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FOREWORD

TO ALL CONTRACTORS:

Welcome to the Federal Aviation Administration (FAA).  This guide will help you understand the basics of FAA property administration.  It provides necessary information and guidance to contractors in administering government property under a FAA contract. 

This publication replaces the 1998 edition of the manual for Control of Property in Possession of Contractors.  The revised guide was prepared by the Office of Acquisition, Quality Assurance Division, Transportation and Property Management Branch (ASU-210).

We hope this guide provides the information you need.  If you have unanswered questions, please contact the FAA Contract Property Administrator or the Branch Manager at 202-267-3416 for further assistance.



Gilbert B. Devey, Jr.








Director of Acquisitions, ASU-1
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Chapter 1                       INTRODUCTION
PURPOSE AND SCOPE OF THE GUIDE 

This Guide outlines the basic policies and procedures to be followed by contractors in the control, the accounting for, and the use of government property provided, and contractor acquired pursuant to the terms of a FAA contract.

This Guide applies to contract property administration for the management of supplies, materials, equipment and property that is furnished by the Government or acquired by a contractor, including rented or leased items.

When the generic term "property" is used, it refers to personal property and other types of property specifically identified. This Guide complements the FAA Acquisition Management System (AMS) and the Federal Acquisition Regulation (FAR), for contracts awarded by the FAA and for which FAR provisions apply.  It is a summary of FAA's policies and procedures for contract property administration.  If you need further assistance or additional information, contact the FAA Contract Property Administrator.

HOW TO USE THE GUIDE 

To help locate the information needed, this Guide is structured within the framework as shown in the Table of Contents. 

Chapter 1 contains an overview of the key players at FAA who are involved in the property aspects of the contract. 

Chapter 2 outlines the Contractor’s responsibilities and liability for government property. 

Chapter 3 is organized around the life cycle of the contract and basic Property Control System (PCS) requirements.   

These chapters apply to all contractors.

Special Consideration Chapter
Chapter 4 covers vesting of title when Contractor Acquired Property (CAP) is authorized for non-profit or educational organizations, and may or may not apply to your contract.  If your contract falls under this category, read and comply with the contents, in addition to the standard life cycle chapter.  

This Guide also contains a glossary; appendices that address forms, sensitive equipment, disposal condition codes; and an index.  A review of the glossary is suggested, to ensure that the terms used are understood (i.e., personal property, nonexpendable property and accountable property). 

KEY PLAYERS AT FAA 

The key players at FAA, regarding government property are: The Property Administrator  (PA), Technical Officer (TO), Contracting Officer (CO) and Quality Reliability Officer (QRO).  Generally, the PA coordinates administration of property requirements.  The TO provides technical direction, property management, and interfaces with the PA regarding those property requirements.  The CO authorizes the transactions and the QRO assures quality and compliance of property in the Contractor's plant. 

This section describes their overall roles in the authorization, administration and oversight of contract property. 

The Property Administrator is the designated representative of the Contracting Officer and will be identified in the contract and/or assigned by the CO’s letter of delegation.    The Property Administrator is delegated to administer the Contractual obligations related to government property and is responsible for those administration functions from acquisition to final property disposition.
The Contractor should work directly with the Property Administrator in the administration of FAA’s government property.  It is the Property Administrator's responsibility to coordinate property issues with the Technical Officer and the Contracting Officer.  The Property Administrator is also assigned the responsibility of reviewing and approving Property Control Systems (PCS) and notifying the Contractor when their Property Control System does not meet FAA requirements.  The Property Administrator is not authorized to obligate government funds, execute modifications, or otherwise make changes to the contract.

The Technical Officer is a FAA program official that is designated in the contract as the Contracting Officer’s Technical Representative.  The Technical Officer’s responsibility is to administer and monitor contract performance.

The Technical Officer coordinates the Government Furnished Property (GFP) issues with the Property Administrator and the Contracting Officer; i.e., transfers, excess property disposals, loss, damage, and theft of property, invoices identifying property purchases, etc.  The Technical Officer assures the preparation of FAA Form 4650-12 (Materiel Requisition/Issue/Receipt) to document the movement and accountability of government property.

The Technical Officer is not authorized to obligate government funds or execute contract modifications.  The Technical Officer may not grant the Contractor approval to acquire property with contract funds, nor authorize the transfer or disposal of any items. 

The Contracting Officer is the only FAA official that can authorize the Contractor to use government property or acquire property under the Contract.  The Contracting Officer's authorization will be stated in the contract, modification, or through the use of a Contracting Officer's Authorization (COA).  The Contracting Officer shall authorize any changes to the terms and conditions of the Contract.   

The Quality Reliability Officer is a designated representative of the Contracting Officer and will be identified in the Contract and/or assigned by the CO’s letter of designation.  The Quality Reliability Officer provides in-plant support to property administration activity by monitoring the Contractor’s operations.  The Quality Reliability Officer is not authorized to obligate government funds, execute modifications, or authorize changes to the contract.

Chapter 2                         CONTRACTOR







RESPONSIBILITY

AND LIABILITY

CONTRACTOR RESPONSIBILITY 

The Contractor is directly responsible and accountable for all Government property in accordance with contract provisions.  This includes Government property in the possession and control of a subcontractor.  Subcontractors are governed by the same requirements as prime contractors. The Contractor shall assure that its employees are knowledgeable of all contract terms, conditions and associated provisions.  Contractor personnel should have sufficient training in all areas of contract property administration.  

Authorization
Prior to the start of work, review the Contract concerning the authorization of property.  Refer to FAA AMS or FAR (as applicable), to determine your full requirements, responsibilities and liability for the property.  Review the detailed listing of property in the Contract to assure that the government property required to accomplish the scope of work is accurately reflected.  The listing of accountable government property should include an item description (sometimes referred to as expanded nomenclature), manufacturer's name, serial number, model number and acquisition costs. If you are provided government property not listed in the Contract, notify all of the key players in writing.  
Prime Contact
It is the Contractor's responsibility to designate an individual within its organization as the Property Custodian who will serve as the prime contact for contract property administration.  The FAA Property Administrator will contact the Contractor in writing to request the Property Custodian's name, address, and telephone number.  Promptly notify the Property Administrator of any changes.  

Maintenance of Official Records
The Contractor is responsible for maintaining the Government's official property records in accordance with the Contract terms and conditions.  

Property Control 
The Contractor will be held accountable and responsible for the control of all government property regardless of value, from the time of receipt until the disposal of each item as directed by the Contracting Officer.  The Contractor shall establish and maintain a property control system (PCS) to protect, preserve, use, maintain, and account for all government property in accordance with sound industrial practices and contract requirements.

Preaward

The Contractor may be required to provide a copy of their documented Property 

Control System to the Contracting Officer when property clauses are inserted in the solicitations.  Prior to contract award, the Property Administrator will review the Property Control System for compliance.

CONTRACTOR LIABILITY
The Contractor may be liable for government property in their possession, subject to the terms and conditions of the Contract.  The Contractor may be liable when government property is missing, damaged, stolen, or when there is evidence of improper or unreasonable consumption.  If approval of the Contractor ‘s Property Control System (PCS) is withheld or withdrawn, or if the Contractor fails to correct deficiencies identified by the Property Administrator, the Contracting Officer may require the Contractor to accept a higher level of liability for loss or damage of government property.  

CHAPTER 3

PROPERTY CONTROL SYSTEM REQUIREMENTS
PROPERTY CONTROL SYSTEM 

The Property Administrator will request a written copy of the Contractor’s Property Control System.  FAA will review the Property Control System to determine if the policies and procedures comply with contract terms and government regulations, FAA AMS 3.10.3-10 or FAR 45.502, as applicable.      

The Property Control System shall enable the Contractor to locate any item of government property within a reasonable time.  Generally, this should not exceed two working days.  The system should also provide a complete, current, auditable record of all transactions, which the Government may review as frequently as conditions warrant.

The Property Administrator may accept Property Control System approvals from other federal agencies based on interagency agreements (i.e., DCAS, Defense, etc.).

Disapproval of System 

If the Contractor’s PCS does not comply with the FAA AMS and FAR or specific contract requirements, the Contractor is given written notification of deficiencies and corrective actions are required.  If the Contractor does not promptly correct the deficiencies, the Property Administrator may recommend disapproval of the system by the Contracting Officer.  Liability for loss of or damage to government property may increase if approval is withheld or withdrawn.  
property control Elements 

The following sections briefly outline the major requirements for each element of the property control system:  

SECTION 1 - Property Management
The Contractor shall establish and maintain the property control system, policies and procedures in accordance with applicable regulations. Mechanisms for controlling the system shall be developed; i.e. internal reviews, etc.  The system shall include a resolution process for system deficiencies.  There shall also be process controls established for Loss, Damage, and Destruction (LDD) of government property.   

SECTION 2 - Acquisition

The Contractor may obtain GFP through the transfer of property from an FAA office, another contract, or by securing excess property.  The Contractor may be authorized to purchase property from GSA supply sources (Note:  This requires special contract authorization.), from a private vendor, or may be required to fabricate, lease or rent the property.  Prior to any acquisition, property on-hand shall be screened for potential use before submitting new requisitions.  

Authorization Required

Regardless of how the Contractor acquires property, the Contracting Officer shall authorize any use of government property that is accountable under a FAA contract, in writing. 

Classification of Property

The contractor shall properly classify government property as material, special tooling, special test equipment, facilities, and agency peculiar property for purposes of acquisition to preclude property from being acquired without the proper authorizations.

Unauthorized Property Acquisitions 

The Contractor shall report any unauthorized GFP or CAP to the Property Administrator, Contracting Officer and the Technical Officer.  The Contracting Officer will determine if it is appropriate to allow the Contractor to retain the property.  If the Contracting Officer grants authorization, the acquisition will be ratified and reflected in a contract modification. 

Government-Furnished Property (GFP)

The Contractor shall identify its need to the Contracting Officer, who will coordinate those requirements with the Technical Officer.  A clear definition of those needs will facilitate the authorization process.  The transaction shall be authorized prior to the physical transfer of property.  The Property Administrator will coordinate furnishing the government property to the Contractor.  Upon receipt of property, the Contractor should inspect for condition and compliance to stated need(s).  Failure of compliance should be promptly conveyed to the Property Administrator and Contracting Officer in writing.

GSA Supply Sources
GSA and Federal Supply Schedules should be considered as a first source of supply.  If the Contractor is authorized to acquire property from a GSA supply source such as FEDSTRIP (Federal Standard Requisitioning and Issue Procedures) or Customer Supply Centers, a contract clause, modification, or letter of authorization from the Contracting Officer is required. 

FEDSTRIP and Customer Supply Centers 

FEDSTRIP and Customer Supply Centers are operated by GSA to serve the retail needs of federal agencies.  Cost reimbursement contractors may also use these sources if authorized.  FEDSTRIP is used for ordering large quantities of items while Customer Supply Centers are intended for small quantity orders.  If you are interested in using these supply sources, contact the Contracting Officer for details. 

Contractor-Acquired Property (CAP)

The Contracting Officer shall authorize acquisition of accountable property (CAP) before the contractor acquires the item(s).  Acquisition of accountable property listed in work assignments, delivery and/or task orders should not occur until authorized in the Contract or subsequent modification.
Prior to authorizing the acquisition of CAP, there is a justification process and a determination of the appropriate acquisition method that is in the best interest of the Government.  The Technical Officer coordinates the analysis and the documentation of this process, called a Property Justification.  (Note:  Property Justifications are required for all leased items, regardless of value.) 

Transfer Between Multiple Contracts

If the Contractor has more than one contract with the FAA, and wants to change the accountability from one contract to another, a request should be submitted to the Contracting Officer.  If the transfer is approved, the Contracting Officer will issue the appropriate contract modification the Technical Officer will initiate the appropriate documentation, and the Property Administrator will coordinate the transfer.  All transfers shall be properly documented on FAA Form 4650-12.

Leased Property

The acquisition of leased property shall be reported as accountable property if the acquisition cost exceeds the accountable threshold, and if the lease term exceeds two months.   The report shall include acquisition value, duration of lease, expiration date, monthly rental or lease cost, and buy-out value.

The Contractor shall provide written notification to the Contracting Officer and, the Property Administrator prior to the termination of a lease arrangement, whether due to the expiration of the actual lease or the termination/expiration of the Contract.  
The Contracting Officer shall be notified in writing of any credits toward purchase of the item.  (Note: This advance notice will allow the Government to determine whether to purchase the item or return it upon lease expiration or to buy out the lease if it has not expired.)
Fabricating Equipment
If equipment, components or additional items are acquired individually and then assembled into one main unit, the Contractor shall report the acquisition of accountable items individually, as they are purchased.  The Contractor should include a statement on its Inventory Report of accountable property, that components are assembled to construct an end item.  Upon completion an end item, the report should be provided to all of the key players.  

Installed Property

The Contractor shall obtain written authorization from the Contracting Officer, or a modification letter shall be issued before installing government equipment.  Prior to installation, the Contractor should consider how the property would be removed at contract completion.  The Contractor shall provide a detailed report of removal and restoration costs, and a planned disposal method to the Contracting Officer.  This Report should include costs for installation and/or set-up and associated transportation costs.

Reimbursement for Acquisitions

Contractors generally submit SF 1034 and/or SF 1035, Public Voucher for Purchases and Services Other than Personal, for reimbursement of costs incurred under contract performance.  The Contractor shall itemize acquisitions under the "Personal Property/Equipment" category of a voucher and not simply list them as "Other Direct Costs".  The Technical Officer will receive a copy of the voucher from the FAA paying office and check the voucher entries to ensure that property acquisitions are reported and under the proper category. 

The Contractor should submit the original Inventory Report of Accountable Property to the Technical Officer.  A copy shall be attached to the voucher, to support reimbursement claims.  (Note:  If a voucher, including costs for accountable personal property items, is submitted but fails to include a copy of the Inventory Report, payment may be suspended by the Contracting Officer.) 

Subcontractor Acquisitions

The Contractor shall report any accountable property acquired by a subcontractor to the Technical Officer.  Reimbursement to a subcontractor is coordinated and processed by the Contractor.  

SECTION 3 – Receiving

Receipt of Government-Furnished Property

When the Property Administrator provides government property to the Contractor, a FAA Form 4650-12 is forwarded for signature to acknowledge receipt.  The Contractor should verify that all information recorded on the form is correct, verify the condition of the property, and ensure that it will meet the requirements of the work to be performed.  If there are any discrepancies noted, promptly notify the Property Administrator.  The FAA Form 4650-12 shall be noted, signed and returned to the Property Administrator.  

(Note: See APPENDIX A-1.)

Discrepancies in Shipments of GFP

In the event of an overage or shortage, damage noted upon receipt of GFP, or if property is unusable for any reason, the Contractor should provide a statement of the condition and apparent cause to all of the key players.  Official records should reflect the quantity actually received.  If damage occurs during shipment, file the appropriate claims with the shipping company.   Misdirected shipments shall be monitored and controlled.

Receipt of Contractor-Acquired Property

Upon receipt of all accountable property, the Contractor shall report the acquisition to the Property Administrator, Contracting Officer and the Technical Officer.

Discrepancies in Shipments of CAP

If an overage, shortage or damage is discovered upon receipt of CAP, promptly take appropriate action directly with the vendor, the supplier or shipper. 
Receipt of Component Parts

Component parts or other items acquired for addition to a piece of property that already has a decal shall be included on the Inventory Report of Accountable Property, even if the component's price exceeds the accountable threshold.  The Contractor shall include the FAA decal number of the main unit, and indicate if the components will be added to that piece of property.  The Contractor should record an entry for such costs as design, labor and transportation, if applicable.  These costs are added to the acquisition value of the item.  

SECTION 4 – Identification  

Property received shall be promptly classified, labeled or marked with a FAA Government ownership indicator.  Property identification and markings should be legible, permanent, conspicuous, and tamperproof.  This section describes requirements for decals, sensitive items, precious metals, and special test equipment. 

Decals
Decals or tags are designed to identify Agency property and to display the specific number assigned to a particular item, or to identify a specific class of property.  The FAA decal numbers should be referenced in all correspondence addressing specific property.

Items that Cannot be Labeled

Some property items cannot be labeled.  These include submersible items and those subject to chemical exposure and weather conditions.  Other items cannot be labeled because the decal will not adhere to particular surface types (i.e. pumps and some typewriters).  In such cases, the Contractor should make every effort to indelibly mark the item by painting or etching the decal number on it.  Items that cannot be labeled or otherwise marked with the decal number (i.e., platinum crucibles) are subject to appropriate additional controls.  (Note: One option for recording the decal numbers is to attach the decal to the Inventory Report that shows receipt of the item.  Stock cards may also be used for recording detailed information about the item.)

Sensitive Items
Sensitive items are property items that are highly desirable and easily converted to personal use.  Special efforts shall be made to control and protect such items. Sensitive items are classified as accountable property and shall be reported.  

(Note: SIGNATURE RECEIPTS ARE REQUIRED TO ESTABLISH INDIVIDUAL ACCOUNTABILITY FOR ALL SENSITIVE ITEMS REGARDLESS OF VALUE.) (See Appendix B.)  
Precious Metals  
When authorized, precious metals can be acquired directly or indirectly as GFP or CAP.   Precious metals are commodities requiring sensitive item accountability. 

Precious metals, such as gold and silver, may exist within the boards and wiring of certain computer and laboratory instruments.  The Contractor shall maintain a record of this information to assure appropriate recovery if outright disposal is considered. 

Special Test Equipment and Components
Special test equipment authorized as GFP or CAP under the Contract shall be marked with a serial number and FAA decal number.  If it is not feasible to mark the equipment, the Property Administrator shall be notified in writing.  Special test equipment components valued at $5000 or more, and incorporated in a manner that makes removal and re-utilization feasible and economical shall also be marked.  (Note: Off-the-shelf testing equipment is not classified as special test equipment.)
SECTION 5 – Records
The Contractor property records shall identify all types and classes of government property (expendable supplies, materials, nonexpendable personal property/equipment).  Records shall be safeguarded from tampering and/or destruction.  Separate property records should be maintained for each contract. 

The Contractor records shall ensure that the following areas of property administration, as addressed in this chapter are covered:

Property Management

Consumption

Acquisition



Utilization

Receiving



Maintenance

Identification


Physical Inventory

Records



Disposal

Reports



Subcontract Administration

Storage



Contract Completion or Termination

Movement
Audit of Records 

Contractor records shall provide a complete, current, and auditable trail of all transactions.  Those records shall be accessible to authorized government personnel.  Records are subject to review by the Government as conditions warrant.  Compliance reviews may take place at any reasonable time during contract performance, completion, termination, or any time during the period the Contractor is required to retain such records.  Records shall be retained for the time period specified in AMS 3.10.3-10 or FAR 45.505, as applicable, or for any longer period specified in the Contract. 

Basic Information 

Contractor inventory records shall provide the following information for every item of government property in your possession:

Expendable Supplies and Materials

Item description

Unit of measure 

Unit price


Contract number 

Quantity received

Location 

Quantity issued

Disposition 

Quantity on hand

Posting reference 

Nonexpendable Property/Equipment

Owned




Leased 

FAA decal number



FAA decal number 

Item description



Item description 

Manufacturer’s name


Manufacturer's name 

Manufacturer’s model number

Manufacturer's model 

Manufacturer's serial number

Manufacturer's serial number 

Actual cost of item



Monthly cost 

Acquisition date



Installation date

Contract number



Credits accrued

Government-furnished or


Contractor's current order number

  Contractor-acquired


Expiration date  

Maintenance cost



Acquisition price if purchased 

Current location



Buy-out price 

Condition Code




Fabrication Records 

If the construction of prototype or special research equipment is authorized by the Contract, the Contractor should report the components to include:  equipment, material and supplies, costs for design, and labor, along with the value.  Special test equipment fabricated from materials that are government property should be recorded as government-owned upon fabrication.  If equipment is fabricated from materials that are contractor-owned, the completed item should be recorded as government property when title passes to the Government. 

SECTION 6 – Reports  

Annual Financial Property Report 

Annually the Contractor shall provide the total acquisition cost of government property for which the Contractor is accountable under each contract, including government property at subcontractor plants and alternate locations.  The Contractor shall submit the report to the Property Administrator by October of each year. (Note:  See APPENDIX A-2.)

The report is to be supported by a property listing, at a minimum it should include:

  1.
Name, description, and National Stock Number (if furnished by the Government)

  2.
Quantity

  3.
Unit price 

  4.
Contract number 

  5.
Location

  6.
Model Number

  7.
Serial Number 

  8.
Acquisition Document Number

  9.
Acquisition Date 

10.
Property Classification

11.
Government Furnished or Contractor Acquired

Missing, Stolen, and Damaged Property – LDD Report
The Contractor shall promptly notify the Property Administrator and Contracting Officer of any loss, damage to, or destruction of government property in its possession or control, or in the possession or control of a subcontractor.  The Contractor is required to investigate the circumstances of each incident and to ensure that measures are taken to prevent reoccurrence. 

The Contractor shall report all known facts and circumstances of the case, to include the following information: 

· Description of item(s) missing, stolen, damaged, or unreasonably consumed to include condition of the item before it was missing/stolen 

· FAA decal number (if applicable) 
· Manufacturer's name and model number 

· Date the item was last inventoried 

· Cost of item and projected cost of repairs for damaged property 

· Last time the item was physically seen 

· Names of individuals who used the item 

· Names of individuals who had access to the item 

· Name of the individual who discovered it was missing 

· Date and time the item was first discovered missing 

· Actions taken to try to locate the item

· Previous similar occurrences and measures taken to prevent future occurrences 

· Other facts or circumstances relevant to determination of liability and responsibility for repair or replacement 

Any loss due to theft or suspected theft shall be reported immediately to the local police and the Federal Bureau of Investigation (FBI).  Send a copy of the police report to the Property Administrator.  The Contracting Officer will determine any liability for losses. 

Report of Accountable Property - Inventory Listing 

The Contractor shall provide an inventory listing of accountable government property to the Property Administrator for each contract.  The listing shall provide the basic information for every item of government property to include property in the possession of the subcontractor regardless of value.   (See list detailed under Annual Financial Property Report Section.)  

Physical Inventory Report

The results of a physical inventory of all government property in the Contractor’s possession and in the possession of subcontractors shall be reported.  (Note: Software has been classified by FAA as sensitive and is subject to reporting requirements.) 

The minimum information that shall be reported is as follows: 

  1.
Name, description, and National Stock Number (if furnished by the Government)

  2.
Quantity

  3.
Unit price 

  4.
Contract number 

  5.
Location

  6.
Model number 

  7.
Serial number

  8.
Acquisition Document Number

  9.
Acquisition Date

10.
Property Classification

11.
Government Furnished or Contractor Acquired

12.
Discrepancies (losses, incorrect data)  
Report of Component Parts 

The Contractor shall record the acquisition of components, accessories, improvements, alterations, and add-on’s that exceed the accountable threshold.  When reporting these items, report the decal number of the item enhanced or altered so that its value may be increased in the property records.

The Contractor shall submit any other reports as specified in the Contract to the Contracting Officer and Property Administrator.

Report of Excess 

The Contractor shall submit Inventory Schedules for all excess government property to the Property Administrator.  The Property Administrator will advise the Contractor representative of the steps that are involved and will issue final disposal instructions.
(Note:  See APPENDICES A-1 – A-11.)

Final Inventory Report

In order to facilitate contract closeout, the Contractor shall submit a final inventory report to reflect the disposal of all property, and the zeroing out of all property records for each contract.  The report shall be provided to all of the key players.  (Note:  See SECTION 15.)

SECTION 7 – Storage 
The Contractor shall protect and preserve stored government property in order to prevent loss, damage, deterioration, and unauthorized use.  The Contractor shall provide adequate/reasonable physical security for government property, making sure access to government property is limited to authorized personnel.  The property shall be clearly identified as government property and shall not be commingled with non-government property.  Hazardous materials shall be controlled in accordance with Federal, State, County and/or municipal hazardous material regulations.

SECTION 8 – Movement

The Contractor shall document internal and external movement of government property.  The physical internal movement of government property shall be documented and controlled by internal contractor custodial transfer documents, i.e. move tickets, hand receipts, issue slips and other similar documents.  Physical external relocation of government property shall be authorized and documented in writing. The Contractor shall provide adequate protection during movement.  The Technical Officer shall receive notification prior to the movement of property.   (Note:  See APPENDIX A-1.)
Trade-ins  

Trade-ins or exchanges in a contractor’s inventory may be authorized for outdated equipment, or in order to decrease the purchase cost of a new item.  This type of transaction occurs rarely and is authorized only when there is a definite advantage to the Government.  

The Contractor shall request Contracting Officer authorization to trade in or exchange government property for identical items or for newer state-of-the-art items that are similar.  This request shall be in writing, with a copy to the Property Administrator.  

Only the Contracting Officer can grant approval for the trade-in or exchange.  If the trade-in is disallowed and the Contractor has no further use for the item, the property shall go through the excess process.

SECTION 9 – Consumption
The Contractor shall establish a system to ensure that property is consumed only under contract performance.  The Contractor shall establish a first in/first out system (FIFO) for items subject to age, deterioration and warranty expiration.   A Stock Record System for consumable items and materials shall be maintained.   

SECTION 10 – Utilization
The Contractor shall establish documented methods to ensure that government property is utilized only as authorized by the Contract.  The Contractors document methods/procedures shall be in writing and adequate to assure proper use, that any required approvals will be obtained, and to provide a basis for determining and allocating rental charges, when required.  Contractual right-to-use authorization is obtained when property is used for other than its original purpose.   If the Contractor’s organization has multiple contracts with FAA, the Contracting Officer may authorize use of government property under more than one contract.  The Contractor shall require any of its subcontractors possessing and controlling government property to assure that it is used as authorized by the contract.    

SECTION 11 – Maintenance
The Contractor shall establish a scheduled maintenance program, consisting of a systematic written procedure for inspecting and servicing equipment.   The maintenance program should include preventive, routine repair and adjustment, emergency repair, and calibration.  The preventive maintenance program shall include periodic intervals inspection of buildings, plant equipment to assure detection of deterioration and the need for repairs.  Preventive maintenance shall also include a lubrication plan, equipment adjustment plan, equipment-cleaning schedules; any require precautionary measures for the proper storage and preservation of government property.  

The Calibration Control System for all measuring and test equipment shall be implemented.  The Contractor shall maintain records of all maintenance and calibration actions and the system should be capable of identifying high maintenance costs for review and necessary corrective actions. 

SECTION 12 – Physical Inventory
The Contractor shall conduct a physical inventory at the start of the Contract. 

The results of the startup inventory shall be reported to the Technical Officer.

The Contractor is required to conduct a physical inventory at least annually for government property (except material issued from stock for manufacturing, research, design, or other services required by the contract) and in its possession or control and shall cause subcontractors to do likewise.  The Contractor, with the approval of the Property Administrator, shall establish the type, frequency, and procedures for physical inventories.  The inventory shall include government property acquired, furnished, fabricated, rented and/or leased, and property in the possession of a subcontractor.  Personnel who perform inventories should not be the same individuals who maintain the property records.  The results of the inventories shall be promptly reported to the Property Administrator.  The Contractor shall as a minimum, submit a listing that identifies all discrepancies disclosed by the physical inventory and a signed statement that the physical inventory was completed on a given date and that the official property records were found to be in agreement with exception of discrepancies reported.  When requested by the Contracting Officer, the contractor’s reports of results of physical inventory shall be prepared on a quantitative and monetary basis and segregated by classification of property.

Reconciliation of Inventory

The Contractor’s Annual Inventory Report shall reconcile with the Contract property records.  The Contractor shall reconcile any discrepancies between the actual physical inventory count and the last recorded balance-on-hand.  Inventory results and discrepancies are promptly reported to the Property Administrator.  All overages or shortages discovered shall be identified and accompanied by support documentation described in the following paragraphs:

Overage Procedures 

The Property Administrator will notify the Contracting Officer and the Technical Officer of all overages. The Contractor will be requested to provide information about how
property was acquired and to justify a continued need.  The Technical Officer may initiate the Property Justification process if, retention is approved by the Contracting Officer. 

Shortage Procedures 

In the event an item(s) of Government Property cannot be located, the Contractor shall submit a statement explaining all related circumstances, including the actions taken to locate the property.  The Contractor may request relief of accountability for the item. If theft is suspected, the Contractor should report this to the local police.  The Missing, Stolen and Damaged Property Report cited in SECTION 6, outlines the required content of the Contractor’s statement.
SECTION 13 – Disposition of Excess Property
The Contractor shall report all government property that is excess to its needs to the Property Administrator.  Property may be considered excess when no longer required for contract performance or is no longer in working order and repair is considered impractical.  The Property Administrator will coordinate with the Technical Officer and the Contracting Officer to determine if the item is required on another contract or by the sponsoring program.   This is sometimes a lengthy process.  As such, the Contractor may be required to store the excess property while disposal procedures are being carried out.  (Note: The Contractor is responsible for the property as long as it has possession.) (See APPENDICES A-1 – A-11.)

Disposal Instructions

The Contractor may not dispose of any item until the Contracting Officer's approval and complete written instructions from the Property Administrator have been received.  

Specific instructions and requirements governing the preparation and submission of schedules can be found at FAA AMS Guidance T.3.10.3-8 and T3.10.3-9 and FAR 45.606.   (Note: Disposal options include transfer, donation, trade-in, sale, abandonment, cannibalization, scrapping or destruction of the property.)  
Cannibalization 

Cannibalization refers to either the alteration of a piece of government property that is generally obsolete due to age or technological advances, or the reduction of the equipment to parts in order to obtain needed components.  The Contractor is cannibalizing property when it removes serviceable parts from an item, rendering it unserviceable or reducing its value.  The Contractor may not cannibalize government property unless it has received the Contracting Officer's approval and written instructions from the Property Administrator.

Contamination
The descriptions of transfers and disposal actions contained in this Guide assume that the property involved is not contaminated.  Any contamination of personal property/equipment shall be immediately reported to both the Property Administrator and the Contracting Officer.  The Contractor is normally expected to decontaminate all items and provide certification that items are hazard-free. 

Hazard-Free Certification

The following certification, signed by the Contractor or an authorized official, shall accompany each copy of the excess declaration or final inventory when shipment from the Contractor's facility will be required:

“I certify that the listed property is free of biological, chemical, radioactive, other health hazardous contamination, and that the property is safe for shipment, except for the following line items:


*


* (Enter line item numbers or "No Exceptions")

Signature

Title and Date”

Decontamination 

The Contractor is responsible for decontaminating government property, which may have been contaminated while in the contractor's possession.  When government property is to be transferred, disposed of, or excessed, a certification that property is free from all hazards, including biological, chemical, radioactive, or other health hazardous agents shall be sent to the Property Administrator.  All transfers and disposal actions described in this Guide relate to decontaminated property.
Abandonment and Destruction
Excess property may be destroyed or abandoned by FAA only after every effort has been made to dispose of it by other authorized methods.  FAA may elect to abandon property at a site under certain circumstances during the life of a contract or during closeout.  (Note: Authorization for abandonment requires a written determination by the Contracting Officer.)  

Once abandonment is authorized, the Contractor should remove all government markings from the item.  The Contractor should prepare a certification that the item is disposed of and that it has been disposed of in a manner that does not endanger the

health and safety of the public.  This certification shall be submitted promptly to the Property Administrator.

Packing, Crating, and Shipping

The Contractor is responsible for proper packing, crating and handling of property to ensure it reaches its destination in good condition.  Shipments shall be made pursuant to the directions of the Contracting Officer or Property Administrator.

SECTION 14 – Subcontract Administration
The Contractor shall establish procedures and controls to assure that government property in a subcontractor's possession is adequately maintained, preserved, protected, and controlled.  The subcontractor shall be made aware of applicable property terms, conditions and flow-down responsibilities.

SECTION 15 – Contract Completion or Termination
At the expiration or termination of the Contract, the Contractor shall conduct a final physical inventory.  The Property Administrator may waive this requirement only when the property is authorized for use on a follow-on contract and adequate controls have been established.  

Inventory Requirements

The final inventory will cover all property items furnished or acquired under the terms of the Contract, including nonexpendable/expendable property items regardless of cost, and supply items and materiel not consumed during contract performance.  The amount of accrued lease credit for any leased property should be included on the Final Inventory.  The Property Administrator should be advised of all unusual circumstances related to the inventory.  The Final Inventory Report shall be timely submitted to all of the key players.  Failure to provide the prescribed Final Inventory will delay contract closeout and final payment.  
The Contractor is required to report a minimum of the following information on the Final Inventory:

 1.
Name, description, and National Stock Number (if furnished by the Government)

 2.
Manufacturer’s Serial Number

 3.
Manufacturer’s Model Number

 4.
Contract Number

 5.
Quantity


 6.
Acquisition Cost

 7.
Acquisition Date

 8.
Condition Code

 9.
Physical Location of Item

10.
Property Classification

11. Posting Reference and Date of Transaction

Certification

Final Inventory shall include the following certifications:


“I certify that except for items consumed in the performance of the contract, this inventory includes all materials, supplies and equipment furnished by the Government or acquired by the contractor for the account of the Government under contract number _____________________________.

“I further certify that all property is in a state free from contamination by any hazardous or toxic substances, and requires no additional clean-up or decontamination efforts.”

(NOTE:  Contractors that have no government property in their possession shall submit a certification to that effect.)

Government Terminates Contract

If the Government elects to terminate a contract for the convenience of the Government, the requirements for a termination inventory are the same as outlined for a Final Inventory.  The termination inventory will be conducted in a manner adequate for disposal purposes.

Subcontractor Inventories

Contractors shall submit a Consolidated Inventory Report of all government property, to include subcontractor inventory.  Subcontractors should report their inventories in the same detail as outlined for prime Contractors.

Follow-on Inventories

When government property under a contract is being transferred to another contract, it is recommended that an inventory is requested and conducted concurrently.  This may affect the transfer of the property, relief of liability for the closing contractor and receipt by the follow-on contractor.

Disposition of Property

The Property Administrator will provide written instructions for the disposition of property.  The Contractor may remove government property from its site only in accordance with these instructions.  The Contractor is responsible for the property until final disposition has been completed.  (Note: See SECTION 13.)
Final Property Closeout

The Contractor shall submit the final close out letter to the Contracting Officer and the Property Administrator.  This close out letter shall address the following areas:


1.  Contract Number and Type


2.  All GFP and CAP accounted for or disposed of (Including subcontractor)

3.  All materials furnished, acquired, transferred or consumed

4.  No government property remains on the Contract

5.  All records have been annotated to reflect a zero balance

6.  Property administration is therefore not required on these contracts

For cost-type contracts, the Contractor shall indicate that to the best of their knowledge, they do not expect to receive or acquire government property on the subject contract(s).  However, if the status should change, the Contractor will notify the Contracting Officer and Property Administrator immediately.

CHAPTER 4





     SPECIAL

CONSIDERATIONS
This Chapter addresses the vesting of title for property used on non-profit, educational organizations, under Research contracts.  The information that appears in Chapter 4 is supplementary to the first three chapters, and describes only additional information or special considerations.

NON-PROFIT/EDUCATIONAL ORGANIZATIONS

When Contractor-Acquired Property is authorized for a non-profit or educational organization under a FAA contract, for the primary purpose of research, there are special conditions for the vesting of title.  Except as outlined in this section of the Guide, or in the Contract, title to CAP ordinarily vests in the non-profit or educational organization working under a research contract.  However, at the FAA’s discretion, in some instances, title may vest in the Government, and the non-profit/educational organization will be subject to the requirements described in Chapters 1-3 of this Guide.

Acquisitions:  Less than $5000

If the Contractor is classified as an educational or non-profit institution, it may acquire and retain title for any items of personal property costing less than $5000 acquired on a reimbursable basis.  The acquisition of all property under the Contract requires prior approval of the Contracting Officer.  Within ten days after the end of the calendar quarter during which the Contractor received the property, the Contractor shall furnish the Contracting Officer and the Property Administrator a list of CAP valued at less than $5000.

Acquisitions:  $5000 or More

If property costs $5000 or more, and the parties specifically agree in the Contract, that title may:
-  Vest in the contractor upon acquisition;

-  Vest in the contractor, subject to the Government’s right to direct transfer of   the title to the Government or to a third party within 12 months after contract completion/termination; or

-  Vest in the Government if the Contracting Officer determines that vesting of title in the contractor would not further the objectives of the Agency’s research program.

All acquisitions of CAP valued at $5000 or more shall be reported to the Property Administrator.   

Glossary 

Abandonment 

Leaving government-owned property in a non-federal location following expiration of a contract, following a determination that the item is no longer required for use on the contract. (Note:  Abandonment may be authorized by the Government if no other alternative is available for disposal due to the item's low value or condition as long as the property is free from contamination.) 

           Accountable Personal Property 

Non-expendable personal property with an acquisition cost of $500 or more, and sensitive items regardless of dollar value.


Acquisition Cost

The original purchase price of an item.  Acquisition cost is estimated if not known.


Agency Peculiar Property 

Government-owned property that is peculiar to the mission of one agency.  It excludes government material, special test equipment, special tooling and facilities.


           Cannibalization 

The act of removing serviceable components from one item of government property in order to install them on another item of property.  (Note: Authorization is required before government property may be cannibalized.) 

           Component Part 

Nonexpendable property that is installed, or affixed to an item of accountable property.  It shall be integral to the functioning of the main unit and not have the capacity to stand-alone. (Note: Examples include a memory board for a computer and a probe for a photoionizer.) 

            Condition Codes 

A one-character GSA code that describes the physical condition, serviceability, and the need for repairs of an item of excess or surplus personal property.  (Note:  See APPENDIX C.)          

Contaminated Property 

Equipment/supplies that have been exposed to toxic or radioactive materials, chemicals or other waste products that render them unsafe for use. 

Contract Modification 

A negotiated or unilateral change in the basic contract that alters funding, scope of work, personnel, government property authorizations, or any other terms of the contract. 


Contracting Officer

The Contracting Officer administers contracts covered by the FAA Acquisition Management System (AMS) and the FAR. The Contracting Officer delegates technical and quality assurance responsibilities to the TO and the QRO respectively.  A Property Administrator is delegated for contracts with Government Furnished and/or Contractor Acquired Property requirements.

           Contracting Officer's Authorization (COA)

An authorizing document issued by a Contracting Officer to a contractor to make government property acquisitions.

           Contractor-Acquired Property 

Property purchased or otherwise provided by the contractor using contract funds, and reportable as government property.


Contractor Inventory

Any property acquired by and in the possession of a contractor or subcontractor (both government-furnished and contractor-acquired) under a contract pursuant to the terms of which title is vested in the Government.

             Customer Supply Center 

A supply operation maintained by the General Services Administration (GSA) for the Government and it’s authorized contractors. The Customer Supply Center is used to procure small quantity orders of supply items. (Note: The Contracting Officer may authorize the Contractor to use this source of supply.) 

     
Decals 

Tags designed and used to identify Agency property.  Decals are affixed to accountable property and display the specific numbers assigned to individual items of government property. 

Disposition 

The sale, transfer (with or without the exchange of funds), donation, destruction, or abandonment of government property. 

Excess Property 

Government property that is not required for immediate or foreseeable use. 

           Expendable Property 

Supplies and materials that are consumed or expended routinely, that loses their identity under contract performance, such as pens, pencils and typewriter ribbons. 

           Facilities 

Property used in accordance with terms of the contract for production, maintenance, research, development, or testing. (Note: The term does not include material, special test equipment, special tooling, or Agency-peculiar property, but it does include plant equipment and real property.)
           FEDSTRIP 

An acronym (Federal Standard Requisitioning and Issue Procedures) referring to a procedure used by the Government and its authorized contractors to procure goods from the General Services Administration (GSA). (Note:  A contractor may be authorized by the Contracting Officer to use this source of supply.) 

Follow-On Contract

A contract that is re-competed or renewed and awarded to the same or a different contractor. 

           Government-Furnished Property 

Property in the possession of or acquired directly by the Government, and subsequently delivered or otherwise made available to the Contractor. 

         Government Property 

All real and/or personal property owned by, or leased to the Government under the terms of a contract.  Government property includes government-furnished  and contractor-acquired property. 

           Hazard-Free Certification 

A certification stating an item(s) is free from contamination.  It is submitted when government property is no longer required at the contractor's facility or upon conclusion of the contract. 


Hazardous Property

Property that is deemed a hazardous material, chemical substance or mixture or hazardous waste, under the Hazardous Materials Transportation Act (49 U.S.C. 5101).


Inspection

The critical examination of material by any means to verify quantity to determine condition, or to compare actual characteristics with those given in applicable specifications.

           Leased Property 

Property that is either acquired by the contractor or the Government under a lease arrangement. 

    
Liability 

The degree of a contractor's obligation to the Government for contractor inventory. 

Line Item

A single line entry on a reporting form that indicates a quantity of property located at any one activity having the same description, condition code, and unit cost.

           Material 

Personal property that may be incorporated into or attached to a deliverable end-item, or that may be consumed or expended in performing a contract.  This may include assemblies, component parts, and raw or processed material.

Materiel

Items that are generally referred to as supplies, material, apparatus, and equipment. 

             Nonexpendable Property

Personal property that is durable with an expected useful life of two or more years, is complete in itself and does not lose its identity or become a component part of another item.

            Non-Profit Organization 

Any corporation, foundation, trust, educational or other institution recognized by FAA and referenced in the contract as operated for scientific or educational purposes, not organized for profit, and not part of the net earnings of another corporation, which inures to the profit of any private shareholder or individual. 

           Personal Property 

All government property, excluding real property, which is either furnished by the Government or acquired with contract funds. 

           Physical Inventory

A wall-to-wall sighting and recording of all equipment items within a certain area. The types of inventories are start-up, annual, special and final. 


Plant Equipment  

Property of a capital nature (including equipment, machine tools, test equipment, furniture, vehicles, and accessory and auxiliary items) for use in manufacturing supplies, in performing services, or for any administrative or general plant purpose.  It does not include special tooling or special test equipment.

Precious Metals 

Uncommon and highly valuable metals characterized by their superior resistance to corrosion and oxidation, such as platinum and gold.

           Property 

Any property that includes, special tooling, special test, plant equipment, supplies and material, ADP hardware, software and Agency-peculiar property. 

Property Administrator

The FAA Property Administrator administers contract provisions, requirements, and obligations relating to government property in the possession of contractors.

          Property Control System 

Identifies a contractor's internal management program encompassing the protection, preservation, use, maintenance, accounting for, and control of government property from its acquisition through disposal. 

           Property Management 

The overall responsibility required for the acquisition management, utilization and disposal of government property. 

Salvage 

Property that 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, but has some value in excess of its scrap value.  Repairs or rehabilitation estimated to cost in excess of 65% of the acquisition cost, would be “clearly impractical” for purposes of this definition.   

Scrap 

Property that has no reasonable prospect of being sold except for the recovery value of its basic material content. 

           Screening 

The act of comparing requirements with available excess or surplus property in order to obtain maximum utilization.  Scanning descriptive data, by physical examination of the property, or by using on-line computer queries or want lists may be used as methods of screening. 

           Sensitive Item 

Items of personal property (supplies and equipment) that are highly desirable and easily converted to personal use; these items may be subject to additional controls. 

Special Test Equipment 

Units that are engineered, designed, fabricated, or modified to accomplish special purpose testing.  Special test equipment consists of items or assemblies of equipment that are interconnected and interdependent, becoming a new functional entity for special testing purposes. 


Special Tooling

Equipment and manufacturing aids such as,  jigs, dies, fixtures, molds, patterns, taps and gauges.  It does not include material, special test equipment, (except foundations and similar improvements necessary for installing special tooling), general or special machine tools, or similar capital items.

           Start-Up Inventory 

Physical inventory of government property performed shortly after contract award and reported to the Technical Officer.

           Stock Record 

A perpetual inventory that is maintained for supply and materiel items by nomenclature, quantities received, quantities issued, and balance on hand. 

             Subcontractor 

An organization responsible directly to the prime contractor.  Assists the contractor in carrying out the scope of work. 

Supply Item 

A category of government property that is of a low dollar value and generally has a life expectancy of less than a year. 

           Surplus Property 

Government-owned personal property classified previously as excess but not requested for transfer by any federal agency; thus, it is available for donation or sale. 


Technical Officer 

The Technical Officer is responsible for assisting the Contracting Officer in the administration of the contract through performance and closeout.  The Technical Officer advises the Property Administrator on property related matters of a technical nature.

             Title 

The legal right to claim, control, and dispose of property as a result of a     purchase. 

           Trade-In 

The exchange of an item of property for a similar replacement whereby the vendor agrees to apply the value of the replaced item toward the purchase price of the new item. 

           Unauthorized Property 

Government-furnished or contractor-acquired property that is not authorized by an appropriate contract clause and/or modification and is in the possession of a contractor. 


Unit Cost


The original acquisition cost of a single item of property.

             Unrequired Property 

Government-furnished property or property acquired by the Contractor during 

the life of the contract, that is no longer needed to perform the scope of work under the contract for which it is authorized.
APPENDIX A

A-1  

FAA Form 4650-12, Materiel Requisition/Issue/Receipt

A-2  
FAA Property in the Custody of Contractors (Annual Financial Property Report)

A-3  

SF 1426, Inventory Schedule A (Metals in Mill Product Form)

A-4  

SF 1427, Inventory Schedule A (Continuation Sheet)

A-5  

SF 1428, Inventory Schedule B

A-6  

SF 1429, Inventory Schedule B (Continuation Sheet)

A-7 

SF 1430, Inventory Schedule C (Work-in-Process)

A-8  

SF 1431, Inventory Schedule C (Continuation Sheet)

A-9  
SF 1432, Inventory Schedule D (Special Tooling and Special Test Equipment)

A-10  

SF 1433, Inventory Schedule D (Continuation Sheet)
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 APPENDIX B

Sensitive Equipment
Government Property to be Classified as Sensitive Equipment Regardless of Dollar Value:



Barcode Reader/Scanners



Binoculars



Buffers, Micro



Calculators, programmable and scientific



Clocks and desk accessory sets valued over $50



Cameras and Lenses



Carpenter and Mechanics Tool Kits



Computer Software and Documentation



Laboratory Balances



Mail Openers



Medical Equipment



Microwaves



Personal Computer Components




CPU




Keyboards




Monitors




Modems




Printers



Personal Custody Property



Physician’s Emergency Kits:

(sphygmomanometers, stethoscopes, orthoscopes, ophthalmoscopes, etc.)



Portable Two-way Radios

Recorders/Players, Tape/Video/Stereo/Compact Disc, etc. valued


Over $50

Television Sets

Typewriter, electronic

Weapons (Including Tranquilizer Guns)

APPENDIX C

DISPOSAL CONDITION CODES
	Disposal condition code
	Definition

	1
	New.  Property that is in new condition or unused condition and can be used immediately without modifications or repairs.

	4
	Usable.   Property that shows some wear, but can be used without significant repair.

	7
	Repairable.  Property that is unusable in its current condition but can be economically repaired.

	X
	Salvage.  Property that has value in excess of its basic material content, but repair or rehabilitation is impractical and/or uneconomical.

	S
	Scrap.  Property that has no value except for its basic material content.
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Abandonment and Destruction, 20

Designation of Property

Acquisitions, 7




   Administrator, 2

Annual Financial Property



Disapproval of System, 6

   Reports, 14   




Discrepancies in Shipments, 10

Audit of Records, 12



Disposal Instructions, 19



Authorizations, 4, 7




Disposition of Property, 19, 22

B






E
Basic Information, 13



Expendable Supplies/Materials, 13

C






F
Cannibalization, 19




FAA Review of System, 6

Certification, 22




Fabricating Equipment, 9

Component Parts, 10



Fabrication Records, 13

    Reporting, 16




FEDSTRIP/Supply Centers, 8

Contamination, 20




Final Inventory/Certification, 21

Contract Completion/Termination, 21

Final Property Closeout, 23

Contracting Officer’s Role, 3


Follow-on Inventories, 22

Contractor Liability, 5





Contractor Responsibility, 4
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