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However, if the prime contract is of a
type listed in subparagraph (b)(1) or (2)
above, the prime contractor may, after
obtaining the contracting officer’s con-
sent, reduce the subcontractor’s liabil-
ity by including in the subcontract a
clause similar to paragraph (g), Lim-
ited risk of loss, as provided in Alter-
nate I of the clause at 52.245-2, Govern-
ment Property (Fixed-Price Contracts),
(for fixed-price contracts) or similar to
the same paragraph of the clause at
52.245-5, Government Property (Cost-
Reimbursement, Time-and-Material, or
Labor-Hour Contracts) (for cost-reim-
bursement contracts). Before con-
senting to a clause that reduces the
subcontractor’s liability, the con-
tracting officer should ensure that the
Government’s interests are sufficiently
protected.

(f) A prime contractor that provides
Government property to a subcon-
tractor shall not be relieved of any re-
sponsibility to the Government that
the prime contractor may have under
the terms of the prime contract.

[48 FR 42392, Sept. 19, 1983, as amended at 53
FR 663, Jan. 11, 1988; 60 FR 48218, Sept. 18,
1995; 62 FR 51271, Sept. 30, 1997]

45.104 Review and correction of con-
tractors’ property control systems.

(a) The review and approval of a con-
tractor’s property control system shall
be accomplished by the agency respon-
sible for contract administration at a
contractor’s plant or installation. The
review and approval of a contractor’s
property control system by one agency
shall be binding on all other depart-
ments and agencies based on inter-
agency agreements.

(b) The contracting officer or the rep-
resentative assigned the responsibility
as property administrator shall review
contractors’ property control systems
to assure compliance with the Govern-
ment property clauses of the contract.

(c) The property administrator shall
notify the contractor in writing when
its property control system does not
comply with subpart 45.5 or other con-
tract requirements and shall request
prompt correction of deficiencies. If
the contractor does not correct the de-
ficiencies within a reasonable period,
the property administrator shall re-
quest action by the contracting officer
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administering the contract. The con-
tracting officer shall—

(1) Notify the contractor in writing
of any required corrections and estab-
lish a schedule for completion of ac-
tions;

(2) Caution the contractor that fail-
ure to take the required corrective ac-
tions within the time specified will re-
sult in withholding or withdrawing sys-
tem approval; and

(3) Advise the contractor that its li-
ability for loss of or damage to Govern-
ment property may increase if approval
is withheld or withdrawn.

45.105 Records of Government prop-
erty.

(a) Contractor records of Government
property established and maintained
under the terms of the contract are the
Government’s official Government
property records. Duplicate official
records shall not be furnished to or
maintained by Government personnel,
except as provided in paragraph (b)
below.

(b) Contracts may provide for the
contracting office to maintain the Gov-
ernment’s official Government prop-
erty records when the contracting of-
fice retains contract administration
and Government property is furnished
to a contractor—(1) for repair or serv-
icing and return to the shipping orga-
nization, (2) for use on a Government
installation, (3) under a local support
service contract, (4) under a contract
with a short performance period, or (5)
when otherwise determined by the con-
tracting officer to be in the Govern-
ment’s interest.

[48 FR 42392, Sept. 19, 1983, as amended at 51
FR 2666, Jan. 17, 1986; 57 FR 60588, Dec. 21,
1992]

45.106 Government property clauses.

This section prescribes the principal
Government property clauses. Other
clauses pertaining to Government
property are prescribed in subpart 45.3.

(a) The contracting officer shall in-
sert the clause at 52.245-1, Property
Records, in solicitations and contracts
when the conditions in 45.105(b) exist
and the Government maintains the
Government’s official Government
property records.
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(b)(1) The contracting officer shall
insert the clause at 52.245-2, Govern-
ment Property (Fixed-Price Contracts),
in solicitations and contracts when a
fixed-price contract is contemplated,
except as provided in paragraphs (d)
and (e) below.

(2) If the contract is—

(i) A negotiated fixed-price contract
for which prices are not based on an ex-
ception at 15.403-1; or

(ii) A fixed-price service contract
which is performed primarily on a Gov-
ernment installation, provided the con-
tracting officer determines it to be in
the best interest of the Government
(see 45.103(b)(4)), the contracting officer
shall use the clause with its Alternate
I.

(3) If the contract is for the conduct
of basic or applied research at non-
profit institutions of higher education
or at nonprofit organizations whose
primary purpose is the conduct of sci-
entific research (see 35.014), the con-
tracting officer shall use the clause
with its Alternate II.

(c) The contracting officer shall in-
sert the clause at 52.245-3, Identifica-
tion of Government-Furnished Prop-
erty, in addition to the clause at 52.245—
2, Government Property (Fixed-Price
Contracts), in solicitations and con-
tracts when a fixed-price construction
contract is contemplated under which
the Government is to furnish Govern-
ment property f.o.b. railroad cars at a
specified destination or f.o.b. truck at
the project site. The contract Schedule
shall specify the point of delivery and
may include special terms and condi-
tions covering installation, preparation
for operation, or equipment testing by
the Government or by another con-
tractor.

(d) The contracting officer may in-
sert the clause at 52.245-4, Government-
Furnished Property (Short Form), in
solicitations and contracts when a
fixed-price, time-and-material, or
labor-hour contract is contemplated
and the acquisition cost of all Govern-
ment-furnished property to be involved
in the contract is $100,000 or less; un-
less a contract with an educational or
nonprofit organization is con-
templated.

(e) When the cost of the item to be
repaired does not exceed the simplified
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acquisition threshold, purchase orders
for property repair need not include a
Government property clause.

(f)(1) The contracting officer shall in-
sert the clause at 52.245-5, Government
Property (Cost-Reimbursement, Time-
and-Material, or Labor-Hour Con-
tracts), in solicitations and contracts
when a cost-reimbursement, time-and-
material, or labor-hour contract is con-
templated, except as provided in para-
graph (d) above.

(2) If the contract is for the conduct
of basic or applied research at non-
profit institutions of higher education
or at nonprofit organizations whose
primary purpose is the conduct of sci-
entific research (see 35.014), the con-
tracting officer shall use the clause
with its Alternate 1.

(g) The contracting officer shall in-
sert the clause at 52.245-6, Liability for
Government  Property (Demolition
Services), in addition to the clauses
prescribed at 37.304, in solicitations and
contracts for dismantling, demolition,
or removal of improvements.

[48 FR 42392, Sept. 19, 1983, as amended at 53
FR 663, Jan. 11, 1988; 57 FR 60588, Dec. 21,
1992; 60 FR 34760, July 3, 1995; 60 FR 48218,
Sept. 18, 1995; 61 FR 39190, July 26, 1996; 62 FR
51271, Sept. 30, 1997]

Subpart 45.2—Competitive
Advantage

45.201 General.

(a) The contracting officer shall, to
the maximum practical extent, elimi-
nate competitive advantage accruing
to a contractor possessing Government
production and research property (see
45.301). This is done by (1) adjusting the
offers of those contractors by applying,
for evaluation purposes only, a rental
equivalent evaluation factor or, (2)
when adjusting offers is not practical,
by charging the contractor rent for
using the property. Applying a rental
equivalent factor is not appropriate in
awarding negotiated contracts when
the contracting officer determines that
using the factor would not affect the
choice of contractors.

(b) In evaluating offers, the con-
tracting officer shall also consider any
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