidation percentage to the delivery price
of $105 recovers $72.03 against the $72 of progress payments.

(d) In line with the standards set for progress payments based on 75
percent of all costs, calculation of minimum liquidation rates pursuant to (a)
and (b) of E-512.2, when progress payments are at 90 percent (or lesser per-
centage) of costs of direct labor and material (or costs more limited), will not
take into account any amount of profit that exceeds 7.3 percent of total costs.
Thus, on example (1) next above (assuming profit rate 7.3 percent of costs
or any greater rate), the minimum liquidation percentage would be 58.72
percent (63--107.3=258.72 percent).

(e) The above principles ((a), (b), (¢), (d)) apply when progress pay-
ments are at the rate of 70 percent of all costs or 85 percent of costs of direct
labor and material, or at other percentages. In conformity to the above pat-
tern, liquidation rates would be lower than those set out in (b), (¢), and (d),
to harmonize with percentages for progress payments that are lower than
those mentioned in (b), (¢), and (d). Thus, for instance, with regard to (a)
above, if progress payments are at the rate of 70 percent of all costs (instead
of 75 percent), the minimum liquidation rate comparable to the 70 percent
liquidation rate mentioned in (b) of E-512.2, would be 65.3 percent (or a higher
percentage if the estimated profit rate is less than 7.3 percent of all costs).
In the first example given in (b) above, with progress payments at 70 percent
of total costs, assuming (1) price $105, (2) costs $100, and (3) progress pay-
ments $70, a minimum liquidation percentage of 66.7 percent would be neces-
sary for recovery of the $70 of progress payments from the $105 delivery
billing (70-+105=66.7 percent, and 0.667X$105=70.03). In the second ex-
ample given in (b) above, for application of (c¢) of E-512.2, assuming (1) fixed
price $108, (2) costs $100, and (3) progress payments $70, the minimum liquida-
tion rate for the finally priced items would be 64.9 percent (70-+-108=64.815,
and rounding this upward to 64.9, 0.649X$108=%70.09).

E-513 Subcontracts. Subcontractors ought to be able to get progress
payments from their customers on standards which are the same as those appli-
cable to prime contracts. Contractors should be encouraged to extend progress
payments to subcontractors on subcontracts which meet the standards for
customary progress payments outlined in E-503.

The policies and standards for “unusual” progress payments set forth in
E-505 are equally applicable to situations where it is contemplated that
contracts will provide for progress payments based on ‘‘unusual’’ progress
payments made by a prime contractor to a subcontractor. Insuch cases, when
the inclusion of such unusual progress payments on the subcontracts has been
approved in the manner set forth in E-505, appropriate revision will be made
in paragraph (j)(2) of the Progress Payment clause (E-510.1(j)(2), E-510.2
(j)(2)) so as to permit inclusion of the unusual progress payments on the
subcontract as part of the base for progress payments on the prime contract.
Such revisions are deemed not to be deviations, and do not require the clear-
ance called for by E-517(ii)). E-510.1(a)(2) and E-510.2(a)(2) apply only
to the “contractor’s’”’ costs mentioned in E-510.1(a)(1) (i) and E-510.2(a) (1) (i)
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respectively. E-510.1(a)(2) and E-510.2(a)(2) do not apply to the progress
payments to subcontractors mentioned in E-510.1(a) (1) (ii) and E-510.2(a) (1)
(ii) respectively. This interpretation governs existing E-510.1 and E-510.2
clauses in contracts, as well as new contracts in which a new clarifying reference
to “(a)(1)(1),” as set out above, will be included in (a)(2) of the Progress Pay-
ment clause.

E-513.1 Subcontractor Progress Payments. When progress payments
have been made by a prime contractor to a subcontractor pursuant to the pro-
visions of the applicable prime contract and subcontract, the progress payment
to the prime contractor to reimburse him for such progress payment to the
subcontractor shall include the full amount of his progress payment made to
the subcontractor. When a percentage less than 100 percent has been specified
on existing contracts, this lesser percentage will control the amount of progress
payments to be made pursuant to (a)(1)(ii) of E-510.1 and E-510.2 and the
maximum limit on unliquidated progress payments on account of unliquidated
progress payments to subcontractors under (a)(3)(i) of E-510.1 and E-510.2.

E-513.2 Adaptation of Uniform Clause for Subcontracts. Contracting
officers are not required to review or approve subcontracts merely because
they provide for progress payments. However, they shall check and review
subcontracts providing for progress payments to the extent appropriate in the
ordinary course of administration of the Progress Payment clause of prime
contracts. The duty rests on the prime contractor to see to it that his subcon-
tracts providing for progress payments, to be included in the base for progress
payments pursuant to the provisions of E-510.1(j) and E-510.2(j), conform
to those provisions of the contract (E-510.1(j), E-510.2(j)). In adapting the
clauses set forth in E-510.1 and E-510.2 for use in subcontracts, to conform
to E-510.1(j) or E-510.2(j), the subcontract Progress Payment clause should
have appropriate changes to reflect the position of the prime contractor as
purchaser and of the subcontractor as vendor, and to indicate that the progress
payments under the subcontract are being made and admmistered by the
prime contractor. However, the title provision of the Progress Payment
clause of the subcontract shall provide for the vesting of title directly in the
Government, as set forth in E-510.1(d) and E-510.2(d), and the subcontract
will not substitute the prime contractor for the Government as the holder of
title under that paragraph of the subcontract. In that title paragraph of the
subcontract, reference to the prime contractor should, however, be substituted
for the word ‘“Government” in the parenthetical expression concerning draw-
ings and technical data, and also in the second sentence of the paragraph. In
the subcontract counterpart of E-510.1(g) and E-510.2(g) entitled ‘“Reports—
Access to Records” the references to ‘“Contracting Officer’” and “Government’
should not be deleted, but may in each case be expanded so as to refer to the
“Contracting Officer or the prime contractor,” (E-510.1(g)(i), E-510.2(g) (1)),
and to the ‘“Government or the prime contractor” (E-510.1(g)(ii),
510.2(g) (i1)).

With regard to the subcontract counterpart of the ‘“Special Provisions
Regarding Default” (E-510.1(h), E-510.2(h)) only the substance of the first
twenty six words of that paragraph (with reference to the prime contractor
substituted for “Government’), is required for conformity to the provisions
of E-510.1()(2).
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E-513.3 Substitution of New Clause for Old Clause. In furtherance of the
policy of encouraging the making of proper progress payments to subcontractors
(E-513), those contracts which contain a Progress Payment clause conforming
to former E-510.1 or E-510.2 as issued 25 May 1959, whether with or without
the Schedule provision authorized by former E-510.3, may be amended, for
nominal consideration only, so as to substitute one of the E-510.1 and E-510.2
clauses for the existing Progress Payment clause.

E-514 Progress Payments on Subcontracts Under Cost-Reimbursement
Types of Prime Contracts. The policies, standards and procedures of this
Part 5 and its references are applicable to progress payments to subcontractors
and suppliers on fixed-price types of subcontracts under cost-reimbursement
types of prime contracts. TFor the prime contractor to be reimbursed for such
progress payments, it is required that the subcontracts involving progress pay-
ments conform to these regulations. Specifically, the case must meet the stand-
ards for customary progress payments (E-503) and progress payment percent-
ages must not exceed those authorized by E-503 (unless unusual progress pay-
ments to the subcontractor are approved by the procedure described in E-505),
liquidation must conform to E-512, and one of the uniform clauses (E-510)
adapted for subcontract use (E-513.2) must be utilized.

E-515 Letter Contracts. When progress payments are to be made under
letter contracts or similar preliminary contractual instruments, incorporation
of one of the clauses set forth in E-510.1 and E-510.2 is required except as
follows:

(a) E-510.1(a)(4) or E-510.2(a)(4) will be replaced by a provision limiting
the aggregate amount of progress payments made under the letter contract to a
stated amount, not exceeding 70 percent of the maximum liability of the Govern-
ment under the letter contract (or such lesser percentage as may be applicable
in accordance with the last two sentences of E-511.4 if the clause set out in
E-510.2 is to be used). Separate limits may be prescribed for separate specified
parts of the work.

(b) Until unit delivery billing prices are specified, E-510.1(b) or E-510.2(b)
concerning liquidation will not be operative, and will be supplemented by the
additional provision set out below:

“Progress payments made hereunder shall be liquidated in the following manner,

unless previously liquidated pursuant to paragraph (b):

(1) If this letter contract shall be superseded by a fixed-price type contract
(Section III, Part 4), unliquidated progress payments made hereunder shall be liquidated
by deducting the amount thereof from the first progress or other payments which shall
be made under such contract.

(2) If this letter contract shall be superseded by a cost-reimbursement type con-
tract, progress payments made hereunder shall be liquidated by deducting the unliqui-
dated amount thereof from the first payments which shall be made under such cost-reim-
bursement contract.

(3) If this letter contract shall not besuperseded by a contract calling for the
furnishing of all or part of the articles or services covered hereby, unliquidated progress
payments made hereunder shall be liquidated by deducting the amount thereof from the
amount payable under the provisions of the Termination clause for this letter contract.

(4) If this letter contract shall in part be terminated and shall in part be super-
seded by a contract, the unliquidated progress payments made hereunder shall be
allocated by the Government for the purpose of liquidation to the terminated portion

[Contract clause continued on next page]
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of the letter contract and to the superseding contract in such proportions as the Govern-
ment shall deem to be equitable, and the part of such progress payments allocated to
each shall be liquidated in accordance with the applicable provisions of subdivisions
(1), (2), and (3) of this paragraph.

(5) If the method of liquidating progress payments provided above shall not
result in the full liquidation thereof, the Contractor shall forthwith pay the unliquidated
balance to the Government upon demand.”

(¢) Any superseding definitive contract will contain appropriate pro-
visions, carried forward from the letter contract, for liquidation of progress
payments made under the preliminary instrument. When the superseding
contract provides for progress payments, the Progress Payment clause will
be supplemented by further provision as follows:

The costs, previous progress payments, aggregate progress payments, and unliquidated
progress payments, mentioned in paragraph (a) of this Progress Payments clause,

include the costs incurred and progress payments made under the letter contract which
has been superseded by this contract. (MAY 1959)

E-516 Transition. Contracts in existence on the effective date of this
Part 5 will continue to be administered in accordance with their provisions and
these regulations. The transition to uniform use of a Progress Payment clause
set out in these regulations (E-510) will be accomplished in an orderly and
reasonable manner and as promptly as practicable, as set forth below.

E-516.1 Separate Contracts. To the greatest extent feasible, procurement
effected after the effective date of these regulations, and involving the estab-
lishment or continuation of progress payments, will be accomplished by sepa-
rate new contracts rather than by amendments of existing contracts.

E-516.2 Euzisting Indefinite Quantity Contracts. During the specified
term of existing indefinite quantity contracts (not including any extension of
such term) existing progress payment provisions conforming to E-503 with
regard to progress payment percentage and conforming to E-512 with regard
to rate of liquidation do not need to be replaced, incident to new procurement
under such contracts, by a clause set forth in E-510.

E-516.3 Supplements, Amendments, and Modifications—When New Clause
Not Required. When it is found necessary to effect new procurement by amend-
ment of a contract (see E-516.1) already providing for progress payments
based on costs, rather than by a separate contract, it is not required that the
amendment include a clause set forth in E-510 if the Progress Payment clause
already in the contract provides for progress payments not exceeding 70 percent
of total costs or 85 percent of direct labor and material costs and also provides
for liquidation conforming to E-512. However, in these cases, a clause set out
in E-510 should be substituted for the existing Progress Payment clause
whenever feasible.

E-516.4 Supplements, Amendments, and Modifications—Gradual Opera-
tion of New Clause.

(a) When a contract provides for progress payments at rates exceeding
85 percent of direct labor and material costs or exceeding 70 percent of total
costs, and it is found necessary to accomplish additional procurement by an
amendment rather than by a separate new contract (see E-516.1), the amend-
ment should, whenever reasonable and practicable, substitute a clause set
forth in E-510 for the Progress Payment clause of the contract, so as to limit
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all future progress payments on the entire contract to 70 percent of future
total costs or 85 percent of future costs of direct labor and materials. When
such substitution is made, substantially the following provision should be
added:

For the purposes of paragraph (a)(1) of this clause, (i) progress payments made or
to be made to the contractor on progress billings submitted to the Government on or
before the date of this amendment (in the total amount of $_.____ ), shall be excluded
in computing the ‘“‘sum of previous progress payments’” and (i) costs (and progress
payments to subcontractors) (in the total amount of $______ ), relating to the progress
payments so excluded shall also be excluded in computing costs (and progress pay-
ments to subcontractors) eligible for progress payments under this amendment. The
amount of progress payments unliquidated at the date of this amendment ($______ ),
and the amount of progress payments included in progress billings pending at the date
of this amendment ($_.____ ), aggregating ($_._.___ ), shall be liquidated at the rate
of ______ percent instead of the percentage stated in paragraph (b) of this clause.
Paragraphs (a)(3) and (b) of this clause shall not apply until liquidation of the aggre-
gate amount of progress payments made or billed at the date of this amendment.
Paragraph (a)(4) does not apply. (MAY 1959)

The expression “(and progress payments to subcontractors)” will be
deleted if not applicable. Billings for progress payments pending at the date
of the amendment will be paid in accordance with the Progress Payment
clause in effect before the amendment. The rate for liquidation of unliqui-
dated progress payments outstanding and to be outstanding pursuant to
progress billings pending at the date of the amendment will be specified in
accordance with the principles stated in E-512.

(b) When, in the circumstances described in paragraph (a) above, it is
not reasonable and practicable to substitute a clause set forth in E-510 so as
to limit all future progress payments on the entire contract to 70 percent of
costs or 85 percent of costs of direct labor and material as the case may be,
the amendment (incorporating a clause set forth in E-510, with percentages
as specified in E-503) ordinarily will provide for segregation of costs attribut-
able to work under the amendment, segregation of payments under the amend-
ment, and administration of progress payments under the amendment on the
same basis as if the amendment were a separate new contract. However,
when it is found that it will be expensive or otherwise impracticable to separate
costs of deliveries attributable to the amendment from those attributable to
the other portion of the contract, the amendment will provide for one or the
other of the arrangements described in paragraphs (¢) and (d) below.

(¢) When the last sentence of paragraph (b) above, is applicable (and
paragraph (d) below, is not applied), the amendment will include a clause
set forth in E-510 (with percentages conforming to E-503), with provision
that it will become operative as herein provided. The amendment will pro-
vide for continuation of progress payments pursuant to the existing Progress
Payment clause and for their liquidation pursuant to E-512, until (1) the
aggregate amount of progress payments made under the contract, including
progress payments previously made, equals (2) the aggregate amount of
progress payments that would have been made at the previously established
rates if the contract had continued without this amendment (less reductions
from time to time to reflect decreases in anticipated total progress payments,
resulting from any partial termination of the contract); and (3) when the
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amount described in item (1) above, equals the amount described in item
(2) above, future progress payments will be governed by the Progress Payment
clause included in the amendment, except that liquidation of the amount of
unliquidated progress payments then outstanding will continue at the higher
rate required to conform to E-512 until liquidation of such amount, and (a)(4)
(E-510.1(a)(4), E-510.2(a)(4)) will not apply.

(d) When the last sentence of paragraph (b) above, is applicable (and
paragraph (c¢) above, is not applied) the amendment will substitute a clause
set forth in E-510 instead of the existing progress payment provision, but
with the percentage specified for future progress payments being a weighted
average percentage arrived at by dividing the amount described in item (1)
below, into the amount described in item (2) below (and with the special
liquidation provision described in item (3) below):

(1) The total of all future costs, eligible for progress payments, ex-
pected to be incurred for performance of the contract and this amendment.

(2) The sum of (i) the total of all future costs, eligible for progress
payments, that would have been incurred for performance of the contract
without this amendment (not including costs expected to be incurred on ac-
count of this amendment) multiplied by the percentage for progress payments
theretofore specified in the contract, and (ii) the total of all future costs, eligible
for progress payments, expected to be incurred solely on account of this amend-
ment, multiplied by not more than 70 percent (or by not more than 85 percent
if cligible costs are limited to direct labor and material).

(3) When such substitution is made, special provision will be added
to require that (1) the unliquidated progress payments outstanding at the
date of the amendment (and any progress payments made thereafter on
progress billings pending at the date of the amendment) will be liquidated in
the manner outlined in E-512, e.g., at 90 percent of delivery billings if those
progress payments had been made at 90 percent of costs, or at percentages
authorized by E-512.2 and (2) that liquidation at the percentage specified
in the Progress Payment clause substituted by the amendment will begin when
liquidation at the higher rate mentioned in item (1) next above, has been
accomplished.

E-516.5 Supplements, Amendments, and Modifications Concerning Progress
Payments. Supplements, amendments, and modifications of existing contracts
which increase the rate or percentage of progress payments, or enlarge the
base for progress payments, or reduce the rate of liquidation of progress pay-
ments, or make new provision for progress payments shall conform to these
regulations and in particular to E-510.

E-516.6 Amendments Reducing the Rate of Progress Payments. When
contracts are amended to reduce the percentage for progress payments (E—
503.2), the principles set forth in E-516.4 are applicable, even though additional
procurement is not involved.

E-517 Contract Financing Office Clearance. The following types of pro-
visions for progress payments require submission through channels and prior
approval by the contract financing office (E-212):

(i) Those involving progress payments at rates exceeding 85 percent
of direct labor and material costs or exceeding 70 percent of total
costs, except as authorized by E-503, E-504, and E-516.4;
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(i1) Those involving deviations, as defined in E-509.9;

(iii) Those exceptional cases involving unusual risks, described in E-212;

(iv) Those involving contractors as to whom it is known that within
the preceding 12 months (1) request for advance payments has
been denied for financial reasons by the contract financing office,
or (2) application for guarantee of a loan to the contractor or
for increase or extension of maturity of a guaranteed loan, has
been disapproved for financial reasons, or (3) an approved appli-
cation for guarantee of a loan or for advance payment to the
contractor has lapsed or has been withdrawn; and

(v) Those involving contractors named on the consolidated list of con-
tractors indebted to the United States, commonly known as the
“Hold-Up List.”

E-518 Coordination. The coordination described in the third subpara-
graph of E-505 is required for all cases mentioned in items (i) and (ii) of E-517.

E-518.1 Control Lists. To give effect to E-517(iv), pertinent information
will be exchanged between the several contract financing offices, and distributed
through normal channels to contracting officers.

E-518.2 Hold-Up List. To give effect to E-517(v), and for other proper
purposes, the ‘“Hold-Up List”” there mentioned will be distributed through
normal channels to contracting officers.

E-519 Contractor’s Request. All invoices for progress payments on con-
tracts containing the Progress Payment clause set out in E-510 (with or
without the modifications authorized by E-516.4), and on contracts containing
any deviation from that clause approved pursuant to E-517 and E-518, will be
supported by the Contractor’s Request for Progress Payment (DD Form 1195)
(fig. 1) with any supporting information that may be reasonably required. This
form of request also will be utilized as soon as practicable (unless incompatible
with contract provisions) in connection with progress payments based on costs
under existing contracts and other contracts (E-516.1, E-516.2, E-516.3) not
containing one of the Progress Payment clauses set out in E-510. The use of
this form is subject to the instructions set forth on the reverse thereof.

E-520 Audit. For the making of progress payments, principal reliance
will be placed on the adequacy of the contractor’s accounting system and con-
trols (E-506) and on the reliability of the contractor’s certificates. To con-
serve administrative effort, hold down expense, and promote prompt pay-
ment of proper progress billings, audit before the making of progress payments
will be kept to the minimum necessary for the protection of the interest
of the Government. Preaudit, that is, audit before the making of a progress
payment, will be limited to those situations in which there is reason to question
the reliability or accuracy of the contractor’s certificate, or reason to believe
that the contract will involve a loss. Postreview or postaudit will be made
when considered desirable by the contracting officer to determine the validity
of any progress payment made on the contractor’s certifications.

E-521 Administration—General. Progress Payment clauses cannot be
self-executing, and require careful administration to insure against overpay-
ments and losses. In all cases the physical progress of the work should be
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evaluated periodically to assure that the progress payments are fairly sup-
ported by the value of the work actually accomplished on the undelivered
portion of the contract in conformity with the contract requirements. Also,
the unliquidated progress payments should not be permitted to exceed the
percentage specified in the contract, of the costs forming the base for progress
payments, applicable only to the partially finished undelivered portion of the
contract. It is necessary for adequate supervision of progress payments that
the administering office keep itself informed concerning the contractor’s overall
operations and financial condition, since difficulties encountered and losses
suffered in operations outside the particular progress payment contract may
affect adversely the performance of that contract and the liquidation of the
progress payments. For contracts with those contractors whose financial con-
dition is doubtful or not strong in relation to progress payments outstanding
or to be outstanding, or whose management is of doubtful capacity or whose
accounting controls are found by experience to be weak, or who are encounter-
ing substantial difficulties in performance, full information concerning both
the progress under the contracts involved (including the status of subcon-
tracts), and concerning the contractor’s other operations and financial condi-
tion, should be obtained and analyzed at frequent intervals, with a view to
the better protection of the interest of the Government and the taking of such
action as may be proper to make contract performance more certain. If there
is reason to doubt only minor elements of the costs involved in a progress bill-
ing, only the doubtful amounts should be withheld, subject to later adjustment,
and the amount clearly due should be paid without awaiting resolution of
the differences. So far as practicable in each case, all cost problems, partic-
ularly those involving indirect costs, of a kind likely to create disagreements
in future administration of the contract, should be identified and resolved at
the inception of the contract.

E-521.1 Euxtent of Supervision. The extent of supervision required,
whether for loss prevention or for avoidance of overpayments, should vary
inversely with the experience, performance record, reliability, quality of man-
agement, and financial strength of contractors, and with the adequacy of their
accounting system and controls. Review should be of a kind and degree that
will be sufficient, consistent with the circumstances of individual cases, to pro-
vide timely knowledge of circumstances that would adversely affect contract
performance and the liquidation of progress payments, and timely oppor-
tunity for any action that may be appropriate for the protection of the Govern-
ment. Particular care must be taken to assure that the unpaid balance of
the contract price will be adequate to cover the anticipated cost of comple-
tion, or that the contractor has adequate resources to complete the contract
if the unpaid balance of the contract price is inadequate to cover costs of
completion.

E-521.2 Use of Progress Payments by Contractors. 1t is expected that the
contractor will use the progress payments made by the Government, or equiva-
lent amounts of money, to pay the costs incurred in the performance of the
contract under which progress payments are made.

E-522 Adjustments—Retroactive Price Reduction—Refunds. When a
retroactive price reduction has been made effective, i.e., by supplemental
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Fom Approved
CONTRACTOR'S REQUEST FOR PROGRESS PAYMENT Budget Burssu No. 22-R170

TO BE COMPLETED IN ACCORDANCE WITH INSTRUCTIONS ON REVERSE SIDE
SECTION | - IDENTIFICAT ION INF ORMATION

1. 700 2. FROM:  (Contractor’s Name and Addreee)
3.4, TOTAL CONTRAGT PRICE 4. CONTRACT NUMBER PROGRESS PAYMENT AEQUEST NUMBER
s
B CONTRACT PRICE OF ITEMS YO BE DELIVERED, | 8 mvoice nuuBeR AND DATE b OATE OF THIs REQUEST

ACCEPTED AND INVOICED

s © AMOUNT REQUESTE!
s

SECTION I - STATEMENT OF TOTAL COSTS INCURRED UNDER THIS CONTRACT FROM To

7. COSTS ELIGIBLE UNOER PROGRESS PAYMENT CLAUSE

8. DIRECT MATERIAL

A DIRECT LABOR (Of prime cantractor only)

3

MANUFACTURING AND PRODUCTION EXPENSE (Specify rate. )

8

TOTAL OTHER DIRECT COSTS (Specify in attached stetement)

© SUBTOTAL OF LINES 7a THROUGH 74 AS APPLICABLE

I. GENERAL AND ADMINISTRATIVE EXPENSES (Specily rate. )

@ TOTAL OF LINES 7o AND 1.

8. PERCEMTAGE ( %) APPLIED TO ITEM 74 FOR PROGRESS PAYMENT AND DOLLAR AMOUNT

D S MADE TO

b LIQUIDATED PROGRESS PAYMENTS TO SUBCONTRACTORS

€ TOTAL UNLIQUIDATED PROGRESS PAYMENTS TO SUBCONTRACTORS (3a less 98)

d. SUSCONTRACT PROGRESS BILLINGS APPROVED FOR CURRENT PAYMENT

10. SUBCONTRACT PROGRESS PAYMENTS AND BILLINGS (Tteme Sc plus 9d)

1. & TOTAL DOLLAR AMOUNT (Iteme & plue 10) s

B PERCENTAGE ( ) APPLIED TO ITEM de LIMITING AGGREGATE PROGRESS PAYMENT
ANDDOLLAR AMGUNT

€ LESSER OF 11a OR 110

12. TOTAL AMOUNT OF PREVIOUS PROGRESS PAYMENTS REQUEST

13, MAXIMUM BALANCE ELIGIBLE FOR PROGRESS PAYMENTS (lem f1c loas 13)

SECTION i1l - TO BE COMPLETED BY THE CONTRACTOR ONLY WHEN SPECIFICALLY
REQUESTED BY CONTRACT ADMINISTRATOR

14, COSTS INCLUDED IN ITEM 7¢. APPLICABLE TO ITEMS DELIVERED, INVOICED, AND ACCEPTED
TO THE SECOND DATE IN WEADING OF SECTION It

15. COSTS ELIGISLE FOR PROGRESS PAYMENTS, APPLICABLE TO UNDELIVERED ITEMS AND TO
DELIVERED (TEMS NOT INVOICED AND ACCEPTED (Ntem 7¢ lose Hem 14)

16. PERCENTAGE ( %) APPLIED TO ITEM 15 LIMITING PROGRESS PAYMENTS AND DOLLAR AMOUNT

17. CONTRACT PRICE OF ITEMS DELIVERED, ACCEPTED AND INVOICED TO THE SECOND DATE IN MEADING OF SECTION N

18. AMOUNT OF ADVANCE PAYMENTS OUTSTAMDING, IF ANY, INCLUDING ACCRUED INTEREST

15, NET BALANCE OF CONTRACT PRICE OF ITEMS NOT DELIVERED, ACCEPTED AND INVOICED (lem 36 Ises iem 18)

20. TOTAL AMOUNT APPLIED AMD TO BE APPLIED TO REDUCE PROGRESS PAYMENTS

21. UMLIQUIDATED PROGRESS PAYMENTS (Mem 12 I

o tom 20)

22. MAXIMUM €

TED PROGRESS

a 1TEM 16 PLUS ITEM

b PERCENTAGE ( %) APPLIED TO ITEM 19 AND DOLLAR ANAUNT [

€. LESSER OF ITEM 220 OR ITEM 226

23. AMOUNT OF CURRENT INVOICE FOR PROGRESS PAYMENT (Ttem 22¢ less em 21, or tem 13, whichever la the smaifer)

SECTION IV -CERTIFICATION

© | CERTIFY THAT THE ABOVE STATEMENT (With attachments) HAS BEEN PREPARED FROM THE BOOKS AND RECORDS OF THE ABOVE NAMED CON-
TRACTOR IN ACCORDANCE WITH THE CONTRACT AND THE INSTRUCTIONS HEREON, AND TO THE BEST OF MY KNOWLEDGE AND BELIEF, TMAT IT IS
CORRECT, THAT ALL THE COSTS OF CONTRACT PERFORMANCE (Except s herewith reported in writing) HAVE SEEN PAID OR WILL BE PAID CURRENT-
LY, BY THE CONTRACTOR, WHEN DUE, IN THE ORDINARY COURSE OF BUSINESS, THAT THE WORK REFLECTED ABOVE HAS BEEN PERFORMED, THAT
THE QUANTITIES AND AMOUNTS INVOLVED ARE CONSISTENT WITH THE REQUIREMENTS OF THE CONTRACT, THAT THERE ARE NO ENCUMBRANCES
(except as roported in writing herewith, or on previous progreas peyment request No. ) AGAINST THE PROPERTY ACQUIRED OR PRODUCED FOR AND AL~
LOCATED OR PROPERLY CHARGEABLE TO THE CONTRACT WHICH WOULD AFFECT OR IMPAIR THE GOVERNMENT'S TITLE, THAT THERE HAS BEEN NO
MATERIALLY ADVERSE CHANGE IN THE FINANCIAL CONDITION OF THE CONTRACTOR SINCE THE SUBMISSION OF THEMOST RECENT WRITTEN INFORMA-
TION DATED, + OR IN THE STATUS OF CONTRACT SINCE THE OF THE MOST RECENT WRITTEN
INFORMATION DATED + BY THE CONTRACTOR TO THE GOVERNMENT IN CONNECTION WITH THE CONTRACT, AND THAT AFTER
THE MAKING OF THE REQUESTED PROGRESS PAYMENT THE UNLIQUIDATED PROGRESS PAYMENTS WILL NOT EXCEED THE MAXIMUM UNLIQUIDATED
PROGRESS PAYMENTS PERMITTED BY THE CONTRACT.

TYPED NAME AND TITLE OF PERION SIGNING. DATE SIGNED SIGNATURE (For Contracton)

DD, 2. 1195

Figure 1—Front
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INSTRUCTIONS

SECTION I « IDENTIFICATION INFORMATION + Complete items 1 through 6
in accordsace with the following instructions:

ITEM 1 - TO - Ester the aame aad addrese of the cognizant military depare-
ment represeatative,

ITEM 2 - FROM - CONTRACTOR'S NAME AND ADDRESS - Eater the name
aad mailing sddress of the coatractor.

ITEM 3a - TOTAL CONTRACT PRICE + Eater the total contract price, as
amended. If the contract provides for price redetermination, eater the initial
price uacil changed; if the coatract is of the incentive type, eater the target
price uadil changed; mot the ceiling o mazimum price. For lester contracts,
enter the mazimum expeaditure authorized by the contract, as amended.

ITEW 3b - CONTRACT PRICE OF ITEMS TO BE DELIVERED AND/OR
ACCEPTED - Encer the total billiag price of the uadelivered items and/or of
delivered items not yet accepted and invoiced uader the coatract.

ITEM 4 - CONTRACT NUMBER - Enter the aumber of the contract on which
progress payment is being requesced.

ITEM § - INVOICE NUMBER AND DATE - Enter the number sad date of the
iavoice for the progress payments requested herein. 1f no iavoice is submic-
ted herewith, eater “‘none’’,

ITEM 6a - Enter the number assigned to this requesc. All requests under
single contract must be numbered coasecutively beginning with 1. Each sub-
acquent request uader the same contract must continue in sequence the same
series of numbers without omission or duplication.

ITEM 6b - Encer the date of this request.

ITEM 6c - Eater the amount of progress payment requested herein, which
should mot exceed the amount showa in item 1lc.

SECTION It - GENERAL INSTRUCTIONS - DATES - Spaces ate provided ia
the heading of Section 1 for the entry of two dates. I the first space, enter
the date of the ficat incurrence of costs of performance of the kind eligible
for progress payments wnder the contract. la the secoad space, enter the date
through which such costs have been accumulated for inclusion i this requeat
aad are therefore shown individually, as applicable item encries in Sections
I and 101

LIMITED COSTS BASIS- Certain contracts limit the progress payment by
incurred costs of direct labor and/or direct material or other specified costs
‘which are less thas incurred “Total costs’. When the contract includes
such limitations oaly those costs eligible for progress payments uader the
contract are 1o be identified and reported in Section IL.

TOTAL COST BASIS - Certaia contracts provide that the progress paymeat
base will be total incurred costs, In such cases total costs include all ex-
peases incurred for performance of the contract which are reasonable, allo-
cable 1o the contract, consistent with sound snd generally sccepred sccouat
ing principles and practices, snd which are aot otherwise excluded by the con-
tract. (For exclusions, see the progresa payment clause of the contract,)

TURING AND PRC GENERAL AND ADMINIS-

TRATIVE EXPENSE + Under cerain conditions, eligible incumed costs in-
clude manufacturing and production expenses aad general and sdministrative
expeases which have bees incurred for performance of the contract which
are reasoasble, allocable 10 the contract, aad consistent with sound aad gea-
enally sccepred sccounting principles and practices.

(NOTE: In connection with the lirat progress payment requeat on &

contract, attach an explanation of the method, bases and period used

in determining the smount of sech of these two types of expenses. Il

fhe method, basse or periods used for computing these expenses dif-

for in subsequent requeats for progreas payments under the contract,

sttach an explanation of such changes fo the progress payment re-

quest involved.)

INCURRED COSTS INVOLVING SUBCONTRACTORS - if the incurred costs
eligible for progress payments wader the concract include costa shown on
iavoices of subcontractors, supplicrs and others that portion of the costs
computed on the basis of such invoices can oaly include costs for: (1)
completed workto which the prime contractor has acquired ticle; (2) materi-
als delivered to which the prime coatractorbas acquired tide; (3) services
rendered; aad (4) costs billed uader cost reimbursement or time and maceri-
ol subcontracts for work to which the prime coatractor has acquired title.

SECTION Il - SPECIFIC INSTRUCTIONS

ITEM 7 - COSTS ELIGIBLE UNDER PROGRESS PAYMENT CLAUSE - Costa
to be shown ia itema 7a through 7g are not to include advance payments, down
payments, deposits, of progress paymeats made or to be made to subcon-
tractors, swppliers or others.

ITEM 7-a and b - 1f applicable, eater the direct material and direct labor
costs.

ITEM 7-c - If applicable, entet the rate esed in computing masufacturing
sad production expenses aad the computed dollar amosat.

ITEM 7 - d - Eater the total of all other direct come. Atrach & separate
statement identifying each such cost and the amouat thereol.

ITEM7-0- Sell-explanstory.

ITEM 7 - £+ 1f applicsble, enter the rate wsed ia computing gemeral sad
admisistrative expenses and the computed dollar amount.

ITEM 7 - ¢+ SelFexplanatory.

ITEM 8 - Enter the perceatage figwe for progress payments seated in the
contract (Paragraph (a) (1) (1) of the uniform progress psyment clause)

and the computed dollar amount based on that perceatage, i.c., the comr
puted dollar amount of the entry in ltem 7g.

i

ITEMS 9 AND 10 - Mske no entry ualess the coatract requires progress
payments w the coatractor oa accouat of progress payments to sub-
contractors. Include caly progress payments on subcoatracts which soa-
form to the progress payment provisions of the prime contract.

ITEM 9 -2 - Enter only progress paymeats actually paid.

ITEM 9 - b~ Enter total progress payments tecouped from subcontractors.
ITEM 9 - c - Selkexplaastory.

ITEM 9-d- Make no entry unless the prime contract specifies progress
payments on account of unpaid subcontract progress paymest billings

which have been approved for cumrent payment in the ordiaary course of
business. Include oaly such approved wapaid iaveices.

ITEM 10 - Sel Fexplanatory.
ITEM 11 - - Selt-explanacory.

ITEM 11-b - Enter the percentage scated in the contract which limis
agaregate progreas payments (Paragroph () (4) of the wniform progress
peyment clauss) which can be made and compute the dollar amouat

e computed dollar amount of the entry

ITEM 11+ c - Sell-explanatory.

ITEMS 12 AND 13 - Self-explanatory.

SECTION Ill - GENERAL INSTRUCTIONS - Th ection is 10 be comr
pleted only when specifically requested by Government personael re-
spoasible for administration of the coatract. Completion of this sec
tion will be requested when the rate or quality of coatract

ia woc saisfactory, or whea there is reason to believe that: (a) the
contract may lavolve a loss to the contractor; or (b) iasufficient costs
have been allocated to delivered items; or (c) outstanding progress pay-
ments may exceed (1) the fair value of the work accomplished oa the
uadelivered portion of the contract or (2) the applicable percentage of
cost properly allocated 1o wafinished work.

SECTION Hil - SPECIFIC INSTRUCTIONS

ITEM 14 - Of the costs reported in lrem 7g, compute and eater'oaly
costs which are applicable to icems delivered, iavoiced aad sccepted
to the spplicable date. In order of prefercace, these costs are to be
computed on the basis of oae of the following: (a) the actual uait cost
of items delivered, giving proper consideration to the deferment of the
starting load costs; (b) projected uait costs (Based on experiencod
coata, plus eetimated coste to complete the contract), where the coa-
tractor maintaias cost data which will clearly establish the reliability
of such estimates; and (c) the total contract peice of items delivered.

ITEM 15 - SelFexplanatory.

ITEM 16 - Eater the percestage stated ia the contract limiting ualiquide-
ted progress paymeacs i relation o eligible costs (Psragraph (a)(3)(1)
of the uniform progrees payment clause). Compute aad enter the dollar
amount based on that perceat che percentage of the entry in item
15

ITEM 17 - Eater the total billiag price, as adjusced, of items delivered,
accepted and invoiced o the applicable date.

ITEMS 18 AND 19 - Self-explaaatory.

ITEM 20 - This entry is to be completed from the contractor’s records.
It is the total of ail amouats which have beca or ace to be applicd from
previous billings to reduce outscanding progress paymeats, includieg
amouats, if say, of paymeats OTHER than those applied from previous
billings. (NOTE: If the entry includes reductions effected by means
other than through provious billings, sttach a stetement ahowing detaile
thereol.)

ITEM 21 - Self~explasatory.

ITEM 22 - - Selk-explaastory.

ITEM 22 - b~ Ester the percentage stated in the costract, limiting un
liquidated progress paymeats to that percentage of the contract price of
items which have not been delivered aad accepted (Peregraph (2)(3)(11)
of the wnifom progrees payment clause).

ITEM 22 - ¢ - Selt-cxplaaatory. (NOTE: If the entry in this item is less
ihan the entry in item21, there hau beea sn overpeyment which requires
edjustment. )

ITEM 23 - Sell-explanstory,

Figure 1— Reverse
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agreement or by unilateral determination pursuant to the price redetermination
provision of the contract, the last sentence of E-510.1(b) and E-510.2(b)
requires adjustments so that the amount of unliquidated progress payments
and the amounts paid or payable for supplies or services accepted will give
effect to the price reduction. In this situation, the retroactive price reduction
means that too much has been paid or billed for deliveries, and that from
those delivery billings too much has been applied as a reduction of the un-
liquidated progress payment balance. The necessary adjustments would be
(1) recomputation of total cash delivery payments on the basis of the reduced
billing price resulting from the retroactive price reduction, and repayment by
the contractor of the difference between the total recomputed payments and
the total cash delivery payments that had been made, and (2) increase of the
unliquidated progress payment balance by the excess of the total amounts
previously applied to reduce the unliquidated progress payment balance over
the amounts that would have been applied to reduce the unliquidated progress
payment balance if the reduced delivery prices had been in effect from the date
from which the redetermination is applicable. This same principle of upward
adjustment of the unliquidated progress payment balance is also applicable in
connection with interim refunds made by contractors pursuant to the provi-
sions of incentive and price redetermination contracts, and in connection with
voluntary refunds on such contracts.

E-523 Maximum Unliquidated Amount. In all cases where the contract
price is sufficient to cover all costs of complete performance, and liquidation of
progress payments is effected in accordance with E-510.1(b) or E-510.2(b)
the amount of unliquidated progress payments will never exceed the maximum
limit provided by E-510.1(a)(3)(i) or E-510.2(2a)(3) (i), unless liquidation per-
centages have been based on cost estimates that are less than actual costs. In
such cases, if the contract involves a profit to the contractor, the actual un-
liquidated progress payment amount will always be less than the maximum
limit stated in E-510.1(a)(3)(i) and E-510.2(a)(3)(i) after the first delivery
payment unless liquidation percentages have been based on cost estimates
that are less than actual costs. So long as performance is satisfactory and there
is no reason to believe that the contract will involve a loss to the contractor or
that a liquidation rate fixed pursuant to E-512.2 or E-510.2(b) is too low, there
will be no need or reason to verify the relationship of the amount of unliquidated
progress payments to the maximum limit prescribed by E-510.1(a)(3) (i) and
E-510.2(a)(3)(1). However, when the rate or quality of performance is unsat-
isfactory, or the rate of rejections is unduly high, or there is excessive wastage
or spoilage, or it appears that unduly low costs have been attributed by the
contractor to delivered items, or a loss to the contractor is otherwise indicated,
or that the liquidation rate is too low, careful examination should be made to
determine whether or not the unliquidated progress payments exceed the
maximum amount permitted by E-510.1(a)(3)(1) or E-510.2(a)(3)(i). The
services of the cognizant audit agency should be utilized to the fullest extent
available, together with the services of qualified cost analysis and engineering
personnel as required. See E-519, Section III, General Instructions, DD
Form 1195; and E-524.6.

E-523.1 Quarterly Statements on Price Revision Contracts. Many price
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revision contracts now contain the payment limitation provisions required by
Department of Defense Directive No. 4105.7 and substantially as set forth in
7-108 and 7-109. Quarterly statements submitted by contractors pursuant
to those contract provisions should be compared from time to time with the
Contractor’s Request for Progress Payments in order to assure so far as reason-
ably possible that costs attributed to delivered items on the quarterly state-
ments are excluded from the costs set forth as the basis for unliquidated
progress payments on the DD Form 1195 (or on other request forms so long as
other forms are in use). If there is apparent disparity, request for completion
of Section IIT of the DD Form 1195 (E-519) would be appropriate.

E-524 Suspension or Reduction of Payments—General. In the process
of reviewing individual progress payments already existing or hereafter estab-
lished, action to reduce or slow down progress payments or to increase liquida-
tion rates (unless justified on other grounds, such as overpayments or unsatis-
factory performance) should be consistent with contract provisions, and never
taken precipitately or arbitrarily. Any such reduction of progress payments on
active contracts (other than normal liquidation pursuant to the contract)
should be effected only after notice to and discussion with the contractor, and
after full exploration of the contractor’s financial condition, existing or available
credit arrangements, projected cash requirements, effect of progress payment
reduction on the contractor’s operations, and generally on the equities of the
particular situation. Where contract performance is satisfactory, and there is
neither overpayment nor anticipated loss, proper progress payments, adequately
verified, will be paid promptly when earned and billed in accordance with con-
tract provisions, even though the terms of the particular contract may make the
payment discretionary rather than mandatory, and such proper payments will
not be held up or denied because of the contractor’s lack of need for the payment.
E-510.1(c) and E-510.2(c) provide that progress payments may be suspended
or their rate of liquidation may be increased, whenever any of the circumstances
there described are found to exist. The rights reserved to the Government by
those paragraphs are for the purpose of protecting the interests of the Govern-
ment, fostering satisfactory contract performance, and guarding against over-
payments and losses. Those paragraphs will be administered with these
purposes in mind. Action taken pursuant to those paragraphs will be fair and
reasonable under the circumstances of particular cases, and supported by sub-
stantial evidence. Findings made under those paragraphs will be in writing.

E-524.1 Failure to Comply With Contract. Except for the purpose of
correcting overpayments or obtaining amounts due {rom the contractor, action
will not be taken pursuant to E-510.1(c) (i) or E-510.2(c) (i) for failure to comply
with a requirement of the contract, if such failure has resulted solely from causes
beyond the control and without the fault or negligence of the contractor. For
examples of such causes, see paragraph (c) of the Default clause in 8-707(c).
Compliance with the material requirements of the contract, within the meaning
of E-510.1(c)(i) and E-510.2(c)(i) includes compliance with all provisions of
the Progress Payment clause.

E-524.2 Unsatisfactory Financial Condition. If unsatisfactory financial
condition, or failure to make progress, endangering contract performance, as
described in E-510.1(c)(ii) or E-510.2(c)(ii), is found to exist, arrangements
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reasonably assuring contract completion without loss to the Government will be
required in connection with the making of further progress payments and the
making of other payments so long as progress payments are unliquidated.
Within the meaning of E-510.1(c)(ii) and E-510.2(c)(ii), performance of the
contract includes full liquidation of progress payments. Further payments
will be withheld so long as any progress payments remain unliquidated, only
upon full consideration of all pertinent facts, and upon concluding that further
payments will serve to increase the probable loss to the Government.

E-524.3 Excessive Inventory. When inventory allocated to the contract
is found substantially to exceed reasonable requirements (E-510.1(c)(iii) and
E-510.2(c)(iii)), the simplest form of adjustment to correct or avoid overpay-
ment will be to eliminate the costs of such excess inventory from the costs
shown in item 7 of the contractor’s request set out in E-519. If that is not
regarded as sufficient in a particular case, or if the adjustment in item 7 of the
request will not accomplish full correction, additional deductions, to the extent
necessary for the correction, should be made, to liquidate progress payments,
incident to billings for payments other than progress payments. Transfer of
such excess inventory from the contract should also be required. The expres-
sion ‘‘reasonable requirements’’ includes a reasonable accumulation of inventory
for future use to assure continuity of operations.

E-524.4 Delinguency in Payment of Costs of Performance. The contrac-
tor’s delinquency in payment of costs of contract performance in the ordinary
course of business (E-510.1(c)(iv) or E-510.2(c)(v)) may be an indication of
unsatisfactory financial condition or other circumstances endangering contract
performance and involving probability of loss to the Government. If such
delinquency is not connected with poor financial condition that is so unsatis-
factory as to endanger contract performance or to involve reasonably fore-
seeable loss to the Government, further progress payments and other payments
will not necessarily be denied to protect the unliquidated progress payments and
minimize risks of additional losses, and payments may be continued at the con-
tract rate, or in reduced amounts, in connection with appropriate arrangements
to (1) cure the contractor’s delinquencies in payment of his costs of contract
performance, (2) avoid further delinquencies, and (3) reasonably assure comple-
tion of the contract without loss to the Government. (See also, E-524.3.)
Amounts claimed by subcontractors, suppliers and others, but disputed in good
faith by the contractor, should not be considered delinquent until determined
due by a court (or by arbitration if applicable). However, any such disputed
amounts shall be excluded from costs of performance so long as they are
disputed.

E-524.5 Fuair Value of Undelivered Work. In connection with determin-
ing the relation of the amount of unliquidated progress payments to the fair
value of the work accomplished on the undelivered portion of the contract
(E-510.1(c)(v) or E-510.2(c)(vi)) the principles stated in E-523 are applicable.
In determining action, if any, to be taken, the contracting officer (utilizing avail-
able audit, engineering, inspection, and cost analyst services) will give full
consideration to the degree of completion of contract performance, the quality
and amount of work performed on the undelivered portion of the contract,
the amount of work remaining to be done and the estimated costs of completion
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of performance, and the amount remaining unpaid under the contract. If
the contracting officer finds that the fair value of the work done under the
undelivered portion of the contract, in relation to the contract price, is less
than the unliquidated progress payments, his actions will be governed by the
principles stated in E-524.2 and E-524.4. This fair value could not exceed
the contract price of undelivered work under the contract, less the estimated
total future costs of completion of the contract. When this fair value is found
to be less than the amount of the unliquidated progress payments, all further
payments on the contract will be controlled in such a manner as to hold the
unliquidated progress payments within the fair value of the work done on the
undelivered portion of the contract. See also E-525.1.

E-524.6 Erroneous Cost Estimates. When liquidation percentages (E-
510.1(b) and E-510.2(b)) lower than those called for by E-512.1 are established
pursuant to E-512.2, it may occur that actual costs and future costs of
performance are higher than the estimated costs used to establish liquidation
rates. In such cases (E-510.1(c)(vi) and E-510.2(c)(iv)) appropriate increase
of the liquidation percentage will be necessary to adjust for any under-liquida-
tion that may have occurred, to bring the amount of unliquidated progress
payments within the limits of E-510.1(a)(3) or E-510.2(a)(3), and to assure
the adequacy of future liquidations. Increase of the liquidation percentage
will also become necessary even though E-512.2 has not been applied in fixing
the liquidation percentage, when progress payments are based on costs of direct
labor and material only (E-510.2) or any limited cost base (E-511.5), and
actual costs forming the base for progress payments are higher than the esti-
mated eligible costs used in establishing the liquidation percentage.

E-525 Government Title. Since the clauses in E-510 give the Govern-
ment title to all of the materials, work in process, and finished goods under
contracts, care should be taken to assure, to the extent reasonably necessary,
that the title to the Government will be free of all encumbrances. The proce-
dure in this respect will necessarily vary with the particular circumstances of
individual cases. Ordinarily, in the absence of reason to believe that the
Government title may be subject to encumbrance, the contractor’s certificate
will be relied on. If any arrangements or conditions are found that would
impair the contractor’s right of disposition of the property affected by the
progress payments, appropriate arrangements should be made to establish and
protect the Government title. The existence of any such encumbrance is a
violation of the contractor’s obligations under the contract.

E-525.1 Loss, Theft, Destruction, or Damage. E-510.1(e) and E-510.2(e)
are not intended to apply to normal spoilage. The risk of loss as to property
affected by the Progress Payment clause is on the contractor, except to the
extent that by some special provision of the contract (such as that relating to
aircraft in the open) the Government shall have expressly assumed the risk of
loss. Such express assumption of risk by the Government is not made in the
Progress Payment clause, the Default clause, or the Termination clause.
Because of problems of administering the contract, especially those connected
with property responsibility and inventory control, the risk of loss on property
to which the Government holds title because of progress payments must be
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on the contractor to the same extent that it would be if the contractor held
title to the property. 'This risk of loss carries with it the accompanying duty
to repay to the Government the amount of unliquidated progress payments
based on cost allocable to lost, stolen, or destroyed property or to the damaged
portion of the property. If the Government has expressly assumed particular
risks of loss, then, to the extent of such express assumption of risk by the Gov-
ernment, the contractor would not be obligated to repay to the Government
the amount of unliquidated progress payments based on costs allocable to
such lost, stolen, destroyed, or damaged property. See, however, E-510.1(c)(v)
and E-510.2(c)(vi), as to future payments on the contract after such loss,
damage, theft, or destruction.

E-525.2  Government-Furnished Property. Contract provisions referring
to or defining liability for Government-furnished property do not apply to
property to which the Government shall have acquired title solely pursuant
to the provisions of the Progress Payment clause (E-510.1(d) or E-510.2(d)).
Property to which the Government has acquired title solely pursuant to the
Progress Payment clause is not subject to Appendixes B and C of this Regulation.

E-525.3 Special Tooling. When the contractor furnishes special tooling,
as defined in 13-101.5, pursuant to a special tooling clause (e.g., 13-504), and
such special tooling is not to be delivered to the Government as an end item
under the contract, the handling and disposition of such special tooling will be
governed by the Special Tooling clause of the contract, even though title to
such special tooling is held by the Government pursuant to the progress pay-
ment clause of the contract.

E-525.4 Termination for Convenience of the Government. After the giving
of notice of termination under contract provision for Termination for the Con-
venience of the Government, the property to which the Government has title
pursuant to the Progress Payment clause and which is a part of termination
inventory will be acquired or disposed of in accordance with the provisions of
the Termination clause of the contract and of applicable laws and regulations.
The acquisition or disposition of such termination inventory shall be governed
by the Termination clause, even though title to all or a portion of such inven-
tory is in the Government pursuant to the Progress Payment clause of the
contract.

E-525.5 Scrap—FEircess Property. _

(a) In the course of proper performance of contracts, contractors are
permitted to sell or otherwise dispose of current production scrap in the ordinary
course of business, notwithstanding the Government’s title under the Progress
Payment clause. Permission of the contracting officer for such disposal of
scrap is not required. With the permission of the contracting officer and on
terms approved by him, contractors may also acquire or dispose of materials,
inventories, or work in process to which the Government has acquired title
pursuant to the Progress Payment clause of the contract, including transfer of
such property to other work of the contractor. Proceeds of scrap disposal will
be credited against the costs of contract performance. Costs allocable to
property, other than scrap, so transferred from the contract will be eliminated
from the costs of contract performance, and the contractor shall be required to
repay to the Government (by cash credit memorandum) an amount equal to
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the unliquidated progress payments allocable to the property so transferred
from the contract.

(b) When (1) the contractor has completed all work called for by the
contract, and (2) such work has been delivered to and accepted by the Govern-
ment, and (3) progress payments made under the contract have been fully
liquidated, and (4) the contractor has fully performed all his obligations under
the contract (including the making of any payments to which the Government
may be entitled under the contract, and including compliance with any other
provisions of the contract, such as the Termination clause or the special tooling
clause or the Government-furnished property clause), any excess property
remaining is to be regarded as having not been allocated or properly chargeable
to the contract under sound and generally accepted accounting principles and
practices, and thus outside the scope of the Progress Payment clause which
would have vested title in the Government. Accordingly, the contractor holds
title to such excess property and may deal with it as he desires.

E-526 Consideration for Progress Payments—Awards. When a Prog-
ress Payment clause is included at the inception of a contract, no separate con-
sideration is charged for the Progress Payment clause, and there shall be no
provision for interest or other specific charge for progress payments, or for a
reduction in payments (other than any agreed discount for prompt payment)
by reason of the making of progress payments. The worth of the Progress
Payment clause to the contractor is expected to be reflected in one or both of
(1) a bid or negotiated price that will be lower than such price would have
been if provision had not been made for progress payments, or (ii) contract
terms and conditions, other than price, that are more beneficial to the Gov-
ernment than they would have been if provision had not been made for progress
payments.

E-527 Amendments to Provide Progress Payments. There should be
ordinarily no occasion to amend contracts to provide for progress payments
unless there has been material change from the circumstances contemplated by
the parties when invitations for bids were issued or the contract was entered
into without progress payment provision. However, cases do occur (i) in
which the actual lead time or preparatory period between the beginning of
work and the first delivery substantially exceeds the estimated lead time and
in fact runs or will run over six months (E-503), or (ii) in which unusual cir-
cumstances bring about unexpected substantial accumulation of predelivery
costs having material impact on the contractor’s working funds (E-505).
These cases may arise from occurrences such as (i) uncertainties or errors in
specifications, (ii) contract change notices, (iii) Government delays in testing,
inspection, furnishing of material or equipment, furnishing of stock numbers,
packaging or shipping instructions or shipping documents, or completion of
contract supplements, (iv) stretch-outs or stop-work orders, (v) performance
difficulties of subcontractors or suppliers, and (vi) causes beyond the control
and without the fault or negligence of the contractor, of the kinds mentioned in
8-707(c). In these kinds of cases, requests of contractors for amendments to
provide progress payments should be considered promptly, in the light of the
circumstances then existing. If the circumstances then existing approximate
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conditions under which progress payments would have been properly provided
in conformity with these regulations at contract inception, if the new circum-
stances had been foreseen, progress payments should be provided by amend-
ment. In this connection, see particularly E-202, E-204, E-205, E-206,
E-207, E-210, E-210.1, and E-528.

E-528 Consideration for Amendments Providing for Progress Payments.
Contracts may not be modified except in the interest of the Government.
Contracts which do not provide for progress payments may be amended
(E-516.5) to provide for progress payments only when the amendment
provides new and valuable consideration moving to the Government. Ap-
propriate price reduction may provide this consideration. In the varying
circumstances of individual cases, the consideration for progress payments need
not necessarily be monetary. Agreements by the contractor, incorporated
in such an amendment, for the benefit of and substantially advantageous to
the Government, may constitute sufficient consideration for an amendment
providing for progress payments. When estimated financing costs have been
included as an element (whether or not identified) in the contract price of a
contract not providing for progress payments, it is fair to expect elimination
of the applicable portion of that element of the price when progress payments
are provided by amendment. The fair and reasonable consideration for the
progress payment amendment should approximate in value as nearly as prac-
tically ascertainable the amount by which the contract price would have been
smaller if a Progress Payment clause had been contained in the contract in the
first instance. In the absence of definite information on this point, pertinent
factors for estimating the fair and reasonable amount of consideration would
include (i) the amounts of progress payments expected to be outstanding for
estimated periods of time, (ii) the cost of equivalent working funds to the
contractor, and (iii) the estimated profit rate expected to be earned by con-
tract performance. If not accomplished by a contract price reduction, other
concessions or agreement by the contractor, advantageous to the Government
and incorporated in the amendment, may be fairly evaluated and accepted as
being of value reasonably equivalent to a price reduction. This consideration
should be such as is fair, equitable and reasonable in the light of the circum-
stances of each case. See E-527. This consideration should be for the
progress payment amendment, and there shall be no provision for interest
or other specific charge for progress payments, or for a reduction in payments
after the progress payment amendment (other than any agreed discount for
prompt payment) by reason of the making of progress payments.

[Next page is E81]
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E-600 Scope. This Part provides uniform policies and procedures for
the ascertainment and collection of contract debts, for the charging of interest
thereon, and for deferral of payments. It applies to all indebtedness arising
in connection with contracts for procurement of property or services, contracts
for sale or use of Government property, and from charges for Government
services.

E-600.1 Exclusion and Limitation. This Part does not apply to claims of
the Government against military or civilian employees or their dependents,
arising in connection with current or past employment by the Government.
Its provisions concerning interest and deferral of payments do not apply to
indebtedness resulting from statutory renegotiation.

E—-600.2 Subcontractors. Insofar as possible, this Part 6 shall be applied
to subcontractors who are indebted to the Government, the same as to prime
contractors. Accordingly, for the purpose of this Part 6 (except E—620 and
E-604.1) the terms ‘‘contract’’ and ‘“‘contractor’” include subcontracts and
subcontractors, and the terms ‘‘debt” and “indebtedness’ include the debts
of subcontractors to the Government.

E-600.3 Purchasers, Lessees, Bailees and Others. For the purpose of this
Part 6, the term “contract’’ includes agreements or arrangements for the sale or
use of Government property of any kind, or for the receipt of Government
services, and the term ‘“contractor” includes the parties to such arrangements
or agreements relating to Government property or services.

E-601 Examples. Indebtedness to the Government occurs in various
ways. Examples include:
(1) Damages or excess costs incident to defaults in performance;
(ii) Breach of contract obligations concerning progress payments,
advance payments, or Government-furnished property or
material;

(iii) Delinquency in rentals;

(iv) Delinquency in payment of price of property purchased from
the Government;

(v) Expense of correction of defects;

(vi) Overpayments incident to errors in quantity, deficiencies in
quality, or errors in billing;

(vii) Retroactive price reductions resulting from contract provisions
for price redetermination or for determination of prices under
incentive type contracts;

(viii) Delinquency in payment of charges for Government services;

(ix) Transportation overcharges by carriers;

(x) Freight or cargo loss or damage;

(xi) Delinquency in payment called for by agreement or arrangement
for deferral or postponement of payments;

(xii) Statutory renegotiation. See E—600.1.
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E-602 Contracting Officer and Disbursing Officer. Primary responsibility
for determination and collection of a contract debt is on the contracting officer
(ASPR 1-201.3), except in those instances in which a disbursing officer has
this primary responsibility. A disbursing officer has such primary responsi-
bility whenever erroneous payments or overpayments have been made by the
disbursing officer, in excess of the amounts to which the contractor was entitled
under the terms of the contract at the time of such payment. The disbursing
officer also has such primary responsibility when the amounts due and dates for
payment are fixed by the terms of the contract itself, and copy of such contract
has been furnished to the disbursing officer with notice to collect as amounts
become due.

For the purposes of this Part 6, disbursing officers are those officers or
officials designated to make payments under a contract, or to receive payments
of amounts due under the contract, including finance and accounting officers
at installations where integrated accounting is in effect.

E-602.1 Cooperation and Assistance. The utmost cooperation is required
among auditing, contracting and disbursing officers, and by all of them with
the contract financing offices (E-212), in order to protect the public interest by
the proper and effective use of all available means for the timely discovery and
ascertainment, and full and prompt collection of indebtedness.

E-602.2 Assistance to Contract Financing Office. It is necessary that audit
personnel, disbursing officers and contracting officers, including contract admin-
istration personnel, comply promptly and effectively with requests of the
contract financing office (E-212) for information pertaining to debts, for local
collection assistance, and for assistance in the establishment and administration
of debt deferment agreements.

E-602.3 Requests for Withholding. Before a debt is placed on the Hold-up
List (E-623), or before distribution of a new listing, it is expected that the office
undertaking to effect collection may sometimes request other offices having
dealings with the contractor on other contracts, whether contracting officers or
disbursing officers, to withhold payments on contracts, for application on the
debt. Government personnel are expected to cooperate and assist in the fulfill-
ment of such requests, giving due regard, however, to the effect of abrupt
cessation of payments on the operations of the contractor, performance of the
contracts, and the interest of the United States in such contracts. In the
making of these requests to other offices, and in complying with such requests,
care will be taken at all times to avoid overcollection or duplicate collection.
Each check to liquidate indebtedness pursuant to such requests will be drawn
payable to ‘‘(contractor’s name) or Treasurer of the United States”, and trans-
mitted to the disbursing officer on the contract under which the indebtedness
arose, and will be accompanied by a statement sufficient to identify the indebted-
ness to which it is to be applied. Appropriate notice of the deduction will be

| > given to the contractor concerned, by the agency making the deduction.
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E-603 Prompt Ascertainment and Collection—Controls—Records. De-
lays in determining definitely the amounts payable by contractors to the Gov-
ernment, or delays in collection may result in losses to appropriations, or
difficulty in effecting later repayment, or loss to the Government from later
inability to collect. Delays in determining amounts due, or in obtaining timely
payment, are in effect extensions of credit to contractors.

The amount of all indebtedness to the Government must be ascertained
promptly and collected expeditiously. Responsible personnel shall utilize
vigorously all proper means available to them for collection of indebtedness as
rapidly as possible. Practices for ascertainment and collection of debts shall
be comprehensive, dynamic, and as uniform as practicable. Collection prac-
tices will give full recognition to the need for internal coordination and coop-
eration, and the need for timely, aggressive and persistent demand processes,
including personal contacts and telephone calls, all giving consideration to
such factors as (a) utilization of all collection resources available to the agencies,
(b) the tone, frequency and number of demands, (¢) points of diminishing
return, and (d) determination of uncollectibility and action pursuant thereto.
In the absence of deferment agreement made by the contract financing office
(E-611), report of indebtedness will be made to the General Accounting Office
upon failure to effect collection within a reasonable period, generally not to
exceed 180 days from the date the debt is established.

E-603.1 Accounting Controls. Adequate accounting controls must be
maintained.

E-603.2 Debt Records. At the time a debt is established or determined,
the office with primary responsibility (E-602) shall establish an appropriate
control record for each debt, to insure that the debt is collected within not more
than 45 days or appropriately transferred to the contract financing office. (E-
611).

E-603.3 Outline of Records. The minimum information to be shown by
the contract debt record should be:

(a) Name and address of contractor.

(b) Contract number, if any.

(c) Description of debt.

(d) Amount of debt, and appropriation to be credited.

(e) Date debt determined.

(f) Date of first demand for payment.

(g) Scheduled date for next demand.

(h) Date of supplemental demand(s).

(i) Amounts and dates of payments.

(i) Date appeal filed under Disputes clause.

(k) Status of collection, such as:

(1) Reported to disbursing officer (name, location, and date).
(ii) Request made to disbursing officer for withholding (or for tem-
porary non-withholding).
(iii) Withholding requested of other offices (date and office).
(iv) Deferred payment arrangement requested.
(v) Deferral request reviewed.
(vi) Supplemental information requested to support deferral request.

ARMED SERVICES PROCUREMENT REGULATION 91 E-603.3

P



E84 15 February 1962, Rev 7
DEFENSE CONTRACT FINANCING REGULATIONS

(vii) Transferred to contract financing office.

E-603.4 Records After Transfer. Upon transfer of a case to the contract
financing office (E-611), the debt record maintained by a contracting officer
shall be closed by appropriate reference to the date of transfer.

When a disbursing officer is primarily responsible for collection (E-602),
he should maintain his record of the debt until he receives payment or is
advised of collection.

In all cases transferred to a contract financing office (E-611), that office
shall establish and maintain an accounts receivable record showing all perti-
nent information relating to the debt, including an indebtedness and payment
record reflecting current status, to be closed upon collection or referral of the
case to the General Accounting Office or to the Department of Justice.

E-603.5 Deferral Request Records and Copies. When the contract fi-
nancing office enters into a deferral agreement (E-611), it will furnish copies
to the appropriate contracting officer and disbursing officer when deemed
necessary. When the contract financing office denies a deferral request, or
does not reach agreement with a contractor on a deferment, it will give timely
notice to the appropriate contracting officer and disbursing officer when deemed
necessary.

E-604 Cash Collection—Non-Postponement. Except as expressly au-
thorized in this Part (E-614, E-615, E-616, E-623), there shall be no post-
ponement of payment of indebtedness, and amounts due shall be paid in one
sum upon demand, in cash or by credit against existing unpaid billings due
to the contractor. '

E-604.1 Tax Credits. Applicable tax credits to which contractors are
entitled under the Internal Revenue Code (presently Section 1481 of the
Internal Revenue Code of 1954) will be taken into account in the collection
of indebtedness. Any applicable tax credit under the Internal Revenue Code
will be treated as having been applied in reduction of the amount of the debt
as of the date when interest first began to accrue upon the debt. The amount
of applicable tax credit, if any, is as shown by tax credit certificate issued by
a District Director of Internal Revenue upon application therefor by the
contractor. For purposes of calculation of the amount to be collected or with-
held for collection, whether or not the debt or the amount thereof is disputed,
the contractor’s estimate of the tax credit that will be applicable will ordinarily
be accepted, pending issuance of the tax credit certificate. Verification of
contractors’ estimates of the tax credit, including evaluation of any questions
with regard to applicability of tax credit to the circumstances of particular
cases, will be accomplished by the contract financing office when and to the
extent deemed prudent.

Except as required in connection with statutory renegotiation, there shall
be no agreement or arrangement for tax credits in connection with debts arising
under subcontracts.
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E-604.2 Price Revision Contracts—Quarterly Statements. For price-
revision (redetermination or incentive) contracts containing a ‘‘Limitation on
Payments” clause (ASPR 7-108, ASPR 7-109), the quarterly statements
called for by that clause are an important means of ascertaining and collecting
interim refunds of overpayments. The furnishing of proper quarterly state-
ments in conformity with contract provisions is a material obligation of con-
tractors and a significant element of contract performance. Procedural
arrangements must be established and maintained for each such case to insure
that the required quarterly statements are received when due, that those
statements conform to the requirements of the applicable contract clause,
that refunds shown by those statements are promptly collected, and that
there is sufficient review of those statements from time to time to identify and
bring about appropriate correction of inaccuracies. Whenever a required
quarterly statement is not submitted when due, notice of the delinquency
should be given at once to the contractor, and further payments on the
contract should be suspended until the contractor corrects the delinquency by
furnishing satisfactory quarterly statements and making such refund, if any,
as may be appropriate.

For the purpose of determining accuracy of these quarterly statements,
the statements should be compared from time to time with contractors’
requests for progress payments (E-519, DD Form 1195). At any given time,
costs attributed to work that has not been delivered and accepted (to support
outstanding progress payments), cannot properly be attributed also to de-
livered and accepted items for the purposes of these quarterly statements.
See E-523.1.

E-605 Merits of Claims. In determining an amount due to the Gov-
ernment under a contract, full and fair consideration will be given to the
merits of the Government’s claim and of all known claims of the contractor
that may serve to reduce the amount to which the Government is fairly
entitled.

E-606 Negotiations. Negotiations to determine indebtedness must not
be unduly prolonged.

E-606.1 Unailateral Determinations. The responsible officer or official
will promptly make a proper finding and determination, consistent with the
contract and supported by sufficient evidence, if the contractor (1) is delinquent
in the furnishing of pertinent information required from it pursuant to the
contract, or (2) fails to negotiate expeditiously in accordance with a contract
provision, or (3) fails to agree on fair and reasonable prices within a reasonable
time after the beginning of price revision negotiations, or (4) fails promptly to
sign an interim memorandum evidencing a negotiated pricing agreement
involving refund, or (5) fails expeditiously to execute an appropriate supple-
mental agreement reflecting the result of negotiations. See E-608.

E-606.2 Amount Fized Unilaterally. The amount of indebtedness fixed
unilaterally shall be such as is proper under the circumstances, and must not
exceed the amount which would have been considered acceptable for a
negotiated agreement fixing the amount of the indebtedness.
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E-607 Memorandum of Pricing Agreement—Refunds. When prices that
involve refunds have been agreed upon in negotiations under price revision
types of contracts, the agreed prices shall be evidenced contemporaneously by
interim memorandum signed by the authorized negotiators for the Government
and for the contractor. Such memorandum will be made without prejudice to
final pricing if the negotiated price is subject to review by higher authority of
the Government or of the contractor. Computation of the amount of refund
resulting from such pricing agreement shall be done speedily, without awaiting
itemization of adjustments of past billings, accounting adjustments, or the
furnishing of adjusted invoices. Demand for payment shall be made as soon
as the amount of refund due has been computed, and will conform to E-608
below. After negotiations, appropriate supplemental agreements shall be
prepared expeditiously and executed without delay.

E-608 Demand. The office which first determines an amount to be due
shall make immediate demand for payment. This demand should (1) appro-
priately explain the indebtedness, (2) inform the contractor that any amount
not paid within 30 days from. the date of the demand will bear interest at the
rate of 6 percent per annum from the date of the demand (or any earlier date
established pursuant to the contract), to be adjusted only when and as provided
by this Part 6, and (3) notify the contractor that it may submit a proposal for
postponement of payments if immediate payment is not practicable or if the
amount is disputed.

E-608.1 Routine Offset. When a disbursing officer with primary responsi-
bility for collection (E-602) determines an amount to be due, and has on hand
for payment at the time bills payable to the contractor and available for offset
against the amount due from the contractor, the disbursing officer should make
appropriate offset. In these cases, explanatory notice to the contractor would
take the place of demand (E—608) on the contractor, to the extent the debt has
been reduced or eliminated by the offset. Similar withholding and offset is also
expected when a debt is reported to the disbursing officer by a contracting
officer, except as provided in E-610.2.

E-608.2 Special Demand by Contract Financing Office. 1f no demand
made before the effective date of this Part 6 has given notice of interest charge,
the first demand made by the contract financing office (E-212) will give notice
of interest charge to be effective from the initial demand previously made, on
amounts not paid before the expiration of 30 days after the date of the first
contract financing office demand.

E-608.3 FExcess Costs for Default. For procedures in connection with
default, see ASPR Section VIII, Part 6. As indicated by ASPR 8-602.6(c),
indebtedness for excess costs occurs when repurchase is effected at a price in
excess of the price of the supplies terminated. The demand for payment
(E-608) shall be made as soon as the repurchase contract has been entered into
The possible necessity for furnishing payment data under the replacement
contract, in the event that the excess cost debt is later referred to the General
Accounting Office as administratively uncollectible, must not be permitted to
delay actions pursuant to this Part 6.

E-609 Reduction of Amount—Interest. When, after demand giving
notice of interest charge, the amount demanded is reduced to a lesser amount,
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or the debt demanded is replaced by a lesser debt, interest shall be charged on
the reduced or substituted lesser amount at 6 percent per annum from the date
of the first demand made for payment of the higher amount. No agreement
may be made to the contrary.

E-610 Withholdings—Information Exchange—Assignments. Incident
to the first demand, and pending the establishment of an agreement for defer-
ment, withholdings of amounts otherwise payable to the contractor may be
effected to the extent deemed appropriate to the circumstances of each case.
See E-608.1.

E-610.1 Disbursing Officer. When a disbursing officer has primary re-
sponsibility (E-602), withholdings will be effected or not as deemed best by
him, during the first 30 days after demand. See E-608.1.

E-610.2 Contracting Officer. Whenever a debt is established by a
contracting officer (E-602) notice thereof will be given to the appropriate
disbursing officer at the same time that demand (E-608) is made for payment.
That notice will also inform the disbursing officer as to the wishes of the con-
tracting officer with regard to the withholding or non-withholding of payments
during the ensuing 30 days.

E-610.3 Deferment Requests—Withholdings. Pending their action on a
request received for deferment of collection (E-611, E-617), the cognizant
contracting officer or disbursing officer (E—602), until transfer of the case to
the contract financing office (E-611), will arrange for withholding of payments
or continuation of payments as deemed appropriate. Upon transfer of a
deferment proposal to the contract financing office (E-611), withholding or
continuation of payments will be accomplished as deemed best by the contract
financing office. Ordinarily, upon such transfer, payments will be suspended
until the disbursing officer receives guidance from the contract financing office.

E-610.4 Information. The contracting officer, the disbursing officer,
and the contract financing office must at all times keep each other appropriately
informed.

E-610.5 Wsithholdings after 30 days. 1f payment is not completed within
30 days, and deferment is not requested, withhpldings will be effected at once,
for principal and interest, to the extent consistent with the rights of assignees
under the Assignment of Claims Act of 1940, as amended.

E-610.6 Rights of Assignees. In all cases the rights of assignees under
the Assignment of Claims Act of 1940, as amended, and under contract provi-
sions pursuant thereto, will be scrupulously respected and withholding of
payments under such contracts avoided where contrary to the rights of the
assignee.

E-610.7 Assignments—Provision Against Set-Off —Limitations. When a
contract contains a clause permitting assignment, with provision against
reduction or setoff as set out in the last sentence of paragraph (a) of ASPR
7-103.8, and the contractor’s claims under the contract have been assigned to
a financing institution under the Assignment of Claims Act of 1940, as amended,
and the assignment has not been released by the assignee, the effect of the
statute mentioned is ordinarily to prevent application of payments due under
the assigned contract to liquidate or reduce indebtedness of the contractor
to the Government arising independently of the assigned contract. However,
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it is sometimes proper to effect collection despite such an assignment, as for
example, when there is no loan outstanding in connection with the assignment
and the arrangements between the contractor and the assignee are such that
no loan is contemplated, or when there is no firm commitment for financing,
or when the amount of the loan secured and expected to be secured by the
assignment pursuant to a firm commitment of the financing institution is less
than the amount due and payable on the contract. Diligent effort should be
made to ascertain the pertinent facts, from the assignee, the debtor, or otherwise.
When appropriate, there should be withholding and application in reduction
of the debt, to the extent that the assigned payments are not necessary to
cover the loans or advances secured by the assignment, or to be secured incident
to projected need for borrowings, and pursuant to a firm commitment of the
financing institution. In doubtful cases the question as to the amount, if any,
to be withheld should be referred to higher authority, or to the General Account-
ing Office when appropriate.

E-610.8 Assignments—Absence of Provision Against Set-Off. In some
cases the contractor’s claims have been assigned to a financing institution
under the Assignment of Claims Act of 1940, as amended, but without the
contract provision against reduction or setoff set out in paragraph (a) of
ASPR 7-103.8, or equivalent provision. In such cases despite the assignment,
net amounts due under the assigned contract should be withheld and applied
to liquidate indebtedness of the contractor to the Government even though
arising independently of the assigned contract, to the extent that such other
indebtedness existed at the time written notice of the assignment was received
by the Government, even though such debt was not matured so as to be due
and payable at the time of such notice. \

E-611 Transfer to Contract Financing Office. Transfer of the case will
be made to the contract financing office (i) upon receipt of a contractor’s
request for deferral, or (ii) whether or not postponement is requested, upon
the expiration of 45 days without full collection after the date of demand, as
herein provided.

Deferment requests, with appropriate supporting information will be sent
forward as speedily as possible to the contract financing office (E-212) of the
military department concerned for appropriate action. In connection with
transmittal of a deferment request, or if payment is not made and withholdings
have not resulted in full collection within 45 days after the date of demand
(except the demands mentioned in E-607 above) the case file, and account-
ability, will be transferred to the contract financing office (E-212) of the
military department which established the debt. The case file submitted
shall contain adequate identifying and explanatory information, including
relevant memoranda and correspondence, accounting data, amounts and
dates of any collections, name and location of disbursing officer and of assignee,
date of filing of appeal, if any, information on hand concerning financial con-
dition of the contractor, contractor’s deferment proposal, if any, and recom-
mendations for action on the deferment proposal. After this transfer, the
contract financing office will have full responsibility for collection action, but
this transfer shall not operate to relieve a certifying or disbursing officer of
liability for overpayments or illegal payments as fixed under applicable law.
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Such transfer will be accomplished by the office having primary responsibility
regarding the debt (E—602).

When a debt has been transferred to the contract financing office by the
office having primary responsibility, all subsequent debts of the same contractor,
for which that same office has primary responsibility, shall also be transferred
immediately by that office to the contract financing office, unless there is
assurance of prompt payment in full.

E-611.1 Small Amounts. The transfers required by E-611 above, will
not be made for amounts less than $25.00 (or less than $10.00 if due from car-
riers). However, it is incumbent on contracting officers and disbursing officers
to effect collection whenever and by such means as are practicable. (See
E-603.)

E-612 Deferment Request Data—Appeal Pending. The information to
support a request for deferment of payment when the debt is disputed and
timely appeal has been filed pursuant to the “Disputes’ clause may be con-
fined to material sufficient to provide understanding of the contractor’s
financial condition.

E-613 Deferment Request Data—No Appeal Pending. The information to
support a request for deferment of payment when there is no appeal pending
pursuant to the ‘“Disputes” clause should be sufficient to provide understand-
ing of the contractor’s financial condition, and should also cover the contractor’s
contract backlog, projected cash receipts and requirements, the feasibility of
immediate payment, and the probable effect of enforcement of full immediate
payment on the contractor’s operations.

E-614 Deferment Standards—Appeals. Appeals by contractors will not
suspend or delay collection action. However, pending the resolution of ap-
peals, deferments will be governed exclusively by the special standards set out
in this paragraph E-614. In order to minimize the possibility of overcollections,
requested deferments pending the outcome of appeals should be freely granted
by the contract financing office (E-212), when the contractor enters into agree-
ment acceptable to the contract financing office as reasonably assuring diligent
prosecution of the appeal and full payment of any amount determined due upon
decision of the appeal or upon further negotiations without such decision, with
interest on such amount at the rate and for the period mentioned in E-608 (2)
above. Agreement on interest may include the adjustment provisions author-
ized by E-618, below. Collateral security, or other provisions to assure pay-
ment, shall be consistent with the circumstances of each case. To avoid pos-
sible undue hardship to small business concerns or those contractors who are
financially weak, deferments pending the outcome of appeals should be granted
on such terms and conditions as may be deemed reasonable by the contract
financing office, notwithstanding financial weakness of the contractor and not-
withstanding its inability to furnish good collateral security. These deferments
shall provide for termination of the deferment by the contract financing office
upon violation of the agreement or upon failure of the contractor diligently to
pursue its appeal.

E-615 Deferment Standards—No Appeal Pending. When appeal is not
pending, or has been resolved, the contract financing office (E-212) may make
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arrangements for deferral of payments when the contractor cannot pay at once
in'full, or when full immediate collection would seriously impair the contractor’s
ability to continue operations or to perform contracts or subcontracts for the
national defense. Such agreements shall include such covenants and security
as may be prudent and feasible under the circumstances, shall be limited to the
shortest practicable maturities, and shall require the payment of interest at the
rate and for the period mentioned in E-608 (2) above, subject only to the
adjustment specifically authorized by E-618 below.

E-616 Deferment Approval Authority. There shall be no arrangement
or agreement for deferral or postponement of payment of indebtedness, and
no acquiescence in payment delay, except as approved by the contract financing
office (E-212) pursuant to this Part 6.

E-616.1 Inconsistent Contract Provisions. Except for the deferral arrange-
ments contemplated by this Part 6, no contract may provide and no arrange-
ment may be made to the effect that a claim of the Government under a
contract will not become due and payable until there has been mutual agree-
ment on that amount, or until decision on appeal, or in litigation, in matters
of dispute.

E-617 Processing of Deferment Requests—Information—Agreements.
When deferment request is made to the disbursing officer or contracting
officer (E-602), the recipient office should make prompt review of the request
and any supporting information. If the supporting information appears defi-
cient (E-612, E-613), the contractor should be asked immediately to supply
any needed additional relevant information and explanations. For guidance
as to financial information and analysis, see E-213 and E-214.

E-617.1 Proposed Agreement—Review. In the light of available infor-
mation, the contractor’s letter request or other proposed agreement for defer-
ral should also be reviewed by the recipient office, and the contractor should
be informed as to such changes as may be regarded as desirable. Contractor
failure to make suggested changes, and related contractor comments, should
be noted in the recommendations included with the transfer of the case (E-611)
to the contract financing office.

E-617.2 Minimum Agreement—Appeal Pending. When appeal is pend-
ing, the contractor’s proposed deferment agreement should at least include
provisions for the following:

(a) Description of the claim;

(b) Date of first demand for payment;

(c) Diligent prosecution of appeal;

(d) Full payment upon decision on appeal, or upon agreement on amount;

(e) Interest charge, inconformity with E-608(2), E-609, and E-618;

(f) Payments to contract financing office (identified);

(g) Submission of periodic financial statements by contractor (as appro-
priate), submission of such other pertinent reports and information as may
be required by the Government, and reasonable access by the Government to
the records and property of the contractor;

(h) Termination by Government, and acceleration of maturity upon
default by the contractor or institution of insolvency proceedings by or against
the contractor.
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E-617.3 Additional Provisions—Appeal Pending. If desired by the
contractor, these deferment proposals may also include provision for partial
payment(s) on account and without prejudice, for refund of overpayments,
and for interest adjustment as authorized by E-618.

Other terms and conditions for consideration and establishment in these
deferral agreements when consistent with the circumstances of the case, in-
clude provision for collateral security, and other protective provisions of the
kinds mentioned in E-511.6 and outlined in E-414.2.

E-617.4 Deferral Agreement—No Appeal Pending. When no appeal is
pending, the deferral agreement, conforming to the standards of E-615, should
include:

(a) The provisions outlined in E-617.2 (except E-617.2(d));

(b) A definite schedule or plan for payments, with unrestricted rights of
prepayment;

(c) Additional security and protective covenants as may be prudent and
feasible (E-617.3); and

(d) In furtherance of attainment of the shortest practicable maturities,
whenever feasible (i) provision for periodic review of the contractor’s financial
condition by the Government, and discretionary right of the Government to
require prepayments deemed within the improved ability of the contractor to
pay, and (ii) provision requiring stated or measurable prepayments on the
occurence of specified events or contingencies involving improvement in the
contractor’s ability to pay.

E-617.5 Final Action. Incident to its review and action on a deferment
proposal, the contract financing office (E-611) may request additional informa-
tion, as well as other assistance needed from the transmitting office (E-611).
Such requested information and assistance will be furnished promptly so that
final action on the proposed deferment may be taken by the contract financing
office without unnecessary delay. Whenever deemed appropriate by it, the
contract financing office may deal directly with the contractor concerning
collection or deferment of the debt.

E-618 Adjustment of interest. When the contract under which the
debt was established does not provide for interest and for adjustment of
interest, and payment is not made within 30 days after demand conforming to
E-608 or £-608.2, above, interest accrued before the making of a deferment
agreement shall not be released or reduced. Deferment agreements may pro-
vide for adjustments for overcollections, to the effect that in addition to refund
and release of overcollections, the contractor shall receive, from amounts col-
lected or withheld for the amount of indebtedness and acerued interest therecon,
a sum computed at the rate of 6 percent per annum on the amount of over-
collection and excess withholding for the approximate periods thereof as deemed
fair and reasonable by the contract financing office (E-212). The total refund
and release to the contractor shall in no event exceed the total amount that
has been collected or that has been withheld for the purpose of collection of the
asserted indebtedness.
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E-618.1 Guidelines for Qvercollection Adjustments. In determining the
approximate day of the beginning of a period of overcollection or excess with-
holding, as authorized pursuant to E-618, the date of receipt of a check by the
contract financing office, or by the appropriate disbursing office, if earlier, will
ordinarily be regarded as the day on which the amount of that check was
collected or withheld for the purpose of collection. For tax credits, see E-604.1.

The amount of overcollections and excess withholding, if any, would be the
amount by which the total collections and withholdings for a particular asserted
indebtedness have exceeded the sum of (1) the principal amount of the con-
tractor’s indebtedness to the Government, as finally determined in the particular
case, and (2) interest thereon, computed from the date of the first demand or
such earlier date as may be applicable.

In cases to which the first sentence of E-618 applies, the maximum limit
on refund and release, specified by the last sentence of E-618, will be reduced
by the amount of interest mentioned in the first sentence of E-618.

Whenever the amount of the debt may be subject to reduction in connec-
tion with an appeal, the deferment agreement will provide for the adjustment
authorized by E-618.

E-619 Contract Interest Charge. When the contract under which the
debt was established provides for interest and for adjustment of interest, those
provisions of course will be followed. When a contract provides for interest
and for adjustment of interest in accordance with applicable regulations
(E-620), interest will be charged on the amount of the indebtedness at the rate
of 6 percent per annum from the date of the first demand (or any earlier date
established pursuant to the contract), and adjustments will be made in the
same way as is herein authorized by E-618, above, for deferment agreements.
In addition to those adjustments, and without duplication, the interest accruing
pursuant to a provision for interest in a contract (other than a deferment agree-
ment) shall be reduced as herein provided. That reduction of interest charge,
not exceeding accrued interest, (and without duplication of adjustments on
account of overcollections or overwithholdings) shall be an amount derived by
application of a rate of 6 percent per annum in favor of the contractor on the
amounts and for the periods for which the interested contract financing office
(E-212) considers that the Government has unduly delayed the making of
payments earned and properly billed and payable to the contractor on the
same contract. Such reduction of interest charge can never exceed the total
interest on the debt.

E-619.1 Contract Interest Charge Standards. Interest will be computed
for the number of days involved, on the basis of a 365- or 366-day year as the
case may be. Except as provided below, credits resulting from deductions from
amounts otherwise payable to the contractor should be made as of the date of
issue of the checks for such payments. Credits resulting from cash payments
to the Government by the contractor should be made as of the date the funds or
checks therefor are received by the appropriate disbursing officer, or by the
contract financing office if the payment is made directly to that office. If
the amount has been withheld or retained on a contract in conformity to a
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withholding or retention provision of that contract, and the amount or a part
thereof is thereafter transferred for application in reduction of an interest
bearing debt pursuant to this Part 6, credit toward reduction of the debt
should be allowed as of the approximate time when such withheld or retained
amount would have become payable to the contractor. If, for example, the
contract on which amounts have been retained provides for release of retainages
upon satisfactory completion of the work under the contract, credit for the
amount of such retainage actually transferred for application in reduction of a
debt should be allowed as of the date when the contract was satisfactorily
completed. For timing of application of amount of tax credit, see E-604.1.

E-619.2 Contract Interest Reduction Standards. In arriving at an amount
by which interest accruing on indebtedness under a contract should be reduced,
as provided by E-619, the contract financing office should endeavor to attain
a fair and equitable result, in the light of the circumstances of each case. In
so doing, it should take into account the instances, if any, in which it is con-
sidered by that office that there has been undue delay by the Government in
the making of payments earned by the contractor and payable to the contractor
on the same contract, after proper billing by the contractor. Except to the
extent that a payment delay may have resulted wholly or partly from errors or
omissions on the part of the contractor, such delays should generally be con-
sidered as being undue delays, that is, delays that are unreasonable, unwar-
ranted or excessive, if the time between the proper billing and the making of
payment exceeded 30 days, and also exceeded the number of days ordinarily
required for the processing of bills and making of payments in the ordinary
course of business in substantially similar circumstances.

The contract financing office is not expected to undertake to review
contract payment histories or to look into the circumstances that may lead to
these interest reductions, except to such extent as may be appropriate in con-
nection with a contractor’s request for an interest reduction. Such requests by
contractors should identify the payment delays asserted by the contractor and
describe the known facts with sufficient particularity to enable the contract
financing office readily to verify the extent and causes of the delay. Con-
tractors will be expected to comply with reasonable requests of a contract
financing office for additional information or documentation. In the absence of
contractor request for interest reduction, it may be assumed that there were no
undue payment delays by the Government that would warrant interest reduc-
tion adjustment pursuant to E-619. If full payment has been made by the
contractor, or if full collection has been accomplished, before the contractor
has made a request for interest reduction pursuant to E-619, it is expected that
the contract financing office ordinarily will deny such request thereafter made,
unless presented within such time after full collection or payment as is deemed
reasonable by the contract financing office. The interest reduction pursuant
to E-619 shall not exceed the amount determined by the contract financing
office.
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E-620 Contract Clause—Interest. Except as provided in E-621 below,
all contracts for procurement, or for sale or use of Government property or
services, shall include the following clause:

INTEREST (FEB. 1962)

Notwithstanding any other provision of this contract, unless paid within 30 days
all amounts that become payable by the contractor to the Government under this con-
tract (net of any applicable tax credit under the Internal Revenue Code) shall bear
interest at the rate of six percent per annum from the date due until paid, and shall be
subject to the adjustments as provided by Part 6 of Appendix E of the Armed Services
Procurement Regulation, as in effect on the date of this contract. Amounts shall be due
upon the earliest one of (i) the date fixed pursuant to this contract, (ii) the date of the
first demand for payment, (iii) the date of asupplemental agreement fixing the amount, or
(iv) if this contract provides for revision of prices, the date of written notice to the con-
tractor stating the amount of refund payable in connection with a pricing proposal or in
connection with a negotiated pricing agreement not confirmed by contract supplement.

. y? E-621 Exceptions to Interest Clause Requirement. Contract provision
Ylor in

1terest need not be included in (1) small purchases (ASPR Section ITI, Part
6), (2) purchases described in ASPR 16-303, 16-304, 16-501, 16504, or in ASPR
Section V, (3) purchases under indefinite delivery type contracts existing before
the effective date of this Part 6, (4) amendments of contracts existing before the
effective date of this Part 6, or (5) contracts with agencies of the United States
Government, foreign governments or agencies thereof,,or nonprofit contracts
with nonprofit educational or research institutions. Further exceptions may be
established by the Contract Finance Committee (E-107.3), with the approval of
the Assistant. Seeretary of Defense (Comptroller) or his representative.

E-622 Exemptions from Administrative Interest Charge. Contractors
and contracts mentioned w1 £-621 (5) above, and other contractors in excep-
tional circumstances, may be exempted from the administrative interest charges
required by this Part 6 when so agreed by the Contract Finance Committee
(E-107.3) with the approval of the Assistant Secretary of Defense (Comptroller)
or his representative.

E-623 Responsibilities. The contract financing office (l-212) of each
military department, will take appropriate actions to effect collection of debts
referred to it, including administration of deferment agreements, to cause debts
to be listed on the consolidated list of contractors indebted to the United States,
commonly known as the ‘“Hold-up List,” to remove names from the ‘“Hold-up
List,”” to determine administrative uncollectibility, and to refer debts to the
General Accounting Office or the Department of Justice as appropriate. Within
cach Military Department, no arrangement for postponement or deferral of
payments may be made without the approval of the contract financing office.
Acting in conformity to the standards stated in this Part 6 those offices may
approve or deny deferment proposals transmitted to them or made directly
to them by contractors, or approve such proposals on prescribed conditions.

Responsibility for assuring effective administration in accordance with this
Part 6 shall be in the Assistant Secretary of Defense (Comptroller). Responsi-
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bility for effective administration under this Part 6 in each military department
shall be in the Under or Assistant Secretary responsible for the comptroller
function. The Contract Finance Committee (E-107.3) shall advise and assist
the Assistant Secretary of Defense (Comptroller) in assuring proper application
of policies and the development of procedures hereunder, and in the formulation
of such further instructions on this subject as may appear desirable. That
Committee is responsible for this Appendix E, and will develop and promulgate
herein supplemental instructions on this subject.

Reports will be made by each department in connection with the subject
matter of this Part 6 at such times and in such form as may be prescribed or
approved by the Assistant Secretary of Defense (Comptroller).

[Next page is E97]
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Form of September 27, 1950
bl b ol o R V-LOAN GUARANTEE AGREEMENT

The ...

(Guarantecing Agen.

the Federal Reserve Bank of as fiscal agent of the United States, pursuant to the Defense
Production Act of 1950, as amended, and Executive Order No. 10480, and the Financing Institution, as hereinafter defined,
hereby agree each with the other as follows:

Section 1. Definitions
As used in this agreement—
(A) The words “Finlnci;\g Institution” shall mecan

(Address)

the said Borrower being engaged or about to engage in the performance of a contract or other operation deemed by the
Guarantor to be necessary to expedite production and deliveries or services under a Government contract for the procure-
ment of materials or the performance of services for the national defense.

(C) The words “the loan” shall mean a financing arrangement between the Financing Institution and the Borrower,
the terms and conditions of which are briefly described as follows:

(The dexcription of the loan shall include the following items in the followink order: Type of loan (straight loan or revolving credit). principai

umount (maximum amount of credit in the caxe of a credit), interest rate. and maturity (latest maturity in the case of & credit). Provisions as 1o
vollaternl and other protective provisions prescribed by the Guarantor should abo be described here, ur, if preferred. by referrink to an annexed loan
uxreement or other similar instrument: but the terms and the provivions of such uxreement or instrument should not be made a purt of or incorporated
in the xuaranter axreement.)

(D) The word “obligation” shall mean the instrument or instruments evidencing the Borrower's indebtedness under
the loan and any renewals or extensions thereof.

( The term “guaranteed percentage” shall mean (1) ..o oo oo per cent, or (2) the
percentage specified above as increased by an adjustment thereof under section 8 or section 9 of this agreement.

(F) The term “unguaranteed percentage” shall mean the difference between 100 per cent and the guaranteed
percentage. - .

(G) The words “collateral for the loan” shall mean all collateral or security specified in the description of the
loan under paragraph (C) of this section or taken or accepted in substitution for such specified collateral or security, and
any collateral or security hereafter taken or accepted for the specific protection of the loan.

(H) The words “interest in the obligation” shall mean the amount of the obligation owned by the Guarantor or by
the Financing Institution, as the case may be. -

(I) The word “Holder” shall mean the party to this agrcement which has possession of the obligation and shall be
determined in accordance with the provisions of sections 4 and 10 of this agrecment.

[Agreement Continued on Next Page]
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(J) The words “Reserve Bank” shall mean the Federal Reserve Bank of as fiscal agent
of the United States lctins on behalf of the Guarantor in accordance with the provisions of the Defense Production Act
of 1950, as ded, and ive Order No. 10480 of August 14, 1953, and applicable provisions of law.

(K) A “defense production contract” shall mean any contract made or order accepted by the Borrower for the sale
or furnishing by the Borrower of materials, equipment, supplies. facilities, or services or for the processing or treatment
}z the Borrower of materials, which (1) constitutes (a) a prime contract with any guaranteeing agency designated by
the Defense Production Act of 1950, as amended, or by Executive Order issued thereunder or with the Atomzanner
Commission or any other Government department or agency directly or indirectly and substantially concerned with the
national defense as the term “national defense” is defined in section 702(d) of the Defense Production Act of 1950, as
amended, or (b) a contract made or order accepted by the Borrower to aid directly or indirectly in the performance of
any such prime contract, and (2) is related to the procurement of materials or the performance of services for the national

defense,
Section 2. Guarantee as to Sharing of Losses and Expenses

(A) All losscs of principal and interest on the loan, and all expenses as defined in paragraph (D) of this section,
shall be shared ratably by the Guarantor and the Financing Institution in accordance with the guaranteed percentage
and the unguaranteed percentage, respectively, as such losses, expenses and percentages exist on the date of settlement
between the Financing Institution and the Guarantor, regardiess of whether or not any purchase has been made under
this agreement.

(B) The date of settlement between the Financing Institution and the Guarantor shall be such date as may be agreed
upon by the parties or, if no such date is agreed upon, the thirtieth day after the date on which either party to this agree-
ment receives from the other party a written request for such settlement, but no such request will be made by the
Guarantor prior to maturity nor prior to the time when the amount of the ultimate losses and expenses appears to be
determinable with reasonable certainty.

(C) In determining losses under paragraph (A) of this section, all amounts which, on the date of settlement, have
not been paid shall be regarded as losses even though they may appear to be recoverable thereafter. All net recoveries
realized after the date of settlement, from whatever source realized, shall be shared ratably by the Guarantor and the
Financing Institution on the basis prescribed in this section.

(D) For the purposes of this section, expenses shall mean all reasonable out-of-pocket expenses (including reasonable
counsel fees incurred by the Financing Institution or the Reserve Bank prior to but not after any purchase under this
agreement) which relate to the enforcement of the loan or the preservation of the collateral and which are incurred during
the period of any default in the payment of principal or interest, and which have not been recovered from the Borrower.

(E) Within the meaning of pnrun‘phl (A) and (C) of this section a loss on the loan shall include any amounts
which may have been received b* the Financing Institution and applied by it to reduction of the loan but which are
subsequently recovered from the Financing Institution, either before or after the date of settlement, by the United States
or by any person lawfully entitled to such recovery.

Section 3. Agr { to Purchase

(A) Upon written demand or demands made by the Financing Institution on the Reserve Bank at any time prior to
the date of settlement between the Guarantor and the Financing Institution, the Guarantor will purchase from the Financing
Institution, on the tenth (10th) day after the receipt by the Reserve Bank of such a demand, the guaranteed percentage
of the unpaid principal amount of the loan, less any amounts which have been previously purchased by the Guarantor
under any provision of this agreement and have not been repaid. Such purchases will be made by the Guarantor from
time to time either as a whole or in such portions as may be demanded in writing as above specified.

(B) Any purchase by the Guarantor pursuant to any provision of this agreement shall be made at the Reserve Bank,
and the amount that the Guarantor shall pay shall be the face amount of the portion of the unpaid principal amount of
the obligation so purchased, as of the date of the demand, plus ell unpaid accrued interest on such portion, with appropriate
adjustment for guarantee fees, computed as of the date of purchase. Such purchase shall be made for cash, except that
if the Guarantor owns an interest in any obligation which has been issued under a revolving credit arrangement and if,
at or before the maturity of such obligation, the Reserve Bank receives written demlnd from the Financing Institution
for the purchase of the same or a lesser amount of a new obligation to be issued in place of such maturing obligation,
payment for the portion of the new obligation purchased pursuant to such demand will be made by the Guarantor by
surrendering, at or before maturity, its interest in the maturing obligation, in the t of the d d by the Fi ing
Institution and without regard to the ten-day period specified in paragraph (A) of this section.

Section 4. Administration of Loan and Possession of Obligation and Collateral

(A) Prior to any purchase under this agreement, the Financing Institution shall administer the loan and shall hold
the obligation and the collateral for the loan. Whenever the Guarantor becomes the owner of any part of the loan under
this agreement, the Financing Institution 'shall continue to administer the loan and to hold said obligation and collateral,
and shall forthwith deliver to the Reserve Bank a certificate reciting that the Financing Institution holds said obligation
and collateral for the account of the Guarantor to the extent of the Guarantor’s interest therein. In any such case, how-
ever, upon written demand by the Reserve Bank, the Financing Institution shall forthwith endorse the obligation to the
Reserve Bank without recourse or warranty and shall assign the collateral (or its interest thevein if such collateral
cannot be assigned because it is held for the account of more than one Financing Institution) to the Reserve Bank without
recourse or warranty, except as to the genuineness of the signature of the Borrower to any instrument, and shall forthwith
deliver to the Reserve Bank possession of the obligation and of the collateral (or an assignment of its interest therein
as above provided). Thereupon the Reserve Bank shall issue to the Financing Institution a certificate reciting that the
Reserve Bank holds said obligation and collateral for the account of the Financing Institution to the extent of thoi‘inlncin‘
Institution’s interest therein. Thereafter the Gua: antor, through the agency of the Reserve Bank shall administer the
loan and shall hold said obligation and collateral for the account of the Guarantor and the Financing Institution as their
interests in the obligation may appear. The Guarantor and the Financing Institution shall at all times.during the
existence of this agreement have the right to e and inspect said obligation and coll 2l

(B) Whenever the Guarantor becomes the Holder of the obligation, the Financing Institution will at any time at
the written request of the Guarantor furnish to the Guarantor such instruments as may be reasonably necessary or
appropriate to enable the Guarantor to administer the loan and enforce the obligation and collateral for the loan in
accordance with the terms of the loan.

(C) Nothing contained in this or any other section of this agreement shall be construed to prevent the Financing
Institution from offering the otligation as collateral for advances by a Federal Reserve Bank, if such obligation is otherwise
eligible and acceptable as collateral for such advances.

Cactl S. Ratable Applicati of Collecti

All amounts at any time paid or credited on the obligation, from whatever source realized, shall be applied ratably
for the benefit of the Financing Institution and the Guarantor sccording to their respective interests in the obligation.
All amounts so paid or credited upon the obligation after the date of a d d by the Fi ing Institution or the

[Agreement Continued on Next Page]

ARMED SERVICES PROCUREMENT REGULATION



15 February 1962, Rev.7 E99
V-LOAN GUARANTEE AGREEMENT

Guarantor, as the case may be, for a purchase under this agreement and prior to the date of such purchase shall be
applied as above provided according to such respective interests of the Guarantor and the Financing Institution as such
interests exist immediately after such purchase. The Holder of the obligation and collateral shall receive all payments
from the Borrower in connection with the obligation and shall promptly remit to the other party to this agreement such
other party's share thereof.

Section 6. A»Bcuﬁond?mcuﬁdéoﬂcmdnd%um

Th hall first be applied to the full payment of the loan before they are applied to the payment of other
indcb(l:(znmeor: t’h:Borrr:v'r t:)pfh‘e Financing _lnxmtion: (1) All proceeds of any collateral for the loan; and (2) all
roceeds of accounts receivable and of inventories (including fini products and work in process) arising under the
Sommr's defense production contracts, to the extent that such accounts receivable or inventories are taken or appro-

riated by the Financing Institution, t roduction contracts under which claims may heretofore have been,
:r ‘mly Jm:”m- vﬂtuﬁ consent of the Guarantor glerellter be, specifically assigned to the Financing Institution as
security solely for. other indebtedness of the Borrower to the Financing Institution. If any funds on deposit, or other
amounts payable to the Borrower by the Financing Institution, or other assets of the Borrower (except those described
in clause (2) above) which are not specifically pledged as security for any indebtedness shall be taken or appropriated
by the Financing Institution, the Financing Institution shall apply such funds and the proceeds of such other assets pro
rata inst the then unpaid balance of the loan and the then unpaid balance of such other indebtedness of the Borrower
to the Financing Institution. Funds on deposit, amounts payable, and other assets shall not be considered to be specifically
pledged for any indebtedness, within the meaning of this section, if the right of the Financing Institution to apply the
proceeds thereof to such indebtedness exists only by virtue of the right of banker's lien or setoff or only by virtue of a
“spreader,” “overlap” or “cross-lien” provision in any note or loan agreement.

(B) There shall first be applied by the Guarantor to the full p-¥ment of the loan, before they are applied to the
payment of other indebtedness of the Borrower to the Guarantor, al groceedl obtained by the Guarantor from: (1)
accounts receivable and inventories (including finished products and work in process) arising under the Borrower’s defense
production contracts, and (2) any right of priority accruing to the Guarantor on account of any claim by the Guarantor
against the Borrower, and (3) any right of setoff in respect of amounts due to the Borrower on any defense production
contract (except a right of setoff !l‘ilinf out of a claim under the same contract) ; except that the foregoing shall not
apply to any pf , lien, or other security taken by the Guarantor as collateral for an advance payment or loan by the
Guarantor to the Borrower. :

Section 7. Actions as o Obligation or Collateral

The Holder shall not, without the prior written consent of the other party to this agreement, (a) make or consent to
any material alteration in the terms of the loan or collateral for the loan; (b) make or consent to any release, sale, transfer,
further pledge, subordination or substitution of any of said collateral for the loan; or (c) give any consent or waiver
under any provision of -the loan. However, the consent of the other party shall not be necessary with respect to any
release or substitution of such collateral required or authorized by the terms of the loan as such terms are described in
paragraph (C) of section 1 of this agreement or in any instrument referred to therein, and no notice of any such action
need be given to the other pnrtfy. The Holder, unless prior objection thereto shall have been made in writing by the other
party, may extend the term of the loan, but, without the prior written consent of the other party, not more than once
and for not more than sixty (60) days; but notice of any such extension shall be thereafter promptly transmitted to the
other party. The taking of additional collateral or security shall not be considered a material alteration in the terms of
the loan or collateral for the loan.

Section 8. Refusal of Guarantor to Consent to Accelerated Maturity

The Financing Institution, if it be the Holder, shall not exercise any option to accelerate the maturity of the obligation
without the prior written consent of the Guarantor. If such an option exists (whether or not conditioned upon the giving
of notice to the Borrower) on the rnrt of the Holder to accelerate the maturity of the obligation and (a) the Guarantor
fails to give its written consent, within ten (10) days after the Reserve Bank shall have received a written request from
the Financing Institution to do so, to the acceleration of the maturity of the obligation or (b) if the Guarantor be the
Holder and does not, within ten (10) days after the Reserve Bank shall have received a written request from the
Financing Institution that the Guarantor do so, initiate npprodp'ruu action to accelerate the maturity of the obligation,
the guaranteed percentage shall thereupon, in either event, effective ten (10) days after the receipt of such request,
be 100 per cent. The Guarantor may, after giving notice to the Financing_ Institution, exercise any option to accelerate
the maturity of the obligation without obtaining the t of the Fi g Institution, and the loan shall so provide.

Section 9. ' Failure to Sue or Consent to Suit

The Financing Institution, if it be the Holder, shall not, without the prior writtéen consent of the Guarantor, bring
suit to enforce payment of the obligation or any instalment thereof, or directly or indirectly institute bankruptcy, receiver-
ship or insolvency proceedings against the Borrower, or foreclose on or otherwise enforce realization of the collateral by
exercise of a power of sale or by legal proceedings against the Borrower; but the Guarantor, if it be the Holder, after
giving notice to the Financing Institution, may take any action specified in this t without obtaining the t of
the Financing Institution. If at any time all or any portion of the princigal or interest of said obligation is due and unpaid
and (a), while the FinnncinT Institution is the Holder, the Guarantor fails to give its written consent within ten (10) days
after the Reserve Bank shall have received a written request from the Financing Institution to do so, to the taking of any
action specified in the ﬁnceding sentence or (b) if the Guarantor be the Holder and does not, within thirty (30) days after
the Reserve Bank shall have received a written request from the Financing Institution that the Guarantor take action as
aforesaid, take the action requested or one of the other steps specified in the preceding sentence, the guaranteed per-
centage shall thereupon in either event, effective ten (10) days or thirty (30) days, as the case may be, after the receipt
of such request, be 100 per cent.

Section 10. Voluntary Purchase by Guarantor

Whenever the Guarantor elects, it may purchase, and the Financing Institution shall sell to it, the guaranteed
percentage of the unpaid principal amount of the obligation, less any amounts which have been previously purchased
by the Guarantor under any provision of this agreement and have not been repaid; but no such purchase shall be
made except ninety (90) days or more after the original advance on the loan or shall become effective until ten (10)
days (or such lesser period as the Guarantor may specify) after the Guarantor shall have sent to the Financing Insti-
tution a demand for such purchase by telegram or registered mail. In the event of any purchase under this section,
the Guarantor shall, at the request of the Financing Institution, or may, at its own option, immediately become the
Holder in the manner provided in section 4 without the written demand therein specified.

[Agreement Continued on Next Page]
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Section 11. Reporis as to Borrower’s Cendition

The Holder shall prompt‘l’y notify the other party of any default in the payment of principal, or of any default which
thall continue for ten (10) days in the payment of interest, on the of the Borrower. As long as the Financing
Institution has any interest in the loan, each party shall notify the other party of any other default on the part of the
Borrower in connection with the loan, or of any unfavorable change in the financial condition or in the business of the
Borrower or in the collateral for the loan, of which such party has acquired actual knowle: in connection with the
administration of said loan and which in its opinion at the time is material. The Financing Institution shall, upon the
request of the Reserve Bank, furnish to the Reserve Bank any other information relating to the financial condition of
the Borrower and the progress of the loan which it has acquired in tion with the administration of said loan.

Section 12. Fees Payable to Guarantor

The Financing Institution shall pay to the Reserve Bank at the end of each monthly or aquarterly period, as fixed by
the Reserve Bank, (a) an amount equal to _........... per cent of any interest payable by the Borrower on the average
daily amounts of that part of the unpaid principal of the obligation which the Guarantor was obligated during such
period to purchase upon demand of the Financing Institution, and also (b) an amount equal to the same per cent of the
“guaranteed percentage” of any commitment fee payable by the Borrower to the Financing Institution during such period.

Section 13. Effect of Violation of Agre t

(A) If the Financing Institution shall violate, or fail to comply with, any of the terms of this agreement or any
of the terms or conditions of the loan or shall through gross negligence make a material misrepresentation of fact in the
application therefor, or in anything constituting a part of the application, it shall become liable to the Guarantor in an
amount equal to the damages sustained by the latter by virtue of such violation, failure to comply, or misrepresentation;
but the Guarantor shall not be relieved by such violation, failure to eomply, or misrepresentation from any of its obligations
to the Financing Institution under the terms of this agreement.

(B) In the absence of gmz Vne‘ligerite on the part of the Financing Institution:

(1) No invalidity or ineffectiveness of any collateral or of any assignment thereof accepted by the Financing
Institution; and -

(2) No action or omission to act on the part of the Financing Institution in reliance on a statement or certificate
signed -y an ap})roprine officer or member of the Borrower with respect to the financial condition, business
or gperlt(i’ons of the Borrower or the purpose for which funds of the Borrower have been or are intended
to be used;

shall constitute a violation of, or failure to comply with, any of the terms of this agreement or any of the terms or
conditions of the loan on the part of the Financing Institution. No invalidity of any provision of the loan agreement (or
other similar instrument), if any, referred to herein, arising from statute or decision of any court, shall in any way
rclieve the Guarantor hereunder.

Section 14. Inhrp;otcﬁdn'o! Agreement

(A) This agreement constitutes the entire contract between the Guarantor and the Financing Institution, and no
claim of waiver, modification, t, or acqui with respect to any of the provisions of this agreement shall be
made against either party except on the basis of a letter or other written instrument executed by or on behalf of such party.

‘(B) No provision of the loan agreement (or other similar instrument), if any, shall increase, limit or vary the
rights or obligations of the Financing Institution, the Guarantor or the Borrower under this agreement.

Section 15. Prohibition Against Assignment

This agreement shall not be assignable by either party, but this shall not prevent the Financing Institution from
granting to other financing institutions partici tions in the obligation, provided, however, that the Guarantor shall
recognize and deal only with the Financing Institution.

Section 16. Officials Not to Benefit

No member of or delegate to Congress or resident commissioner shall be admitted to any share or part of this
contract or to any benefit that may arise therefrom, but this provision shall not be construed to extend to this contract
if made with a corporation for its general benefit.

me .
IN WITNESS WHEREOF, the parties have caused this agreement to be executed on their behalf by their duly
authorized agents this ... . ... __ day of . ... , 196
T  Guarentor) T TTTTTTTTTTTT
FINANCING By Federal Reserve Bank of
INSTITUTION] As Fiscal Agent of the United States
BY: comms v o s sem s e e o i e Sl e e
H (Name) (Titde)
Adgests © reeeecinaEy T R S R—
.......................................................... By
(Numse) (Title) (Tite)
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Index

Ability to perform..__._.___ E-210—E-211
Acceleration of payments... E-201
Accountability, transfer. ._. E-611
Accounting, debt . E-603.1—E-603.5

Accounting principles...... E-414.2(3), E-510.1(2)(2),
E-510.2(a) (2)
Accounting system_________ E-204, E-214(n), E-411(v),

E-503, E-506, E-510.1(f),
E-510.2(f), E-519, (fig. 1,

rev.), E-520
Action, prompt_____._______ E-216, E-603
Action, timely........_.._.___ E-209
Additional contracts. - E-211, E-309, E-416(iv)
Adequacy of price..._.__.___ E-211.3—E-211.6
Adequate financing, neces- E-210—E-211, E-404, E-
sity. 407(ifi)

Adequate financing, other.. E-209(1), E-210, E-404,
E-409(i), E-410e, E-411

(iv)
Adjustment, interest -618—E-619.2
Overcollection E-618—E-618.1
Administration of financing. E-107.3, E-206, E-413,
E-521—E-525.5
Advance Payments._. . Part 4

Access to records. _..___ E-414.2(13)
Adequate financing,
necessity. See above.
Adequate financing,
other. See above.
Administering office.... E-414.2(1)—(4), (7), (10),
(1), (13), (15), (16)

Administration__._._____ E-206, E-413

Advertising, formal_____ E-407

8110011141 1 RSO E-207, E-209(1), E-404,
E-405(ii), E-409(i), E-413,
E-414.2(1) and (14)(a)

Analysis, data__________ E-211—E-211.6, E-212—
E-214.3

Application for_________ E-411

Aporopriation Acts...__ E-419

Approval, lapse. . - E-517(iv)

Approvals. ..o oo E-406—E-406.1

Assignments...._______. E-414.2(12) and (16) ()

Assistant Secretaries.... E-405—E-406.1, E-409

Authority, statutory.... E-103, E-407

Authorization.__..____. E-410

Awards, with

Bank account, special .. E—-411(lii), E-413—E 414.1,
E-414.22)—(4), (0, @®),
(11) (iv), and (13)

Bank agreement.._._____ E+414.1
Bankruptcy, etc., con- E-414.2(11) (ii)
tractor’s.

Benefit to Government. E-203, E-408, E-409(iii),
E-410c, E-412(iv)

E-407

E-413
Breach, by contractor.. E-414.2(11) (if)
Cash forecast_.......... E-404, E-411(1)
Certificate of Compe- E-204

tency.

Classified contracts..___ E-408(v)
ClaU8eS. ..o oo ccocssnnss E-414.2
Contracting officer_____. E-412—E-412.1

Advance Payments—Con.
Contracts, types.....--- E-401
Coordination preaward. E-212
Costs of performance E-414.2(11)(ii)(a)

delinquency.
Countersignature....... E-414.2(2)
Covenants, special...... E-413, E-414.2(18)
DB R E-407.2
Defaults. ..o cooooomaaan E-414.2(11)

Delegation of authority. E-406.1
Delinquency, taxes..... E-214(k), E-414.2(11)(ii)
(@), E-414.2(16) (N

Deseription............. E-104
Deviations. . E-218
Educational institu- E-403—404, E-408(i), E-411
tions. ), (v), and (v)
Exceptional cases E-408(viii)
Exclusions. ......ccca... E-419
Executive Order 10789.. E-103, E-405(1v), E-407—
E-407.2
Facilitating national E-405(iv)
defense.
Failure of progress...... E-414.2(11) (ii)
Financial condition, E-407(ii), E-414.2(11) (ii)
unsatisfactory.
Findings and determi- E-405(iii) and (iv), E-406—
nations. E—406.1, E-409—E-410,
E-412(vi)
Foreign contracts....... E-220.2
Foreign laws_.... -- E-419(vi)
Formal advertising.

Government loans......

Government-owned E-403—E-404, E-408(ii)
plants.

Guaranteed loans....... E-408(vil)(A)

Information, access E-414.2(13)

Information, support- E-211.1—211.6, E-213—E-

ing. 214.3, E-411
Insurance.............. E-414.2(10), E-419(11)
Interest. . . ... ...... E—403, E-412(viii), E-414.2

(6), (11) and (14) (¢)
Inventory, over alloca- E-414.2(11) (ii)

tion.
Investigations..._...._. E-419(ii)
TAOHR: - o cimssnsrsneas E-413, E-414.1(1), E-

414.2(8)(9), and (11)
Liens, against con- E-214(j)—(k), E-414.2

tractor. (16)(f)
Liquidation__._.__.____. E—414.2(5)
Loans.......... . E-404, E-408(vii)
Medicare..... .- E-403
Need, reasonable_....._ E-207, E-209(i), E-214,

E-412(iv) (A)
Nonprofit contracts..... E-403—404, E-408(i), E-
411(1), (iv), and (v)

Nonresponsive bid..... E-407
Other financing. See
below.
Pool agreements E-415—418
Practical factors.. -- E-409
Progress payments.. ... E-209(4), E-402, E-508
Public interest.......__. E-405(iif)
Public utilities. . ..___._ E-419(1)
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Advance Payments—Con.
Receiver, etc., for con- E-414.2(11)(ii)

tractor.
Remote operations. ... E-408(iv)
Rentals......_.__._._._. E-419(iii)
Repayment. ... ....... E-414.2(4), (5), and (11)
Representations and E-414.2(16)

warranties.

Research institutions.. E-403—404, E-408(i), E-
411(i), (iv), and (V)
Responsible contractor. E-206, E-210—211, E-409(ii)

Return of funds........ E-414.2(49)

Balvage...ciccsssvvasass E-103

Seenrity. o coonanisiaz E-405(i), E-412(v), E-413

Security, other...__.._. E-414.2(15)

Self-liquidating___._.___ E-208

Small business.......... E-408

Small purchases.-.....-. E-419(vi)

Sole source. . ......o... E-409

Standards._......._.__. E-404, E-409

Statutes...._..___._.._. E-103, E-400, E-405, E-
407—E-407.1, E-419

-Subcontracts. ....._..._ E-400.1, E-403, E-414.2(17)

Subseriptions...._._.... E-419(v)

Supplementotherfunds. E-202, E-404, E-409(i)
Termination, interest... E-414.2(6)

Tattlon. coucusmmosnanss E-419(iv)
Use of funds............ E-208, E-414.2(3)
LOET ) E-408
Weak contractors....... E-408(vi)
Withdrawal of funds, by E-414.2(4)-(5)
Government.
Adverse developments._..... E-216
Advertising
Advance payments_.._. E-407
Progress payments....__ E-209(2), E-504—E-504.6
Small business restrict- E-504.2, E-504.5
ed.
.81 ———— E-211.6, E-214(c)
Agree, failure to. ......_._.._ E-606,1(3)
Agreement, delay in__._____ E-606—E-606.1
Aid to procurement.-....... E-205—E-207, E-210
Amendment of regulations. E-218
Amendments, contract_.__. E-210.1, E-408, E-503.1—

E-503.2, E-509.8, E-
516.1, E-516.3—E-516.6,

E-527—E-528
Amount, ascertainment. ... E-603
PINE. oo m mmeaonm E-605, E-606.2
Reductionof . .......... E-609
Substituted....._...._. E-609
Bmalle.. coiseennisansns E-611.1
Amount of financing,
Advance payments
See above.
QGuaranteed loans
See below.
Progress payments
See below.
Analysis, financial__________ E-211—E-214.3, E-612—E-
613, E-617
Appeal, action......._...... E-614

Deferment pending.._.. E-611—E-612, E-614, E-
617.2—E-617.3

Applicability of regulations. E-000, E-002, E-300, E-

400—E-400.1, E-500—E-

500.3, E-514, E-600—

E-601

Assignments of claims.____. E-310—E-310.2, E-414.2
(12), E-414.2(16)(D, E-
610.6—E-610.8

Assistance, reciprocal______. E-602.1—E-602.3, E-608.1,
E-610.2—E-610.4
Assistant Secretaries (De- E-107.3, E-405—E-406, E-

partmental). 409, E-505, E-623
Assistant Secretary of De- E-107.3, E 218, E-505, E~
fense. 621—E-623
Assumptions, realistic...___ E-214.2
P. 1511 1 1 S —— E-520
Audit agencies.............. E-214(n), E-214.2, E-523,
E-524.5
Audit reports_ ... E-214(a)
Backlog, contract. .. ___._._ E-211,1—E-211.2, E-214(e),
E-613
Billee. . cccossimcsmvnsssesa E-600.3

Benefit to Government_____ E-205, E-408(viii),
E-409(iii), E-410c,

E-526(if)
) ¢ 3TC E-528
Comparative. E-211.3
Conditional. ______..__. E-407, E-504.1, E-504.6
Evaluation.____________ E-504.1
E-214(e)

E-312—E-312.4, E-413

E-214(f), E-214.1—E-214.3,
E-613, E-617.4

Certificate, accountant’s..._ E-214(a)

Certificate, contractor’s..... E-519, E-525

Certificate of Competency.. E-204

Certificate of Eligibility
See Guaranteed Loans,
below.
Claims, disputed._......... E-612, E-614, E-616,
E-616.1, E-617.2—E-617.3
Merits..ccooccacccacsees E-605
Clauses
Advance payments. E-414—E-414.2
Interest. oo E-620
Progress Payments._.... E-510—E-511, E-515,
E-516.4
Collection, cash....__.__._. E-604, E-616, E-616.1
Postponement E-608, E-611
Practices. E-603
Compensation.............. E-214(d), E-414.2(18) (h)
Contract Finance Commit- E-107.3, E-218, E-621—
tee. E-623

Contract financing, defined. E-000

Contract financing office..._E-212, E-303, E-406.1,
E-505, E-517—E-518,
E-602.1—E-602.2,
E-603.4—E-603.5,
E-608.2, E-610.3, E-610.4,
E-611, E-614, E-616,
E-617.5—E-619.2, E-623

Contracting officer......_... E-412—E-412.1, E-504.1—
E-504.3, E-511.1, E-602,
E-603—E-604, E-606—
E-608, E-608.3, E-610.2,
E-610.3—E-610.6, E-611,
E-617—E-617.4, E-620

Contract Provisions, pro- E-609, E-616.1

hibited.

Contracts, coverage......--- E-000, E-303, E-400—
E-401, E-500—E-501,
E-600—E-600.3

OUHEr: o casmin san s yuss E-211.1—E-211.3

Cost Estimates............. E-211.3—E-311.6

Costs, excess...-cc...-...... E-608.3

Credits, taX. ..o coocceoao..o E-604.1

Credits, timing of E-619.1

Debt, to Government. ... E-213(vii), E-214(k)(D),
E-517(v)
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Debts, contract
Adjustment, overcol- E-618—E-618.1
lection.
Adjustment, interest... E-619—E-619.2

E-605, E-606.2

E-609

E-614, E-616.1

E-603, E-606.1

E-610.6—E-610.8

E-600.3

E-602—E-604, E-608—
E-611, E-616—E-616.1

Contracting officer, re- E-602, E-604.2, E-606.1—
sponsibility. E-608, E-610.2—E-611

Default, excess costs.... E-608.3

Deferment, agreements. E-614—E-615, E-617.2—E-

617.5

Deferment, appeals..... E-612, E-614, E-617.2—
E-617.3

Deferment, authority... E-616—E-616.1, E-617.5,
E-623

Deferment data_..____. E-612—E-613

Deferment; financial E-615

weakness.

Deferment, interest..... E-608(2)—E-609, E-614—
E-615, E-617.2(f), E-
617.3—E-617.4

Deferment, non-appeal. E-613, E-615, E-617.4

Deferment, procedure.. E-617—E-617.5

Deferment, recommen- E-611, E-617.1

dations.
Deferment, small busi- E-615
ness.
Deferment, standards... E-615, E-616
Delays. . .ccoocoamaioas E-603, E-606.1, E-616
Delinquency, contrac- E-604.2, E-606.1, E-608.3,
tors’. E-614
Demand.....__...._.... E-607—E-609
Determination, unilat- E-606—606.2
eral.
Disbursing officer, de- E-608
mand.
Disbursing officer, de- E-602
scribed.
Disbursing officer, oft- E-608.1, E-610—E-610.8
sets and withholdings.
Disbursing officer, re- E-602—E-604, E-611
sponsibility.
Due, when..___....__.. E-604, E-606, E-607—E-
608, E-608.3, E-616, E-
616.1, E-620
Employees, Govern- E-600.1
ment.
Examples. .. ........._. E-601
Exclusions.............. E-600.1
ITold-up List._._....... E-623
Interest, accrual__....._ E-608(2), E-609
Interest, accrued...._.. E-618

Interest, adjustments... E-618—E-620
Interest, administra- E-608, E-608.2, E-609,

tive. E-622
Interest, contract..__... E-620
Interest, deferments.... E-614—E-615, E-617.2, E-
617.4, E-618—E-618.1

Interest, exceptions..... E-621

Interest, excemptions... E-622

Interest, overcollec- E-618—E-618.1
tions.

Debts, contract—Continued
Interest, reduced debt.. E-609
Interest, reduction...... E-619—E-619.3
Interest, substituted E-609

debt.
D £ R —— E-600.3
Memorandum, pricere- E-606.1(4), E-607
vision.
Offset, routine.......... E-608.1

Payments, withhold- E-602.3, E-608.1, E-610—
ing. E-610.5
Price revision........... E-604.2, E-606.1—E-607

Renegotiation. ......... E-600.1, E-601(xii)
Reduction....oaeooo... E-609
Reports........ .- E-623
Responsibilities E-623

Responsibility, con- E-603.5—E-608.2, E-610.3,

tract financing office. ~ E-611, E-614—E-616, E-
617.5—E-619
Responsibility, pri- E-602
mary.
Bales. o oionasoismnsause E-600, E-600.3
Subcontracts. .. ........ E-600.2
Subcontracts, tax cred- E-604.1
it limitation.
Substitution.__.._...... E-609
Supplemental agree- E-606.1(5), E-607
ment,
Tax credits......cocoune E-604.1
Transfer......... .-- E-611
Transportation.. .. E-601(ix), (x)
Untilateral ... --- E-606.1—E-606.2
Withholdings........... E-602.3, E-610—E-610.8
Delinquency, contractor’s E-214(b), E-414.2, E-519,
debts. E-524.4
Other contracts......... E-218(v)—(vi),

E-214(1) (iv)
Development contracts..-... E-211.5

Deviations. .......occoo... E-218, E-517(ii),
E-518

Disagreements E-107.2

Dividends..... E-214(d)

Doubtful cases E-211.4—E-211.5, E-212—
E-213, E-517(iii), E-621

Evaluation, financial..._... E-213—E-214

Exorbitant charges.....____ E-210, E-404

Experience, contractor’s.... E-211,
E-211.3—E-211.4, E-213

Facilities contracts. __...... E-208, E-403, E-408(iii)
Facility expansion...._...__ E-208
Financial capability......_. E-210—E-214.3
Financing, need ... ....._... E-001(iv), E-207, E-200(i),
E-210—E-210.1, E-404,
E-503—E-505
Forecasts, finaneial._._.._.. E-211.3, E-211.6, E-214(f),
E-214.1—E-214.3
Foreign procurement._...... E-220
Government financing, E-210
other.
Guaranteed loans
Ability to perform...... E-314, E-315.4
Additional contracts.... E-300
Administration......... E-301—E-303
Adverse information.... E-315.8
Alternative sources. .... E-315.1—E-315.3
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iv
Guaranteed loans—Continued
Amounts. .. ocoeeceaan E-309
Application for........_ E-301, E-303—E-305
Asset formula E-308
Assignments... E-310—E-310.2
Authority..... E-101
Before award........... E-212, E-303
Bonds, surety.......... E-312—E-312.4
Borrowers.-.o.ooooo_. E-101—E-102
Borrowing base_.._____. E-308
Borrowing, other..._._. E-313—E-313.3
Cash collateral . ___.___. E-308
Certificate of E-314—E-315.11
Eligibility.
Collateral security...... E-310—E-311
Coordination, pre- E-212, E-303
award.

Credit investigation.._. E-303, E-308
Data, supporting..._... E-314, E-315.6, E-315.8,

E-315.11
01 +1 1 R ————— E-306.1, E-315.2, E-315.4,
E-315.6
Deposit balances....._. E-308
Description... --- E-101—E-102
Expenses. ... cceame- E-306
Federal Reserve E-101, E-301—E-304,
Banks. E-309
Federal Reserve E-301—E-303
Board.
) N E-302, E-306
Foreign contracts....... E-220.3
Government agencies, E-304.1
other.
Government funds..... E-102

Guarantee agreement... Annex 1
Guaranteeing agency... E-101, E-306—E-306.2

Hundred percent_..... E-307
Initiation ot cert.lﬁcste.. E-315.11
E-311
E-306
Maturity: . cviacosnanss E-309
Minor cont.racts ........ E-315.9—E-315.10
Mortgages. T ......... - E-311
National defense........ E-314, E-315.1—E-315.3
Numerous contracts.... E-315.10
Percentage of E-315.5
guarantee,
Practical considera- E-314, E-315.1—E-315.2
tions.
Preponderance......... E-306—E-306.2
Progress payments, E-315.7
subcontractors.
Promptness. ... coc.... E-315, E-315.9
Revenues. ... c.cceeeen E-306
Restrictions on assign- E-310.2
ments,
Risks of loss, subcon-  E-315.7
tractors.
Seeurfty ..o E-303, E-305, E-310—
E-311
Small business.......... E-314, E-315.3—E-315.4
Subcontracts..........- E-101—E-102, E-310.2,
E-312.4, E-315.7

Termination financing.. E-305
Terms and condltlons... E-303

Handicap, not. - oo.oo..... E-001(iv), 210, 502.1, 504.1,
504.4

History, contractor’s. . . .... E-214(b)

Hold-up Ut eeeoeooeee. E-213(vil), 517(v) 518.2

Information, appropriate... E-213—214.3
Information, evaluation.... E-211,1—211.6

Interest, see Debts, Contract

above.

Interest, excessive..........
List, clearance.-. .. ...
List, delinquency...........
Management, contractor’s.. E-211, E-211.3—E-211.4,

Need, nonindication..._._..
Need, not detrimental ...

Need, reasonable..._...__._

Other finaneing.........._._

Overloading. _..............

Preference, order of. &5
Price, adequacy...oceeev-.-

Procurement, support of_...
Progress Payments

Access to records. .

Accounting, prlnciples..

Accounting, system. ...

Adaptation, existing
contracts,

Adaptation, subcon-

i~ tracts.

Adequate  financing,
other.

Adjustments, price re-
funds.

Administration.........

Advance payment, ap-
proved.

Advance payment, de-
nial.

Advance  payments,
with.

Adverse change...._..

Adverse factor, not..

Advertising, formal...

Advertising, small busi-
ness restricted.

Amendments._......._.

Amendments, causes
for.

Amendments, consid-
eration for,

Amount, aggregate. ...

Amount; cash. .. ...c.ee

Amount reduction_.____

E-210
E-213(iv)
E-213(v)

E-211.6, E-214(b)—(d)
E-210.1
E-001(iv), E-210, E-408,
E-502.1, E-504.1
E-207, E-209(1), E-309
E-408(1), E~409(i),
E-410, E-503
E-209—E-210, E-214(j),
E-313, E-404,
E-408(vii), E-409(),
E-410e, E-411(iv),
E-505

E-211.3—E-211.6, E-521.1,
E-523, E-524.5

E-205—E-207, E-210

Part 5

. E-510.1(g), E-510.2(g)

E-509.4—E-509.5,
E-510.1(a) (2),
E-510.1(d), E-510.2
(a)(2), E-510.2(d)
E-525.5(b)

E-503, E-506, E-510.1
0, E-510.2(1).
E-5619 (fig. 1, reverse)

E-516.3—E-516.6

E-513.2

E-209(1), E-210,
E-503, E-505
E-522, E-523.1

E-503, E-503.4
E-517(iv)

E-517(iv)
E-209(iv), E-402, E-508

E-519 (fig. 1, sec. IV)
E-502.1, E-504.1,

E-504.4.
E-504—E-504.6
E-504.2

E-500.3, E-508.1—
E-503.2, E-509.8,
E-516.3—E-516.6

E-527

E-528

E-510.1(a) (4), E-510.2
(a)(4)

E-510.1(a) (1),
E-510.2(a) (1)

E-510.1(a) (5),
E-510.1(b)—(e),
E-510.2(a) (5),
E-510.2(b)—(e),
E-522—E-524. 6,
E-525.1—E-525.5
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Progress Payments—Continued
Amount, unliquidated.. E-509.6, E-510.1(a)(3),
E-510.2(a)(3), B-523
Amount of contract._... E-503, E-503.3—
E-503.4,. E-504.1,

E-500.7

Approvals, special...___ E-505, E-517

Audit. .. . E-520

Audit agencies....______ E-506, E-523, E-524.5

Authority.__._._________ E-105

Basic agreements____._. E-503.1

Basis, completion.______ E-500.1—E-501

Basis, costs............. E-500.1, E-501—
E-503

Basis, labor and ma- E-510.2, E-511.4

terial.

Basis, limited costs..... E-511.4—E-511.5

Basis, total costs...._._. E-504.5, E-510.1,
E-511.3

Benefit to Government. E-205, E-526, E-528

Bidders, notice to.. ... E-504.1, E-504.4,
E-504.6

Bids, evaluation_.._____ E-504.1, E-504.4

Bids, nonresponsive.... E-504.1, E-504.6

Cash forecasts....___.._. E-503, E-505

Certificate, contractors.. E-519 (fig 1, sec. IV),
E-525

Clauses. . ccoooooooooao. E-510.1—E-510.3

Clauses, instructions._. E-511—E-511.6
Clauses, letter contracts. E-515
Clause, limited costs.... E-511.4—E-511.5
Clause, liquidation E-512.1—E-512.3
rates.
Clause, percentage va- E-511.2—E-511.4
riation.
Clause, substitution.... E-516.3—E-516.6
Clause, subcontracts.... E-510.3, E-513—E-514
Clothing and apparel._. E-504.1
Commercial items______ E-504.1
Commercial practice_... E-504.1
Compliance, failure.___. E-510.1(c) (i),
E-~510.2(c) (i),
E-524.1
Completion, cost of._._. E-512.2(¢) (iii),
E-516.4, E-519
(fig. 1, sec. III),
E-521.1, E-524.5—

E-524.6
Completion, title....__. E-510.1(d), E-525.5(b)
Consideration, amend- E-528

ments.
Consideration, awards.. E-526
Construction contracts . E-500.1—E-501
Contracts, definitive.._. E-515(c)
Contracts, existing_____ E-500.3, E-501,
E-503.1—E-503.2,
E-516—E-516.6,

E-524, E-527—
E-528
Contracts, indefinite E-503.3—E-503.4
quantity.
Contracts, separate__... E-516.1
Contract financing of- E-517
fice.
Contract price...._...__ E-503.4, E-509.7,

E-510.1(a) (3) (1),
E-510.1(a) (4),
E-510.2(a) (3) (ii),
E-510.2(a) (4),
E-515(a)

Control lists........___.

Progress Payments—Continued

E-213(@iv), (v), E-518.1

Controls, contractor’s... E-506, E-510.1(f)

Coordination. ..
Cost of money.
Cost problems...
Cost-type contracts...__
Costs, bills of suppliers.

Costs, capitalized.._____

Costs, damaged prop-
erty.

Costs, defined. __....._.

Costs, delinquency.._..

Costs, delivered items._

Costs, disputed claims..

Costs, doubtful.___.____

Costs, excessive inven-
tory.

Costs, excess property. .

Costs, excluded.....___.

Costs, incurred._..._.._.
Costs, predelivery.. ...

Costs, subcontractor’s. .

E-212, E-505, E-518

E-526, E-528

E-521

E-500.2, E-514

E-510.1(a) (2) (i),
E-510.2(a) (2) (i)

E-510.1(a) (2) (i),
E-510.2(a) (2) (iii)

E-510.1(e), E-525.1

E-509.4

E-509.4—E-509.5,
E-510.1(¢) (iv),
E-510.2(c) (v), E-519
(fig. 1, sec. IV), E-524.4

E-510.1(a) (3),
E-510.2(a)(3),
E-512.2(a) (i),
E-512.2(c) (i), E-519
(fig. 1, sec. 1IT) E-523.1

E-524.4

E-521

E-524.3

E-510.1(d), E-525.5
E-510.1(2) (2),

E-510.2(a) (2), E-524.4
E-509.4—A-509.5, E-524.4
E-503, E-504.1, E-505,

E-527 (1)

E-510.1(a) (2) (),

E-510.2(a) (2) (1)

Costs, undelivered E-502—E-503,

work.

Covenants, special______
Creditarrangements___.
Custom, industry.._._.
Customary..........._.
Damage to work._....___
Debt to Government___
Default clause......___.

Definitive contracts.___

Delays, Government___

Delinquency, perform-
ance.

Denial, of ad vance pay-
ment.

Denial, of loan guaran-
tee.

Dental supplies_..._....

Depreciation._ .. _._____.

Deviations. . ........_..

Difficulties, other work.

Direct costs, specified
items.

Discount, time_ . __.___.

Equity. .o

E-510.1(a) (3),
E-510.2(2) 3),
E-512.2(a) (ili),
E-512.2(c) (if), E-519
(fig. 1, sec. I1T), E-521,
E-523.1

E-511.6

E-505, E-524

E-504.1

E-503—E-504

E-510.1(c), E-525.1

E-213(vii), E-517(v)

E-510.1(d), (h)

E-106, E-509.1

E-503.1, E-515(c)

E-510.1(1), E-527

E-510.1 (¢), (h), E-510.2
(¢), (h), E-510.3(a),
E-524.1

E-517(iv) (1)

E-517(iv) (2)

E-504.1

E-510.1(a) (2) (iil),
E-510.2(a) (2) (i)

E-218, E-509.9, E-517—
E-518

E-521

E-511.5

E-526, E-528
E-524, E-528
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Progress Payments—Continued Progress Payments—Continued

Erroncous estimates___. E-210.1, E-211.3, E-524.6,

Liquidation, examples..

E-512.1(b), E-512.2(b),

Evaluation of progress..
Evidence, substantial  _

Examples, familiar_____

Exceptional cases, risks.

Excess amount_ ...

Excess property. . ___ .
IFair value

Failure of progress______

Financial condition__.__

Financial information._ .
Financing costs.

Flag officer
Formal advertising
Ioreign contracts.
General officer..________
iovernment-furnished
property.
Government title____.__

Government title sub-
contracts.

Guaranteed loan, avail-
ability.

Guaranteed loan,
denied.

Guaranteed loan,
lapsed.

Guaranteed loan, sub-
contractor.

Hold-up list__._.._.___.

Instructions, billing____
Interést. . -:ccccssszes
Interest of Government
amendments.
Inventory, damage._____
Inventory, disposal.
Inventory, excessive____

Invitations for bids_____

Lead time_..____ s

Lead time, increased . -~

Letter contraets_ ______.

Liens, against contrac-
tor.

Liquidation, alternate..

Liquidation, amend-
ments of.

Liquidation, care re-
quired.

Liquidation, contract
coverage.

Liquidation, cost data _

E-527

E-521, E-522.5

E-510.1(c), E-510.2(c),
E-524

E-603

E-517(iif)

E-510.1(a) (5), E-510.1
(¢), E-510.1(c) (iii) and
(v), E-510.2(a) (5),
E-510.2(¢) (iii) and (vi),
E-521, E-523, £-524.3,
E-524.5—E-524.6

E-510.1(d), E-524.5

E-510.1(c) (v), E-510.2
(c) (vi), E-521, E-524.5

E-510.1(c) (ii) and (v),
E-510.2(c) (ii) and (vi),
E-524.2, E-524.5

E-503, E-510.1 (¢),
E-510.2(c), E-519
(fig. 1, sec. IV), E-521—
E-521.1, E-524, E-524.2,
E-524.4

E-505, E-507

E-528

E-524

E-505

E-504—E-504.6

E-220.1

E-505

E-510.1(d), E-525.2

E-510.1 (d), (¢), E-519
(fig. 1, see. IV), E-525
E-510.3(n), E-513.2

E-505
E-517(@iv) (2)
E-517(iv)
E-315.7

E-213(vii), E-517(v),
E-518.2

E-519 (fig. 1)

E-526, E-528

E-528

E-510.1(c), E-525.1

E-510.1(d), E-525.5

E-510.1(c) (i),
E-510.2(c) (i), E-524.3

E-504—E-504.6

E-503, E-503.3, E-504.1

E-527

E-503.1, E-515

E-519 (fig. 1, sec. IV),
E-525

E-512.2 (a), (b)

E-512.2 (¢), (d)

E-521.1, E-523

E-510.1 (b), (), (h),
E-510.2 (b), (c)

E-512.1(b), E-512.2 (a),
(d)

E-512.3 (b)—(e)
Liquidation, increase of. E-522—E-524.6
Liquidation, percent- E-512.1—E-512.3

ages.
Liquidation, profit as- E-512.2(a) (ii) E-512.2(c),

pects. E-512.3 (b)—(e), E-524.6
Loss, risks of...._...... E-510.1(e), E-525.1

Material impact E-503, E-504.1, E-505,
E-527

Maximum unliqui- E-510.1(a) (3),

dated. E-510.2(a) (3), E-523
Medical supplies...___. E-504.1
Necessary....... . E-502—E-503
Need, after award. - E-527
Need, anticipated.._... E-504—E-504.2

Need, demonstration of. E-505
Need, nondemonstra- E-503
tion.
Need, nonindication.... E-210.1
Need, not handicap.... E-502.1, E-504.1
Nonresponsive bids..... E-504.1, E-504.6

Notice to bidders....... E-504.1, E-504.4, E-504.6
Overpayments, avoid- E-521
ance.
Percentage of comple- E-500.1—E-501
tion.
Percentages, E-503.1
applicability

Percentages, customary. E-503, E-504.1
Percentages, small E-503, E-504.2
business.
Percentages, unusual... E-5056
Percentages, variation.. E-511.2—E-511.4
Percentages, with ad- E-508
vance payments.
Previous progress pay- E-510.1(a) (1),

ments. E-510.2(a) (1)
Price, contract........ . E-509.7, E-510.1(a)
3), 4), E-510.2(a) (3),
[C))

Profit rate, estimated... E-510.1(c) (vi),
E-510.2(c) (iv),
E-524.6, E-528(iii)
Quarterly statements, E-523.1
price revision con-
tracts.
Reduction of payments. E-510.1(c), E-510.2(c),
E-524—E-524.6
Refunds, adjustments.. E-522
Requests for proposals. . E-502.1
................... E-510.1(d), E-525.5
- E-208
_.. E-209(i1)), E-500.1—E-501
Small business, exclu- E-504.3

sive.

Small business, formal E-504.1
advertising.

Small business, per- E-503, E-504.2
centages.

Small business, re- E-504.2
stricted advertising.
Small business, set- E-504.1
asides.
Small contracts......... E-503
Special tooling clause.. E-510.1(d), E-523.3
Subcontractor’s costs... E-510.1(a)(2) (i), E-510.2(a)
@)
Subcontractors, to...... E-500.2, E-510.1(a)(1) (i),
E-510.2(a) (1) (il), E-510.1
(j), E-513—E-514
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Progress Payments—Continued

Suspension_..____ e E-522—E-524.6, E-521.1—
E-525.5
Termination for con- E-510.1(d), E-523.4
venience.
Title, Government_____ E-510.1(d), E-510.3, E-519

(fig. 1, Sec. IV), E-525
Title, work of subcon- E-510.1(a)(2)(ii), E-510.2
tractors. (a)(2) (i1), E-510.3
Unliquidated, amount.. E-509.6, E-523
Unliquidated, defined.. E-509.6, E-510.1(a) (3), (4),
E-510.2(a) (3), (4)
Unusual, procedure...__ E-505, E-517(i)
Unusual, standards...__ E-505

vii
Progress Payments—Continued
Use of, by contractors... E-521.2
Purpose, working capi- E-208
tal.
Purposes, of financing. . E-205—E-206
Reports.. ... E-216—E-217
Small Business____. _. E-001(vi), E-204—E-205,

E-200(ii), E-314, E-315.3

—E-315.4, E-408, E-503,

E-504—E-504.3, E-504.6
Subcontractors, compe- E-211.6

tence.
) 5.5 7). S E-214(k)
Uniformity ___._________ E-107.3, E-203, E-218

ARMED SERVICES PROCUREMENT REGULATION
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[Numbers refer to paragraph numbers of ASPR. When preceded by a letter (A, B, C, D, or E), the
letter and number indicate a paragraph number within an Appendix to ASPR.]

Key References are in boldface type

Acceptance. See INSPECTION AND
ACCEPTANCE, and BIDS.
Accounting:
Government property. See also App. B
GOVERNMENT PROPERTY. App.C

- 8-209.3
Services as costs_________________ 15-205.31
15-307.3(y)
Termination. . cuc oo cmcsnccn oo 8-207
8-515
8-802.9
Act of August 28, 1958_______________ 17-501
Additional Bond Security clause._____._ 7-103.9
Advance payments_._________________ App. E
Bond.. . ____________________ 10-101.4
10-105
@) E b 7-104.34
7-204.25
7-303.21
7-403.20
App. E
Determinations and findings______ 3-302(vii)
Advance understandings on costs______ 15-107
Advertised procurement. See AD-
VERTISING, FORMAL.
Advertisements, paid-________________ 1-1005
Advertising formal ___________________ Sec. II
1-300
Award. See AWARDS.
Bidder, responsible_______________ Sec. I, Part 9
2-407.2
Bids. See BIDS.
Brand names, useof . ____________ 1-1206
2-201
Certification of bid record. _______ 2-403
Classified procurements.__________ 2-102.2
Competition____________________ 1-300
2-102
2-203
3-210
3-215
Construetion____________________ 4-102

Determinations and findings. See Sec. III, Part 3
also DETERMINATIONS
AND FINDINGS.
Disclosure of descriptive literature. 2-404.4
Discount considerations in award__ 2-201
2-407.3

Equal low bids_.________________ 2-407.6

Advertising formal—Continued
Escalation provisions. See also
CLAUSES, CONTRACT.
Forms. See also FORMS________

Furnishing invitations to other
than prospective bidders.

Information on award, dissemina-
tion of. See also DISSEMIN A-
TION OF PROCUREMENT
INFORMATION.

Invitation for bids_______________

List of Ineligible Bidders. See
DEBARRED, INELIGIBLE,
AND SUSPENDED BIDDERS.

Negotiation, distinguished from__

Pre-award survey. See PRE-
AWARD SURVEY.

Proposed procurements, dissemina-
tion of information.

Public inspection. _______________

Publication of advertisements_____

Qualified products. See QUALI-
FIED PRODUCTS LISTS.
Repair and alteration of vessels. _ .
Schedule of invitation for bids. - - -
Small Business Program__________
Solicitations—informational and
PlABDING . oo mms s cmi mms
Specifications _ __________________
Two-step_ - - -
See also AWARDS, BIDS and
DISSEMINATION OF PRO-

CUREMENT INFORMATION.
Advertising (allowability). See also
COSTS.
Affiliation . _ ________________________
Bidders .. ccommmsmmmsn oo s

Agencies for the blind________________
Agreements, basic. See BASIC AGREE-
MENTS.

ARMED SERVICES PROCUREMENT REGULATION

7-106.1

Sec. XVI, Part 1
2-201
16-401
2-203

2-408

1-702(b)

1-705.3

1-706.5

Sec. II, Part 2
Sec. XVI, Part 1
16-401

3-101

Sec. I, Part 10

2-402
2-203
16-504

16-503
2-201
1-702(b)

1-309
2-201
Sec. II, Part 5

15-205.1
15-307.3(a)
1-701.1
1-903.4

2-201

Sec. V, Part 5



INDEX

12

Agricultural equipment and tractors_.. 5-1201.1
16-901.4
16-902.5

Air Force—Navy Aeronautical Specifi-
cations. See SPECIFICATIONS.

Air transportation industry, small 1-701.1
business definition.

Aircraft engines and spare parts_._____ 16-901.4

Aircraft equipment and parts, small 1-701.1
business definition.

Aircraft propellers and spare parts____ 16-901.4
Airframes and spare parts . ___________ 16-901.4
Alens. . coecsesommmase sny se somcns 5 Sec. XII, Part 9
Allocation . - _ . ____________________ 15-302.3
15-306.3
Allowable Cost, Fee and Payment 7-203.4
clauses. 7-402.3
Alteration costs _ .. __ . _______________ 15-307.3(cc)
Alterations in Contract clause_________ 7-105.1
7-205.1
7-304.2
7-404.2
7-505.1

Amendment to Invitation for Bids (DD 16-401
Form 1260).
Amendments:
Invitation for bids_______ I 2-207
Special tooling, cost-type contracts. 13-305
Special tooling, fixed-price con- 13-301

tracts.
Sureties, consent of . _____________ 10-203
Termination settlement. See

TERMINATION FOR CON-
VENIENCE OF THE GOV-

ERNMENT.
Without consideration _ __________ 17-204.2
17-207.4
17-208.3
See also CHANGES and FIRST
WAR POWERS ACT.
Ammunition_ _______________________ 5-1201.1
5-1201.2
16-901.4
16-902.5
Annual bidbond . . . _ . ______ . - 10-101.7
Annual performance bond .. _____ 10-101.8
Antidiserimination. See NONDIS-
CRIMINATION.
Anti-freeze . _ _ __________________ . ___ 5-1201.1
16-901.4

Anti-Kickback Act. See COPELAND 16-902.5
ACT.

Anti-rebate law. See
ACT.

Apparel industry—D MP Notification... 1-806.2

COPELAND

21 August 1961, Rev 5

Appeals. See BOARD OF CON-
TRACT APPEALS.

Appliances, taxes____________________ 11-102.6
Apportionment______________________ 15-302.2
15-306.2
Apprentices clause___ ________________ 7-104.1
7-204.1 -
7-303.1
7-403.1 B
12-403
Appropriations and funds:
Appropriation acts______________ ©R00
Buy American Act. .. cosomoraan 6 300U

Foreign purchase restrictions. See
BUSINESS CLEARANCE and
FOREIGN PURCHASES.

Obligation of funds. See OBLI-
GATION OF FUNDS

Approval of Contract clause. See also 7-105.2

CLEARANCE. 7-205.2
7-304.3
7-404.3
7-503.8

Area labor market trends. See also 1-801
LABOR SURPLUS AREAS AND
DEPRESSED INDUSTRIES.

Armed Services Board of Contract Ap- App. A
peals. See also DISPUTES.

Armed Services Procurement Regula- 1-101

tion, purpose and applicability. 1-102
Armed Services Procurement Regula- 1-105
tion Committee. 1-108

Assignment of claims:
Barter arrangements with Com- Sec.IV, Part5
modity Credit Corporation.
Clause s - oo e mvie cm s wom s sws 2 7-103.8
7-203.6
7-302.5
7-402.6
7-503.3
17-206
Assistant Secretaries (Departmental):

Armed Services Board of Contract  App. A, pars 1, 2

Appeals.
Association memberships . . 15-205.43
15-307.3(t)
Atomic Energy contracts_ . _________ 9-107.4
12-903
7 G115 |5 Sy 3-809

Cost-type contracts. See COST-
TYPE CONTRACTS and
TERMINATION FOR CON-
VENIENCE.

Depreciation. See DEPRECIA-
TION.

ARMED SERVICES PROCUREMENT REGULATION
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INDEX
Audit—Continued Bidding time_.._____________________ 2-202.1
Property accounts. . _____________ B-404 Bids:
C-215 Affiliated bidders_ . _______________ 2-201
Terminated contracts.  See also 8-207 Amendments______________________ 2-207
TERMINATION FOR CON- Avallability ..o opove sovmaoswanen = 1-1002
VENIENCE OF THE GOV- Bid acceptance period______________ 2-201
ERNMENT. Bid guarantees____________________ 2-201
Audit Status Date___________________ 8-804 2-404
16-704 10-101.1
Authority to contract. See BUSINESS 10-102 to 10-104
CLEARANCE. Bidder, ineligible. See  DE-
Authorization and Consent clause_ _ _._ 7-103.22 BARRED, INELIGIBLE AND
7-203.23 SUSPENDED BIDDERS.
7-302.21 Bidder, responsible or not respon- Sec. I, Part 9
7-402.20 sible. 2-407.2
9-102 Cancellation after opening._______ 2-404.1
Awardie e sm=s 2 i 508 5ok Bae nae e = 2-407 Cancellation before opening.___.___ 2-208
Advertised procurement__________ 2-407 Certification of bid record-_______ 2-403
16-801 Collusive or identical . - - _________ 2-404
Clearance. See CLEARANCE. Contingent fee representation and 1-506
Dissemination of procurement in- procedures. Seealso CONTIN-
formation. See DISSEMINA- GENT FEES.
TION OF PROCUREMENT Delivery of invitation to prospec- 2-203
INFORMATION. tive bidder.
Drawing by lot o coc o oo oo 2-407.6 Dissemination of procurement in-
Negotiated procurement. _________ 3-102 formation. See DISSEMINA-
Protests_______ . __________ _____ 2-407.9 TION OF PROCUREMENT
Publicizing_ . ________________ 1-1006 INFORMATION.
Research and development________ 3-107.6 Escalation______________________ 2-407.4
Statement and Certificate of 2-407.7 Evaluation of ... s e o comnn cna 2-407
Award (Standard Form 1036). 16-801 Forms. See also FORMS________ 2-201
See also ADVERTISING, FOR- Late bids_______________________ 2-201
MAL. 2-303
Minor informalities or irregulari- 1-508
Bacon-Davis  Act. See  DAVIS- ties. 2-405
BACON ACT. Mistakes in_____________________ 2-406
Baddebts ... _____________________ 15-205.2 Modification or withdrawal of _____ 2-201
15-307.3(b) 2-304
Bailthient« . . comomems cms s 2 s wng s B-102 2-305
C-102 Noncompetitive. .- _____________ 1-111.2
Barter arrangements_________ Sec. IV, Part 5 Opening of . _ . . ___________ 2-402
Base, broadening the. See BROAD- Preparation_____________________ 2-201
ENING AND MAINTAINING Public inspection of ... ___________ 2-402
THE INDUSTRIAL BASE. Qualified . - oo cnccame s sanas 2-404
Basic agreements____________________ 3-405.4 Receipt of .. ____________________ 2-401
Batteries, dry cell .. _____________ 5-1201.1 Recording of . - _______________ 2-403
16-901.4 Rejection of - ________________ 2-404
) 16-902.5 Responsiveness. .. cesesns s s 2-301
B}d Guarantee Clu.u.sv, ---------------- 10-102.4 Restrictions on disclosure of de- 2-404.4
Bid Samples provision. . _________ _ Z“zg; " scriptive literature.
Bidders lists 1-705.4 Safeguarding. ... ____._____ 2-401
2-102 Schedule form___________________ 2-201
2-203 Solicitation of .occo oo cmnne nanan s Sec. II, Part 2
2-205 Submission of __ .. _______________ Sec. II, Part 3
3-802.2 Telegraphic_____________________ 2-202.2
16-810 i TR T o 2-407.6
Bidding costs. ... _________ 15-205.3 2-407.7

ARMED SERVICES PROCUREMENT REGULATION
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Bids—Continued
See also ADVERTISING, FOR-
MAL, and AWARDS.
Bill of Lading, Government. See DE-
LIVERY POINT and TRANS-

PORTATION.
Bill of Materials clause_ _ ____________ 7-105.6
7-205.4
7-304.4
7-404.4
Billing. See CLAUSES, CONTRACT
and PAYMENT.
Blind-made supplies. See INTER-
DEPARTMENTAL PROCURE-
MENT.
Board of Contract Appeals. See also
DISPUTES.
Bonding costs___ . ___________________ 15-205.4
Bonds. .cccuciranismimie mmtmn e mmem Sec. X, Part 1
Additional Bond Security clause___ 7-103.9
Advance payment _______________ 10-101.4
10-105
Annual bid bond . _______________ 10-101.7
Annual performance bond . .______ 10-101.8
Bid guarantees_ .. _______________ 2-201
2-404
10-101.1
10-102 to 10-104
Consent of surety . . - ____________ 10-101.9
16-505.2
Construction contracts___________ 10-101.6
Default or delinquency. See DE-
FAULT and PERFORMANCE,
INSURING.
Patent infringement bonds_______._ 10-101.5
10-106
Payment bonds . _ ... ___________ 10-101.3
10-104
Penalsum______________________ 10-101.10
10-102 to 10-106
Performance bonds._ _____________ 10-101.2
10-103
Reports and filing - ._____________ 10-108
Sureties . _____________________ Sec. X, Part 2
Waiver of requirements . . ________ 10-103.1
10-104
See also FORMS.
Brand Name or Equal clause. .. ______ 1-1206
Broadening and maintaining the indus- 3-101
trial base.
Small business . . .- _____________ 1-706
See also SOURCES OF SUPPLY.
See also APPROPRIATIONS
AND FUNDS.
Buildings, prefabricated and portable__ 5-1201.2
16-901.4
16-902.5

Business and Defense Services Adminis-
tration,
Business clearance___________________

See also CLEARANCE.
Business machines, taxes . .. __________
Buy American Act.__________________

Agreement with Department of De-
fence Production (Canada).

Appropriation acts, in conjunction
with,

Canadian purchases______________

Canadian supplies .. _____________

Certificate_._ . __________________

Construction contracts___________
Contract administration__________
Definitions . _ _ __________________

Evaluation of bids and proposals. _
Exception, certain supplies_ . _____

Exception, geographical location___
Exception, nonavailability________
Exception, public interest_ __ _____
Exception, serap . - - - cooocoana.s
Exception, unreasonable cost______
Foreign materials________________
Panamanian supplies_____________

Price differentials, bases for com-
puting.
See also FOREIGN PURCHASES.

Call contracts_______________________

Canadian:
Agreement.______________________
American interests__.____________
Commercial Corporation________._
End produet. . __________________

ARMED SERVICES PROCUREMENT REGULATION

1-307

1-403
1-403
2-103
1-403
1-404
3-102
3-805

11-102.12
Sec. VI, Part 1

-Sec. VI, Part 2

6-503
6-300

Sec. VI. Part 5
6-103.5
6-104.3
6-104.5
6-204.2
6-204.4
6-204.5
7-104.1
7-104.3
7-204.3
7-302.13
7-303.1
7-402.13
7-403.1
Sec. VI, Part 2
6-104.6
6-101
6-201
6-104.4
6-204.3
6-105
6-206
6-103.1
6-103.2
6-103.3
6-103.4
6-103.3
6-105
6-103.6
6-203.3
6-204.6
6-104.4

6-504
Sec. VI, Part §
6-101(2)
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Canadian—Continued

Set-asides_ _ .. __________________

Capacity and Credit_________________

Capital expenditures_________________
Cargo Preference Act_ _______________

Ceiling price. See FIXED-PRICE
CENTIVE CONTRACTS and
DETERMINATION.

IN-
RE-

Certificates of competeney____________

Changes:

ASPR VIII, applicability of . _ ____
Ceiling price, effect on___________
Change order defined. . __________
Change Order Price Analysis (DD

Form 1107).

Clansese c o e i e S e e

Disputes. See DISPUTES.
See also AMENDMENTS.
Changes to Make-or-Buy Program

Chemical
supplies.

warfare equipment

Civil Defense:

Patent rights_. ______________

Claim or settlement, amount of.
also TERMINATION.

Classified contracts, material, ete.
SECURITY.

and

See

See

Clauses, contract___ _________________
Additional Bond Security_________

Additional General

Provisions,

cost-reimbursement supply con-

tracts.
Additional Provisions,
tion contracts.

Advance Payments __________

construc-

Allowable Cost, Fee, and Payment._

1-706.1
1-804.1
6-103.5

6-605
5-1201.1
16-901.4
16-902.5
1-705.6
15-307.3(c)
Sec. I, Part 14

1-705.6
1-904

8-000
3-403.3(c)
1-201.1
16-813

7-103.2
7-203.2
7-304.1
7-404.1

3-902

7-104. 26
7-204. 20
7-303. 13
7-403. 14
5-1201. 1
16-901. 4
16-902. 5

15-205. 6
15-307.3(d)
9-107.5
8-101.1

Sec. VII
7-103.9
16-204

16-401.3
16-401.4
7-104.34
7-204.25
7-303.21
7-403.20
7-203.4

7-402.3

Clauses, contract—Continued

Alterations in Contract___________

Apprentices_____________________

Approval of Contract .___________

Assignment of Claims____________

Authorization and Consent________

Bid Guarantee_____._.___._______._
Bill of Materials__________._______

Brand Name or Equal ____________
Buy American Aet_____._._______

Changes_ ... ______________

Changes to Make or Buy Program_
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7-402.6
7-503.3
17-206
7-103.22
7-203.23
7-302.21
7-402.20
9-102
10-102.4
7-105.6
7-205.4
7-304.4
7-404.4
1-1206
6-104.5
6-204.2
6-204.4
6-204.5
7-104.1
7-104.3
7-204.3
7-302.13
7-303.1
1-402.13
7-403.1
7-103.2
7-203.2
7-304.1
7-404.1
3-902
7-104.26
7-204.20
7-303.13
7-403.14
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INDEX
Clauses, contract— Continued Clauses, contract—Continued
Conviet Labor___________________ 7-104.17 Domestic Wool Preference. - ___ 6-304.2
7-203.15 Duty-Free Entry—Canadian Sup- 6-605
7-302.14 plies. 7-104.32
7-402.14 7-204.23
12-203 7-303.19
Copeland (“Anti-Kickback’) Act—  7-104.1 7-403.18
Nonrebate of Wages. 7-204.1 Eight-Hour Law of 1912—Over- 7-103.16
7-303.1 time Compensation 7-203.16
7-403.1 7-302.16
12-401(b) 7-402.16
12-403 12-303
17-206 Eight-Hour Laws—Overtime Com- 7-104.1
pensation. 7-204.1
Copyrights.  See DATA and 7-303.1
RIGHTS IN DATA. 7-403.1
Correction of Defeets____._________ 7-203.5 12-401(c)
7-402.5 12-403
Covenant Against Contingent Fees. 7-103.20 17-206
7-203.20 Emplovment of Ocean-Going Ves- 1-1404
7-302.19 sels. 7-104.19
7-402.19 7-204.17
7-503.6 Esealation________.___.____._____ 7-106
17-206 7-107
Data .o oo s s s s 7-104.9 Examination of Records__________ 7-104.15
7-204.9 7-302.6
7-302.24 17-206
7-402.23 Excess Profit__ . ________________ 7-104.11
7-504.2 7-204.11
9-203 . 7-303.4
9-204 7-403.4
Davis-Bacon Act__ . _______ _____. 7-104.1 Excusable Deays.______ PR 7-203.11
7-204.1 7-403.5
7-303.1 8-708
7-403.1 Extras. ________________________ 7-103.3
12-401(a) Federal, State, and Local Taxes_ . 7-103.10
12-403 7-205.5
17-206 7-302.7
Defanlt, - o cme somes e o e 7-103.11 11-401
7-302.9 11-402
8-707 16-202
8-709 Filing of Patent Applications_____ 7-104.6
8-710 7-204.6
Defense Subcontracting Small Busi-  1-707.2 7-303.2
ness and Labor Surplus Area 7-104.22 7-403.2
Program. 7-204.19 9-106
7-303.11 Flight Risks_ ___________________ 7-204.21
7-403.13 7-403.16
Definitions_ -~ _ . ______________ 7-103.1 10-504
7-203.1 Foreign Patent Rights_ __________ 9-107.3
7-302.1 Foreign Tax Exemption__________ 11-403
7-402.1 General Provisions. See FORMS.
7-503.1 Government-Furnished Property_  7-303.7
Disputes_ - ___________________ 7-103.12 13-502
7-203.12 13-505
7-302.11
7-402.11
7-503.4
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INDEX
Clauses, contract—Continued Clauses, contract—Continued
Government Property____________ 7-104.24 Notice and Assistance Regarding 7-103.23
7-203.21 Patent Infringement. 7-203.24
7-402.25 7-302.22
13-503 7-402.21
13-506 9-104
Gratuities. _____________________ 7-104.16 Notice of Shipments.____________ 7-105.4
7-204.14 7-304.5
7-302.20 Notice to the Government of La- 7-104.4
7-403.11 bor Disputes. 7-204.4
App. D, p. 1 7-303.9
Ground and Flight Risk____ ____. 7-104.10 7-403.10
1-303.17 Notice to Supplier (Unpriced pur- 3-610.2
10-404 chase orders).
Guaranteed Maximum Shipping 2-201 Officials Not to Benefit___________ 7-103.19
Weights. 7-203.19
Humane Method of Lifestock 4-606 7-302.18
Slaughter. 7-104.30 7-402.18
Incentive Price Revision._ ... ____ 7-108 7-503.5
Information Regarding Buy Amer-  6-204.2 OPEIONE e cow s msoss sse s < 1-1506
ican Act. Panamanian Materials___________ 6-204.6
Inspection._________________ ___ 7-103.5 Patent Indemnity.______________ 7-104.5
7-302.4 7-204.5
Inspection of Supplies and Correc- 7-203.5 9-103
tion of Defects. 7-402.5 Patent Rights.ceo oioisbiene cue 7-104.7
Insurance—Liability to Third Per- 7-203.22 7-204.7
sons. 7-402.26 7-302.23
Liability to Third Persons________ 7-402.26 7-402.22
Limitation of Cost__.__.___________ 7-203.3 7-503.9
7-402.2 9-107
Limitation on Withholding of 7-104.21 9-108
Payments. 7-204.18 Payment by Barter_.____________ 4-502
7-303.10 Payment for Overtime and Shift 7-104.27
7-403.12 Premium. 7-203.27
Liquidated Damages_____________ 7-105.5 7-303.14
Make or Buy Program—Changes 3-902 7-402.28
to. 7-104.26 12-102.3(c)
Material Inspection and Receiving  7-105.7 Payments_________ ___________ 7-103.7
Report. 7-205.6 7-203.4
Military Security Requirements - 7-104.12 7-302.2
7-204.12 7-402.3
7-302.25 7-503.2
7-402.24 Payroll Records and Payrolls_ ____ 7-104.1
7-504.1 7-204.1
16-811 7-303.1
Minimum Size of Shipment_______ 2-201 7-403.1
Negotiated Overhead Rates_______ 3-704 12-403
7-204.16 Performance of Work by Con- 4-104.2
7-403.9 tractor.
Nondiscrimination in Employment_ 7-103.18 Preference for Certain Domestic 6-305
7-203.18 Commodities. 7-104.13
7-302.17 7-204.13
7-402.17 7-303.5
12-802 7-403.6
17-206 16-202
Nondomestic Construction Mate- 6-204.4
rials.
Nonrebate of Wages_____________ 12-403
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INDEX
Clauses, contract—Continued Clauses, contract—Continued
Preference for United States Flag 1-1404 Representation—Contingent Fees. 1-506
Vessels. 7-104.19 Responsibility for Supplies________ 7-103.6
7-104.36 Rights in Data__________________ 7-104.9
7-204.17 7-204.9
Price Escalation established prices. 7-106 7-504.2
Price Escalation, labor and mate- 7-107 9-203
rial. 9-204
Price Redetermination (Type A) 7-109.2 ‘ 9-206
(prospective price redetermina- Royalty Information_____________ 7-104.8
tion at stated intervals). 7-204.8
Price Redetermination (Type B) 7-109.3 7-303.3
(prospective price redetermina- 7-403.3
tion on request). 9-110
Price Redetermination (Type C) 7-109.4 16-806
(retroactive and prospective price Soviet-Controlled Areas__________ 6-403
redetermination at a stated 7-103.15
time prior to completion). 7-203.25
Price Redetermination (Type C— 7-109.7 7-303.8
Modified). 7-403.8
Price Redetermination (Type D) 7-109.5 16-202
(retroactive and prospective Special Tooling _ - _ - _____________ 7-104.25
price redetermination including 13-504
further prospective redetermin- 13-505
ation on request). Standards of Work_ _____________ 7-302.3
Price Redetermination (Type E) 7-109.6 7-402.4
(retroactive price redetermina- Stop Work Order________________ 7-105.8
tion after completion). 7-205.7
Price Reduction for Defective 7-104.29 7-304.6
Pricing Data. 7-303.16 7-404.5
Priorities, Allocations, and Allot- 1-307.2 Subcontracting___ - _____________ 7-104.14
ments. 7-104.18 7-104.20
7-204.15 7-203.9
7-303.6 7-203.26
7-403.7 7-402.9
16—-202 7-402.27
Progress Payments______________ 7-104.35 Subcontraets____________________ 3-903
7-204.26 7-104.23
7-303 23 7-203.8
Property Rights in Inventions— 9-107.7 7-303.12
NASA. 7-402.8
Quality Control System__________ 7-104.28 Subcontracts—Termination_______ 7-104.1
7-204.10 7-204.1
7-303.15 7-303.1
7-403.15 7-403.1
Reeords. oo v omnvmnmace = 0 =0 7-203.7 8-704.2
7-402.7 8-706
Renegotiation___________________ 7-103.13 12-403
7-203.13 Taxes__ - __________ 7-104.33
7-302.12 7-105.9
7-402.12 7-204.24
Reporting of Royalties___________ 7-104.8 7-205.8
7-204.8 7-303.20
7-303.3 7-304.9
7-403.3 7-403.19
9-110 7-404.7
Reports of Work_ _______________ 7-304.7 11-403.2
7-404.6 11-404
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Clauses, contract—Continued
Technical Information (Overseas) -
Termination (Prime contracts)____

Termination
clauses).
Termination (subcontracts)_______

(special  purpose

Time of Delivery..cxcuncmw-ss ==
Utilization of Concerns in Labor
Surplus Areas.

Utilization of Small Business
Concerns.

Variation in Quantity____________

Waiver of Indemnity_ ___________

Walsh-Healey Public Contracts

Act.

Withholding of Funds to Assure
Wage Payment.

Workmen’s Compensation Insur-
ance (Defense Base Act).

See also FORMS.

Clearance:
Advertised procurement__________
Approval signatures_ ____________
Audit status____________________

Determination and findings. See
DETERMINATIONS AND
FINDINGS.

Facilities_ - _____________________

IOBUFANCE s oo s e s

INDEX

9-206

7-103.21

7-203.10

7-302.10

7-402.10

7-503.7

8-701 through
8-705

16-202

Sec. VIII, Part 7

8-704.2
8-706
1-305.4
1-707.2
7-104.20
7-203.26
7-302.26
7-402.27
1-707.2
7-104.14
7-203.9
7-302.8
7-402.9
7-103.4
16-202
9-103.4
7-103.17
7-203.17
7-302.15
7-402.15
12-604
17-206
7-104.1
7-204.1
7-303.1
7-403.1
12-403
7-104.2
7-204.2
7-303.22
7-403.21
10-403
10-501.1

Clearance—Continued
Negotiated procurement._________

Plant clearance. See SECU-
RITY and TERMINATION
FOR CONVENIENCE.

Requirement____________________

Security. See SECURITY.

Termination settlement. See also
TERMINATION.

See also BUSINESS CLEAR-
ANCE and DETERMINA-
TIONS AND FINDINGS.

Collusive bids. See BIDS.
Commerce, Department of:
Synopses_ . _____________________

Commissary Continuation Sheet (DD
Form 1155¢-1).
Commodity Assignments_____________
Commodity Card Index. See BID-
DERS LISTS.
Commodity Credit Corporation_______
Compion ems. . - .. - nois 50 52 ies 525
Communication costs_ - - ____________
Competition:
Basitipolicy . o — cvnmsmcc v o

Cost and price analysis___________
Negotiation, relation to_ - - _______

Prerequisite for formal advertising_

Small purchases_ - _______________

Sole sources. See also SOLE
SOURCES.

Source list, adequacy of.
also BIDDERS LISTS.

See

Specifications. - cw s swem =
Standardization and interchange-
ability.
Complement, original - _______________
Components_ - _____________________

Comptroller General of the United
States:
List of debarred, ineligible and
suspended bidders.

ARMED SERVICES PROCUREMENT REGULATION
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1-403
1-404

8-211
8-512

1-1003
1-1004
16-303.1

5-1201

Sec. IV, Part 5.
8-101.2
15-307.3(e)

1-300
1-302.2
1-707.1
3-101
3-101
3-210
3-804
2-203
3-215
3-603
3-210.2

1-702
3-101
3-802.2
3-210.2
3-213.2

15-302.5

6-101(b)
6-201.3

Sec. I, Part 6
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Conduect, standards of ._______________

Consent of suretv _ _ . ________________

Construetion________________________

Bidder information_ _____ _______
50031 (5 O S
Buy American Aet_ . ____________
Clauses_ _ _____

Cost considerations_ __ _____ ______

Defined____ __ __ ___________

Disclosure of Government esti-
mates.

Equipment and tractors____

Formal advertising_ _ - .. _______
Forms. .- va somsnoss smes smw sea s
Giovernment estimates_ _ . __
ITome office expense_ - -~ _ .
Job site expense__ - _ .
Labor. .
Labor Department Regulations_ _ _

Material . .- __ S
Negotiation___ . __ I
Negotiation authority.. .. _
Overseas contracts____ _

Performance and payment bonds_ _
Plant and equipment costs________

Procurement authority. .
Small business definition_ _ . ______
Statutory cost limitations________
Subeontracting.. ... ... _.__.

Termination considerations_______
Types of contracts______________
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1-111

1-113
7-103.19
7-203. 19
7-302.18
7-402.18
7-503.5

8-206

9-105
10-101.9
16-505.2

Seec. IV, Part 1
10-101.6
12-402

Sec. XV, Part 4
2-201
10-101.6

Sec. VI, Part 2
4-104.2
7-104.1
7-204.1
7-303.1

8-709

12-403
16-803.1
15-401
1-201.22
6-201.1

1-311

4-101.3
5-1201.1
16-901.4
16-902.5
4-102

Sec. XVI, Part 4
4-101.2
15-402.3
15-402.4

Sec. XII, Part 4
12-401(d)
16-803.1
6-201.2

4-103

- 3-218
- 12-403.3

12-102.6
10-103.2
15-402.1
15-402.2
4-101.1
1-701.1
4-101.4
4-104
12-403
12-404.5
8-703
4-105

Construction—Continued
Wages and hours________________

Contingencies:
Allowability - .- _________________

Definitions_ - ___________________

Documentation_ _ - __________ ___

Misrepresentation, action in the
event of.

Representation from prospeetive
contractor_ ____ _______________

Standard Form 119______________

Statement in lieu of
Form 119.
Contract adjustment___________ ___ _

Authority . - - _________________

Boards_
Contract requirements_ _
Contractors’ requests
Records )
Residual powers_
Standards _

Contract administrator_ __

Contract cost prineiples. See also

COSTS and PRICING.

Contract forms. See FORMS,

C'ontract modification_ . .

Contracting authority. See BUSINESS
CLEARANCE and CONTRACTING
OFFICER.

Contracting officer_ .

Authority _ __ . .

ARMED SERVICES PROCUREMENT REGULATION

Sec. XII, Part 4
16-803.1

15-205.7
15-307.3(g)
3-807.9
Sec. I, Part 5
7-103.20
7-203.20
7-302.19
7-402.19
7-503.6
17-206
1-505
1-506.1
1-509
1-508.2

1-506
1-508
1-507
1-508
1-509
16-802
1-507.1

Sec. XVII

17-202

17-203

17-205

Sec. XVII, Part 2

17-206

17-207

Sec. XVII, Part 4

Sec. XVII, Part 3

17-204

B-103.1

B-201

App. B, Part III

C-103.2

C-201

See. VIII, Parts
2&3

Sec. XV

1-201.2

1-201.3
7-103.1

- 1-201.3

1-402
3-304.
8-201
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INDEX
Contracting officer—Continued Coordinated procurement—Continued
Decision under the Disputes clause. 1-314 IRBPECHION .~ son womwmem somms sae 2 5-1114
7-103.12 14-102
Financing methods, authority and 3-801.2 Joint procurement_______________ 5-1100.2
responsibilities. 5-1102.2
Government property, control of. B-103.1 5-1118
See also GOVERNMENT C-103.2 Local purchese. ... . cooemas --- 5-1103.6
PROPERTY. C-302.1 Military Interdepartmental Pur-
Limitation of authority. See chase Requests. See MILITARY
BUSINESS CLEARANCE. INTERDEPARTMENTAL
Specialists, relation to____ . _____ 3-801.2(f) PURCHASE REQUEST.
Transferred contracts_ ... ___ 5-1105.3 Obligation of funds. See OBLI-
Contractor-furnished property. See 8-101.4 GATION OF FUNDS.
also FACILITIES. 13-101.3 Plant cognizance procurement._._.__ 5-1102.2
B-103.3 Procurement agreements_ _ _______ 5-1118
C-103.3 Procuring department____________ 5-1100.4
Contractor inventory. See also GOV- 8-101.5 Requiring department.__.________ 5-1100.3
ERNMENT PROPERTY and TER- 5-1106.1
MINATION FOR CONVENIENCE Responsibilities under assignments_ 5-1102
OF THE GOVERNMENT. Single department procurement_._ . 5-1100.2
Contractors, ineligible. See DE- 5-1101
BARRED, INELIGIBLE AND 5-1102.1
SUSPENDED BIDDERS. 5-1118
Contractors, locating. See also BID- 2-205 Specifications_ - ______________ ... 5-1106.4
DERS LISTS. 3-107 Status reporting_________________ 5-1116
16-810 Transfer of uncompleted contracts. 5-1105
Contractors, responsible.. . . ___ Sec. I, Part 9 Copeland Act . . ___ I — 12-401(b)
Contracts, defined .. ___ __ e o e e 1-201.4 Clanse. s st iE e aEE 7-104.1
Contracts, types and purposes____ . . 2-104 7-204.2
Sec. III, Part 4 7-303.1
3-803 7-403.1
4-105 12-401(h)
Contributions and donations._ _ o 15-205.8 12-403
Convicet labor. ... ... ___ Sec. XII, Part 2 17-206
Clause. ... .. ... _. 7-104.17 Copyrights. See also DATA. - .. ___ Seec. IX, Part 2
7-203.15 Cordage .~ - .--- 5-1201.2
7-302.14 16-901.4
7-402.14 16-902.5
12-203 Corporate so-surety. See BONDS,
Federal Prison Industries, Inc. Correction of defects. See DISFIECTS
See INTERDEPARTMENT- AND DEFICIENCIES.
AL PROCUREMENT/PRIS- Correction of mistakes.  See also 17-204.3
ON-MADE SUPPLIES. AMENDMENTS, BIDS, FIRST 17-207.4
Walsh-Healey Public Contracts 12-202(i) WAR POWERS ACT, and MIS-
Act. TAKES IN CONTRACTS.
Coordinated procurement . _ . ___ _ 1-301 Cost and price analysis__ .~ . . 3-807.4
Sec. V, Part 11 Competitive yardstick_ ... 3-101
Administrative costs_ ...~ ______ 5-1113 Cost-type contracts, fees.  See also  3-404.3
Cancellation of requirements____ . 5-1112 FIXED FEE.
Coal, coke or briquettes. ... _ __ _ 16-603 Kscalabion:— . .c.ccwse o conseize -~ 3-403.2
Components of end items . ______ 5-1110 Fixed-price contracts..__ ... _ . _ _ 3-403.1
Contract placement and adminis- 5-1115 Fixed - price - incentive - type con- 3-403.4
tration. tracts.
Definition_ - ... _______________ 5-1100.1 Forms. See also FORMS. .. ____ 16-206
Delivery schedules... ... ________ 5-1106.3 16-207
Emergency situation.____._______ 5-1103.4 Indirect costs. See OVERITIZAD.
Fiscal aspeets___ . _______________ 5-1107 Labor costs. . _______.___ 15-303
Loss, adjustments for_ .. _______ 8-304

'ES PROCUREMENT REGULATION
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Cost and price analysis—Continued

Material costs_ _ _ _ ______________ 15-303
15-307. 3(s)
Negotiation, importance in_______ 3-806
Overhead costs. See also OVER- 3-701. 3
HEAD.
Profit analysis, contrasted________ 3-808
Refusal to furnish data___________ 3-801. 1
Research and development_______ 3-107.7
Termination considerations. See
TERMINATION FOR CON-
VENIENCE.
See also COST BREAKDOWN,
COSTS, OVERHEAD and
PROFIT.
Cost breakdown:
Jab Orders.. oo cov sinmmn nn s 16-503. 2
Price or cost analysis forms. See 16-206
also FORMS. 16-207
Redetermination_ _ ______________ 16-207
Requests for .. .us-ce oo smn ous 16-503. 2

See also COST AND PRICE
ANALYSIS.

Cost contracts. See COST-WITH-
OUT-FEE-CONTRACTS.

Cost-plus-fixed-fee contracts_ _________ 3-404.3

See also COST-TYPE CON-
TRACTS.
Cost-plus-incentive-fee contracts. _ . _ __ 3-404.4
See also COST-TYPE CON-
TRACTS.
Cost-plus-percentage-of-cost contracts__ 3-401
Cost-sharing contracts_ . .~ = 3-404.2
3-707
Cost-type contracts_ . .. ___________ 3-404
Applicable costs_________________ 15-305
Construction contracts_ . _______ 15-101

Sec. XV, Part 4

Cost, price, and profit analysis.
See COST AND PRICE ANAL-
YSIS and FIXED FEE.

Cost principles_ . _______________ Sec. XV

Facilities contracts. See also FA- 15-105
CILITIES CONTRACTS.

Fee limitation. See FIXED FEE.

General Provisions, supply con-
tract.

Government-furnished materials.
See  GOVERNMENT - FUR-
NISHED MATERIAL.

Government property accounting.
See GOVERNMENT PROP-
ERTY/Property account.

16-204

Insurance_ . ____________________ Sec. X, Part §

21 August 1961, Rev 5

INDEX

Cost-type contracts—Continued
Overhead. Seealso OVERHEAD.

Provisional overhead rates. See
also OVERHEAD.

Quotations_ - - __________________

Records clause exemption for for-
eign purchases.

Research and development_ ______

Source selection_ ________________
Special tooling.. _ - _______________
Supply contracts, cost principles___
Vouchers. See PAYMENT.
Cost-without-fee contracts____________

Advance understandings__________
Advertising_____________________

Allocability - _ . _________________
Association memberships_________

Bad debts. v cnnonn v cvie sme msn s

Bidding . - _____________________
Bonding---_ .- -:-secociscnnoocas
Capital expenditures_____________
Civil defense____________________

Communication_________________
Contingencies___________________

Contributions and donations______
Credits_______ . ________________

Employee morale, health and wel-
fare.
Engineering services_ _____ Sy

Entertainment_ _ . _______________

Facilities_ - __ ___________________
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Sec. III, Part 7
15-301

15-304

15-306

15-307
3-404(a)
3-701.2
16-201.2
6-701

Sec. XV, Parts 2
& 3

3-805.2

13-305

Sec. XV, Part 2

3-404.1
Sec. XV
15-205.31
15-307.3(y)
15-107
15-205.1
15-307.3(a)
15-201.4
15-205.43
15-307.3(t)
15-205.2
15-307.3(b)
15-205.3
15-205.4
15-307.3(c)
15-205.5
15-307.3(d)
15-307.3(e)
15-205.7
15-307.3(g)
15-205.8
15-201.5
15-307.3(h)
15-205.9
15-202
15-303
15-205.10
15-307.3(i)
15-205.31
15-307.3(y)
15-205.11
15-307.3(j)
13-408
13-409
15-205.12
15-307.3(k)
Sec. XV, Part §
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Costs—Continued

Fair Labor Standards Act________
Fines and penalties_ _____________

Fixed-price contracts, applicabil-

ity to.

Food service and dormitory_______
Fringe benefits_ .- _______________
Home office expense-construction._ _
Indirect- .- ______________

Instruction:_ _---ececmsswsescnsan
Insurance and indemnification_____

Interest_ _______________________

Legal services__ _________________

Library expenses_ _______________

Losses on other contracts_________

Maintenance and repair__________

Manufacturing and production

engineering.

Material . _______________________

Organizations .. ses soepempe cuses

Overhead.

Overtime.

See also OVERHEAD._

See also OVERTIME

PAY AND EXTRA SHIFTS.
Patents_________________________

Pension and retirement___________

Personal services—compensation._ _

Plant and equipment—construc-

tion.
Plant protection__

Plant reconversion

113
INDEX
Costs—Continued

12-702 Precontraet .- .cococscacsasssenas 15-205.30
15-205.13 Preresearch agreements___________ 15-307.3(x)
15-307.3(1) Professional services . _.___________ 15-205.31
Sec. XV, Part 6 15-307.3(y)

Property disposition . ____________ 15-205.32

15-205 14
15-205.15
15-402.3
15-203
15-304
15-306
15-307.2
15-205.16
15-307.3(m)
8-202.2(c)
15-205.17
15-307.3(n)
15-307.3(0)
15-402.4
15-303
15-205.18
15-307.3(p)
15-205.31
15-307.3(y)
15-304
15-306.3
15-205.19
15-307.3(q)
15-205.20
15-307.3(r)
15-205.21

15-205.22
15-303
15-307.3(s)
15-205.23
15-304
15-305
15-306
15-307
15-205.25

15-205.26
15-307.3(u)
15-205.27
15-307.3(v)
15-205.6
15-307.3()
15-402.1
15-402.2
15-205.28
15-307.3(w)
15-205.29
15-307.3(dd)

Customs and duty

for.

Proposal .. ________

Publication information service____
Rearrangement and alteration_____

Reasonableness_____
Recruiting_________

Research and development _ _ _ ____

Royalties__________

Sabbatical leave____
Selling . ___________
Service and warranty
Severance pay - .. __

Training and educational .________

Transportation_____
Travel - -z socasse

Warranty _ ________

See also COST AND PRICE

ANALYSIS,

FIXED FEE,

PRICING, PROFIT and TER-

MINATION.

Covenant Against Contingent Fees
clause.

Drawback authorization__________
Inclusion in contractor’s price_____
Supplies for vessels or aircraft_____
War material, duty-free entry pro-

cedure. See also

PURCHASES.

FOREIGN

Damage, Government reimbursement
See INSURANCE.

ARMED SERVICES PROCUREMENT REGULATION

15-307.3(z)
15-307.3(aa)
15-307.3(bb)
15-307.3(cc)
15-201.3
15-205.33
15-307.3(ee)
15-205.34
15-205.35
15-205.36
15-307.3(ff)
15-307.3(nn)
15-205.37
15-205.38
15-205.39
15-307.3(gg)
15-307.3(hh)
15-205.40
15-307.3(o0)
15-307.3(ii)
11-402
15-205.41
15-307.3(jj)
15-205.44
15-205.45
15-307.3(kk)
15-205.46
15-307.3(1)
15-205.38

7-103.20
7-203.20
7-302.19
7-402.19
7-503.6
17-206

Sec. VI, Part 6
6-604
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INDEX
Data____ . Sec. IX, Part 2 Default—Continued
Acquisition and use______________ 9-202 Liquidated damages. See LIQUI-
Clauses_ - ____ . _________ 7-104.9 DATED DAMAGES.
7-204.9 See also TERMINATION FOR
7-302.24 DEFAULT.
7-402.23 Defects and deficiencies . ...~ 14-107
7-504.2 14-205
9-203 Cost-type R&D contracts, inspec- 7-402.5
9-204 tion.
Definitions ..~ ___ 9-201 Fixed-price contracts, inspection___ 7-103.5
Disclosure iin IPB's.« - occn o e 2-404.4 7-302.4
Disclosure in proposals_ . _____ 3-109 See also GUARANTIES.
Histories and other works._ _______ 9-204.3 Defence Production (Canada), De- 6-503
Item selection involving__________ 1-304 partment of.
Limited and unlimited rights to use_ 9-203 Defense Contract Financing Reg- App. E
Limited rights provision__________ 9-203.3 ulations.
Motion pictures_ . __ 9-204.2 Defense, Department of . ____________ 1-201.6
9-205.2 Defense manpower policies. See LA-
Off-the-shelf-items_ .. _ 9-205.1 BOR and LABOR SURPLUS AREAS
Publication for sale. .. __ 9-204.1 AND DEPRESSED INDUSTRIES.
Research and development provi- 9-203.4 Defense Materials Systems_ __________ 1-307
sion. 7-104.18
Davis-Bacon Aet . . ___ 12-401(a) Defense Order Rating (DO) . _________ 1-307
Clause . _ . ________ ____._ 7-104.1 Defense Production Pools. See PRO-
7-204.1 DUCTION POOLS.
7-303.1 Defense Subcontracting Small Busi- 1-707.2
7-403.1 ness and Labor Surplus Area Pro- 7-104.22
12-401(a) gram clause. 7-204.19
12-403 7-303.11
17-206 7-403.13
List of ineligible bidders___ .~ ___ 1-603 Definitions of procurement termi- Sec.I, Parts2&3
Deans, college and university. 15-307.3(h) nology. 3-701
Debarred, ineligible, and suspended Sec. I, Part 6 5-1100
bidders. 6-101
Davis-Bacon Aet ... . 1-603 6-201
Debarment and ineligibility_______ 1-603 8-101
1-604 9-201
Foreign contractors_ .~ _ 1-609 10-101
General Services Administration 1-604.3(b) 12-102.1
listing. 1-607 13-101
Joint Consolidated List of De- 1-601.3 14-100
barred, Ineligible, and Suspended 15-201
Bidders. 15-302
Limited debarment or suspension_ . 1-606 B-103
Nondiserimination _1-604.2 C-103
Suspension_ ... _ 1-605 Advertised procurement__________ 2-101
Walsh-Healey Public  Contracts 1-600 Clause._ - - oo 7-103.1
Act. 1-603 7-203.1
Default: 7-302.1
Cost-type contracts________ . _ 8702 7-402.1
Clauses_. _____ e 7-103.11 7-503.1
7-302.9 Labor surplus. - .- =sm sos s ss ses 1-801
8-707 Small business_ - ________________ 1-701
8-710 See also DELIVERY POINT
Fixed-price contracts_____________ 8-707 and TRANSPORTATION.
Fixed-price research and develop- 8-710 Delivery point_ . ___________________ Sec. I, Part 13
ment contracts. Destination___ __________________ 1-1302
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INDEX
Delivery point—Continued Determining the method of procure- 1-300
FOB polieys - canucesrraesmnmes Sec. I, Part 13 ment. 3-102
14-202 Deviations. See also PATENTS and 1-109
Inspection place, distinguished 14-105 REGULATIONS.
from. 14-201 Direct costs. See COSTS.
14-203 Directives, procurement. See REGU-
- Payment, relation to_____________ 14-202 LATIONS AND DIRECTIVES,
Transportation costs_____________ 1-1301 PROCUREMENT.
Delivery schedules___ . _______________ 1-305 Disbursing. See PAYMENT.
- Department_ - ______________________ 1-201.5 Disbursing officer_.__ - _______________ 8-101.6
Department of. See wunder separate Discounts_ - ________________________ 2-201
titles—e.g. DEFENSE, DEPART- 2-407.3
MENT OF. 3-604.3
Departmental  specifications. See Diserimination. See NONDISCRIMI-
SPECIFICATIONS. NATION.
Depreciation___ _____________________ 15-205.9 DISPIEBEL - e c e i o s s s App. A
Use charge in lieu of depreciation 15-304 Accelerated procedure for appeals_. App. A, Rule 31
allowance. 15-306.3 AppealB. == onm e s smmme s s App. A
See also COST AND PRICE Armed Services Board of Contract App. A
ANALYSIS. Appeals. 5-1105.2
Depressed industries. See LABOR Clauses_ _ - .. __________________ 7-103.12
SURPLUS AREAS AND DE- 7-203.12
PRESSED INDUSTRIES. 7-302.11
Descriptive literature_ _______________ 2-201 7-402.11
2-202.5 7-503.4
2-404.4 Contracting officer’s and procuring App. A
Determination, joint. See JOINT activity responsibilities.
DETERMINATION. Contracting officer’s decision______ 1-314
Determinations and findings (and state- Sec. III, Part 3 7-103.12
ments of justification). 1-404 Findings of fact ... __________ App. A, par. 5
Advance payments__ ____________ 3-302(vii) Labor. See LABOR.
Classified purchases______________ 3-302(ii) Notice of Appeal. .. _..___._______ App. A, pars. 5
Cost and cost-plus-fixed-fee con- 3-404.3 & 6
tracts. Termination claim, appeal of con- 8-209.7
Departmental secretaries ________ 3-302 tractor.
Documentation requirement._ _ ____ 3-308 Dissemination of procurement infor-
8-209.7 mation:
Experimentation, research, devel- 3-302(i) Awards________________________ Sec. I, Part 10
opment, and tests. 2-408
Impracticability of competition by 3-210 3-106
formal advertising. Department of Commerce and Sec. I, Part 10
National defense, purchsses in the 3-216 Small Business Administration.
interest of. 3-302(vi) Proposed procurements.__ . _____ Seec. I, Part 10
National emergeney _ - _ - _________ 3-201.2 2-203
Negotiation_____________________ Sec. 111, Part 3 Unsucecessful offerors. ______ ... 3-106
5-1106.2 Dividing the procurement:
Negotiation after advertising 3-215 Alternative sources. . __ . ___ 1-706.1
3-302(v) Small business_ 1-706.1
Public exigency, negotiation on 3-202 See also BROADENING AND
basis of. MAINTAINING THE IN-
Standardization and interchange- 3-213 DUSTRIAL BASE and
ability. 3-302(iii) SMALL BUSINESS.
Technical or specialized supplies_ - . 3-214 Documentation of procurement trans- 1-308
Termination settlement by deter- 8-209.7 action.
mination. Advertised contracts_ . 2-403
See also CLEARANCE. Bids, invitations for and ab- 2-204
Determinations of responsibility and 1-904 stracts of. 2-403
nonresponsibility. Contingent fees_ . ___ . _________ 1-509
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INDEX
Documentation of procurement trans- Eight-Hour Law of 1912______________ Sec. XI1I, Part 3
action—Continued 12-401(c)
Determinations and findings, re- 3-308 Clauses_____ . ___________________ 7-103.16
tention of. 7-104.1
Government property. See also B-303 7-203.16
GOVERNMENT PROPERTY. B-304 7-204.1
C-207 7-302.16 -
Labor surplus factor, attention to__ 1-803 7-303.1
Negotiated contracts_____________ 3-308 7-402.16
Real property.. ... ________ B-304.4 7-403.1 -
B-401 12-301
Research and development_______ 3-107.8 12-303
Set-asides_ - ____________________ 1-706.9 12-401(c)
Small purchases_ . __________________ 3-604.2 12-403
3-609 17-206
See also RECORDS, CONTRAC- Electric light bulbs, taxes_____ _____.__ 11-102.6
TOR and REPORTS. Electric power contracts. See UTILI-
Domesticbid_ . _____________________ 6-101(g) TIES.
Domestic construction material . - _____ 6-201.5 Electronic equipment________________ 5-1201.1
Domestic source end produet_ .. - _____ 6-101(d) 5-1201.2
Domestic Wool Preference clause______ 6-304.2 5-1201.3
Drawback of custom duties. See CUS- 16-901.4
TOMS AND DUTY. 16-902.5
Drums and cans_________ . 5-1201.1 Emergency purchase of war material 6-602
16-901.4 abroad.
16-902.5 Duty-freeentry________________ 6-602
Dry bulk carriers____________________ 1-1401 Emergency supplies or services master 16-503.4
Dry cargo liners_____________________ 1-1401 contract and job orders.
Duty-free Entry-Canadian Supplies 6-605 Employee morale, health, and welfare__ 15-205.10
clause. 7-104.32 15-307.3(i)
7-204.23 Employees, contractor’s. See LABOR.
7-303.19 Employment. See LABOR.
7-403.18 Employment of Ocean-Going Vessels 1-1404
Duty-free entry certificate.__ . _______ 6-602.6 clause. 7-204.17
End produet8. - -cocccccoic e cianas 6-101(a)
Ecclesiastical equipment______ ___ ___ 5-1201. 2 Engineering services_ ______________ 15-205.31
16-901. 4 15-307.3(y)
16-902. 5 Entertainment costs_ __________.__ __ 15-205.11
Economy Act, purchase orders under. 15-307.3(j)
See INTERDEPARTMENTAL Equallow bids____________________ 2-407.6
PROCUREMENT. Escalation_______ ____ . ___________ _ 2-104.3
Educational and nonprofit institutions. 3-205 3-403.2
C-103.1 7-106
Copyrights. See DATA. 7-107
Cost principles for research and 15-103 Basic steel, aluminum, brass, 7-106.1
development contracts. Sec. XV, Part 3 bronze or copper mill products.
Cost-without-fee contracts__.___ . . 3-404.1 Established price_ - - _____ ._______ 7-106
Government property______ .. ___ App. C Labor and materials_ ____________ 7-107
Special use allowances for research 3-812 Non-standard steel items_________ 7-106.2
facilities. Off-the-shelf items_ . ____________ 7-106.3
Termination. See TERMINA- Standard supplies_ - ____________ 7-106.3
TION FOR CONVEN- Semistandard supplies_.___________ 7-106.4
IENCE OF THE GOVERN- Examination of Records clause________ 7-104.15
MENT. 7-302.6
See also RESEARCH AND DIi- 17-206
VELOPMENT CONTRACTS. Exemption for foreign contractors. 6-701
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INDEX
Excess Profiti clause._....cccovcnsnac e 7-104.11
7-204.11
7-303.4
7-403.4
Excusable Delays clause______________ 7-203.11
7-403.5
- 8-708
Executive Order No. 10784 of October 6-701
1, 1958.
* Executive Order No. 10789 of Novem- 17-502
ber 14, 1958.
Experience data_____________________ 1-905.1
BOrmEB. .. -z snewemssornansmesanss 16-814
Explosives__ - - ___________ 5-1201.1
5-1201.2
16-901.4
16-902.5
Extraseclause_ - _____________________ 7-103.3
Facilities . - _____________________ 2-201
Sec. XIII, Part 4
Accessory and auxiliary items, 13-101.12
distinction between. 13-101.13
B-103.12
B-103.13
Consolidation under single con- 13-403
tract.
Contractor-acquired._____________ 13-101.7
Contractor-furnished_____________ 13-101.3
Contracts for facilities. See FA-
CILITIES CONTRACTS.
CoBtE . m o ommmo cimm mm mmm m e mmm 2 15-205.12
15-307.3(k)
Sec. XV, Part 5
Definifions: . coece cnn snm somnmnees 13-101
B-103
Determining the need for expan- 13-102.3
sion. 13-401
Equalization of competitive ad- 13-407
vantage.
Foreign governments—use on work Sec. XIII, Part 7
for.
Government aid in acquiring__ ... 13-102.3
Government-furnished property.._ 13-101.2
13-502
Government-provided..__________ 13-102.3
Sec. XIII, Part 4
Industrial . . ____________________ 13-101.6
B-103.4
Leases. o vomermum e s o e o 10-602.2
13-400
13-403
13-601
B-102
C-102
Machine tools___________________ 13-101.11
B-103.11
Marking .. ___________________._ B-401

Facilities contracts

Facilities—Continued

Minor plant equipment__________
Non-Government contracts_._____

Non-severable industrial facility. . -

Plant equipment

Production equipment_ - _ ________

Rental charges. -

Research and development facili-
ties, acquisition and control of.
Special tooling, relation to._._____

Taxes__ ________
Use allowances._ _
FACILITIES CON-
GOVERNMENT

See also
TRACTS,
PROPERTY,

AND PROP-

ERTY, REAL.

Abandonment.__

Allowable costs__________________

Clearance___ _ __

Contractor-acquired facilities___ ___
Damage, loss, and liability . - _____
Definition and use of .____________

Delivery, diversion, and substitu-
tion provisions.

Disposition_ - __ _

Identification and records. .~ _____
Insurance provisions_____________

Maintenance____

Non-severable facilities_._________
Restoration of premises__________
Standby provisions_ _____________

Termination rights_ _ _ ___________
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B-103.9
13-407(b)
Sec. XIII, Part 6
13-101.8
8-101.13
13-101.9
B-103.8
8-101.15
8-505
13-101.10
13-603
B-103.10
13-407
13-601
15-205.34
13-103
App. C
13-101.6
13-101.9
B-103.4
B-103.5
B-103.8
11-103
3-812

Sec. XIII, Part 4
B-102
C-102
13-406.2
13-408
13-409
13-401
13-101.2
13-411
13-101.16
13-102.3
13-402
13-410

13-412
13-415
13-409
Sec. X, Part 6
13-411
13-408
13-406
13-406.2
13-414
13-601.3
13-410
13-413
13-414
13-415
13-405
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INDEX
Facilities contracts—Continued Fixed-price contracts—Continued
Use charge_ . .. ________________._ 13-407 Administration_.________________ 3-403.1
13-600 ClBUEEE o won som moms wms s o as 51 Sec. VII, Part 1
See also FACILITIES and GOV- Sec. VII, Part 3
ERNMENT PROPERTY Contingeneies_ - . ______________ 3-403.1

Fair Labor Standards Act of 1938____. Sec. XII, Part 7 Cost, price, and profit analysis.

Allowable costs____ .- _____.__ 12-702 See COST AND PRICE
Department of Labor____________ Sec. XII, Part 7 ANALYSIS and PROFIT.
Rulings on applicability - - - _______ 12-703 Cost prineciples_ ... ______________ 15-106

Federal Prison Industries, Inc. See also Sec. XV, Part 6
INTERDEPARTMENTAL PRO- Escalation. See also ESCALA-
CUREMENT/Prison-made supplies. Sec. V, Part 4 TION. 2-104.3

12-202(ii) 3-403.2

Federal Procurement Regulations______ 1-112 Facilities under supply contracts.

Federal Specifications. See SPEC- See FACILITIES.

IFICATIONS. Forms_________________________ Sec. XVI, Part 2

Federal State and Local Taxes Clause__ 11-401 General Provisions_______________ 16-205

11-402 Government-furnished material.
16-202 See also GOVERNMENT-

Federal Supply Schedules. See IN- FURNISHED MATERIAL. 13-201
TERDEPARTMENTAL PRO- C-306
CUREMENT. Government-furnished Property 13-502

Federal Supply Service. See INTER- clause.

DEPARTMENTAL PROCURE- Incentive.______________________ 3-403.1
MENT. Insurance provisions. _.__________ Sec. X, Part 4

Federal Wage and Hour Law. See 10-703
FAIR LABOR STANDARDS Profit. See PROFIT.

ACT OF 1938. Quotations__________ . 16-201.2

Fees. See CONTINGENT FEES Redetermination. See also RE- 3-403.3
AND FIXED FEE. DETERMINATION.

Fibers, fiber rope_ ... _____________ 5-1201.2 Special tooling. See SPECIAL

16-901.4 TOOLING.
16-902.5 Supply contract defined.___._____ 7-102
Filing of Patent applications clause____ 9-106 Taxeclause. ___ - _ . __ 11-401
Fines and penalties_ _________________ 15-205.13 Termination. See TERMINA-
15-307.3(1) TION and TERMINATION

Fire control equipment_______________ 5-1201.1 FOR CONVENIENCE OF
5-1201.2 THE GOVERNMENT
16-901.4 See also FIRM FIXED-PRICE
16-902.5 CONTRACTS.

Fire fighting equipment._ ... 5-1201.1 Fixed-price-incentive-type contracts___ 3-403.4
?E}iggiz 'Clause.. 7-108
16-902.5 Flexible price contracts. See REDE-

Firearms, shells, and cartridges, taxes_. 11-102.11 TERMINATION.

First War Powers Act________________ Sec. XVII Flight Risks clause. . - - - - - -o_uuons 7-204.21

Fixed fee. - - omis s samme smemmmee & 3-404.3 7-403.16

3-808 10-504
Limitations__ - __________________ 3-401 FOB point. See DELIVERY POINT.
Rate of fee. . ... 3-401 Food, canning and preserving industry
See also CO§T‘PLUS'FIXESI%‘ small business definition. 1-701.1
gEF]S-I(i\PCl\E’II‘\II’}?\(/}]:ZF-%EEC(?ON- Fo;;d xt)reparation and serving equip- i—}}gg;;
TRACTS and PROFIT. ent: e
Fu}(({edEA%lerhead Ttes. S ONER: Food service and dormitory costs______ 15-205.14
Fixed-price contracts_________________ 3-403 Foreign bid.......coooomon ooonns 6-101(h)
15-601 Foreign end produet_ .- _.___ ... 6-101(f)
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INDEX
Foreign  patent  rights.  See  also 9-107.3 Forms—Continued
PATENTS. Application for Partial Payment 8-802.10
Foreign purchases. ... .. _________ _ 1-302.4 (DD Form 548). 16-703
3-206 Architect-Engineer Questionnaire 16-814.1
4-503 (Standard Form 251).
Sec. VI Assignee’s Assignment of Refunds, 16-812(e)

Appropriation Act restrictions .____ 6-300 Rebates, Credits, and Other

Barter arrangements____ . ____ .. Sec. 1V, Part 5 Amounts.

Buy American Act. See BUY Assignee’s Release.______________ 16-812(c)
AMERICAN ACT. Assignment of contracts__________ 16-812

Canadian Commercial Corporation. Sec. VI, Part 5 Award (Standard Form 26)_______ 16-101

Congressional poliey_. .. . ~. . 6-300 Bidders Mailing List Application 2-205.1

Customs and duty. See CUS- and Supplement (DD Form 16-810
TOMS AND DUTIES. 558-1; Standard Form 129).

Debarred, ineligible, and sus- Bid Form (Standard Form 21)____. 16-401
pended bidders. See DE- Bill of Materials (DD Forms 346 7-105.6
BARRED, INELIGIBLE, and 347).

AND SUSPENDED BID- BonaE. o en et s e e 16-805
DERS. Buy American Certificate_________ 6-104.3

Domestic wool preference..___..__ 6-304.2 Change Order Price Analysis (DD 16-813

Emergency purchase of war ma- 6-602 Form 1107).
terials. Combination Type (Standard 16-102

Examination of Records exemption. 6-701 Form 33).

License agreements______________ Sec. IX, Part 3 Commissary continuation sheet 16-303.1

Ocean carriers, preference for U.S_ Sec. I, Part 14 (DD Form 1155¢-1).

Preference for certain domestic 6-304.1 Communication Service Authori- 16-506

commodities. 6-305 zation (DD Form 428).
7-104.13 Construction Contractor Experi- 16-814.2
7-204.13 ence Data (DD Form 1072).
7-303.5 Construction Contracts Formally 16-401
7-403.6 Advertised (Standard Form 23).

Soviet-controlled areas_ .- .. _____ Sec. VI, Part 4 Continuation Sheet (Standard 16-101

Technical assistance agreements___ Sec. IX, Part 3 Form 36).

Technical information___________ _ 9-206 Contractor’s Assignment of Re- 16-812(d)

Termination inventory__ ... _ . _ 8-507.6 funds, Rebates, Credits, and

Foreign tax exemption clauses_________ 11-403 Other Amounts.

Formal advertising. See ADVER- Contractor’s Release_____________ 16-812(b)
TISING, FORMAL. Contractor’s Weekly Payroll State- 16-803.1

Forms_________ _____________ ... Sec. XVI ment (DD Form 879).

Acceptance of MIPR (DD Form 5-1100.6 Cost and Price Analysis (DD Form 16-206
448-2. 5-1108 633).

5-1109 Cost and Price Analysis for Con- 16-207
16-602 tract Price Redetermination

Acceptance of Proposal, Negoti- 16-203 (DD Form 784).
ated Fixed-Price Contract (DD Current Pricing Data certificate.___ 3-807.7
Form 746-2). Defense  Subcontracting, Small 1-707.3

Additional General Provisions, 16-204 Business (DD Form 1140). 1-707.5
Cost-Reimbursement Supply Deposition for Armed Services App. A, pars. 13
Contracts. Board of Contract Appeals. & 14

Additional General Provisions, 16-205 Deposition for Hearing Under App. D, par. 1
Fixed-Price Supply Contracts. Gratuities clause.

Advertising procedure____________ 2-201 Duty Free Entry Certificate (Cus- 6-602.6

Sec. XVI, Part 1 toms Form 7501). 16-808
16-504 General Provisions, Construction 16-401

Amendment to Invitation for Bids 16-101 Contract (Standard Form 23a).

(DD Form 1260). 16—-102 General Provisions, Cost-Reim- 16-204
16-401 bursement Supply and R&D

Contracts (DD Form 748).
ARMED SERVICES PROCUREMENT REGULATION
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General Provisions (Short Form
Negotiated Contract) (DD
Form 1270).

General Provisions, Supply Con-
tract (Standard Form 32).

General Services Administration
Public Utilities Schedules.

Individual Procurement Action
Report (DD Form 350).

Inspection forms_________________

Instructions for use of termination
forms (DD Form 1114).

Instructions to Bidders (Standard
Form 22).

Inventory Schedule A, Metals in
Mill Product Form (DD Form
542).

Inventory Schedule B, Raw Ma-
terials (DD Form 543)_________

Inventory Schedule C, Work in
Progress (DD Form 544) . ______

Inventory Schedule D, Dies, Jigs,
Fixtures, ete., and Special Tools
(DD Form 545).

Inventory Schedule E, Short Form

(DD Form 832).

Invitation and Bid (Standard
Form 30).

Invitation for Bids (Standard
Form 20).

Job Order (DD Form 731-1)______

Late proposal provision_ _ _ _______

Master Contract for Repair and
Alteration of Vessels (DD-ASPR
Form 731).

Material Inspection and Receiving
Report (DD Form 250).

Military Interdepartmental Pur-
chase Request (DD Form 448).

Monthly Procurement Summary
(DD Form 1057).

Negotiated Contract (DI Form
1261).

Negotiated Contract, Stevedoring
Services (DD Form 674).

Negotiated Contract, Utility Serv-
ices (DD Form 671).

Nondiscrimination Notice
(USGPO 1954 0300378).

Notice for qualified products pro-
curement.

Notice of Appeal (contractor to
ASBCA).

INDEX
Forms—Continued
16-202 Notice of Audit Status Date (DI) 8-804
Form 547s). 16-704
Notice of Award (Negotiation)____ 16-203.2
16-101 Notice of Hearing under Gratuities  App. 1)
16-205 clause.
5-802 Notice of intent to establish a 1-1103.1
Qualified Products List.
Sec. XVI, Part 9 Notice of Labor Surplus Area Set- 1-804
Aside.
14-201 Notice of Late Bid_______________ 2-303.6
8-807 Notice of Small Business Set- 1-706
16-706 Aside.
16-401 Notice of Termination____________ 8-801
16-701
8-802.4 Notice to Supplier (Unpriced pur- 3-610.2
16-702.5 chase orders).
Novation Agreements.___________ 16-505
8-802.5 Order for Paid Advertisements 16-504
16-702.5 (Standard Forms 1143 and
8-802.6 1143a).
16-702.5 Order for Purchase of Supplies and 3-610
8-802.7 Services (DD Form 1155). 16-303
16-702.5 Partial Payment—Termination, 8-212.1
Certification and Approval.
8-802.8 Plant Equipment Record Card..__ App. B, Exhibit A
16-702.5(b) Procurement Action Report (DD Sec. XVI, Part 9
16-101 Form 350).
Purchase Order—Invoice—Vouch- 16-302
16-401 er (Standard Form 44).
Receipt for Cash—Subvoucher 16-301
16-503 (Standard Form 1165).
3-804.2 Report of Inventions and Sub- 16-809
16-503. contracts (DD Form 882).
Request for Determination of 16-803.1
Wage Rates (DB-11).
7-105.7 Request for Proposals, Proposal 16-203
7-205.6 and Acceptance, Negotiated
14-201 Fixed-Price Contract (DD
5-1100.5 Forms 746, 746—1, 746—2).
5-1106.1 Request for Quotation (Standard 16-201
5-1108 Form 18).
16-601 Requisition for Coal, Coke, or 16-603
16-902 Briquettes (DD Form 416).
Royalty Report (Foreign and 16-206.1
Domestic) (DD Form 783). 16-207.2
16-202 16-806
Schedule (Standard Form 31)_____ 16-101
15502 Schedule of Accounting Informa- 8-802.9
tion, Fixed-Price Contracts (DD 16-702.6
16-501 Form 546).
Schedule of Deductions from Pay- 16-803.1
12-806.3 ments to Contractors (Standard
Form 1093).
1-1105.2 Schedule, Request for Proposals 16-203
and Proposal (DD Form 746-1).
App. A, par. 6 Scrap Warranty_ - _______________ 8-805
Security Agreement (DD Form 441)__ 7-104.12
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Forms—Continued

Security Requirements Check List
(DD Form 254).
Settlement Agreement(s)_-_____ -

Settlement Proposal for Cost-Type
Contracts (DD Form 547).

Settlement Proposal for Fixed-
Price Contracts, Inventory Ba-
sis (DD Form 540).

Settlement Proposal for Fixed-
Price Contract, Short Form
(DD Form 831).

Settlement Proposal for Fixed-
Price Contracts, Total Cost
Basis (DD Form 541).

Small purchages....cocccconsaos

Standard Form 18 (Request for
Quotation).

Standard Form 19 (Invitation,
Bid and Award) (Construction,
Alteration, or Repair).

Standard Form 19A (Labor Stand-
ards Provisions—Applicable to
Contracts in Excess of $2,000).

Standard Form 20 (Invitation for
Bids).

Standard Form 21 (Bid Form)____

Standard Form 22 (Instruction
to Bidders).

Standard Form 23 (Construction
Contract).

Standard Form 23A (General Pro-
visions, Formally Advertised
Construction Contracts).

Standard Form 24 (Bid Bond).___

Standard Form 25 (Performance
Bond).

Standard Form 25A (Payment
Bond).

Standard Form 26 (Award).__.____

Standard Form 27 (Performance
Bond, Co-Surety).

Standard Form 27A (Payment
Bond).

Standard Form 27B
tion Sheet).

Standard Form 28 (Affidavit of
Individual Surety).

Standard Form 30 (Invitation and
Bid).

Standard Form 31 (Schedule, Sup-
ply Contract).

Standard Form 32 (General Pro-
visions, Supply Contract).

(Continua-

Standard Form 33 (Supply Con-
tract; Invitation, Bid, Award).

7-104.12
16-811
8-806
16-705
8-803
16-702.3
8-802.1
16-702.1

8-802.3
16-702.4
16-702.5(b)
8-802.2
16-702.2

3-607
16-201

- 16-401

16-401

16-401

16-401
16-401

16-401

16-401

16-805

16-805

16-805

16-101
16-805

16-805

16-805

16-805

2-205
16-101
16-101

16-101
16-203
16-205
2-205

16-102

S e
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Forms—Continued

Standard Form 34 (Annual Bid
Bond).

Standard Form 35 (Annual Per-
formance Bond).

Standard Form 36 (Continuation
Sheet, Supply Contract).

Standard Form 44 (Small Pur-
chases: Purchase Order—In-
voice—Voucher).

Standard Form 119 (Contractor’s
Statement of Contingent or
Other Fees for Soliciting or
Securing Contract).

Standard Form 129 (Bidders Mail-
ing List Application).

Standard Form 251 (U.S. Govern-
ment Architect-Engineer Ques-
tionnaire.

Standard Form 1034 (Public
Voucher for Purchases and Serv-
ices Other than Personal).

Standard Form 1036 (Certificate
of Award).

Standard Form 1093 (Schedule of
Deductions from Payments to
Contractors).

Standard Form 1094 (U.S. Gov-
ernment Tax Exemption Certif-
icate).

Standard Forms 1143 and 1143A
(Advertising Order and Public
Voucher for Advertising).

Standard Form 1165 (Receipt for
Cash-Subvoucher).

Statement and Certificate of
Award (Standard Form 1036).
Statement of Eligibility (Humane

Slaughter Act).

Statement on Contingent Fees
(Standard Form 119).

Stevedoring Services, Negotiated
Contract (DD Form 674).

Summary Cost Estimate for Re-
search and Development Con-
tracts (DD Form 633-4).

Tax Exemption (Standard Form
1094).

Tentative Schedule of Production
(DD Form 406).

Utility Services, Negotiated Con-
tracts (DD Form 671, GSA
Forms).

Walsh-Healey Public Contracts

Act (Department of Labor
Forms PC-1, PC-12, PC-13
and DD 350).
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16-805

16-805

16-101
16-303.2
3-605
14-201
16-302
1-507
1-508
1-509
16-802
2-205
16-810

16-814.1

8-402
8-405

2-407.7

16-801
16-803.1

16-804

16-504

16-301
2-407.7
16-801
4-605
16-802
16-502
16-206
11-205
11-302
16-804
1-706.2

16-501

16-803.2
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INDEX
Forms—Continued Government-furnished property.__.____ 8-101.8
Weekly Payroll Statement and 16-803.1 App. B
Certification, Contractor’s. App. C
See also CLAUSES, CONTRACT Clauses. .- - - oo oo 7-104.24
and REPORTS. 7-303.7
Fraud, improper influence, and other 1-111 7-402.25
criminal conduct. Sec. XIII, Part 5
Fringe benefits_ __ ___________________ 15-205.15 Facilities contracts. See FACILI-
Fuels; S8 o e s pommer e e = s 5-1201.2 TIES CONTRACTS.
16-901.4 Government and Government- 13-101.2
16-902.5 furnished  property distin- B-103.3
Fuels, special, taxes__________________ 11-101.6 guished C-103.3
Funds, specific. See APPROPRIA- Termination. See also TERMI- 8-506
TIONS AND FUNDS. NATION FOR CONVEN-
Furs, taxes_ ________________________ 11-101.3 IENCE OF THE GOVERN-
MENT
Gasoline, taxes______________________ 11-102.4 Government property_ ... ____________ Sec. XIII
General Provisions (Standard Form 16-101 App. B
32), Fixed-Price Supply Contracts. 16-205 App. C
See also FORMS. Advance, progress, or partial pay- B-205.5
General Services Administration - _____ 1-112 ments, acquired by virtue of. C-205.5
Area contracts_ _________________ Sec. V, Part 8 App. E
Debarred bidders, combined listing 1-604.3(b) Classification into categories under C-103.4
of. 1-607 nonprofit R&D contracts.
Federal Procurement Regulations__ 1-112 Clause, cost-type contracts_ . ___ 7-203.21
Federal Supply Service. See IN- 7-402.25
TERDEPARTMENTAL PRO- 13-503
CUREMENT. 13-506
Inter-Agency Procurement As- Commingling or segregation______ B-206
signment Program. See CO- C-210
ORDINATED PROCURE- C-308
MENT. Contract administrator___________ B-103.1
Procurement coordination with 1-112 App. B, Part III
Department of Defense. C-103.2
Procurement responsibility . ______ Sec. V, Parts 1 C-201
through 5. Contractor-acquired and Govern- 13-101.2
Stores Depots. See INTERDE- ment-furnished property. B-103.3
PARTMENTAL PROCURE- B-205
MENT. C-103.3
Termination  inventory.  See Contractor’s responsibility for____. 13-104
TERMINATION FOR CON- B-204
VENIENCE OF THE GOV- App. B, Part III
ERNMENT. B-402
Government  estimate. See CON- C-207
STRUCTION. App. C, Part III
Government-furnished material . ______ 13-101.2 Control - - _ .. 13-103
13-101.4 Damage, loss and liability .- ______ 13-104
13-102.1 13-411
Sec. XIII, Part 2 App. B
Cost-type contracts._____________ 13-202 B-402
C-306 App. C
Fixed-price contracts..___________ 13-201 C-203
13-502 C-303
C-306 C-304
Inventories, fixed-price contracts__. B-207 Definition of . - v moo snssms smns 13-101.2
Invitation for Bids______________ 13-201 B-103.3
Special Tooling, relation to. ______ 13-101.4 C-103.3
13-101.5 Destruction or abandonment______ 8-509
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INDEX

Government property—Continued Government property—Continued

Disposition. - -« :ze-cnsmsccn-swss Sec. VIII, Part 5 Property administration inter- B-202
13-203 change agreements. B-203
13-307 C-202
13-415 Property administrator____ .. _____ B-103.2
Donations_ - _____ S 8-508 B-202
Educational and nonprofit organ- 13-101.17 B-203
izations. App. C C-103.5
Facilities and special tooling on Sec. XIII, Part 7 C-202
work for foreign governments. C-203
Facilities contracts. See FACIL- Real property. See FACILITIES
ITIES CONTRACTS. and PROPERTY, REAL.
Government-furnished  material. Records and reports_ - _ .. _____ B-103.18

See  GOVERNMENT-FURN-
ISHED MATERIAL.
Government-furnished property.
See GOVERNMENT-FURN-
ISHED PROPERTY.
Industrial property______________
Inventories. Seealso TERMIN A-
TION FOR CONVENIENCE
OF THE GOVERNMENT.
Lien, subjeet $0. - v ven sncsen =

Material . . _ oo

Marking. . = swwe s e s sz e =

Minor plant equipment___________

Plant equipment: <= sow moe sossoe =

Production equipment___________

Property account______ . ________

13-101.7
B-103.5
8-101.5
8-101.25
B-207
C-211
C-309
13-101.2
B-103.3
13-101.4
B-103.15
C-103.4
C-306
B-401
C-307
B-103.9
C-103.4
C-306
8-101.13
B-103.8
B-304.3
C-103.4
C-207.5
C-306
8-101.15
8-505
13-101.10
13-603
B-103.10
8-209.3
B-103.18
B-304
B-305
B-404
C-103.6
C-213
C-214
C-215
C-306

Rental charges for equipment_____

Shipment and receipt_ ... _______
Single administration. - __________

Sources. .o _______
Special tooling. See SPECIAL
TOOLING.

Stock record________ sz oo

Subcontractors, use by . _________

Termination inventory. See TER-
MINATION FOR CONVEN-
IENCE OF THE GOVERN-
MENT.

ARMED SERVICES PROCUREMENT REGULATION

App. B, Part III
App. B, Exhibit
A
C-103.6
C-103.7
C-207
C-213
C-305
C-306
C-309
13-601
8-507
B-402.1
C-303
8-101.16
8-101.17
8-504
8-513.3
13-101.14
13-101.15
B-103.16
B-103.17
B-304.5
B-403
C-103.8
C-103.9
C-212
C-310
B-402.3
C-204
B-202
C-202
B-205
C-205

B-103.19
C-103.7
13-104.2
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Government property—Continued
Transfer of title to nonprofit insti-
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INDEX

Sec. XIII, Part 8

Industrial base, broadening the. See
BROADENING AND MAIN-

tutions. TAINING THE INDUSTRIAL
See also FACILITIES and PROP- BASE.
ERTY, REAL. Industrial facility. See also FACILI- B-103.4
Government-to-Government agreements__ . 1-109.4 TIES.
=701 Industrial property. See FACILI-
GOVEXIENG PO oo oo e 1401 TIES and GOVERNMENT PROP-
Gratuities: ERTY.
1515 I ——— 7-104.16 . . .
7-904.14 Industrial readiness planning. See 3-216
7-302.20 also MOBILIZATION.
7-403.11 Industry preparedness messures pro-
App. D, par. 1 gram. See MOBILIZATION.
Debarment for violation__________ 1-604.1(b) Ineligible, debarred and suspended.
Depositions:. coommmns sm smoms s App. D, par. 11 See DEBARRED, INELIGIBLE,
Hearing procedure_______________ App. D AND SUSPENDED BIDDERS.
Notice of hearing___.____.__.._.. App. D, par. 4 Informal commitment, formalization 17-204.4
Ground and Flight Risk Clause_______ 7-104.10 of. 17-207.4
'i(—ﬁgﬁ:i” Information, procurement, Exchange 1-303
: of. See also DISSEMINATION 3-810
s o OF PROCUREMENT INFORMA-
Cost-type contracts______________ 7-203.5
7-402.5 TION.
See also DEFECTS AND DEFI- ' Information Regarding Buy American 6-204.2
CIENCIES. Act provision.
Informational or Planning—Solicita- 1-309
Hand tools..__ . ___________ 5-1201.2 tions.
16-901.4 Infringement. See PATENTS.
16-902.5 Initial costs. See PREPRODUCTION
Head of a Procuring Activity_________ 1-201.7 AND START-UP COSTS.
Home office expense—construction..___ 15-402.3 Inspection and acceptance .. _________ Sec. XIV
Household type equipment, taxes______ 11-102.6 Acceptance, nonconforming sup- 14-205
Humane slaughter of livestock________ Sec. IV, Part 6 plies or services.
7-104.30 Acceptance, relation to inspection. 14- 101
14- 201
Importation of war materials. See 14-203
EMERGENCY PURCHASES OF Clauses. - - oo oo 7-103.5
WAR MATERIAL ABROAD and 7-203.5
FOREIGN PURCHASES. 7-302.4
Imprest funds_______________________ 3-604 7-402.5
Improper influence. .. _______________ 1-504 Cognizance_____________________ 14-102
Incentive: 14-204
Cost-plus-incentive fee contracts__. 3-404.4 Contractor’s certificate_. .. _______ 14-204
Fixed-price incentive type con- 3-403.4 Contractor’s system of - _ _._______ 14-101
tracts. 14-104
Performance-incentive contracts. __ 3-406.2 Coordinated procurement._______. 5-1114
Price Revision clause_ . _ _________ 7-108 14-102
Value engineering incentive con- 3-406.3 14-204
tracts. Cost-type contracts .- - _________ 7-203.5
Includes, defined . . _ . _______________ 1-201.8 7-402.5
Indemnification of contractor. See Definition_ - _______________ 14-100
INSURANCE and PATENTS. Delivery point, relation to_.- .- - 14-105
Indirect costs. See OVERHEAD. 14-201
Indefinite quantity contrasts. See 14-203
OPEN END AND INDEFINITE Fixed-price contracts, defects_ - _-- 14-107
QUANTITY CONTRACTS. 14-205
Individual surety, form for affidavit.__ 16-805 Foreign Governments__ . ________ 14-109

ARMED SERVICES PROCUREMENT REGULATION
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Inspection and acceptance—Continued
Guaranties, relation to_ - . _______
Interchange agreements_ _________

Placeof _______________________

Quality control program of con-
tractor.
Rejection considerations__________

Small purchases_ . _______________
Subcontractors__________________

Insurance___________________________

Aircraft—Ground and Flight Risk
clause.

APPLovaL. s -z ome - vm s mie s s =

Automobile liability______________

Casualty . ... ___________________

Cost-type contracts_.____________
Facilities contracts_ _ ____________

Fixed-price contracts_____________

Government property. See IN-
SURANCE, GOVERNMENT
PROPERTY.

Leased facilities. .. ______________

Liability to Third Persons clause _

National Defense Projects Rating
Plan.
Premiums...cummns com pew wms sms 52
Property damage____________ .
Self-insurance___________________
Subcontractors__________________

War Projects Insurance Rating
Plan.
Workmen’s compensation.________

See also INSURANCE, GOV-
ERNMENT PROPERTY.
Insurance, government property_______

Commingled with contractor’s
property.

Contractor’s responsibility . _____

Risk of loss or damage_ ... _______

Inter-Agency Procurement. See CO-
ORDINATED PROCUREMENT.

14-203
14-101

14-107
14-205
14-106
14-101
14-108

Sec. X, Parts 3

through 7
7-104.10
10-404
10-302
10-501.3
10-501
Sec. X, Part 7
15-205.16
15-307.3(m)
Sec. X, Part 5
Sec. X, Part 6
13-411
Sec. X, Part 4

10-602.2
7-203.22
7-402.26
Sec. X, Part 7

10-702
10-501.2
10-502
10-501
10-700
10-700

10-403
10-501.

—

10-304
10-305
10-402
10-301

10-503
10-601
10-602
10-305
10-602

INDEX

Interchangeability of parts. See
STANDARDIZATION AND IN-
TERCHANGEABILITY.

Interdepartmental procurement._______

Applicability of - _ _______________

Blind-made supplies_ - - __________
Contract adjustment_____________
Economy Act, orders placed under_
Federal Supply Schedules.________
Federal Supply Schedules, manda-
tory.

Federal Supply Schedules, optional._
Federal Supply Service_._________

Federal Supply Service, manda-
tory consolidated purchasing.
Federal Supply Service, optional
consolidated purchasing.

General Services Administration
Stores Depots.

Invitations for bids. See ADVER-
TISING, FORMAL and BIDS.

Invoicing. See PAYMENT,

Military Interdepartmental Pur-
chase Request. See MILI-
TARY INTERDEPARTMEN-
TAL PURCHASE REQUEST.

Printing and related supplies______

Prison-made supplies.____________

Stores Stock catalog_ - ___________
Interest. See also COSTS____________

Internal Revenue Code_______________

International Traffic in Arms Regula-
tions.

Inventory. See CONTRACTOR IN-
VENTORY, GOVERNMENT-FUR-
NISHED MATERIAL, GOVERN-
MENT PROPERTY and TERMI-
NATION FOR CONVENIENCE
OF THE GOVERNMENT.

Invitations for bids. See BIDS.

Jewelry, taxes - .- ccsccns smmnis se sme

Job orders. See MASTER CON-
TRACTS and PURCHASE OR-
DERS.

Job site expenses—construction_ _ _ ____

Joint Army-Navy Specifications. See
SPECIFICATIONS.

ARMED SERVICES PROCUREMENT REGULATION

5-800

Sec. V, Part 5
17-208.6

Sec. V, Part 7
5-102

5-103

5-105

Sec. V, Parts 1
through 5

5-302

5-303

Sec. V, Part 2
5-203

Sec. V, Part 6
Sec. V, Part 4
12-202(ii)
5-202
15-205.17
15-307.3(n)
11-000
9-304.1

11-101.2

15-402.4
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joint Consolidated List. See also
DEBARRED, INELIGIBLE AND
SUSPENDED BIDDERS.

Joint

determination.

BUSINESS.

Joint

procurement.

See SMALL

See COORDI-

NATED PROCUREMENT.
Justice, Department of .__ .. _____.

Aliens.

also
AREAS AND
INDUSTRIES.

See ALIENS.
Area Labor Market Trends.
LABOR SURPLUS

See

DEPRESSED

Bonds for payment of .__ . _______

Construction contracts_ . _ ... _____

Convict labor__ __

Copeland Act____

Davis-Bacon Act.

BACON ACT.

Disputes_ . - . ____

See DAVIS-

Eight-Hour Law of 1912. See also
EIGHT-HOUR LAW OF 1912,

Escalation.

See ESCALATION.

Fair Labor Standards Act of 1938._

Industrial relations.

RELATIONS.
Labor

market areas.

See LABOR

See

also

LABOR SURPLUS AREAS
AND DEPRESSED INDUS-

TRIES.

Labor supply policies and sources

of information.

Labor surplus areas and depressed

industries.
PLUS

See LABOR SUR-
AREAS AND DE-

PRESSED INDUSTRIES.
Manpower assistance to contractor.
Nondiscrimination in employment.

See NONDISCRIMINATION.
Overtime pay and extra shifts.

See OVERTIME PAY AND

EXTRA SHIFTS.

Payrolls_ .. ______

Security restrictions_ . _ __________

Standards, state._

INDEX

1-601.3

See. XII
Sec. XII

1-801.2

10-101.3
10-102

10-104

Sec. XII, Part 4
7-104.17
7-203.15
7-302.14
7-402.14

Sec. XII, Part 2
12-401(b)
12-403

7-104.4
7-204.4
7-303.9
7-403.10
Sec. XII, Part 3

Sec. XII, Part 7

12-104

12-104

12-104

12-403
12-404.6

Sec. XII, Part 9
12-103

TL.abor—Continued
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United States Employment Service. 12-104

Wage rates_ __ .

Walsh-Healey

Act.

Public Contracts

See also LABOR RELATIONS.
Labor, Department of ________________

Construction contracts__ . _

Eight-Hour Law of 1912_________

Forms.

See FORMS.

Ineligible bidders, designation of . _

Regular dealer

Safety and health regulations for

ship repairing.

Surplus labor area certification__ __

Wage and Hour Division________
Wage rate determination_________
Walsh-Healey Public Contracts

Act.

Labor-hour contracts

Labor relations:

Disputes affecting military pro-

curement.

Labor surplus area concern___________

Labor surplus areas and depressed in-

dustries.

Clause. . ...

Defense Manpower Policy No. 4.__
Definitions____

Formal advertising_ - - ___________
Industry-wide or other designation

by OCDM.

Small business preference_________

Subcontracting

Tie bids...__.

Late proposals provision....________ s

Lead time.

Leases, facilities.

See PREPRODUCTION
AND START-UP.

See FACILITILS.
Legal expenses_ . _._

ARMED SERVICES PROCUREMENT REGULATION

12-102
12-301
12-303
12-601
12-701
Sec. XII, Part 6

12-404.12
12-401(d)
12-404

1-603
1-201.18
Sec. XII, Part 5

1-801.2
1-803
12-701
12-404.2

12-602.2
3-405.2

15-205.18
15-307.3(p)
12-101

1-201.9
1-801.1
Sec. I, Part 8

7-104.20
7-203.26
7-302.26
7-402.27
1-806.1
1-801
2-206
1-806

3-201
1-802
1-804
1-804.1
2-407.6
1-707
1-805
2-407.6
3-804.2
2-503.1

15-205.31
15-307.3(y)
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Less-than-carload lots. See DELIV-
ERY.

Letter contracts_____________________

Letters of intent. See LETTER CON-
TRACTS.

Liability to Third Persons clause._____

Library expenses. . .. -ccoocccocoooco-

Lifesaving equipment, marine_________

Lighting fixtures, airport__ . __________

Limitation of Cost clause.____________

Limitation on Withholding of Pay-
ments clause.

Construction contracts.__________
Termination for default._________
List of Debarred, Ineligible, and Sus-
pended Bidders. See DEBARRED,
INELIGIBLE, AND SUSPENDED
BIDDERS.
Livestock produets_ - ________________
Location allowances_ _________________
Losses as an expense_. . ______________

Luggage and handbags, taxes_________
LUMDber .o smssme smp s e sse soswss s

Machine Tools______________________

“Make-or-Buy” program_____________

Maintenance and repair costs____ _____

Manpower. See LABOR.

Manual for Control of Government
Property in Possession of Con-
tractors.

Manufacturers, construction contrac-
tors, and regular dealers____________

List of Debarred, Ineligible, and
Suspended Bidders. See DE-
BARRED, INELIGIBLE,
AND SUSPENDED BID-
DERS.

Walsh-Healey Aet_______________

7-402.26
15-306.3
5-1201.2
16-901.4
16-902.5
5-1201.3
16-901.4
16-902.5
7-203.3

7-402.2

7-104.21

1-310
7-105.5
7-304.8
8-709
8-602.7

Sec. IV, Part 6
12-105
15-205.19
15-307.3(q)
11-101.5
5-1201.1
16-901.4
16-902.5

13-101.11
B-103.11
3-902
7-104.26
7-204.20
7-303.13
7-403.14
15-205.20
15-307.3(r)

App. B
App. C

1-201.18
Sec. I, Part 9

1-201.18

INDEX

Manufacturers excise taxes. See also

TAXES.

Manufacturing and production engi-
neering costs.

Marine equipment___________________

Marking. See PACKAGING, PACK-
ING, AND MARKING.

Master contracts_ - __________________

Matches, tax%€8. o o v, oo

Material, government-furnished.  See
GOVERNMENT-FURNISHED
MATERIAL.

Materials:
Bill of. See BILL OF MATE-
RIALS.
Buy American Act_______________
Costs_ . _______
Escalation. See ESCALATION.

Foreign purchases. See FOR-
EIGN PURCHASES.
Government-furnished. See GOV-
ERNMENT-FURNISHED
MATERIAL.
Inspection and Receiving Report
clause.
Time and materials contracts_____
Materials handling equipment_________

May, defined. - cocimccnccnncn e s

Medical supplies. - . - - oo

Military Automotive Supplies Agency
(MASA).

Military Clothing and Textile Supply
Agency (MCTSA).

Military Construction Supplies Agency
(MCSA)

Military Department_ _______________

Military General Supplies Agency. . __

Military Industrial Supplies Agency
(MISA).

Military Interdepartmental Purchase
Request (MIPR) (DD Form 448).

Military Medical Agency
(MMSA).
Military Petroleum Supply Agency

(MPSA).

Supply

11-102
11-202
15-205.21

5-1201.2
16-901.4
16-902.5

16-503
11-102.14

6-105
15-205.22
15-303
15-307.3(s)

7-105.7
7-205.6
3-405.1
5-1201.2
16-901.4
16-902.5
1-201.10
3-207
16-901.4

16-901.4
16-901.4

1-201.5
16-901.4
16-901.4

5-1100.5
5-1106.1
5-1108
16-601

16-901.4

16-901.4

127

Military Sea Transportation Service.._ Sec. I, Part 14

Military security. See SECURITY.
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Military Security Requirements clauses.

Military Specifications. See SPECIFI-
CATIONS.

Military Subsistence Supply Agency
(MSSA).

Millwork.__ .. _________ _.___________

MI1PR. See MILITARY INTER-

DEPARTMENTAL PURCHASE
REQUEST.
Mistakes, disclosure after award_______

Mistakes, minor informalities, or ir-
regularities in bids. See BIDS.
Mobilization.
Broadening and maintaining the
base. See also BROADENING
AND MAINTAINING THE
INDUSTRIAL BASE.
Current procurement, relationship
to industrial readiness planning.
Planning . . _____________________

Modification, contract_ . _____ .. _____
Mortuary equipment and supplies___ -

Motion Pietures. - —ocmw o sooms cem

Cost and Price Analysis (DD Form
633-3).
Copyrights_ - _____ . _____________
Standard clause and deviation___ _
Motoreyeles. cxovs som s smnn 55 s saenn
Motor vehieles_ - ______________ . ___._

TLAXES: s ors S e as e S

Multishifts. See OVERTIME PAY
AND EXTRA SHIFTS.

Musical instruments, taxes_ ________ __

Mutual Security Act procurement_____

Patent rights.: - comvscws smans =

National Aeronautics and Space Ad-
ministration.

National emergency. See ADVER-
TISING, FORMAL; FIRST WAR

21 August 1961, Rev 5

INDEX
7-104.12 National emergency—Continued
7-204.12 POWERS ACT; and NEGOTIA-
7-302. 25 TION.
7-402.24 Negotiated overhead rates. See
7-504.1 OVERHEAD.
Negotiation_________________________
16-901.4 Advertising, after failure to secure
adequate response or reasonable
5-1201.1 bids by.
16-901.4
16-902.5 ARhOrity fOf. - cows sommmsnmises
Award information unsuccessful
offerors.
2-406.4 Classified procurements_ _________
3-112 Clearance. See BUSINESS
CLEARANCE and CLEAR-
ANCE.
Competition, relation_ . __________
1-706.1
1-708
Condueting._ - - _________________
1-307.1
1-708 Construetion____________________
3-216
1-201.2 Contract type, criteria for selecting
5-1201.1 the appropriate.
16-901.4 Cost and price analysis___________
16-902.5 Defined - ______________________
3-210.2 Determinations and findings. See
9-205.2 also DETERMINATIONS
16-206 AND FINDINGS.
9-202.5
9-204.2
5-1201.1
5-1201.1 Determining the method of pro-
16-901.4 curement.
16-902.5 Educational institutions__________ )
11-102.2 Foreign purchases. .. __________ e
11-104 Formal advertising, distinguished
from. !
Forms. See also FORMS________
11-102.8 Information, means of collecting___
6-000 Labor surplus areas_ . ____________

Sec. VI, Part 7
Sec. IX, Part 3

10-403 Medical supplies_. - - _____________

9-203.1 . s

9-107.2 Motion pictures_ .. ______________
National emergency, authority

Sec. V, Part 10 during.

Notice of award_________________
“Otherwise authorized by law”’____
Overhead rates, negotiated. See

9-107.7

ARMED SERVICES PROCUREMENT REGULATION

1-300

Sec. II1

2-404

3-210.2

3-215

3-302(v)

1-404

Sec. III, Part 2
3-106

3-212

1-300

3-101

3-108

3-210

3-801.2

3-804

3-805

3-218

4-103

Sec. III, Part 4

3-806
1-201.11
3-102
3-201
3-202
3-211
3-215
Sec. III, Part 3
5-1106.2
3-102
3-803
3-205
3-206
3-101

Sec. XVI, Part 2
1-905.1

Sec. I, Part 8
3-101

3-201

3-207

3-210.2

3-201

16-203.2
3-217
Sec. III, Part 7
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INDEX
Negotiation—Continued Nondiscrimination—Continued
also OVERHEAD. 7-204.16 Aliens, employment of . _ _ ________ 12-901
7-403.9 Clause_ - _______________________ 7-103.18
Personal services contracts________ 3-204 7-203.18
Preparation for____________._____ 3-101 7-302.17
3-108 7-402.17
3-802 12-802
Price negotiation principles. . _____ Sec. III, Part 8 17-206
Pricing techniques_______________ 3-807 Contact with President’s Com- 12-807
Professional services contracts..___ 3-204 mittee.

Proposals and quotations, analysis Debarment_____________________ 1-604.2
of. See PROPOSALS. Educational responsibility_________ 1-903.1
Public exigeney - - - ______________ 3-202 12-806.2

Records of conference_____._______ 3-705(e) Emergencies or special require- 12-804
Reports. See REPORTS. ments.
Request for proposal and request Forms__________________________ 12-806.3
for quotation. 16-201 Responsible contractor___________ 1-903.1
16-203 Nondomestic construction material____ 6-201.6
Resale supplies__________________ 3-208 6-204.4
Research and development.________ 3-107.5 Nonrebate of Wages clause_ __________ 12-403
3-211 Notice and Assistance Regarding Pat- 7-103.23
Small business. See also SMALL 3-101 ent Infringement clause. 7-203.24
BUSINESS. 3-201 7-302.22
Small purchases. See also SMALL 3-203 7-402.21
PURCHASES. Sec. III, Part 6 9-104
Sole sourees_ .. _ __ . ______________ 3-210.2 Notice for qualified products pro- 1-1105.2
3-807.6 curement.
Solicitations — informational or 1-309 Notice of intent to establish a qualified 1-1103.1
planning. products list.
Standardization and interchange- 3-213 Notice of Labor Surplus Area Set-Aside. 1-804
ability, in the interest of. Notice of Late Bid_ _ . ... ____.__.__ 2-303.6
Statement of justification. See Notice of Shipments clause. . _________ 7-105.4
DETERMINATIONS AND 7-304.5
FINDINGS. Notice of Small Business Set-Asides__. 1-706
Subcontracts. See SUBCON- Notice to Supplier (Unpriced Purchase 3-610.2
TRACTS. Order).
Synopses of proposed procurement_ Sec. I, Part 10 Notice to the Government of Labor 7-104.4
Technical or specialized supplies 3-108 Disputes. 7-204.4
requiring further developmental 7-303.9
work. 7-403.10
Technical or specialized supplies 3-214 Novation agreements_ _______________ 16-505
requiring substantial initial in-
vestment. Obligation of funds:
Techniques_ - ________________ Sec. III, Part 8 Coordinated procurement_________ 5-1107
Termination settlement. See Transportation costs_____________ 5-1117
TERMINATION FOR CON- See also APPROPRIATIONS
VENIENCE OF THE GOV- AND FUNDS.
ERNMENT. Ocean carriers, preference for U.S______ Sec. I, Part 14
Transportation  considerations. 3-210.2 Officials Not to Benefit clause_..______ 7-103.19
See also TRANSPORTATION. 7-203.19
Utility serviees_________________ 3-210.2 ey
See also PRICING, PROPOSALS, 7_503'5
and REQUESTS FOR PRO- Off-the-shelf items___________________ 9-205.1
POSAL. Escalation clause________________ 7-106.3
Noncompetitive practices. .. ___.______ 1-111.2 0Oil, tax exemption on lubricating______ 11-102.5
Nondiscrimination___________________ Sec. XII, Part 8 Open end and indefinite quantity 3-405.5
Administration. .. ..o oooooo___ 12-806 contracts.

ARMED SERVICES PROCUREMENT REGULATION
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INDEX
Options. - cov e cvimcic s ce cmee Sec. I, Part 15 Patents—Continued
ClaNBeE e = o mmiewn s sein e 1-1506 Atomic energy. - -cu iimmmsm g 9-107.4
Organization costs__ _________________ 15-205.23 Bonds: -occovovinnzocsnaes cnas 10-101.5
Overhead: 10-106
Allocation_ _____________________ 15-306 Civil defense____________________ 9-107.5
Allowable costs__________________ 15-304 Clauses. .- _________ 7-103.22
15-306 7-103.23
Auditing eriteria. - .o ocoonciconnn Sec. III, Part 7 7-104.5
ClAUBEE. - ~mim o mmm mmimims 2 2t S5 3-704 7-104.6
Coordination____________________ 3-706 7-104.7
Definitions_ . - __________________ 3-701 7-104.8
Depreciation. See DEPRECIA- 7-203.23
TION. 7-203.24
Negotiated overhead rates______ _ 3-404(a) 7-204.5
Sec. III, Part 7 7-204.6
7-204.16 7-204.7
7-403.9 7-204.8
Research and development con- Sec. III, Part 7 7-302.22
tracts. 7-302.23
See also COST AND PRICE 7-303.2
ANALYSIS. 7-402.21
Overtime and extra shifts_____________ 12-102 7-402.22
Overtime premiums__________________ 15-205.25 7-403.2
Payment clause_ ______________ _ 7-104.27 7-503.9
7-203.27 Sec. IX, Part 1
7-303.14 Comprehensive license . __________ 9-107.1
7-402.28 Contracting officer’s duties . .. ____ 9-107.1
12-102.3(c) Copyrights. See DATA.
Costs _ - .. 15-205.26
Packaging, packing and marking______ 1-1204 15-307.3(u)
Marking of shipments___________ 1-1306 Government acquisition of title____ 9-107.1
Offshore procurement____________ 1-1205 Government-owned __ ____________ 9-109
Special tooling._ _ .. ______________ B-401 9-110
C-307 Indemnity provisions . _ .. ________ 2-407.8
Specifications_ ______ ___________ 1-1204 9-103
Paints and sealers_ ... __________._._ 5-1201.2 Independent research programs____ 9-107.6
16-901.4 Infringement, alleged . . __________ 9-104
16-902.5 9-105
Panamanian supplies_ .. _____________ 6-103.6 Infringement, authorized _________ 9-102
6-203.3 Inventions, disclosure of ._________ 16-809
6-204.6 License policy...coommeccwone smee 9-107.1
Paper and paper products_ _________ ._ 5-1201.1 License rights___________________ 9-107.2
16-901.4 9-107.3
16-902.5 16-809
Partial payments: NASAClause_ - .- ____ 9-107.7
Clauses_ _ _ _____________________ 7-103.7 Personal service contracts - - - ____ 7-503.9
7-203.4 9-108
7-302.2 Product improvement, programs__. 9-107.6
7-402.3 Research and development con- 9-110
7-503.2 tracts. See also RESEARCH
Termination financing_ ___ _______ 8-212.1 AND DEVELOPMENT CON-
8-802.10 TRACTS
Parts, procurement of ._______________ 1-313 Royalties, adjustment of - _______ 9-111
Follow-on procurement of parts 6-605.4 Royalties, cost allowability . - _____ 15-205.36
(Canadian). 15-307.3(f)
BaAtenta. oo somamrme o commeees s Sec. IX, Part 1 Royalties, reporting of - __________ 9-110
Application for, classified ma- 9-106 16-806
terial. Subject invention________________ 9-107.2(b)
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Patents—Continued
Technical personnel______________
Title rights_ - _ - _________________
Payment:
Barter in lieu of money_ - - _______
Clavses. oo cne oo cmmsimmas

Delivery point, relation to________
Fixed-price contracts_____________

Termination claims______________
Vouchers

See also ADVANCE PAYMENTS,
PARTIAL PAYMENTS.
Payment bonds. See BONDS.
Payment by Barter clause____________
Payroll Records and Payrolls clause__ -

Penal sum or amount . _______________
Pens, pencils, lighters, taxes__________
Pension and retirement costs__________

Performance, insuring________________
Bid guarantees__________________

Default elause: « - oe sommw—on cms -

Delinquency record______________
Performance bonds. See BONDS.
Performance-incentive contracts_______
Performance of Work by Contractor

clause.
Personal services, compensation for____

Personal services contracts___.________
Patent rights and copyrights______

Pest control agents_ _________________

Petroleum and petroleum products:
Definitions______________________
DMP industry notification________

Small business definition__________
Phonographs and records, taxes . .. ____

INDEX

9-107.2(b)
9-107

Sec. 1V, Part 5
7-103.7
7-104.21
7-203.4
7-204.18
7-302.2
7-303.10
7-402.3
7-403.12
7-503.2
14-202
7-302.2
14-202
8-212
8-404
16-303.3
16-504

4-502
7-104.1
7-303.1
7-403.1
12-403
10-101.10
11-102.13
15-205.27
15-307.3(v)
1-305
10-102
10-103
7-103.11
8-707
1-903.1

3-406.2
4-104.2

15-205.6
15-307.3(f)
3-204

Sec. VII, Part 5
7-503.9

9-108

5-1201.2
16-901.4
16-902.5

Photographic equipment _ _ ___________

Taxes_ .. ______________
Planned emergency producer__________
Plant clearance. Seealso TERMINA-
TION FOR CONVENIENCE.

Plant cognizance procurement. See
COORDINATED PROCURE-
MENT.

Plant and equipment costs-construc-
tion.

Plant equipment.
TIES.

Plant protection_____________________

See also FACILI-

Plant reconversion___________________
Plywood____________________________

Precontract costs___ . ________________
Preference for Certain Domestic Com-
modities clause.

Preference for United States—Flag
Vessels clause.

Preproduction and start-up costs.____

Preproduction samples and tests . _____

Preresearch agreement costs _ _ ________

Price analysis. See COST AND
PRICE ANALYSIS.

Price differentials. See BROADEN-
ING AND MAINTAINING THE
INDUSTRIAL BASE and BUY
AMERICAN ACT.

Price redetermination.
DETERMINATION.

Price Reduction for Defective Pricing
Data clause.

Pricing:

Certificate of current pricing data_ _

See RE-

Contract cost principles. See
also COSTS.

Discounts. See DISCOUNTS.

Facilities contracts. See also

FACILITIES CONTRACTS.
Fees. See FIXED FEE.
Government-provided property____
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5-1201.3
16-901.4
16-902.5
11-102.10
1-302.5
8-101.12

15-402.1
15-402.2
8-101.13

15-205.28
15-307.3(w)
15-205.29
5-1201.1
16-901.4
16-902.5
1-201.12
1-905.4
1-907
15-205.30
6-305
7-104.13
7-204.13
7-303.5
7-403.6
16-202
1-1404
7-104.19
7-104.36
7-204.17
3-214
2-201
15-307.3(x)

7-104.29
7-303.16

3-807.7

Sec. VIII, Parts 2
and 3

Sec. XV

13-406 through
13-409

B-302
C-207.10
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Pricing—Continued

Individual contracts _ ____________

Letter contracts_________________

Negotiation principles. See also
NEGOTIATION.

Overhead. See OVERHEAD.

Overtime. See OVERTIME PAY
AND EXTRA SHIFTS.

Profit. See PROFIT.
Quotations on cost basis__________
Request for proposal _.____________
Selection of the contract type____-
Subcontraets. - co- - v-snssesnans
See also COST AND PRICE
ANALYSIS, ESCALATION,
REDETERMINATION, etc.
Printing and related supplies__________
Priorities and allocations _ ____________
Business Defense Services Admin-
istration.
CIaUBe. o oo oo s m s e

Manual . _:ccieie e snonsasew
Prison-made supplies_________________

Private United States vessel . _________
Procurement action reports___________
Procurement, defined_________________
Procurement responsibility____________
Procurement Summary, Monthly (DD
Form 1057).
Procuring activities of the armed serv-
ices.
Authority_______________________
Procuring department________________
Production  equipment. See  also
FACILITIES.

Production pools_____________________
Professional service costs _____________

Fixed fee, relation to____ _________

Fixed-price incentive type con-
tracts, profit formula.

No-profit situations______________

Policy for allowing_______________

Profit pattern in financial analysis_
Time and materials contracts _ ____
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INDEX

3-405.3

Sec. V, Part 6
1-307
1-307

7-104.18
7-204.15
7-303.6
7-403.7
16—-202

1-307

Sec. V, Part 4
12-202(ii)
1-1401

Sec. XVI, Part 9
1-201.13

Sec. I, Part 4
16-902

1-201.14

1-401
5-1100.4
8-101.15
8-505
13-101.10
13-603
B-103.10
1-302.3
15-205.31
15-307.3(y)
3-204
3-808
3-404.3
3-403.4

3-404
3-806
8-303
3-806
3-405.1(a) (i)

Profit—Continued
Unreasonable . __________________
See also FIXED FEE.

Progress Payments c¢lause_____________

Property administrator. See also
GOVERNMENT PROPERTY.

Property, contractor-furnished. . _ _____

Property, government-furnished. See
GOVERNMENT - FURNISHED
PROPERTY.

Property, Government. See
ERNMENT PROPERTY.

Property, industrial. See GOVERN-
MENT PROPERTY.

Property, personal .__________________

GOV-

Disposition costs_ - _____________

Property; reali: .z socssensasmmoccnss

Lease and rental - _ _ _____________
Records________________________

Utility distribution system__.______
See also FACILITIES and GOV-
ERNMENT PROPERTY.
Property Rights in Inventions—NASA
clause.
Proposals:
Cost allowability . . ______________
Disclosure of data_ . ____________
Noncompetitive_ . _______________
Safekeeping___ . _________________
Termination settlement proposal.
See TERMINATION FOR
CONVENIENCE OF THE
GOVERNMENT.
Time allowed for submission of
request.
See also NEGOTIATION.
Proprietary data_ _ __________________

Protests against award_______________

Public exigency—negotiation authority -
Public information service costs______.

Public Law 85-804, 50 U.S.C. 1431-
1435.

Publicizing award information_________
Purchase descriptions________________

ARMED SERVICES PROCUREMENT REGULATION

7-104.35
7-204.26
7-303.23
E-510
B-103.2

8-101.4

13-101.1
13-101.9
15-205.32
15-307.3(z)
13-101.1
B-103.4
B-103.6
C-103.4
13-601.3
B-304.4
B-401
C-306
B-103.7

9-107.7

15-307.3(aa)
3-109
1-111.2
3-109

3-804.2

1-304
9-102(b)
2-407.9
3-111

3-202
15-307.3(bb;
17-501

1-1006
1-1206
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Purchase order:
Blanket purchase orders._________
DD Form 1155 _____________
Job orders (DD Form 731-1)_____
Request for quotation (Standard
Form 18).
Small purchases. .« cow som sxe wmens

Standard Form 44_______________

Unpriced. - ____________________
See also FORMS.
Purchasing system review_ ___________

Lists, justification_ ______________
Military Index of Specifications
and Standards.
Military Manual
Products Lists.
N ot co
Procurement____________________
Qualification and testing proce-
dures.
Small business set-asides_ ________
Quality control, contractors’ system___

for Qualified

Quality Control System clause________

Quotations:

Fixed-price_ . ___________________
See also NEGOTIATION
PROPOSALS.

Radio and television sets, taxes_______
Railway equipment__________________

Real and personal property. See
PROPERTY, REAL: PROPERTY,
PERSONAL: GOVERNMENT
PROPERTY: and TAXES.

Rearrangement and alteration costs___

Reconversion costs_ - - _______________

Records, contractor__________________

Clauses_ . _ _____________________

Exemption from Examination of
Records requirement.

Government property. See GOV-
ERNMENT PROPERTY.

16-201

3-602
3-607
3-605
16-302
3-610

3-903

Sec. I, Part 11
1-1104
1-1102
1-1101

1-1101

1-1103
1-1105
1-1103

1-706.2
14-101
14-104
7-104.28
7-204.10
7-303.15
7-403.15

16-201.2
16-201.2

11-102.7
5-1201.1
16-901.4
16-902.5

15-307.3(cc)
15-307.3(dd)
12-404.6
7-104.15
7-203.7
7-302.6
7-402.7
12-403
17-206
6-701

INDEX

Records, Government. See DOCU-
MENTATION OF PROCURE-
MENT TRANSACTIONS and RE-
PORTS.

Recruiting costs_____________________

Redetermination_ _ __________________

Contingeneies___________________

Cost and price analysis (DD Form
784).

Firm fixed-price contracts, relation
to.

Modified retroactive and prospec-
tive price redetermination for
follow-on contracts.

Prospective periodic price rede-
terminations at stated intervals.

Prospective price redeterminations
on request.

Retroactive and prospective price
redetermination at a stated time
prior to completion.

Retroactive and prospective price
redetermination including fur-
ther prospective redetermina-
nation on request.

Retroactive price redetermination
after completion.

Refrigeration equipment, taxes________

Refunds, voluntary. See VOLUN-
TARY REFUNDS.

Regular dealers. See MANUFAC-
TURERS, CONSTRUCTION
CONTRACTORS AND REGU-
LAR DEALERS.

Regulations and directives, procure-
ment:

Deviations. oo o wown o s s
Implementation_________________
Preparation of - - ________________

Renegotiation clause_________________

Rental. See FACILITIES and PROP-
ERTY, REAL.
Reports:
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15-205.33
15-307.3(ee)
2-104.4
3-403.3
3-403.3(c)
7-109
3-403.3
16-207

3-403.3

3-403.3(b) (6)

3-403.3(b) (1)
3-403.3(b) (2)

3-403.3(b) (3)

3-403.3(b) (4)

3-403.3(b) (5)

11-102.6

1-109
1-104
1-101
1-105
1-106
1-108
1-112
7-103.13
7-203.13
7-302.12
7 402.12

16-3082~ /0

10-108

Sec. XVII, Part 4
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INDEX
Reports—Continued
Departmental__..____.___________ 1-110
1-111
1-702(c)
1-1405
3-103
3-211.4
3-216.4
Fraud or other illegal conduet, 1-111
suspected.
Individual Procurement Action Sec. XVI, Part 9

Report (DD Form 350).
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Research and development—Continued

Negotiation authority____________

Overhead.
HEAD.

See

also OVER-

Patent applications on classified

material.

Patent infringement_________ _

Patent rights__ ___

Negotiated procurement__________ 3-103
Royalty, contractor’s reporting____ 9-110
16-806 Pools. .. ______ ______
Shipping . - - .. ________________ 1-1405 Production contracts, restrictions
Small Business Subcontracting 1-707.5 on premature combination with.
(DD Form 1140). Publiiby.ce —nwwespe smmsme mos
See also DOCUMENTATION OF Responsibility standards. . ____ .
PROCUREMENT TRANS- Selection of contractors_ . ______ __
ACTIONS and FORMS. Special tooling._ ...
Reports of Work clause_ . ____________ 7-304.7 Summary Cost Estimate (DD
7-404.6 Form 633-4).
. . See also EDUCATION AND

Representation—Contingent Fees 1-506 NONPROFIT INSTITU-

clause. TIONS.

Request for proposal ... ______________ 3-802.3 Research, university .. ___ ___________
Availability ____________________ 1-1002 Rescue equipment (airport).._________
Barter arrangements_____________ Sec. IV, Part 5
Cost-type quotations__.__________ 16-201.2
Data furnished to support__.____. 9-202.6 Residual powers_____________________
Forms, proposal and quotation. 16-201 Responsible prospective contractors___

See also FORMS. 16-203 Responsibility for Supplies clause______
Late proposals_ ... ... 3-804.2 Retailers excise taxes. See also
Restrictions on disclosure of data 3-109 TAXES.

in proposals. Revision of contracts. See CHANGES
Small business_ . _.______________ 1-706.5 and AMENDMENTS.

See also PROPOSALS. Rights in Data. See also DATA______

Request for quotation________________ 16-201

Requiring department________ _______ 5-1100.3

Resale supplies_.____ ______________. 3-208

Research agreements_________________ 15-302.1 Royalties:

Research and development: Adjustment of - - ________________
Certificates of competency________ 1-705.6 Clalse . oz s sem s secmmmmas smos
Clauses, cost-type. . .____________ Sec. VII, Part 4

9-102.2
Clauses, fixed-price. . ____________ Sec. VII, Part 3
8-710
Contract definition_ - ____________ 7-301 Contractor’s reports. - .- _________
7-401
Copyrights_ - ___________________ 9-202.1(c) CostS. - - oo .
Cost principles. - . __ ..o oo 15-102
15-103 See also PATENTS and COPY-
Sec. XV, Part 2 RIGHTS.
15-205.35 Royalty Report (Foreign and Do-
Sec. XV, Part 3 mestic), DD Form 783.
Fixed-price. . cow sompnsscscncocas 3-402(b)
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3-108

1-1003.2
1-903.2
3-107
C-103.4
16-206

3-205

5-1201.3
16-901.4
16-902.5

Sec. XVII, Part 3
Sec. I, Part 9
7-103.6

11-101

11-201

7-104.9
7-204.9
7-504.2
9-203
9-204

9-111
7-104.8
7-204.8
7-303.3
7-403.3
9-110
9-110
16-806
15-205.36
15-307.3(ff)

16-206.1
16-207.2
16-806
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Sabbatical leave costs________________

Safety and health regulations for ship
repairing.

Safety equipment (airport) .. _________

Sale. See GOVERNMENT-FUR-
NISHED MATERIAL and GOV-
ERNMENT PROPERTY.

Samples; bid__ —-ccomacssecsassmmrnas

Scrap, salvage, etc. See GOVERN-
MENT-FURNISHED MATERIAL
and GOVERNMENT PROPERTY.

Secretary.. - cocsimne s siimaavssms Sa

Secretary of Defense, Labor,
State, Treasury, etc. See wunder
DEPARTMENT titles: e.g. DE-
FENSE, SECRETARY OF, etc.

Security:

Aliens, employment of - _ _________
Classified procurements._ . ________

Navy,

Employees’ clearance, government
and contractor’s.

Military Security Requirements
clauses.

Patent applications for classified
material.

Security Requirements Check List
(DD Form 254).
Selling expense. See also COST AND
PRICE ANALYSIS.
Set-asides. See SMALL BUSINESS
and LABOR SURPLUS AREAS.
Settlement. See TERMINATION.
Severance pay - - - - oo oo ____

Sewage treatment equipment_ . _______

Sextants, aireraft. .- :-ccoocovsssnsssa

Shall, defined - ______________________

Shipbuilding industry—DMP notifica-
tion.

Shipment. See TRANSPORTATION.

Ship repair services_. .. _______________

15-307.3(nn)
Sec. XII, Part 5

5-1201.3
16-901.4
16-902.5

2-202.4

1-201.15
7-103.1

Sec. XII, Part 9
3-212

3-302(ii)
7-104.12
7-204.12

16-811

Sec. XII, Part 9

7-104.12
7-204.12
7-302.25
7-402.24
7-504.1
16-811
7-104.6
7-204.6
9-106
7-104.12
16-811
15-205.37

15-205.39
15-307.3(gg)
5-1201.1
16-901.4
16-902.5
5-1201.2
16-901.4
16-902.5
1-201.16
1-806.4

16-503.1

INDEX

Ships and small eraft_ - ______________

See CLEARANCE.

Single department procurement_ _ _____
Commodity assignments__________

Single property administration________

Signatures.

Small business_ _ ____________________

Broadening the industrial base_ ___
Cortificates-ccovcciemomacoscncnn
Clauses

Concerns, designation of ._________
Definitions_ _ - __________________

Departmental advisors_ __________

Determination of status__.__.______

Director for Small Business__.____

Dominance in field of operations._ _ _

Formal advertising, procurement
by.

Joint determination (small busi-
ness set-asides).

Labor surplus area concerns_ _____
Labor surplus area set-asides._____
Negotiation, procurement by______
Notice of Small Business Set-Aside_
Regular dealer_ _________________
Restricted advertising
Set-asides—Canada______________
Set-asides, dissolution of __________
Set-asides, individual and class__ __
Set-asides, partial . _ . ____________
Set-asides, records.__________ I

Specialists_ _____________________
Subcontracting__ - ______________
Tie bids__ ... ___________ I

Withdrawal of set-asides_ _ _______
Small Business Act, P.L. 85-836_______
Small Business Administration_ _______

Certificates of competency________

Department of Defense, relations
with.

Representatives, SBA
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5-1100.2
5-1201
B-202
C-202
1-302.3
Sec. I, Part 7
3-101
1-706.1
1-701.1(e)
7-104.14
7-203.9
7-302.8
7-402.9
1-701.1
1-201.17
1-701
1-704.2
1-703
1-704.1
1-701.1(b)
2-206

1-705.3
1-705.5
1-706
1-701.1
1-803
3-101
3-201
1-706
1-701.4
1-706
1-706.1
1-706.7
1-705.3
1-706.6
1-706.9
1-706.5
1-701.1
1-704.3
1-707
2-407.6
2-407.7
1-706.3
1-700
1-703
1-705
1-705.6
1-704
1-705
1-705
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INDEX
Small purchases_ ... _________________ 3-203 Special tooling—Continued
Sec. III, Part 6 Facilities, relation to_____ .. _____ 13-101.5
5-1103.3 13-101.9
16-301 Fixed-price contracts, clauses_._.  7-104.25
16-501.1 13-504
Blanket purchase order___________ 3-606 13-505
Competition_ ___________________ 3-603 Fixed-price contracts, contractor- 13-302
Formal contract_________________ 3-607 acquired under contract price. 13-303
Imprest fund. . __________________ 3-604 Fixed-price contracts, contractor- 13-302
Inspection______________________ 14-106 acquired as end item. 13-303
Open market methods, choice 3-602 Fixed-price contracts, Govern- 13-301
among. ment-furnished.
Purchase invoice_________________ 3-607 Foreign governments—use on Sec. XIIl, Part 7
16-302 work for.
Purchaseorder__________________ 16-302 Government-furnished, cost con- 13-102.2
16-303 siderations.
Sole sources_________________________ 3-807.6 Government-furnished material, 13-101.4
Negotiation vs advertising________ 3-210.2 relation to. 13-101.9
See also BROADENING AND Marking_ . _____________________ B-401
MAINTAINING THE IN- C-307
DUSTRIAL BASE. Material and facilities, distin- 13-101.6
Solicitations: guished from.
Informational or planning__ ______ 1-309 Records---- .- .- —-..-ccczcczeans B-304.2
2-105 C-306
Research and development________ 3-107.4 Research and development con- C-103.4
Sources of supply_ .. _________________ 1-201.18 tracts.
1-302 Subcontractors. - .. __________._._ 13-304
3-802.2 Title. - ____ 13-303
9-202.3 13-307
Established supplier______________ 1-701.2 See also GOVERNMENT PROP-
Potential supplier________________ 1-701.3 ERTY.
Research and development con- 3-107 Specifications_ - - - --s-ccccmscmmes o= Sec. I, Part 12
tractors. Advertised procurement__________ 2-201
Source list, adequacy of .. ________ 3-101 Availability . _________________ 1-1003.7
See also BROADENING AND Brand NAMes.. oo wmwonsrn snsmss 1-1206
MAINTAINING THE IN- 2-201
DUSTRIAL BASE and MAN- Competition_ ___________________ 3-210.2
UFACTURERS, CONSTRUC- Coordinated procurement_________ 5-1106.4
TION CONTRACTORS AND Defense Standardization Program_ Sec. I, Part 12
REGULAR DEALERS. Departmental. ... -cssowe pac s Sec. I, Part 12
Soviet-Controlled Areas clause_ _______ 6-403 Exemptions_____________________ 1-1202
7-103.15 Federal . . _ _____ e emm—m——————— Sec. I, Part 12
7-203.25 Formal advertising, relation to____ 2-201
7-303.8 Inadequate. .c..-scene sdnsacine 1-1202
7-403.8 Mandatory.- .. .ccovccomcmmacanax 1-1202
16-202 Military . ____. Sec. I, Part 12
Special services costs_ . ______._______ 15-307.3(hh) Military Index of Specifications 1-1101
Special tooling_ _____________________ 3-214.2 and Standards.
8-101.22 Offshore procurement____________ 1-1205
13-101.5 Packing and marking____________ 1-1204
13-102.2 Purchase descriptions__ ._____.___ 1-1206
Sec. XI1II, Part 3 2-201
B-103.14 Sponsoring ageney.___ - _____________ 15-302.4
C-103.4 Sporting goods taxes_________________ 11-102.9
Commercial use. .. ______________ 13-306 Staff benefits costs_ _________________ 15-307.3(ii)
Costs. - ____ 15-205.40 Standard commercial items. See also 9-201(d)
Cost-type contracts._______ .. ____ 13-305 OFF-THE-SHELF ITEMS.
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INDEX

Standard costs. See COST AND
PRICE ANALYSIS.
Standard forms. See FORMS.
Standardization and interchangeability . 3-213
Determination and findings____ .. _ 3-302(iii)
Standards of conduct. See CON-
DUCT, STANDARDS OF.
Standards of Work clauses___. .. _____ 7-302.3

Subcontracting—Cpntinued
Termination. See also TERMI-
NATION.
Utilization of Concerns in Labor
Surplus Areas clause.
Subcontract clauses__________________

Starting load. See PREPRODUC-
TION AND START-UP COSTS.
Start-up. See PREPRODUCTION
AND START-UP COSTS.
Statement of Eligibility (Humane 4-605

Slaughter Act). Subcontracts defined___ _ _____________

Stevedoring contracts_ - - ___________ 3-210.2 Subsistence: -« s s s oo mm st B
16-502 Supplemental agreements, defined______
Stop Work Order clause_ .- . __________ 7-105.8 Supplies, defined. - __________________
7-205.7 Sureties. See BONDS.
7-304.6 Surplus labor areas. See LABOR
7-404.5 SURPLUS AREAS.
Storage agreements__________________ 8-511 Surplus property. See GOVERN-
Strikes. See LABOR RELATIONS. MENT PROPERTY.
Subcontracting.__ ... _______________ 3-807.5 Survey, pre-award. See PRE-AWARD
Sec. III, Part 9 SURVEY.
Bond information_______________ 10-104.3 Synopses. See also DISSEMINA-
Competition__ 3-807.5 TION OF PROCUREMENT IN-
Construction____________________ 4-104 FORMATION.
12-403 Exceptions: - -z covmmoscoromsaee
12-404.5
Encouragement of ... ____________ 7-104.14 Tankers____________________________
7-203.9 Target drones and spare parts_________
Facilities provided for Govern- i (O R S

ment property. See GOVERN-

MENT PROPERTY.
Inspection__ - _ . _____________ 14-101 Exemptions and exemption cer-
14-108 tificates.
Insurance. ... _________________ 10-501
10-700
Labor surplus area concerns__ ____ 1-707
1-805 Facilities and services.___________
“Make-or-Buy” program_________ 3-902 Federal excise___________________
Mandatory_ . ___________________ 7-104.14
7-104.22 Federal excise, exemptions________
Nondiserimination_____________ __ 12-802 Federal State and Local Taxes
Payment bonds. See BONDS. clause,
Pricing. - ooccwmne o cmn e wne 3-807.5

Prime contractor’s practices, in- 3-807.5
fluence on profit or fee negotia-

tions.
Publicizing opportunities_________ 1-1003.3 Foreign. See FOREIGN PUR-
Purchasing activity’s responsi- 1-906 CHASES.
bility. 3-101 Manufacturers excise taxes._ . __.__
Purchasing system review____ ___ 3-903
Small business program, relation 1-707 Retailers excise taxes____________
to.
Special tooling__________________ 13-304 State and loeal . _ ________________
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12-403

7-104.20
7-203.26
3-903
7-104.1
7-104.23
7-203.8
7-204.1
7-303.1
7-303.12
7-402.8
7-403.1
7-103.1
3-209
1-201.19
1-201.20

Sec. I, Part 10

1-1003.1

1-1401
16-901.3
Sec. XI
15-205.41
15-307.3(jj)
11-205
11-301
11-302
11-403
16-804
11-103
Sec. XI, Parts
1&2
Sec. XI, Part 2
7-103.10
7-205.5
7-302.7
11-401
11-402
16-202

11-102
11-202
11-101
11-202
Sec. XI, Part 3
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Taxes—Continued

Taxes clause_ - ________

Transportation
Use tax on highway motor vehicles_
Technical assistance agreements
Technical information. See also DATA _.
Telephone and telegraph equipment.___

Termination. - «---scuwccccuse
Accounting__ .. _______

Clauses_ _______________

Conference with contractor
See COST AND
PRICE ANALYSIS.

Cost analysis.

Continued portion of the contract_
Davis-Bacon Act clause
Definition of terms
Effective date of termination
Facilities contracts

Government-furnished material ___
Interest________________
Judgments______________
Material . . _____________
Other work _____________

Prime contract

Scrap warranty
Serviceable or usable property_ . __

Special machinery and equipment _ _
Special tooling_ - . _______

Subcontractors—Termination

clause.

Subcontracts, assignment of prime
contractor’s rights under.
construction con-

Subcontracts,
tracts.

INDEX

7-403.19
7-404.7
11-403.2
11-404

11-203

11-104

Sec. IX, Part 3
9-206
5-1201.1
16-901.4
16-902.5

Sec. VIII
8-207

8-802.9
7-103.21
7-203.10
7-503.7

Sec. VIII, Part 7
8-205

15-205.42
15-307.3(mm)
8-101.3
12-403
8-101
8-101.7
13-410
13-413
13-414
13-415
8-101.8
8-212.2(c)
8-208.5
8-101.9
8-101.10
8-101.14
8-504.2
8-805
8-101.18
8-101.21
8-101.22
8-510
13-301
12-403

8-208.8

12-403

Subcontracts delay in settlement__ 8-208.6

Clauses

Facilities.
Financing

Termination—Continued
Subcontracts, partial payments___ 8-212.1
Subcontracts, settlement by prime

21 August 1961, Rev 5

Contractor without need of
approval.
Subcontracts, settlement with

Government assistance.

tory.

Subcontracts, termination claims_ _

Subcontracts, termination clauses._ _

Subcontracts, termination inven-

Terminated portion of the contract_
See also TERMINATION FOR
CONVENIENCE OF THE
GOVERNMENT and TERMI-

NATION FOR DEFAULT.

date.

Cost-type contracts,

Termination for convenience of the
Government,

Accounting review

Authority for.________ . ______

Completed articles and rejects_ - _ -
Contractors’ obligations. .. _______
Cost principles, ASPR and others_ _

Cost-type contracts, audit status

discontinu-

ance and processing of ‘1034

vouchers”’.

Cost-type contracts,

Delays clause.

Cost-type contracts,

proposal.

clause.

settlement.

termination clause.

Excusable

settlement

Cost-type contracts, Termination

Determination settlement_________

See FACILITIES.
contractor

pending

Fixed-price construction contracts,

Fixed-price contracts, settlement

proposal on inventory basis.

Fixed-price contracts, settlement
proposal short form.
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8-208.4

8-208.7

8-101.23
8-204
8-205
8-307.1
7-303.1
7-403.1
8-704.2
8-706
12-403
8-513

8-101.26

Sec. VIII

8-301

8-000

8-201

Sec. VIII, Part 7

16-202

8-306

8-204

Sec. VIII, Parts
2&3

Sec. XV

8-405

8-804

8-402

8-405

7-203.11
8-708
8-803
7-402.10
8-702
8-209.7
8-212.2
8-212.1
8-703
8-802.1

8-802.3

< 7
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INDEX
Termination for convenience of the Termination for convenience of the
Government—Continued Government—Continued
Fixed-price contracts, settlement 8-802.2 Termination elaim_________ _____ 8-101.1
proposal on total cost basis. 8-101.20
Fixed-price contracts, Termina- 7-302.10 8-101.24
tion clauses. 8-209
Fixed-price contracts, termination 8-802 Termination inventory___________ 8-101.5
inventories. 8-101.25
Foreign contractor inventory_ . ___ 8-507.6 8-306
Forms_____________ . ______ Sec. VIII, Part 8 Sec. VIII, Part 5
Sec. XVI, Part 7 B-207.2
Government-furnished property, 13-201 Termination inventory, schedules__ 8-503
due to increase in. 13-301 8-513.2
Government property, responsibil- See. VIII, Part 5 8-514.2
ity for. See also GOVERN- Termination inventory, screening__ 8-503
MENT PROPERTY. 8-505
Joint settlement_________________ 8-209.6 8-513.4
No cost settlement_______________ 8-209.4 Termination for default_ .. ___________ 8-407
Notice of Termination____________ 8-202 Sec. VIII, Part 6
,8-801 8-702
16-701 Clause_ . ... _________________ 7-103.11
Partial payments pending final 8-212.1 . . . 8-707
settlements 8-802.10 Fixed-price construction contracts, 8-709
16-703 .clause.‘ '
Partial settlement. . 8-209.5 Iifxed-pr{ce contracts, constructfon- 8-603
Partial toymtnation._ 8101.11 Plxed-pr’lce contracts, contracting 8-602.5
8-204 officer’s memorandum.
Fixed-price contracts, default pro- 8-602.3
8-304
8-406 cedure.
. Fixed price contracts, Govern- 8-602.1
Plant clearance period_ . ________. 8-101.12 nvens siglih;
. . 8-503.7(b) Fixed-price contracts, liquidated 8-602.7
Property Disposal Review Board._. 8-512 damia
ges.
Research and development con- 8-213 Fixed-price contracts, repurchase 8-602.6
tracts with educational institu- Sec. XV, Part 3 of supplies.
tions, cost principles. Fixed-price r & d contracts, clause_ . 8-710
Settlement agreement___ .. ______ 8-101.19 Testing - - - - 14-100
8-209 Textile industry—DMP notification___ 1-806.5
8-806 Time and materials contracts_________ 3-405.1
16-705 Time measuring instruments__________ 5-1201.1
Settlement by determination_.____ 8-209.7 16-901.4
8-212.2 16-902.5
Settlement expenses_ - __________ 15-205.42 Time of delivery or performance_._____ 1-305
Settlement, Limitation on________ 8-308 Clauses_ .. -cs=-cccarso-ssans5me 1-305.4
Settlement payment_____________ Sec. VIII, Part 2 Tires and tubes_____________________ 5-1201.1
Settlement procedure_ . __._______ Sec. VIII, Part 2 16-901.4
Settlement proposal_ _ ___________ 8-101.20 . 16-802.5
8-307 Excise taxes_ _ __________________ 11-102.3
16-702 Title II, First War Powers Act. See
Settlement review and approval___ 8-211 FIBST WAR POWERS AG.
- 8-512 Tilil;’a?lO, United States Code, Chapter
Settlement Re}rlew Board......_.- 5211 Cost-plus-percentage-of-cost con- 3-401
Settlement with subcontractors. 8-208 traots.
See also TERMINATION. 8-806.3 Delegation of procurement au- 1-101
Short form termination clause.. .. 8-705 thority.
Special tooling_ - .. ______________ 13-301 Negotiations, conditions permit- Sec. III, Part 2
Storage agreements______________ 8-511 ting.
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Toilet preparations, taxes_____________

Tooling. See SPECIAL TOOLING.

Tooling up. See PREPRODUCTION
AND START-UP COSTS.

Total o8l - ww summenm sue s s o aves

Trailers. . ccu oo teens son mamins soe S

Training, defense. See LABOR.

Training expenses_ _ _ - _______________

Transportation______________________
Coordinated procurement._________
Cost analysis_ _ - ________________

Delivery terms__________________

Military Sea Transportation Serv-
ice.

Ocean carriers, preference for U.S__

Volume shipments_._____________

See also BILL OF LADING and
DELIVERY POINT.

Travelling expenses__ - __ _____________

Trucking, warehousing, packing and
crating industry, small business
definition.

Two-step formal advertising_ . ________

United States___ ____________________

United States Employment Service-___
United States flag vessels_____________
Unpriced purshase order______________
Use allowances for research facilities_ - _
Utility services_ .. - - . _________

Utilization of Concerns in Labor Sur-
plus Areas clause.

Utilization of Small Business Concerns
clauses.

11-101.4

15-201.1
5-1201.1
16-901.4
16-902.5

15-205.44
Sec. I, Part 13
5-1117

Sec. I, Part 13
15-205.45
15-307.3(kk)
1-1305

Sec. I, Part 14

Sec. I, Part 14
1-1302
1-1303
1-1313

2-201

11-203
1-1309

15-205.46
15-307.3(11)
1-701.1

5-1201.2
16-901.4
16-902.5
Sec. II, Part 5

1-201.21
6-101(c)
6-201.4
6-301
12-104
1-1401
3-610
3-812 -
3-210.2
Sec. V, Part 8
16-501
B-103.7
7-104.20
7-203.26
7-302.26
7-402.27
7-104.14
7-203.9
7-302.8
7-402.9
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INDEX

Value engineering incentive contracts_._
Variation in Quantity clauses_ . _______

Veneer_ . ____ __ __ o ______

Voluntary refunds_ ... _._____________
Vouchers. See PAYMENT.

Wages and hours:
Construction contracts. . _________
Department of Labor ____________
Wagerates . ... _____________

Waiver of Indemnity clause___________

Walsh-Healey Public Contracts Act____
Clause - .- - _____

Convict Labor clause, relation to__
Exemption._ .. __________________
0001 g (17 (O
List of Debarred, Ineligible, and

Suspended Bidders.
Posters (Form PC-13)
Regular dealer_ .- _____________
Reports

Rulings and interpretations_______
WArrAnty o0st8. . conrnmrmmsmmmnwmssss
Water purification equipment_________

WeBPONA o v mem s s s s

Withholding of Funds to Assure Wage
Payment clause.

Workmen’s Compensation Insurance
(Defense Base Act) clause. See also
INSURANCE.
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3-406.3
7-103.4
16-202
5-1201.1
16-901.4
16-902.5
1-317

Sec. XII, Part 4
12-701
12-102
12-301
12-303
12-601
12-701
9-103.4
Sec. XII, Part 6
7-103.17
7-203.17
7-302.15
7-402.15
12-604
17-206
12-202(i)
1-302.3(a)
12-603
16-803
1-600
1-603
16-803.2
1-201.18
16-803
16-807
12-602.2

15-205.38
5-1201.1
16-901.4
16-902.5
5-1201.1
5-1201.2
16-901.4
16-902.5
7-104.1
7-204.1
7-303.1
7-403.1
12-403
7-104.2
7-204.2
7-303.22
7-403.21
10-403



