
R u le s  a n d  R e g u la t i o n s

Tit le 5— ADMINISTRATIVE 
PERSONNEL

Chapt er  I— Civi l  Service Com m ission

PART 25— FEDERAL EMPLOYEES’ PAY 

REGULATIONS

PART 531— PAY UNDER THE CLASSI ­

FICATION ACT SYSTEM

General  Pr ovisi ons

E ffective upon publication in the F e d ­

e r a l  R e g i s t e r , subparagraph ( 4 )  of para ­
graph (c) of § 25.103 is amended as set 
out below.

§ 2 5 . 1 0 3  G e n e r a l  p ro v i s i o n s .

* * * * *

(c) C om pu ta tion  o f highes t prev ious  
rate . * * *

(4) I f  the highest previous rate was 
earned in a  Classification Act position, 
it shall be increased by any subsequent 
amendments to the Classification Act pay 
schedules. I f  such highest previous rate 
was earned in a position not subject to 
the Classification Act, this rate shall be 
computed as follows: The actual rate 
earned at the time of such service shall 
be converted to the equivalent per annum 
rate under the Classification Act as of the 
time of such service; where there was an 
exact equivalent per annum rate under 
the Classification Act, that rate shall be 
used, and where this rate occurs within 
two or more grades under the Act, the 
rate in  the grade which gives the em­
ployee the maximum benefits shall be 
used; where there was no exact equiva ­
lent per annum rate under the Classifi­
cation Act and the actual rate fell be­
tween two rates under the Act, the higher 
Classification Act rate shall be considered 
an equivalent; where the actual rate fell 
between two rates within the range of 
two or more grades under the Act, the 
rate in the grade which gives the em­
ployee the maximum benefit shall be used 
as the equivalent annual rate; the equiv­
alent Classification Act rate thus deter­
mined shall be converted to the equiva ­
lent per annum rate under the current 
Classification'Act pay schedule and shall 
be the employee’s highest previous rate.

* * * * *

(S e c .  1101, 63 S ta t.  971; 5 U .S .C . 1072)

R e orga n iza tion  and R ev is ion  o f C hap ­

te r. In  the F e d e r a l  R e g i s t e r  for October 
12, 1963, the C ivil Service C o m m is s io n  

published new pay and leave regulations 
to become effective December 15, 1963, 
superseding the corresponding old regu ­
lations oh that date. The first amend­
ment of these new regulations was pub ­
lished in the F e d e r a l  R e g i s t e r  on 
October 15, 1963. Complete background 
information appears in the explanatory 
statements published with the new reg­
ulations and the first amendment re ­
spectively.

A  fifth  amendment of these new regu ­
lations is set out below, i.e„ the new pay 
and leave regulations published in  the 
F e d e r a l  R e g i s t e r  on October 12, 1963, 
as amended, which are to become effec­
tive December 15, 1963, are fu rther 
amended as follows:

In  Pa rt 531— Pay  U nd e r th e  C las s ifica ­

tio n  A ct Sys tem , Subparagraph (4) (i)  of 
paragraph (c) of § 531.203 is amended 
as set out below.

§  5 3 1 .2 0 3  G e n e r a l  p ro v i s i o n s .

* * * * *

(c) C om pu ta tion  o f highes t prev ious  
rate . * * *

(4) (i)  The actual rate earned at the 
time of service computed on an annual 
basis is compared to the annual rates 
under the act as of the time of service 
to select an equivalent annual rate. 
W hen the actual rate is the same as a 
rate under the act, the rate under the 
act is the equivalent annual rate. W hen 
the actual rate is the same as a rate 
under the act and that rate occurs within 
two or more grades under the act, the 
rate which gives the employee the maxi­
mum benefit when it is converted under 
subdivision (ii) of this subdivision is the 
equivalent annual rate. W hen the actual 
rate falls between two rates under the 
act, the higher rate is the equivalent an ­
nual rate. W hen the actual rate fa lls 
between two rates within the range of 
two or more grades under the act, the 
rate which gives the employee the maxi­
mum benefit, when it is converted under 
subdivision (ii) of this subdivision is the 
equivalent annual rate.

* * * * *
(S e c .  1101, 63 S ta t.  971 ; 5  U .S .C . 1072)

U n i t e d  S t a t e s  C i v i l  S e r v ­

i c e  C o m m i s s i o n ,

[ s e a l ]  M a r y  V .  W e n z e l ,

E xe cu tiv e  A ss is tant to  
the  C omm iss ioners .

[ F .R .  D o c . 6 3 - 1 2 2 7 1 ; F ile d ,  N o v .  22, 1963;

8 :5 0  a .m . ]

Title 7— AGRICULTURE
Chapt er  IX— Agr icul t ural  Mar ke t i ng 

Service (Mar ket i ng Agr eem ent s and  

Orders;  Fruit s,  Veget ab les,  Tree 

Nut s),  Depar t m ent  of  Agr icul t ure

[ N a v e l  O r a n g e  R e g .  3 8 ]

PART 907— N A V E L  O R A N G E S  

GROW N IN ARIZON A A N D DESIG­
NATED PART OF CALIFORNIA

Limit at ion of  Hand l i ng

§  9 0 7 .3 3 8  N a v e l  O r a n g e  R e g u l a t i o n  3 8 .

(a ) F ind ings . ( 1) Pursuant to the 
marketing agreement, as amended, and 
Order No. 907, as amended (7 C FR Part 
907; 27 FJt. 10087), regu lating the han ­
dling of navel oranges grown in Arizona

and designated part of California, effec­
tive under the applicable provisions of 
the Agricu ltural Marketing Agreement 
Act of 1937, as amended (7 U.S.C. 601- 
674), and upon the basis of the recom­
mendations and informations submitted 
by the Navel Orange Administrative 
Committee, established under the said 
amended marketing agreement and or ­
der, and upon other available in forma ­
tion, it is hereby found that the limita ­
tion of handling of such navel oranges 
as hereinafter provided w ill tend to 
effectuate the declared policy of the act.

(2) It is hereby fu rther found that it 
is impracticable and contrary to the 
public interest to give preliminary notice, 
engage in public ru le-making procedure, 
and postpone the effective date of this 
section until 30 days after publication 
hereof in the F e d e r a l  R e g i s t e r  (5 U . S . C .  

1001- 1011) because the time intervening 
between the date when information upon 
which this section is based became avail­
able and the time when this section must 
become effective in order "to effectuate 
the declared policy of the act is insuffi­
cient, and a reasonable time is permitted, 
under the circumstances, for prepara ­
tion for such effective time; and good 
cause exists for making the provisions 
hereof effective as hereinafter set forth. 
The committee held an open meeting 
during the current week, a fter giving 
due notice thereof, to consider supply 
and market conditions for navel oranges 
and the need for regu lation; interested 
persons were afforded an opportunity to 
submit information and views at this 
meeting; the recommendation and sup­
porting information for regu lation dur­
ing the period specified herein were 
promptly submitted to the Department 
a fter such meeting was held; the provi­
sions of this section, including its effec­
tive time, are identical with the a fore­
said recommendation of the committee, 
and information concerning such pro­
visions and effective time has been dis ­
seminated among handlers of such 
navel oranges; it is necessary, in order 
to effectuate the declared policy of the 
act, to make this section effective during 
the period herein specified; and com­
pliance with this section w ill not require 
any special preparation on the part of 
persons subject hereto which cannot be 
completed on or before the effective date 
hereof. Such committee meeting was 
held on November 21, 1963.

(b ) O rd er. ( 1) The respective quan­
tities of navel oranges grown in Arizona 
and designated part of California which 
may be handled during the period be­
ginning at 12:01 a.m., P.s.t., November 
24, 1963, and ending at 12:01 a.m., P.s.t., 
December 1, 1963, are hereby fixed as 
follows:

( i)  D istrict 1: 850,000 cartons;
(ii) D istrict 2: U nlimited movement;
(iii) D istrict 3:125,000 cartons;
(iv) D istrict 4: 30,000 cartons.
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(2) As used in this section, “handled, 
“D istrict 1,” “D istrict 2,” “D istrict 3,” 
“D istrict 4,” and “carton” have the same 
meaning as when used in said amended 
marketing agreement and order.

(S e c s .  1 - 1 9 , 48 S ta t.  31, a s  a m e n d e d ;  7 U .S .C . 

6 0 1 - 6 7 4 )

D a t e d :  N o v e m b e r  22,1963.

F l o y d  F. H e d l u n d , 

D ire cto r, F ru it and V egetab le  
D iv is ion , A g ricu ltu ra l M a rke t­

in g  Se rv ice.

[ F .R .  D o c . 63 - 1 2 3 6 9 ; F ile d ,  N o v .  22, 1963; 

1 1 :2 3  a .m . ]

[ L im e  R e g .  5, A r n d t.  2 ]

PART 911— LIMES GROW N IN 
FLORIDA

Qual i t y  and  Size Regulat ion

(a ) F ind ings . (1) Pursuant to the 
marketing agreement, as amended, and 
Order No. 911, as amended (7 CFR Part 
911), regu lating the handling of limes 
grown in Florida, effective under the ap ­
plicable provisions of the Agricu ltural 
Marketing Agreement Act of 1937, as 
amended (7 U.S.C. 601-674), and upon 
the basis of the recommendations of the 
Florida Lime Administrative Committee, 
established under the aforesaid market­
ing agreement and order, and upon other 
available information, it is hereby found 
that the limitation of handling of limes, 
as hereinafter provided, w ill tend to ef­
fectuate the declared policy of the act.

(2) It is hereby fu rther found that it 
is impracticable unnecessary, and con­
trary to the public interest to give pre­
liminary notice, engage in public ru le- 
making procedure, and postpone the ef­
fective date of this amendment until 30 
days a fter publication thereof in the F e d ­

e r a l  R e g i s t e r  (5 U.S.C. 1001-1011) in 
that the time intervening between the 
date when information upon which this 
amendment is based became available 
and the time when this amendment must 
become effective in order to effectuate 
the declared policy of the act is insuffi­
cient; a reasonable time is permitted, 
under the circumstances, for preparation 
for such effective time; and good cause 
exists for making the provisions hereof 
effective not later than November 25,
1963. Shipments of Florida limes are 
currently regulated pursuant to Lime 
Regu lation 5 as amended (28 F.R. 3969, 
5493) and, unless sooner terminated, w ill 
continue to be so regulated until M ay 1,
1964, determinations as to the need for, 
and extent of, continued regulation of 
Florida lime shipments must await the 
development of the crop and the avail­
ab ility of information on the demand 
for such fru it; the recommendations and 
supporting information for regu lation of 
lime shipments subsequent to Novem ­
ber 25, 1963, and in the manner herein 
provided, were promptly submitted to the 
Department a fter an unassembled meet­
ing of the Florida Lime Administrative 
Committee on November 19, 1963, held 
to consider recommendations for regu ­
lation; the provisions of this amend­
ment are identical w ith the aforesaid 
recommendations of the committee, and 
information concerning such provisions

has been disseminated among handlers 
of Florida limes; it is necessary, in order 
to effectuate the declared policy of the 
act, to make this amendment effective as 
hereinafter set forth ; and compliance 
w ith this amendment w ill not require 
any special preparation on the part of 
the persons subject thereto which cannot 
be completed by the effective time hereof.

(b ) It is, therefore, ordered that the 
provisions of paragraph (b ) ( 1) (ii) of 
§ 911.307 (Lime Regu lation 5, as amend­
ed; 28 F.R. 3969, 5493) are hereby 
amended to read as follows during the 
period beginning at 12:01 a.m., e.s.t., N o­
vember 25, 1963, and ending at 12:01 
a.m., e.s.t., January 20, 1964:

§  9 1 1 .3 0 7  L i m e  R e g u l a t i o n  5 .

*  *  *  *  *

<b) * * *
 ̂j  \ * * *

(ii) Any limes of the group known as 
large fru ited or Persian limes (including 
Tahiti, Rearss, and similar varieties) 
which do not grade at least U .S. Combi­
nation, M ixed Color, w ith not less than 
60 percent, by count, of the limes in each 
container thereof grading at least U .S. 
No. 1, M ixed Color, and the remainder 
thereof grading not less than U.S. No. 2, 
M ixed Color; or

*  * *  * * 
(S e c s .  1 - 1 9 , 48 S ta t.  31, a s  a m e n d e d ;  7 U .S .C . 

6 0 1 - 6 7 4 )

Dated: November 21, 1963.

F l o y d  F .  H e d l u n d , 

D ire ctor, F ru it and V egetab le  
D iv is ion , A g ricu ltu ra l M a r ­

ke ting  Serv ice.

[ F .R .  D o c .  6 3 - 1 2323 ; F ile d ,  N o v .  22, 1963; 

8 :5 3  a .m . ]

PART 982— FILBERTS GROW N IN 
OREGON AND W ASHINGT ON

Free and  Rest r ict ed Percent ages f or  
t he 1963- 64  Fiscal  Year ;  Term ina­

t ion

Pursuant to the provisions of amended 
Marketing Agreement No. 115 and Order 
No. 982 (7 CFR Pa rt 982), regu lating the 
handling of filberts grown in Oregon 
and W ashington, effective under the 
Agricu ltural Marketing Agreement Act 
of 1937, as amended (7 U.S.C. 601-674) 
and on the basis of recommendations of 
the Filbert Control Board and other 
available information, it was found that 
the establishment of free and restricted 
percentages limiting the quantity of 
merchantable filberts which may be 
handled during the 1963-64 fiscal year 
which began August 1, 1963, would tend 
to effectuate the declared policy of the 
act. Such percentages were established 
and published in the F e d e r a l  R e g i s t e r  

(28F.R. 10401).
The Filbert Control Board has now 

unanimously recommended that in view 
of a smaller filbert crop than it had 
estimated earlier in the season (on the 
basis of which it recommended the es­
tablishment of percentages), the supply 
of filberts subject to regu lation should be 
estimated a t 10.1 million pounds com­
pared to its earlier estimate of 13.1 m il­
lion pounds. Such reduced quantity is

insufficient to meet the projected inshell 
trade demand and handler carryover for 
the 1963-64 fiscal year. Moreover, the 
application of any restricted percentage 
to the reduced quantity would further 
reduce the availab ility of merchantable 
filberts to meet such requirements. The 
Filbert Control Board also recommended 
that the free and restricted percentages 
should, therefore, be terminated.

On the basis of the foregoing and 
other available information, it is hereby 
found that continuation in effect of free 
and restricted percentages for the 1963- 
64 fiscal year is not now necessary to 
effectuate the declared policy of the act.

Therefore, § 982.213 F re e  and res tricted  
percentages  fo r m e rchan tab le  filb erts  
d uring  the  1963-64 fis cal y ear (28 F.R. 
11401), is hereby terminated.

It is hereby fu rther found that it is 
impracticable, unnecessary and contrary 
to the public interest to give preliminary 
notice, engage in public rulemaking pro­
cedure, and to postpone the effective 

• date of this action later than the date of 
publication in the F e d e r a l  R e g i s t e r  (5 
U.S.C. 1001-1011) in that: (1) The main ­
tenance in effect of the current free and 
restricted percentages for the remainder 
of this fiscal year will, in  view of the esti­
mated small filbert crop, reduce the 
availab ility of merchantable filberts for 
the inshell market below its needs; and
(2) the termination of the percentages 
relieves restrictions on handlers, and 
restricted filberts should be freed from 
withholding and handlers’ restricted ob ­
ligations reduced as soon as possible. 

(S e c s .  1 - 1 9 , 48 S ta t.  31, a s  a m e n d e d ;  7 U .S .C . 

6 0 1 - 6 7 4 )

Dated: November 18, 1963, to become 
effective upon publication in the F e d e r a l  

R e g i s t e r .

A r t h u r  E .  B r o w n e ,

A ctin g  D ire cto r,

F ru it and V egetab le  D iv is ion .

[F .R .  D o c . 6 3 - 1 2 2 8 1 ; F ile d ,  N o v .  22, 1963;

8 :5 3  a .m . ]

Title 38— PENSIONS,  BONUSES,  
AND VETERANS’ RELIEF

Chapt er  I— Vet er ans Adm inist rat ion

PART 6— UNITED STATES g o v e r n ­
me n t  LIFE INSURANCE

PART 8— NAT IONAL SERVICE LIFE 

INSURANCE 

Dividends;  How  Paid

1. In  Part 6, § 6.95 (b ) and (g ) is 
amended to read as follows:

§  6 .9 5  H o w  p a i d .

*  *  *  *  *

(b ) U nless and until the Veterans Ad ­
ministration receives a written request 
from the insured that U nited States 
Government life insurance regular an­
nual dividends be paid in cash, or that 
they be used to pay an insurance indebt­
edness, or that they be placed on deposit 
or be used to pay premiums in advance, 
or that they be used to pay the premiums 
on a particu lar policy or policies, any
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such dividends shall be held to the credit 
of the insured to be applied, to pay 
monthly premiums becoming due and 
unpaid after the date such dividends are 
payable on any United States G overn ­
ment life insurance policy or policies held 
by the insured: Prov id ed , That such d iv i ­
dend credits w ill be applied as of the due 
date of any unpaid premium. D ividend 
credits w ill earn interest at such rate 
and in such manner as the Administrator 
may determine.

* * * * *

(g ) A t the written request of the in ­
sured, U nited States Government life in ­
surance regular annual dividends may be 
left to accumulate on deposit at interest 
which w ill be credited in such manner 
and at such rate as the Administrator 
may determine, but a rate never less than 
3V4 percent: Prov id ed , That the policy 
is in force on a basis other than extended 
term insurance or 5-year level premium 
term insurance. D ividend credit of the 
insured held for payment of premiums or 
dividends left to accumulate on deposit 
may be applied to the payment of 
premiums in advance upon written re­
quest of the insured made before defau lt 
in payment of a premium. D ividends on 
deposit under the provisions of this para ­
graph w ill be used in addition to the 
reserve on the policy for the purpose of 
computing the period of extended term 
insurance or the amount of paid-up in ­
surance as provided in §§ 6.105 and 6.110, 
respectively. Any dividend credit of a 
person who no longer has insurance in 
force by payment or waiver of premiums 
w ill be paid in cash to such person. I f  a 
person has a dividend credit option on a 
lapsed 5-year level premium term policy 
or a permanent plan policy on which ex­
tended term insurance has expired and 
such person has another policy in force 
by payment or waiver of premiums, any 
dividend credit or unpaid dividends on 
the lapsed policy, in the absence of in ­
structions from the insured to the con ­
trary, w ill be transferred to the policy 
which is in force and w ill be held on such 
policy as a dividend credit. Such divi­
dend credit w ill be deemed to have ac­
crued on the policy which is in force. 
Upon maturity of the policy, any dividend 
on deposit, any unpaid dividend payable 
in cash, and any dividend credit accruing 
from such policy which cannot be used 
to pay premiums as provided in sec­
tion 746 of Title 38, United States Code, 
w ill be paid to the person currently en ­
titled to receive payments under the 
policy. I f  the policy is not in force at 
death, any such unpaid dividends and 
dividend credits w ill be paid to the in ­
sured’s estate.

2. In  Pa rt 8, § 8.26 (b ) and (g ) is 
amended to read as follows:

§  8 .2 6  H o w  p a i d .

* * * * *

(b ) Unless and until the Veterans Ad ­
ministration receives a written request 
from the insured that National Service 
life insurance dividends be paid in cash, 
or that they be used to pay an insurance 
indebtedness, or that they be placed on

deposit or be used to pay premiums in 
advance, or that they be used to pay the 
premiums on a particu lar policy or poli­
cies, any such dividends shall be held to 
the credit of the insured to be applied to 
pay monthly premiums becoming due 
and unpaid a fter the date such dividends 
are payable on any National Service life 
insurance policy or policies held by the 
insured: P rov id ed , That such dividend 
credits w ill be applied as of the due date 
of any unpaid premium. D ividend cred ­
its w ill earn interest at such rate and 
in  such manner as the Administrator 
may determine.

* * * * *

(g ) A t the written request of the in ­
sured, National Service life insurance 
dividends may be left to accumulate on 
deposit at interest which w ill be credited 
in such manner and at such rate as the 
Administrator may determine: P rov id ed , 
That the policy is in force on a basis 
other than extended term insurance or 
level premium term insurance. D ividend 
credit of the insured held for payment 
of premiums or dividends left to accumu­
late on deposit as provided in this para ­
graph may be applied to the payment of 
premiums in advance upon written re ­
quest of the insured made before defau lt 
in payment of a premium. D ividends on 
deposit under the provisions of this para ­
graph w ill be used in addition to the re­
serve on the policy for the purpose of 
computing the period of extended term 
insurance or the amount of paid-up in ­
surance as provided in §§ 8.29 and 8.30, 
respectively. Any dividend credit of a 
person who no longer has insurance in 
force by payment or waiver of premiums 
w ill be paid in cash to such person. I f  a 
person has a dividend credit option on 
a lapsed level premium term policy or a 
permanent plan policy on which ex ­
tended term insurance has expired and 
such person has another policy in force 
by payment or waiver of premiums, any 
dividend credit or unpaid dividends on 
the lapsed policy, in the absence of in ­
structions from the insured to the con­
trary, w ill be transferred to the policy 
which is in force and will be held on such 
policy, as a dividend credit. Such divi-  
dent credit w ill be deemed to have ac­
crued on the policy which is in force. 
Upon maturity of the policy, any divi­
dend on deposit, any unpaid dividend 
payable in cash, and any dividend credit 
accruing from such policy which cannot 
be used to pay premiums w ill be paid to 
the person currently entitled to receive 
payments under the policy. I f  the policy 
is not in force at death, any such unpaid 
dividends and dividend credits w ill be 
paid to the insured’s estate.

(7 2  S ta t.  1114; 38  U .S .C . 2 1 0 )

These VA Regulations are effective 
January 1,1964.

Approved: November 18,1963.

B y direction of the Administrator.

[ s e a l ]  W .  J. D r i v e r ,

D e pu ty  A d m in is tra tor.

[ P J l .  D o c .  63 - 1 2 2 6 3 ; P ile d ,  N o v .  22, 1963;

8 :4 8  a .m .]

Tit le 5 0 — WILDLIFE AND 
FISHERIES

Chapt er  I— Bureau of  Spor t  Fisher ies 

and  Wi ld l i f e ,  Fish and  Wi l d l i f e  

Service,  Depar t m ent  of  t he Int er ior

PART 32— HUNTING

Hor icon Nat i onal  Wi l d l i f e  Ref uge,  

Wisconsin

The following special regu lation is is ­
sued and is effective on date of publica ­
tion in the F e d e r a l  R e g i s t e r .

§  3 2 .3 2  S p e c i a l  r e g u l a t i o n s ;  b i g  g a m e ;  
f o r  i n d i v i d u a l  w i l d l i f e  r e f u g e  a r e a s .

W i s c o n s i n

H O R IC O N  N A TIO N A L  W IL D L IF E  RE FU G E

Public hunting of b ig game on the 
Horicon National W ild life Refuge, W is ­
consin, is permitted on all the refuge 
area except that portion designated by 
signs as closed. The open area, com­
prising 20,400 acres or 98 percent of the 
tota l refuge area, is delineated on a map 
available at the refuge headquarters and 
from the Regional D irector, Bureau of 
Sport Fisheries and W ildlife, 1006 W est 
Lake Street, Minneapolis, Minnesota, 
55408. Hunting shall be subject to the 
following conditions:

(a ) Species permitted to be taken: 
W hite-ta iled deer only, during the season 
specified below.

(b ) Open season: From one-half hour 
before sunrise to sunset December 7 
through December 31, 1963.

(c) Bag limit: One deer, of any age or 
sex, per person per season.

(d ) Methods of hunting:
(1) W eapons— Bows and arrows only. 

Bows must have a pull of not less than 
30 pounds. Arrows must have well 
sharpened metal broadhead blades not 
less than seven-eighths of an inch long 
and not more than one and one-ha lf 
inches in width. Arrows with poisoned 
or explosive points may not be used. 
Bows held or released by mechanical 
means may not be used.

(e) O ther provisions:
(1) The provisions of this special reg ­

u lation supplement the regulations 
which goyem hunting on w ildlife refuge 
areas generally which are set forth  in 
Title 50, Code of Federal Regulations, 
Pa rt 32.

(2) A  Federal permit is not required 
to enter the public hunting area.

(3) The provisions of this special reg ­
u lation are effective to January 1, 1964.

R. W . Bur  w e l l , 
R e g ion a l D ire cto r, B ureau o f 

S p o rt F is heries  and  W ild life .

N o v e mbe r  18, 1963 .

[F J t .  D o c .  63-12251; F ft e d , N o v .  22, 1963;

' 8 :4 8  a .m .]
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Tit le 32— NATIONAL DEFENSE
Chapt er  I— Of f ice of  t he Secret ary of  

Def ense

SUBC H A P T E R  A — A R M E D  SER V ICES  

P R O C UR E M E N T  R E G U L A T I O N S

MISCELLANEOUS AMENDMENT S 

TO SUBCHAPTER

The following amendments to this sub- 
chapter are issued by direction of the 
Assistant Secretary of Defense (Insta l­
lations and Logistics) pursuant to the 
authority contained in Department of 
Defense D irective No. 4105.30, dated 
March 11,1959 (24 F.R. 2260), as amend­
ed, and 10 U.S.C. 2202, and have the con ­
currence of the military departments.

PART 1— GENERAL PROVISIONS -

1. New § 1.201-22 is added and 
§§ 1.302-2 and 1.302-3 are revised, as 
follows:

§  1 . 2 0 1 -2 2  C la s s i f i e d  p r o c u r e m e n t .

Classified procurement is that which 
requires access to classified information 
r  Confidential”, including “Confiden­
tia l— Modified Handling Authorized”, or 
higher) either to submit a bid or proposal 
or to perform the contract or that which 
because of other considerations should 
not be publicly disclosed; see § 1.320.

§  1 . 3 0 2 -2  S o u rc e s  o u t s i d e  t h e  g o v e r n ­

m e n t .

Irrespective of whether the procure­
ment of supplies or services from sources 
outside the Government is to be effected 
by formal advertising or by negotiation, 
competitive proposals ( “bids” in the case 
of procurement by formal advertising, 
“proposals or quotations” in the case of 
procurement by negotiation) shall be so­
licited (see Subpart J of this part) from 
all such qualified sources of supplies or 
services as are deemed necessary by the 
contracting officer to assure such fu ll 
and free competition as is consistent 
with the procurement of types of sup­
plies and services necessary to meet the 
requirements of the military department 
concerned, and thereby to obtain for the 
Government the most advantageous 
contract— price, quality, and other 
factors considered.

§  1 . 3 0 2 -3  P r o d u c t i o n  a n d  r e s e a rc h  a n d  
d e v e l o p m e n t  p o o l s .

(a ) D e s crip tion . A  production or re­
search and development pool is a group 
of concerns ( 1) who have associated to-  
gethter for the purpose of obtaining and 
performing jointly, or in conjunction 
with each other, contracts for supplies 
or services, or for research and develop­
ment, for Defense use (2) who have en ­
tered into a pool agreement governing 
their organization, relationship, and 
procedure, and (3) whose agreement has 
been approved either in accordance with 
section 708 of the Defense Production 
Act of 1950, as amended (D efense Pro ­
duction Pool) or in accordance with sec­
tions 9(d ) or 11 of the Small Business 
Act, P.L. 85-536 (Small Business Pools ). 
Pool participants are exempt from the 
“manufacturer or regu lar dealer” re ­
quirement of the W alsh-Healey Public

Contracts Act. (See Subpart P  of Pa rt 
12 of this subchapter.) In formation on 
types of small business production pools, 
their purpose, and procedures for estab ­
lishing such pools and for securing their 
approval by the Small Business Admin ­
istration (S B A) is contained in the SBA 
publication “Small Business Production 
Pools for Defense”.

(b ) G e ne ra l ru le . Except as provided 
in this section, a pool shall be treated 
for purposes of Government procurement 
on exactly the same basis as any other 
prospective or actual contractor.

(c) A s ce rta inm e n t o f s tatus. The con­
tracting officer is responsible for ascer­
taining whether a group of firms seeking 
to do business with the Government is a 
pool. In  ascertaining the status of a 
group representing that it is a pool, con ­
tracting officers may rely on a copy of 
the SBA or Office of Emergency Planning 
(O E P) notification of approval of the 
pool. If the contracting officer has any 
question as to whether a given pool has 
been approved, he shall consult the re­
gional office of the SBA. Each depart­
ment w ill expeditiously disseminate to 
contracting officers information received 
from SBA or OEP concerning the ap ­
proval of pools.

(d ) C on tra ctin g  w ith pools . ( 1 ) A  bid 
or proposal of a pool is not eligible for 
award to the pool unless submitted either 
by the pool in its own name or by an 
individual member expressly disclosing 
that it is on behalf of the pool. Except 
as to contracts to be awarded to incor­
porated pools, the contracting officer 
shall prior to award to a pool require to 
be deposited with him a certified copy of 
a power of attorney from each member 
of the pool who is to participate in the 
performance of the contract authorizing 
an agent to execute the bid, proposal, or 
contract on behalf of such member. A  
copy of each such power of attorney shall 
be appended to each executed copy of the 
contract retained -by the Government.

(2) Membership in a pool shall not of 
itself preclude individual members from 
submitting bids or proposals as individ ­
uals on appropriate procurements. Bids 
or proposals submitted by an individual 
member of a pool shall not be considered 
when the individual member has partici­
pated in the bid or proposal submitted 
by the pool.

(e) R es pons ib ility  o f pool m em b er. 
W here a member of a production pool 
has submitted a bid or proposal in its own 
name and not on behalf of a pool, the 
pool agreement shall be a factor to be 
considered in determining its responsi­
b ility pursuant to Subpart I  of this part.

( f )  S m a ll business s tatus . Approval 
of an organization as either a defense 
production or research and development 
pool or a small business production or 
research and development pool does not 
automatically confer upon such pools the 
preferences and privileges accorded to 
“small business concerns”. Such con ­
sideration shall be accorded only to those 
pools which have also been designated as 
small business concerns by SBA.

2. In  § 1.308(b), subparagraph (3) is 
revised; in § 1.319, paragraph (b ) is re­
vised; and new §§ 1.320 and 1.321 áre 
added, as follows:

§  1 .3 0 8  R e c o r d s  o f  c o n t ra c t  a c t i o n s. 

* * * * *

( b )  *  *  *

(3) The list of sources solicited or 
justification for limiting such sources 
and a list of any firms or persons whose 
requests for copies of the solicitation 
were denied, together with the reasons 
for denial;

* * * * *

§  1 .3 1 9  R e n e g o t i a t i o n  p e r f o r m a n c e  r e ­

p o r t s .

* * * * *
(b ) M ainte nance  o f re n e gotia tion  in ­

fo rm a tion  in  con tra ct files . The con­
tracting officer shall include in the file of 
each contract information pertaining to 
the extent and effectiveness of competi­
tion obtained in the negotiation and 
award of the contract, the reasonable­
ness of the prices and profits negotiated, 
any target and incentive formulae in ­
corporated in the contract, the extent of 
risk assumed by the contractor, the con ­
tractor’s efficiency in performance of the 
contract, and any other information 
which would facilitate compilation of the 
performance reports described in para ­
graph (c) of this section. This is par ­
ticu larly important in the case of incen ­
tive type contracts where the question 
may be raised as to whether additional 
profits paid to the contractor by opera ­
tion of the incentive provisions have been 
earned. To insure the collection of ac­
curate and 'detailed information, the 
aforementioned data shall be included 
in the contract file as soon as it becomes 
available. The foregoing is not appli­
cable to :

(1) Purchases made pursuant to the 
provisions of Subpart F of Pa rt 3 of this 
subchapter;

(2) Delivery orders placed under Fed ­
eral Supply Schedule contracts; and

(3) Those contracts known to be ex ­
empt from renegotiation.

* * * * *

§  1 .3 2 0  I n d u s t r i a l  se c u r i t y .

Certain required procedures designed 
to safeguard classified defense informa ­
tion are set forth  in the Armed Forces 
Industrial Security Regu lation (A R  380- 
130, O PN AV Instruction 5540.8B, AFR 
205-4) (hereinafter cited as A F IS R ), and 
DD Form 441 “Security Agreement” and 
its attachment, the Department of D e­
fense Industrial Security Manual, to ­
gether with supplements thereto. Se­
curity requirements governing wdrk to be 
performed outside the U nited States, its 
possessions, and Puerto Rico by United 
States or foreign nationals, or work to 
be performed in the U nited States by for ­
eign nationals (including companies lo ­
cated in the U nited States which are 
owned, controlled, or influenced by na ­
tionals of a foreign cou ntry), are subject 
to security agreements which the United 
States maintains with a number of for ­
eign countries. The requirements of 
these agreements are set forth  in the 
AFISR.

§  1 .3 2 1  P r o c u r e m e n t s  i n v o l v i n g  w o r k  t o  
b e  p e r f o r m e d  i n  f o r e i g n  c o u n t r i e s .

P r i o r  t o  e n t e r i n g  i n t o  a  c o n t ra c t  w h i c h  
r e q u i r e s  w o r k  t o  be  p e r f o r m e d  i n  a  f o r ­

e i g n  c o u n t ry  b y  p e rso n n e l  o f  a  U n i t e d
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States contractor, coordination shall be 
effected with the appropriate component 
Commander of the unified Command 
concerned to assure compliance with off­
shore procurement policies and country- 
to-country agreements (see § 1.320). 
The purchasing activity shall provide 
the appropriate commander with all es­
sential data, including security require­
ment and logistic support provisions of 
the proposed contract.

3. Sections 1.702(b) (2*), 1.706-4,1.706- 
7 and 1.804-2(d) (1) are revised as fo l­
lows:

§  1 .7 0 2  G e n e r a l  p o l i c y .

* * * * *
(b ) * * *
(2) Invitations for bids or requests for 

proposals shall be sent to all firms on 
the appropriate list except that where 
less than a complete list is to be used 
pursuant to § 2.205-4 of this chapter, a 
pro rata number of small business sup­
pliers shall be solicited;

* * * * *

§  1 *7 0 6 —4  R e p o r t i n g  f o r  D e p a r t m e n t  o f  
C o m m e r c e  P r o c u r e m e n t  S y n o p s i s .

See § 1.1003-8.

§  1 *7 0 6 —7  A u t o m a t i c  d i s s o lu t i o n  o f  se t - 
as i d e s .

I f  the entire set-aside portion is not 
procured by the method set forth  in 
§ 1.706-5, as to total set-asides, or in 
§ 1.706-6, as to partial set-asides, the de­
termination referred to in § 1.706-1 is 
automatically dissolved as to the un­
awarded portion of the set-aside and 
such unawarded portion may be pro­
cured by advertising or negotiation as 
appropriate in accordance with existing 
regulations (see §§ 3.201-2(b) (2) and
3.210—3 of this chapter as to negotiation ).

§  1 .8 0 4 —2  S e t -a s i d e  p r o c e d u r e s .

* * *~ * *

(d ) (1) A fter the award price for the 
non-set-aside portion has been deter­
mined, negotiations may be conducted 
for the set-aside portion. Procurement 
of the set-aside portion shall in all in ­
stances be effected by negotiation, 
with those bidders or offerors who have 
submitted responsive bids or proposals on 
the non-set-aside portion at a unit price 
no greater than 120 percent of the high ­
est award made or to be made on the 
non-set-aside portion and who are de­
termined to be responsible prospective 
contractors for the set-aside portion of 
the procurement. Negotiations shall be 
conducted in the order of priority indi­
cated in the foregoing notices; provided 
that, where equal low bids are received 
on the non-set-asidq portion from con­
cerns which are equally eligible for the 
set-aside portion, the concern which is 
awarded the non-set-aside portion 
(under the equal low bid procedures of 
§ 2.407-6 of this chapter) shall have first 
priority with respect to negotiations for 
the set-aside portion. The set-aside 
portion shall be awarded at the highest 
unit price awarded or to be awarded for 
the non-set-aside portion. I f  the entire 
set-aside portion cannot be awarded by 
the method described herein, any un­
awarded portion may be procured by ad­
vertising or negotiation, as appropriate,

in  accordance with existing regulations 
(see §§ 3.201-2(b ) ( 1) and 3.210-3 of this 
chapter as to negotiation).

* * * * *

4. Section 1.1002 is revised and new 
§§ 1.1002- 1, 1.1002- 2, 1.1002- 3, 1.1002- 4 , 
1.1002-5, and 1.1002-6 are added as 
follows;

§  1 .1 0 0 2  D i s s e m i n a t i o n  o f  i n f o r m a t i o n  
r e l a t i n g  t o  i n v i t a t i o n s  f o r  b i d s  a n d  
r e q u e s t s  f o r  p r o p o s a l s .

§  1 .1 0 0 2 —1 A v a i l a b i l i t y  o f  i n v i t a t i o n s  
f o r  b i d s  a n d  r e q u e s t s  f o r  p r o p o s a l s  
a t  t h e  c o n t ra c t i n g  o f f i c e .

A  reasonable number of copies of invi­
tations for bids and requests for pro­
posals, which are required to be pub ­
licized in the Commerce Business D aily, 
including specifications and other perti­
nent information, shall be maintained at 
the contracting office. Upon request, 
prospective contractors not initia lly 
solicited may be mailed or otherwise pro­
vided copies of such invitations for bids 
or requests for proposals to the extent 
they are available. - W here a solicitation 
for proposals has been limited as a result 
of a determination* that only a specified 
firm or firms possess the capability to 
meet the requirements of a procurement, 
requests for proposals shall be mailed 
or otherwise provided upon request to 
firms not solicited, but only a fter advice 
has been given to the firm making the 
request as to the reasons for the limited 
solicitation and the unlikelihood of any 
other firm being able to qualify for a 
contract award under the circum­
stances; but see § 4.205-2 of this chap ­
ter. In  addition, to the extent that 
invitations for bids or requests for pro­
posals are available, they shall be pro­
vided on a “first come-first served” basis, 
for pick up at the contracting office, to 
publishers, trade associations, procure­
ment information services, and other 
members of the public having a legiti­
mate interest therein; otherwise, the 
contracting office may limit the avail­
ab ility of such information to perusal at 
the contracting office (for construction, 
see § 4.102-1 of this chapter). In  deter­
mining the “reasonable number” of 
copies to be maintained, the contracting 
officer shall consider, among other 
things, the extent of initia l solicitation, 
reproduction costs, the nature of the 
procurement, whether access to classified 
matter is involved, the anticipated re­
quests for copies based upon responses to 
synopses and other means of publication 
in previous similar situations, and the 
fact that publishers and others who dis­
seminate information regarding pro­
posed procurements normally do not 
require voluminous specifications or 
drawings. W ith  regard to classified 
procurements, the foregoing instructions 
apply to the extent consistent with de­
partmental security instructions and 
procedures.

§  1 .1 0 0 2 —2  L i m i t e d  a v a i l a b i l i t y  o f  c e r ­

t a i n  sp e c i f i c a t i o n s ,  p l a n s ,  a n d  d r a w ­
i n g s .

W here the purchasing acitivity is not 
in possession of complete sets of specifi­
cations, plans, and drawings (as in some 
procurements of airframes, s h ip b u i l d in g , 

or major weapons systems), or the draw-

Ings and specifications are classified, or 
are so voluminous that display and dis­
tribution in accordance w ith §§ 1.1002 
through 1.1002-6 is impracticable, the 
solicitation shall contain notice of this 
fact and of the locations at which the 
specifications, plans, or drawings may be 
examined (see § 1.1203).

§  1 .1 0 0 2 —3  D i s t r i b u t i o n  t o  t h e  S m a l l  
B u s i n e s s  A d v i s o r y  S e rv i c e  C e n t e r .

A  copy of each unclassified invitation 
for bids issued in the U nited States, a 
copy of each unclassified request for 
proposals, and a copy of each letter 
solicitation (including all documents 
affixed to the invitation for bid, request 
for proposal, or letter of solicitation, ex ­
cept copies of drawings and specifica ­
tions) issued in the U nited States and 
required to be publicized in the Com­
merce Business Daily, and a copy of 
every amendment to each such invita ­
tion for bids or request for proposals, 
shall be sent directly, on the date issued, 
to the Small Business Advisory Service 
Center, Small Business Administration, 
811 Vermont Avenue NW ., W ashington, 
D.C., 20416. This center is maintained 
to provide information to all persons 
having an interest in Government pro­
curement opportunities.

§  1 .1 0 0 2 —4  D i s p l a y i n g  i n  p u b l i c  p la c e .

A  copy of each solicitation for an un­
classified procurement in excess of 
$2,500 shall be displayed at the contract­
ing office, and, if appropriate, at some 
additional public place (other than the 
Small Business Advisory Service Center) 
from the date issued until seven days 
a fter bids or proposals have been opened.

§  1 .1 0 0 2 —5  I n f o r m a t i o n  r e le a s e s  t o  n e w s ­

p a p e r s  a n d  t r a d e  j o u r n a l s .

A b rief announcement of the proposed 
purchase may be made availab le to 
newspapers, trade journals, and maga ­
zines for publication without cost to the 
Government.

§, 1 .1 0 0 2 —6  P a i d  a d v e r t i s e m e n t s  i n  n e w s ­

p a p e r s  a n d  t r a d e  j o u r n a l s .

(a ) Scope. This section implements 
5 UJS.C. 22a; 44 U.S.C. 321, 322, and 324; 
and Title 7, Chapter 5200, G eneral Ac ­
counting Office Policy and Procedures 
Manual for Guidance of Federal Agen ­
cies.

(b ) D e fin ition . As used in this para ­
graph 1- 1002.6, “newspaper” means a 
publication printed and distributed at 
stated intervals to convey news and in ­
cludes trade journals which carry news 
in addition to technical matter.

(c) G enera l. G enerally, paid adver­
tisements in newspapers shall not be 
used. However, when time w ill permit, 
the publication of essential details of in ­
vitations for bids in newspapers as paid 
advertisements may be authorized, as 
indicated below, when necessary to 
secure effective competition, prov ided  
written authority to advertise has been 
obtained in advance.

(d ) L im ita tion . No advertisement of 
a proposed procurement shall be pub ­
lished in any newspaper published and 
printed in the D istrict of Columbia un­
less the supplies are to be furnished for 
use, or the labor is to be performed, in
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the D istrict of Columbia or in the ad­
joining counties of Maryland or Virginia.

(e) A u thority  and de legation . Au ­
thority to approve the publication of 
paid advertisements in newspapers is 
vested by statute in the Secretary of 
each Department. This authority may 
be delegated by the Secretary in writing, 
by position designation, to subordinates 
within his Department. The delegation 
shall specify the limitations, if any, of 
the authority granted. Administrative 
duties involved in accomplishing the ad ­
vertising may be assigned by the delegate 
to subordinates, by name or position, by 
suitable instruments in writing, per ­
sonally signed by the delegate, setting 
forth  the extent of the administrative 
duties involved. A  copy of the instru ­
ment delegating authority to advertise 
and a copy of the instrument assigning 
administrative duties thereunder w ill 
either be attached to the first voucher 
submitted for payment or shall be for ­
warded immediately upon issuance of 
the General Accounting Office address to 
which records of the Department are 
submitted for audit purposes. Copies 
of such instruments shall also be a t­
tached to the duplicate voucher sub­
mitted to the paying office pursuant to 
paragraph (1) of this section.

( f)  R eques t fo r a u thority  to  place  
ad v ertis em ent. (1) Special or general 
authority to place advertisements in 
newspapers must be secured in advance 
and as prescribed by each Department. 
Special authority authorizes the publica ­
tion of a given advertisement a specified 
number of times in a designated news­
paper or newspapers. G eneral author­
ity authorizes the publication during a 
fiscal year, as designated, as such adver­
tisements for bids as may be required by 
the duties of officers engaged in making 
frequent purchases or contracts.

(2) Requests for authority to adver­
tise shall specify the newspapers in which 
it is deemed advantageous to advertise.

(g ) P re p a ra tion  o f ad v ertis em ent.

(1) Except as provided in, subparagraph
(2) of this paragraph, all advertisements 
w ill be set solid, without paragraphing, 
in accordance with usual Government 
requirements, a sample of which is 
shown on Standard Form 1143 (Adver ­
tising O rd er).

(2) W hen advertising to be set other 
than solid is purchased, the specifica ­
tions for such advertising must be defi­
nite, clear, and specific. No allowance 
shall be made for paragraphing, for dis­
play leaded or prominent headings, un­
less specifically ordered, or for additional 
space required by the use of type other 
than that specified. Specifications for 
advertising other than solid w ill accom­
pany the advertisement copy submitted 
to the publisher w ith the advertising 
order, and copies of both documents w ill 
be transmitted to the General Account­
ing Office with the voucher.

(h ) In s e rtion — (1) N um b e r o f ins e r­

tions . No greater number of newspapers 
or insertions shall be used in any case 
than is necessary to give proper and suf­
ficient public notice. Ordinarily, ad ­
vertisements w ill be given six insertions 
in daily or fou r insertions in weekly 
papers. Such insertions shall be placed

in sufficient time prior to the date of 
opening of bids to allow interested b id ­
ders to obtain plans and specifications 
and prepare bids. In  case of emergency, 
advertisements may be inserted one or # 
more times, as time and circumstances 
permit.

(2) L im ita tion s  on  tim e  o f pub lica ­

tions . No authorization w ill be given for 
the publication of an advertisement 
beyond the morning of the day on which 
the opening of bids is to occur, and no 
payments w ill be made for continuing 
such publicatipn beyond the period 
authorized.

(1) R ates . Advertising may be paid 
for at rates not to exceed the commercial 
rates charged to private individuals, with 
the usual discounts.

( j)  P ro o f o f pub lication . (1) Every 
voucher rendered for official advertising 
should be accompanied with a copy of 
each issue (or tear sheet) of the publi­
cation in which the advertisement ap ­
peared. However, if copies of the 
publications (or tear sheets) are not 
available, an affidavit of publication may 
be furnished in lieu thereof.

(2) Copies of publications (or tear 
sheets), or affidavits in lieu  thereof, sub­
mitted as proof of publication shall be 
retained in the paying officer’s files until 
settlement of his account by the General 
Accounting Office, after which they may 
be disposed of.

(k) F orm s . (1) Standard Form 1143 
(Advertising Order) shall be signed by 
the person to whom authority to adver­
tise has been delegated, or by the person 
to whom administrative authority to 
place the advertising has been assigned 
(see paragraph (e) of this section ). 
In  the latter case, the date and number 
of such instrument of assignment shall 
be put in the box on the standard form 
to the left of the signature. The date 
and number of the instrument delegat­
ing authority to advertise shall be put 
in the box in the upper right, hand cor­
ner of the form. See paragraph (g ) 
of this section, with reference to the 
composition of the advertising copy, in 
connection with the preparation of this 
form.

(2) The public voucher w ill be pre­
pared by publishers to bill their charges 
against the Department for advertising 
published in accordance with the adver­
tising order (Standard Form 1143). 
The Public Voucher for Advertising 
(original) is printed on the reverse of 
the original advertising order (Stand ­
ard Form 1143). The Public Voucher 
for Advertising (memorandum) is 
printed on the reverse of the memoran ­
dum advertising order (Standard Form 
1143a). Separate instruments shall not 
be used for ordering advertising and the 
payment therefor. The instructions in 
paragraph (j ) of this section apply when 
this form is used.

(1) Pay m ent. Upon receipt of the 
public voucher, supported by proof of 
publication, from a publisher, the officer 
placing the advertisement w ill assemble 
and attach appropriate supporting docu ­
ments (see paragraph (e) of this sec­
tion ) , sign the second certificate on the 
reverse of Standard Form 1143, and

submit the account in duplicate to the 
proper paying office for payment.

5. Sections 1.1003-1,1.1003-2,1.1003-3, 
1.1003-4, 1.1003-6, 1.1003-8 and 1.1003-9
( a ) , (b ) , and (e) are revised to read as 
follows:

§  1 .1 0 0 3 —1 G e n e r a l .

(a ) Every proposed advertised or ne­
gotiated procurement made in the 
U nited States, which may result in an 
award in excess of $10,000 shall be pub ­
licized promptly in the Commerce Busi­
ness D aily “Synopsis of U .S. Government 
Proposed Procurement, Sales and Con­
tract Awards” except for procurements 
described in paragraphs (b ) and (c) of 
this section.

(b ) Classified procurements (Excep ­
tion 1 in Item 13 Code E of DD Form 
350), where the information necessary 
to be included in the Synopsis would dis­
close classified information or where 
the mere disclosure of the G overnment’s 
interest in the area of the proposed pro­
curement would violate security require­
ments, shall not be publicized in the 
Synopsis. A ll other classified procure­
ments shall be publicized in the Synop­
sis, even though access to classified mat­
ter might be necessary in order to submit 
a proposal or to perform the contract 
(see § 1.1003-9(e) ( 3 ) ) .  The intent of 
the exception for classified procurement 
in the synopsis requirements of Public 
Law 87-305 is not to exempt every classi­
fied procurement from publicizing, but to 
provide a safeguard against violating se­
curity requirements.

(c) The following need not be pub ­
licized in the Synopsis (Exceptions 2 
through 9 in Item 13, Code E, of DD Form

350): .
(1) Procurement of perishable sub-

s i s t e n c e .
(2) P r o c u r e m e n t  o f  e le c t r i c  p o w e r  o r  

e n e rg y ,  g a s  (n a t u r a l  o r  m a n u f a c t u r e d ) , 
w a t e r ,  o r  o t h e r  u t i l i t y  se rv ic e s.

(3) Procurement (whether advertised 
or negotiated) which is of such urgency 
that the Government would be seriously 
injured by the delay involved in permit­
ting the date set for receipt of bids, pro­
posals, or quotations to be more than 15 
calendar days from the date of trans­
mittal of the synopsis or the date of is­
suance of the solicitation, whichever is 
earlier.

(4) Procurement to be made by an 
order placed under an existing contract.

(5) P r o c u r e m e n t  t o  be  m a d e  f r o m  o r 
t h r o u g h  a n o t h e r  G o v e r n m e n t  d e p a r t ­

m e n t  o r  a g e n c y ,  o r  a  m a n d a t o r y  so urc e  
o f  su p p ly  su c h  a s  a n  a g e n c y  f o r  t h e  b l i n d  
u n d e r  t h e  b l i n d -m a d e  p ro d u c t s  p ro g ram .

(6 )  P r o c u re m e n t  o f  p e rs o n a l  o r  p ro ­

f e ss i o n a l  se rv i c e s.
(7) P r o c u re m e n t  f r o m  e d u c a t i o n a l  in ­

s t i t u t i o n s t o  be  n e g o t i a t e d  u n d e r  § 3.205 
o f  t h i s  c h ap t e r .

(8 )  P r o c u re m e n t  i n  w h i c h  o n ly  f o r ­

e i g n  so urc e s  a r e  t o  b e  so l ic i t e d .

§  1 . 1 0 0 3 -2  T i m e  o f  p u b l i c i z i n g .

To allow concerns which are not o n  
current bidders lists ample time to pre­
pare bids, proposals or quotations, pur­
chasing offices should, when feasible, 
synopsize proposed procurements at least 
ten days before the issuance of solicita-
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tions, in accordance with § 1.1003-9 (b )
( 8 ) .

§  1 .1 0 0 3 —3  P r e -i n v i t a t i o n  n o t i c e s .

W here pre- invitation notices (see 
§ 2.205-4 of this chapter) are used, the 
pre-invitation information shall be in ­
cluded in the synopsis. This informa ­
tion need not be re-published in the 
synopsis when the invitation for bids is 
issued.

§  1 .1 0 0 3 —4  A d v a n c e  n o t i c e  f o r  r e s e a rc h  
a n d  d e v e l o p m e n t .

In  order that potential sources may 
learn of research and development pro­
grams, advance notices of the G overn ­
ment’s interest in a specific research and 
development field shall be published in 
the Commerce Business D aily in accord­
ance with § 1.1003-9 (d ) so as to give 
such sources adequate opportunity to 
submit information for evaluation of 
their research and development capa ­
bilities, except where security considera ­
tions prohibit such publication. Each 
specific procurement of research and de­
velopment projects shall be publicized in 
the Commerce Business D aily unless one 
of the exceptions in § 1.1003-1 is applic­
able or unless an advance notice of the 
G overnment’s requirements in the par­
ticu lar field, published in the Commerce 
Business D aily in accordance with 
§ 1.1003-9(d), has been sufficiently spe­
cific to permit potential sources to re­
quest solicitations for the prospective 
procurement. (See § 4.203 of this 
chapter.)

§  1 .1 0 0 3 —6  S y n o p s e s  o f  s u b c o n t ra c t  o p ­
p o r t u n i t i e s .

(a ) B y  con tra ctin g  officers . (1) In  
order to broaden the opportunity in ne­
gotiated procurement for subcontracting 
by small business concerns and others, 
contracting officers shall, unless not in 
the Government’s interest or subcon­
tracting opportunities do not exist, pub ­
lish in the Commerce Business D aily the 
names and addresses of firms to whom 
requests for proposals are to be issued. 
This procedure w ill offer opportunity to 
small business concerns and others in ­
terested in subcontracting to make direct 
contract with prospective prime con ­
tractors at an early stage in the procure­
ment. An addition to the regular sy­
nopsis prepared in accordance with 
§ 1.1003-9 shall be made as set forth  in 
§ 1.1003-9( f ) .

(2) Contracting officers shall, unless 
not in the Government’s interest or sub­
contracting opportunities do not exist, 
publish in the Commerce Business D aily 
the names and addresses of firms which 
have submitted acceptable technical 
proposals in the first step of two-step 
formal advertising and w ill therefore be 
issued invitations for bids in the second 
step (see § 2.503 of this chapter). Such 
lists should be followed by a statement 
substantially as follows:

I t  is  s u g g e s te d  th a t  s m a ll b u s in e s s  fir m s  o r  

o th e r s  in te r e s te d  in  s u b c o n tr a c tin g  o p p o r ­

tu n it ie s  in  c o n n e c tio n  w ith  th is  p r o c u r e m e n t 

m a k e  d ir e c t c o n ta c t w ith  th e  a b o ve  fir m s .

(b ) B y  p rim e  con tractors  and sub con ­

tractors . Prime contractors and sub­
contractors should be encouraged to use
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the Commerce Business D aily to publi­
cize opportunities in the field of sub­
contracting stemming from their defense 
business. Prime contractors and their 
subcontractors w ill be advised to mail 
subcontract information directly to the 
U.S. Department of Commerce (Synop ­
sis) , Administrative Service Office, Room 
1300, 433 W est Van Buren St., Chicago,
111., 60607, under the heading “Subcon­
tracting Assistance W anted” and in the 
form  of the following example.

X Y Z  C o . a t tn  J o h n  Z .  S m ith ,  T e le .  N o .  

R A n d o lp h  6 - 1 1 1 1 , 102 F ir s t  A ve . ,  C h ic a g o ,

111., 60607, s eek s  S u b c o n tr a c to r  o n  ite m s  t o

b e  u s ed  In  c o n n e c tio n  w ith  C o n tr a c t N o . 

---------- a w a r d e d _______________ _

(D a te )

C o ils , In d u c tio n ,  d w g .  N o .  1 0 - 7 4 2__  10,000 ea .

(N a m e ,  d e s c r ip tio n ,  a n d  q u a n tity  o f  o th e r  

ite m s  o r  s e r v ic e s  m a y  b e  in c lu d e d  a s  lo n g  a s  

c o n tr a c t a s s is ta n ce  is  d e s ir e d  u n d e r  th e  s a m e  

c o n tr a c t n u m b e r )— i f  in te r e s te d ,  m a k e  in ­

q u ir y  b e f o r e ----------------- t o  a b o ve  c o n tr a c to r .

(D a te )

§  1 .1 0 0 3 —8  R e s p o n s i b i l i t y  o f  s m a l l  b u s i ­
n e ss  sp e c i a l i s t s .

Small business specialists in each pur­
chasing office are responsible for screen­
ing all proposed procurements and for 
recommending action to be taken with 
respect to publicizing such procurements 
in accordance with the requirements of 
this paragraph §§ 1.1003 through
1.1003-9. In  those offices where no small 
business specialist is assigned, the con ­
tracting officer or other designated rep ­
resentative shall accomplish the fore ­
going.

§  1 .1 0 0 3 —9  P r e p a r a t i o n  a n d  t r an sm i t t a l .

(a ) Each purchasing office shall trans ­
mit a synopsis of proposed procurements 
as follows:

(1) W hen teletypewriter service is 
available, all synopses shall be forwarded 
daily as soon as practical via teletype­
w riter covering invitations forib ids, re­
quests for proposals or quotations issued 
on that day, or at the earliest practical 
time prior to issuance of the invitation 
for bids, requests for proposals or quo­
tations, as is deemed appropriate, to the 
following address.

S yn o p s is  ( A t tn :  R U C M D W ) ,

U .S . D e p a r tm e n t o f  C o m m e r c e ,

A d m in is tr a t iv e  S e r v ic e  O ffice ,

C h ic a g o ,  I l l in o is .

(2) W hen teletypewriter service is not 
available, synopses shall be dispatched 
by airmail or ordinary mail, whichever 
is considered most expeditious, addressed 
as follows:

U .S . D e p a r tm e n t o f  C o m m e r c e  (S y n o p s is ) , 

A d m in is tr a t iv e  S e r v ic e  O ffice ,
R o o m  1300,

433 W e s t V a n  B u r e n  S tr e e t,

C h ic a g o ,  I l l in o is ,  60607.

(b ) Each synopsis shall be prepared as 
described below:

( 1 )  L in e s  in  th e  te x t  c o m m e n c in g  flu s h  

w ith  l e f t  m a r g in  w i l l  n o t  e x ceed  69 ty p e ­

w r it t e n  s p a ces . D o u b le  s p a ce d  lin e s  w i l l  b e  

u s ed  t o  d e s c r ib e  e a c h  p r o c u r e m e n t a c tio n .  

D e s c r ip tio n s  o f  d if fe r e n t  p r o c u r e m e n t a c tio n s  

w i l l  b e  d is tin g u is h e d  b y  in d e n tin g  th e  fir s t  
l in e  5 s p a ces .

( 2 )  T h e  fir s t  l in e  o f  th e  te x t  o f  th e  m e s ­

s a g e  w i l l  s ta te  th e  n u m b e r  o f  th e  s yn o p s is  

b e in g  s e n t.  S yn o p s e s  w i l l  b e  n u m b e r e d  c o n ­

s e c u t iv e ly  b y  th e  p u r c h a s in g  o ffice  d u r in g  

th e  c a le n d a r  y e a r .  N e w  n u m e r ic a l s e r ie s  b e ­

g in n in g  w ith  n u m b e r  o n e  w i l l  s ta r t  a s  o f  

ih e  fir s t  w o r k in g  d a y  o f  J a n u a r y  o f  e a c h  ye a r .  

D o u b le  s p a ce  b e tw e e n  th is  l in e  a n d  th e  n e x t 
l in e .

( 3 )  T h e  s e c o n d  l in e  o f  th e  te x t  o f  th e  m e s ­

s a g e  w i l l  s ta te  n a m e  a n d  lo c a tio n  o f  th e  

p u r c h a s in g  o ffice  s tr a ig h t  a cro s s  th e  p a g e ,  n o t  

t o  e x c e e d  69 ty p e w r itte n  s p a ces . N o  a b b r e ­

v ia t io n s  a r e  to  b e  u s ed  e x c e p t fo r  n a m e  o f  

S ta te .  I f  m o r e  th a n  o n e  l in e  is  r e q u ir e d  fo r  

n a m e  a n d  lo c a tio n  o f  p u r c h a s in g  o ffice , d o u ­

b le  s p a ce  a n d  c o n tin u e  o n  s u b s e q u e n t l in e  

o r  l in e s  i f  n eces s a r y , d o u b le  s p a c in g  b e tw e e n  

e a c h  l in e .  T h e  a d d r es s  m a y  in c lu d e  a n  a t ­

te n tio n ,  p h r a s e  d ir e c te d  to  a n  o ffic ia l b y  n a m e  
o r  t it le .

( 4 )  F o u r  s p a ces  b e lo w  th e  p r e c e d in g - l in e  

e n tr y  (n a m e  a n d  a d d r es s  o f  p u r c h a s in g  

o ff ic e ) ,  In d e n t 5 s p a ces . U s in g  th e  D e p a r t ­

m e n t  o f  D e fe n s e  P r o c u r e m e n t C o d in g  M a n ­

u a l,  S e c tio n  I  o f  V o lu m e  I ,  C o m m o d itie s  a n d  

S e r v ic e s  R e p o r te d  o n  D D  F o r m  350 , s e le c t 

c o d e  a p p lic a b le  to  p r o c u r e m e n t a c t io n  a n d  
in s e r t  a s  a p p r o p r ia te :

( i )  “ E D T R ” , fo r  a n y  p r o c u r e m e n t c la s s ifie d  
u n d e r  P a r t  A ;

( i i )  T h e  s in g le  le t te r  c o d e  fo r  p r o c u r e m e n t 

a c tio n s  c la s s ifie d  u n d e r  P a r t  B  (u s e  “ Z ”  fo r  

s e r v ic e s  w h ic h  d o  n o t  f a l l  w ith in  th e  c a te ­
g o r ie s  c ite d  in  P a r t  B ) ; o r

( i i i )  T h e  fir s t  tw o  d ig its  o f  th e  4 - d ig it  

c o d e  fo r  p r o c u r e m e n t a c tio n s  c la s s ifie d  u n d e r  
P a r t  C  o f  th e  M a n u a l.

I f  m o r e  th a n  o n e  c la s s ific a tio n  is  a p p lic a b le  

to  th e  p r o c u r e m e n t a c tio n ,  e n te r  th e  c o d e  

a c c o u n tin g  fo r  th e  la r g e s t d o l la r  v o lu m e  o f  

th e  p r o c u r e m e n t.  T w o  h y p h e n s  w i l l  b e  in ­

s e r te d  a fte r  th e  c o d e  fo l lo w e d  b y  a  d e s c r ip ­

t io n  o f  th e  s u p p lie s  o r  s e r v ic e s  b e in g  p r o c u r e d  

s ta te d  in  n a r r a t iv e  p a r a g r a p h  fo r m ,  d o u b le  

s p a ced , w ith  e a c h  l in e  c o m m e n c in g  flu s h  w ith  

th e  l e f t  m a r g in .  T h e  le n g th  o f  th e  lin e s  in  

th e  d e s c r ip tio n  w il l  n o t  e x c e e d  69 ty p e w r it te n  

s p a ces . T h e  d e s c r ip tio n  w i l l  b e  c le a r ,  c o n ­

c is e , a n d  w ith  a  m in im u m  n u m b e r  o f  w o r d s  

b u t  s u ffic ie n t fo r  u n d e r s ta n d in g  b y  in te r ­

e s te d  p a r tie s .  I t  w il l  in c lu d e ,  a s  a p p r o p r ia te ,  

c o m m o n ly  u s ed  n a m e s  o f  s u p p ly  Ite m s ,  b a s ic  

m a te r ia ls  f r o m  w h ic h  fa b r ic a te d ,  g e n e r a l s ize  

o r  d im e n s io n s ,  c ita t io n s  o f  s p e c ific a tio n  o r  

d r a w in g  n u m b e r s ,  o r  o th e r  d a ta .  I f  th e  

m a te r ia l  b e in g  p r o c u r e d  is  c o v e r e d  b y  o n e  

o r  m o r e  s p e c ific a tio n s  r e q u ir in g  q u a l if ic a tio n  

te s t in g  a n d  a p p r o v a l a n d  s u ch  r e q u ir e m e n t 

h a s  n o t  b e e n  w a iv e d  b y  c o m p e te n t  a u th o r ity ,  

th e  n o ta t io n  “ ( Q P L ) ”  s h a ll  b e  ih s e r te d  im ­

m e d ia te ly  fo l lo w in g  th e  s p e c ific a tio n  n u m ­

b e r .  T h e  F e d e r a l s to c k  n u m b e r  w i l l  a ls o  b e  

in c lu d e d  w h e r e  o n e  h a s  b e e n  a s s ig n ed . I n  

th e  a b s en ce  o f  a  F e d e r a l  s to c k  n u m b e r ,  th e  

s e r v ic e  s to c k  n u m b e r  w i l l  b e  In c lu d e d  w h e r e  

o n e  h a s  b e e n  a s s ig n ed . H o w e v e r ,  w h e r e  m o r e  

th a n  s ix  ite m s  a r e  l is te d  in  th e  s yn o p s is ,  

s to c k  n u m b e r s  w il l  b e  l is te d  o n ly  fo r  th e  s ix  

ite m s  o f  h ig h e s t v a lu e .  N o  a b b r e v ia tio n s  w i l l  

b e  u s ed  In  d e s c r ib in g  s u p p lie s  o r  s e r v ic e s ,  

a lth o u g h  s ta n d a r d  a b b r e v ia tio n s  m a y  b e  u s ed  

in  l is t in g  th e  q u a n tity  p u r c h a s e  r e fe r e n c e  

n u m b e r s ,  s p e c ific a tio n s  a n d  b id  o p e n in g  d a te .  

P u n c tu a t io n  s y m b o ls  w i l l  b e  u s ed  a s  in  n o r ­

m a l c o r r e s p o n d e n c e .  F r a c tio n s  o n  ty p e ­

w r ite r  k e y s  w i l l  n o t  b e  u s ed  b u t fr a c tio n s  

m a y  b e  e x p re s s ed  b y  (n u m b e r )  / (n u m b e r )  

e.g ., 11/16, 1/4, 1/2. T h e  s y m b o ls  #  o r  @  

o r  *  m a y  n o t  b e  u s ed  s in c e  th e y  a r e  n o t  u s ed  

in  te le ty p e w r ite r  o p e r a tio n .

( 5 )  F o l lo w in g  th e  c o m p le te  d e s c r ip tio n  

o f  th e  s u p p lie s  o r  s e r v ic e s  w h ic h  w il l  e n d  

w ith  a  p e r io d ,  tw o  h y p h e n s  w i l l  b e  u s ed  t o  

s e t o ff  th e  q u a n t ity  to  b e  p r o c u r e d .  T h e  

q u a n t ity  u s u a lly  w i l l  b e  s ta te d  in  n u m e r a ls  

fo l lo w e d  b y  th e  u n it  (a b b r e v ia t io n s  o f  u n its  

a r e  p e r m is s ib le ,  e .g ., lb s . , ea ., d o z . ) .  W h e n ­

e v e r  i t  is  n ece s s a r y  to  u s e  “ In d e f in ite  Q u a n ­

t i t y , ”  th e  d e s c r ip tio n  s h o u ld  in c lu d e  a  s ta te ­

m e n t  a s  t o  th e  d u r a t io n  o f  th e  c o n tr a c t o r  

p e r io d  c o ve r e d .
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( 6 )  T h e  q u a n t ity  w i l l  b e  fo l lo w e d  b y  tw o

h y p h e n s  b e fo r e  in d ic a t in g  th e  p la c e  o f  d e ­

l iv e r y  a s  fo l lo w s :  “ D e liv e r ie s  t o ----------------- •

P la c e s  o f  d e l iv e r y  s h o u ld  b e  s ta te d  s p e c ific a lly  

w h e n  th e r e  a r e  n o t  m o r e  th a n  th r e e  d e s tin a ­

t io n s .  W h e n  d e l iv e r y  p o in ts  a r e  m o r e  n u ­

m e r o u s ,  th e y  w i l l  b e  g r o u p e d ,  i f  p r a c tic a b le ,  

t o  s h o w  th e  g e n e r a l g e o g r a p h ic  a r e a ,  e.g ., 

“ W e s t C o a s t” , “ E a s t C o a s t” , o r  o th e r  a p ­

p r o p r ia te  r e g io n a l  d e s c r ip tio n .  O th e r w is e ,  

th e  p la c e s  o f  d e l iv e r y  w i l l  b e  s ta te d  a s  “ V a r i ­

o u s  D e s tin a tio n s ”  o r  “ D e s tin a tio n  ( s )  t o  b e  

fu r n is h e d ” .
( 7 )  T h e  p la c e s  o f  d e l iv e r y  w i l l  b e  fo l lo w e d  

b y  tw o  h y p h e n s  b e fo r e  c o m m e n c in g  w ith  th e  

in v ita t io n  fo r  b id s  n u m b e r  o r  o th e r  p u r c h a s e  

r e fe r e n c e  n u m b e r ,  w h ic h  m a y  c o n s is t o f  l e t ­

te r s ,  n u m e r a ls ,  o r  a b b r e v ia tio n s  s e p a r a te d  

b y  h y p h e n s  o r  s p a ces . In v it a t io n  fo r  b id s  

n u m b e r s  s h a ll  b e  id e n t ifie d  a n d  fo l lo w e d  b y  

th e  le t te r  “ B ” ; r e q u e s t' f o r  p r o p o s a ls  a n d  r e ­

q u e s t f o r  q u o ta tio n s  n u m b e r s  s h a ll  b e  f o l ­

lo w e d  b y  th e  le t te r  “ Q .” P u r c h a s e  r e fe r e n c e  

n u m b e r s  s h o u ld  n o t  b e  b r o k e n  o r  a p p e a r  o n  

o n e  l in e  c a r r ie d  o v e r  o n  th e  s u b s e q u e n t l in e ,  

a s  th e  in s e r tio n  o f  a  h y p h e n  fo r  th e  c a r r y ­

o v e r  w o u ld  c h a n g e  th e  r e fe r e n c e  n u m b e r .

( 8 )  T w o  h y p h e n s  w il l  b e  u s e d  fo l lo w in g  

th e  in v ita t io n  fo r  b id s  n u m b e r  o r  p u r c h a s e  

r e fe r e n c e  n u m b e r  to  s e t o ff  th e  b id  o p e n in g  

d a te  o r  th e  a d v a n c e  n o t if ic a t io n  d a te .  T h e  

d a te  s h o u ld  b e  s ta te d  in  m il it a r y  s ty le  (d a te ,  

m o n th  a n d  y e a r ,  e .g ., 1 A u g  6 3 ) .  I f  th e  

s y n o p s is  is  p u b lis h e d  p r io r  to  is s u a n c e  o f  

th e  in v ita t io n  fo r  b id s  o r  r e q u e s t fo r  p r o ­

p o s a ls  o r  q u o ta tio n s ,  th e  s yn o p s is  s h a ll  in ­

c lu d e  a  s ta te m e n t t o  th e  e ffe c t th a t  r e q u e s ts  

f o r  s u ch  in v ita t io n s ,  p r o p o s a ls  o r  q u o ta tio n s  

s h o u ld  b e  r e c e iv e d  n o t  la te r  th a n  10 d a ys  

f r o m  th e  d a te  o f  p u b l ic a t io n  o f  s u ch  s y n o p s is  

in  o r d e r  to  e n a b le  th e  p u r c h a s in g  o ffice  to  

m a il  s u c h  in v ita t io n  fo r  b id s ,  r e q u e s t fo r  

p r o p o s a ls ,  o r  r e q u e s t fo r  q u o ta tio n s  d ir e c t ly  

t o  th e  in q u ir e r  a t  th e  t im e  o f  is s u a n ce  

th e r e o f.

* * * * *

(e) Certain procurements involve de­
mands on the contractor which may 
make it virtually impossible for concerns 
not having special capabilities or quali­
fications to compete realistically for the 
contract. So as to alert such concerns 
to the need for special capabilities or 
qualifications and thus permit them to 
avoid improvident expenditures for bid 
preparation and the like, procurements 
for which ( 1) it is impracticable to dis ­
tribute plans, drawings or specifications,
(2) adequate plans, drawings or specifi­
cations to describe requirements are not 
available, (3) security clearance is re ­
quired, or (4) other circumstances exist 
which should be brought to the atten ­
tion of prospective sources for considera ­
tion in order to clearly indicate those 
qualifying factors affecting the procure­
ment, should be so identified in the syn­
opsis. Appropriate notations for in ­
clusion in the synopsis, such as set forth  
below, should be devised to meet the 
needs of specific situations.

( 1 )  A v a i la b i l ity  o f  S p e c ific a tio n s ,  P la n s  o r  

D r a w in g s :

I t  w il l  b e  im p r a c tic a b le  to  d is tr ib u te ? th e  

a p p l ic a b l e __ __________________________________________

( In s e r t  “ s p e c ific a tio n s ,”  “ p la n s ,”  “ d r a w in g s ”  

o r  o th e r  a p p r o p r ia te  w o r d s )  

w ith  th e  s o l ic ita tio n .  T h is  d a ta  m a y  b e  e x ­

a m in e d  o r  o b ta in e d  a t ----------------------------------- -

(B e  s p e c ific )

( 2 )  C o m p le te  D a ta  N o t  A v a ila b le :

A v a ila b le  s p e c ific a tio n s ,  p la n s ,  o r  d r a w in g s ,  

r e la t in g  to  th e  p r o c u r e m e n t d e s c r ib e d  b e lo w

d o  n o t  f \ illy  p r o v id e  a l l  n e c e s s a r y  m a n u fa c ­

t u r in g  a n d  c o n s tr u c tio n  d e ta ils .
( 3 )  S e c u r ity  R e q u ir e m e n ts :

S e c u r ity  c le a r a n c e  w i l l  b e  r e q u ir e d  o f  a l l  

b id d e r s  o r  o ffe r o r s  ( o r  o f  th e  s u c c e s s fu l b id ­

d e r  o r  o f f e r o r ) .
( 4 )  A v a i la b i l ity  o f  B a c k g r o u n d  R e s e a r c h  

R e p o r t :
T h is  p r o c u r e m e n t o f  b a s ic  r e s e a r c h  is  a  

c o n tin u a t io n  o f  a n  e ffo r t  c o n d u c te d  fo r  th e

p a s t __________ 1_________________  A  r e s e a r c h  r e p o r t

( In s e r t  p e r io d )
c o n ta in in g  fin d in g s  to  d a te  is  n o t  a v a ila b le  

t o  th e  G o v e r n m e n t.
( 5 )  P r o d u c t io n  R e q u ir e m e n ts :

T h e  p r o d u c tio n  o f  th e  s u p p lie s  l is te d  r e ­

q u ir e s  a  s u b s ta n tia l in it ia l  in v e s tm e n t o r  

a n  e x te n d e d  p e r io d  o f  p r e p a r a tio n  fo r  m a n u ­

fa c tu r e .
* * * * *

6. Section 1.1004 is revised; § 1.1004-1 
is revoked; and §§ 1.1005, 1.1005-1 and 
1.1005-2 are revised as follows:

§  1 .1 0 0 4  D i s c l o s u r e  o f  i n f o r m a t i o n  p r i o r  
t o  a w a r d .

A  high level of business security must 
be maintained in order to preserve the 
integrity of the procurement process. 
Occasionally, it is necessary to contact 
potential contractors and others outside 
the D epartment of Defense to obtain in ­
formation regarding wage rates, material 
costs, and the like, in order to prepare 
Government estimates in connection 
w ith proposed procurements; however, 
these estimates and other details regard ­
ing such proposed procurements shall not 
be publicized nor discussed w ith pro­
spective contractors. Maximum in for ­
mation w ill be made available to the 
public except (a ) advance information on 
proposed plans regarding procurements, 
which information would provide undue 
or discriminatory advantage to private 
or personal interests, (b ) information 
which is received in confidence, or (c) 
information- which requires protection 
in the public interest. Information sub­
mitted by the bidder or offeror in con ­
fidence, and information which might 
jeopardize the position of the G overn ­
ment or any prospective contractor shall 
not be released outside the Department 
of Defense, except as provided in 
§§ 1.1006(a) and 3.106 of this chapter. 
(See § 1.705-4 as to information to be 
released to the SBA.)

§  1 .1 0 0 4 —1 P r e p a r a t i o n  a n d  t r an s m i t t a l .  
[R e v o k e d ]

§  1 .1 0 0 5  P u b l i c i z i n g  a w a r d  i n f o r m a t i o n .  

§  1 .1 0 0 5 -1  S y n o p s i s  o f  c o n t ra c t  a w a r d s .

(a ) G enera l. Awards of a ll unclas­
sified contracts to be performed in whole 
or in part within the U nited States, ex ­
ceeding $25,000 in amount, shall be pub ­
lished in the Commerce Business D aily 
“Synopsis of U .S. Government Proposed 
Procurement, Sales and Contract 
Awards.”

(b ) P re p a ra tion  and tra ns m itta l. (1) 
Purchasing officers shall prepare and 
forward single copies of synopses of con ­
tract awards, using the same form at as 
prescribed for synopses of proposed pro­
curements in  § 1.1003-9, to the address 
below, by airmail or ordinary mail which ­
ever is considered most expeditious, be­
fore the close of business at the end of 
each week.

U .S . D e p a r tm e n t o f  C o m m e r c e  (S y n o p s is )  

A d m in is t r a t iv e  S e r v ic e  O ffic e  

R o o m  1300
433 W e s t  V a n  B u r e n  S tr e e t 

C h ic a g o ,  I l l in o is ,  60607.

(2) The synopsis of contract awards 
shall contain the following information:

(i) The name and address of purchas­
ing office;

(ii) The classification code applicable 
to the procurement action;

(Hi) A  clear and concise description 
of the supplies or services being procured, 
such description to be followed by the 
contract number and date and, in paren ­
theses, by the applicable number of the 
invitation for bids or request for pro­
posals;

(iv) The quantity of each item;
(v) The dollar amount of the award;
(vi) The name and fu ll address of the 

contractor;
(vii) For FO B  destination procure­

ment when total shipments from a point 
of origin to a point of destination w ill 
exceed 200,000 pounds and destinations 
are firm—

(a ) Origin point of shipment when 
different from  subdivision (vi) of this 
subparagraph;

(b ) CONU S destination of shipment 
(see § 1.1003-9 (b ) ( 6) ) ; and

(c) Scheduled delivery period (begin ­
ning and ending dates) ; and

(viii) W hen requested by the prime 
contractor, a statement of the indus­
tries, crafts, processes, or component 
items in or for which subcontracts are 
available and subcontractors are desired, 
together with the general area, if any, 
indicated by the prime contractor, such 
as Southeast States, W est Coast, New 
England.

§ 1 . 1 0 0 5 —2  O t h e r  p u b l i c a t i o n  o f  a w a r d  
i n f o r m a t i o n .

In  addition to the Synopsis required 
above, contract awards may be the sub­
ject of press releases or other public 
announcements. W hen such press re­
leases or public announcements are 
made, for procurements of $10,000 or 
more, they shall include the following 
information:

(a ) For awards a fter formal adver­
tising, state that the contract was 
awarded a fter competition by formal 
advertising and include the number of 
bids solicited and the number received, 
and state in general terms the basis for 
selection, e.g., the lowest responsible 
bidder.

(b ) For awards a fter procurement by 
negotiation, include the information 
contained in the notice prescribed by 
§ 3.106(b) ( 1) of this chapter and where 
the award was made a fter competitive 
negotiation (either price or design com­
petition) , include a statement to this 
effect and state in general terms the 
basis for selection.

7. Sections 1.1005-3,1.1005-4,1.1005-5,
1.1005- 6, 1.1005-7, 1.1005-8, 1.1005-9,
1.1005- 10, 1.1005-11 and 1.1005-12 are 
revoked, as follows:

§  1 . 1 0 0 5 -3  G e n e r a l .  [R e v o k e d ]

§  1 . 1 0 0 5 -4  l i m i t a t i o n .  [R e v o k e d ]
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§  1 .1 0 0 5 —5  A u t h o r i t y  a n d  d e le g a t i o n .  
[R e v o k e d ]

§

§

§

§

§

§

§

a u t h o r i t y  t o  
[R e v o k e d ]

a d v e r t i s e -

1 .1 0 0 5 — 6  R e q u e s t  f o r  
p la c e  ad v e r t i s e m e n t .

1 .1 0 0 5 — 7  P r e p a r a t i o n  o f  
[R e v o k e d ]

I n s e r t i o n s .  [R e v o k e d ]  

R a t e s .  [R e v o k e d ]

P r o o f  o f  p u b l i c a t i o n .  [R e -

m e n t .

1 . 1 0 0 5 - 8

1 . 1 0 0 5 - 9

1 . 1 0 0 5 - 1 0  
v o k e d ]

1 . 1 0 0 5 - 1 1

1 . 1 0 0 5 - 1 2

F o r m s .  [R e v o k e d ]  

P a y m e n t .  [  R e v o k e d  ]

8. Section 1.1006 is revised; §§ 1.1006-1 
and 1.1006-2 are revoked; and §§ 1.1101
(c) and 1.1105 are revised, as follows:

§  1 .1 0 0 6  M e m b e r s  o f  C o n g re s s .

(a ) In d iv id u a l procu re m e n t in fo rm a ­

tion . In  addition to having access to that 
Information available to members of the 
public, Members of Congress upon their 
request, shall be given detailed informa ­
tion regarding any particu lar D epart­
ment of Defense procurement. The in ­
formation given shall be responsive to the 
congressional request; however, where 
responsiveness would result in disclosure 
of classified matter, business confidential 
information, or information which would 
be prejudicial to competitive procure­
ment, the proposed reply, w ith fu ll docu ­
mentation, shall be referred to the Sec­
retary of the Department concerned, and 
the appropriate legislative liaison office 
shall be informed. W hen a proposed re­
ply is to be so referred to a Secretary, an 
interim reply shall be made to the con ­
gressional request indicating the action 
being taken.

(b ) In clu s ion  on  b idders  m a ilin g  lists . 
Any member of any Committee or Sub ­
committee of the Congress which is in ­
terested in procurement matters shall, 
upon request of the Committee or Sub­
committee Chairman, be placed on appli­
cable bidders mailing lists to receive au ­
tomatic distribution of bid and proposal 
information in the specified area of in ­
terest.

for bids or request for proposals for the 
item as a qualified product. Appropriate 
notice of such determination shall be 
furnished to the TT.S. Department of 
Commerce (Synopsis), Administrative 
Service Office, Room 1300, 433 W est Van 
Buren Street, Chicago, Illinois, 60607, for 
publication in the daily “Synopsis of U.S. 
Government Proposed Procurement, 
Sales and Contracts Award”. The pub ­
licity given to the requirement for quali­
fication testing shall include the follow ­
ing:

(a ) An  intention to establish a quali­
fied products list for a product;

(b ) The specification number and 
nomenclature of the product, and the 
name and address of the office to which 
the request for qualification should be 
submitted; and

(c) Notice that in making future 
awards consideration shall be given only 
to such products as have been accepted 
for inclusion in a qualified products list.

Lists shall always be kept open for in ­
clusion of products from additional sup­
pliers.

PART 2— PROCUREMENT BY 

FORMAL ADVERTISING

9. In  § 2.201(a), subparagraphs (25) 
and (27) are revised and §§ 2.203-1, 
2.203-2, 2.203-3, and 2.205-5 (c) are re­
vised to read as follows:

§  2 .2 0 1  P r e p a r a t i o n  o f  i n v i t a t i o n  f o r  
b id s .

*  *  *  *  *

(a ) * * *
(25) Pending revision of paragraph 4 

of the Terms and Conditions of the In ­
vitation for Bids on the back of Standard 
Form 30 (October 1957 edition) ,and 
Standard Form 33 (October 1957 edition) 
and of paragraph 7 of Standard Form 22 
(January 1961 edition), the following 
provision shall be substituted, as to each 
form, for the cited paragraph:

L a t e  B id s  a n d  Mo d i f i c a t i o n s  o h  W i t h ­
d r a w a l s  (A u g . 1963)

§  1 .1 0 0 6 —1 A w a r d s  a f t e r  f o r m a l  a d v e r ­
t i s i n g .  [  R e v o k e d  ]

§  1 .1 0 0 6 —2  A w a r d s  a f t e r  p r o c u r e m e n t  b y  
n e g o t i a t i o n .  [R e v o k e d ]

§  1 .1 1 0 1  G e n e r a l .

* * * * *

(c) Specifications which require prod­
ucts to be tested and qualified are identi­
fied in the Department of Defense Index 
of Specifications and Standards Chapter 
IV , Defense Standardization Manual 
(M200) is the basic directive concerning 
the qualified products and qualification 
procedures. Copies of the Index and 
the Manual may be obtained by the pub ­
lic from the Superintendent of Docu ­
ments, U.S. Government Printing Office, 
W ashington, D  C., 20402.

§  1 .1 1 0 5  O p p o r t u n i t y  f o r  q u a l i f i c a t i o n .

Upon determination that a product is 
to be covered by a qualified products list, 
manufacturers shall be urged to submit 
their' products for qualification and 
where possible shall be given sufficient 
time to arrange for qualification testing 
prior to issuance of the initia l invitation

( a )  B id s  a n d  m o d ific a tio n s  o r  w ith d r a w a ls  

th e r e o f r e c e iv e d  a t  th e  o ffic e  d e s ig n a te d  in  

th e  in v ita t io n  fo r  b id s  a ft e r  th e  e x a c t t im e  

s e t fo r  o p e n in g  o f  b id s  w il l  n o t  b e  c o n s id e r e d  
u n le s s :

( i )  th e y  a r e  r e c e iv e d  b e fo r e  a w a r d  is  m a d e ;  
a n d  e ith e r

( i i )  th e y  a r e  s e n t b y  r e g is te r e d  m a il ,  o r  

b y  c e r t ifie d  m a il  fo r  w h ic h  a n  o ffic ia l d a te d  

p o s t o ffice  s ta m p  (p o s tm a r k )  o n  th e  o r ig in a l  

R e c e ip t  fo r  C e r tifie d  M a il  h a s  b e e n  o b ta in e d ,  

o r  b y  te le g r a p h  i f  a u th o r iz e d ;  a n d  i t  is  d e ­

te r m in e d  b y  th e  G o v e r n m e n t th a t  th e  la te  

r e c e ip t  w a s  d u e  s o le ly  to  d e la y  in  th e  m a ils ,  

o r  d e la y  b y  th e  te le g r a p h  c o m p a n y ,  f o r  w h ic h  

th e  b id d e r  w a s  n o t  r e s p o n s ib le ;  o r

( i i i )  i f  s u b m itte d  b y  m a il  ( o r  b y  te le g r a m  

i f  a u th o r iz e d ) , i t  is  d e te r m in e d  b y  th e  G o v ­

e r n m e n t th a t  th e  la te  r e c e ip t  w a s  d u e  s o le ly  

t o  m is h a n d lin g  b y  th e  G o v e r n m e n t a fte r  

r e c e ip t  a t  th e  G o v e r n m e n t in s ta l la t io n ;  p ro ­

v id ed , th a t  t im e ly  r e c e ip t  a t  s u c h  in s ta l la t io n  

is  e s ta b lis h e d  u p o n  e x a m in a tio n  o f  a n  a p ­

p r o p r ia te  d a te  o r  t im e  s ta m p  ( i f  a n y )  o f  

s u c h  in s ta l la t io n ,  o r  o f  o th e r  d o c u m e n ta r y  

e v id e n c e  o f  r e c e ip t  a t  s u c h  in s ta U a tio n  ( i f  

r e a d ily  a v a ila b le )  w ith in  th e  c o n tr o l  o f  s u ch  

in s ta l la t io n  o r  o f  th e  p o s to fflc e  s e r v in g  it .

H o w e v e r ,  a  m o d ific a t io n  w h ic h  m a k e s  th e  

te r m s  o f  th e  o th e r w is e  s u c c e s s fu l b id  m o r e  

fa v o r a b le  to  th e  G o v e r n m e n t w il l  b e  c o n ­

s id e r e d  a t  a n y  t im e  i t  is  r e c e iv e d  a n d  m a y  

th e r e a fte r  b e  a c c e p te d .

( b )  B id d e r s  u s in g  c e r t ifie d  m a il  a r e  c a u ­

t io n e d  to  o b ta in  a  le g ib ly  p o s tm a r k e d ,  d a te d  

R e c e ip t  fo r  C e r tifie d  M a il  a n d  r e ta in  i t  

a g a in s t th e  c h a n c e  th a t  th e  p o s tm a r k  t h e r e o f  

w i l l  b e  r e q u ir e d  a s  e v id e n c e  th a t  a  la te  h id  

w a s  t im e ly  m a ile d .  I f  th e  p o s tm a r k  o n  s u c h  

r e c e ip t,  o r  o n  th e  r e g is te r e d  m a il  w r a p p e r ,  

s h o w s  th e  h o u r  o f  m a il in g  a s  w e l l  a s  th e  

d a te ,  th e  t im e  o f  m a il in g  s h a ll  b e  e s ta b lis h e d  

a c c o r d in g ly ;  i f  i t  s h o w s  th e  d a te  b u t  n o t  th e  

h o u r ,  th e  t im e  o f  m a il in g  s h a ll  b e  d e e m e d  to  

b e  th e  la s t m in u te  o f  th e  d a te  s h o w n ;  u n le s s  

th e  b id d e r  fu r n is h e s  e v id e n c e  fr o m  th e  p o s t 

o ffic e  o f  m a il in g  w h ic h ,  ( l )  in  th e  ca s e  o f  

r e g is te r e d  m a il,  e s ta b lis h e s  a n  e a r l ie r  t im e ;  

o r  ( i i )  in  th e  ca s e  o f  c e r t ifie d  m a il,  w h e r e  th e  

R e c e ip t  fo r  C e r tifie d  M a il  id e n t ifie s  th e  p o s t 

o ffic e  s ta tio n  o f  m a il in g ,  e s ta b lis h e s  th a t  th e  

b u s in e s s  d a y  o f  th a t  s ta t io n  e n d e d  a t  a n  

e a r l ie r  t im e ,  in  w h ic h  ca s e , th e  t im e  o f  m a il ­

in g  s h a ll  b e  d e e m e d  to  b e  th e  la s t m in u te  o f  

th e  b u s in e s s  d a y  o f  th a t  s ta tio n .  I f  a n y  s u c h  

R e c e ip t  fo r  C e r tifie d  M a il  d o e s  n o t  s h o w  th e  

d a te ,  th e  b id  s h a ll  n o t  b e  c o n s id e r e d .

* * * * *

(27) A  statement substantially as fol­
lows (prominently placed in the invita ­
tion) :

Ca u t i o n  t o  B id d e r s — L a t e  B id s

S ee  th e  s p e c ia l p r o v is io n  e n t it le d  “ L a te  

B id s  a n d  M o d ific a t io n s  o r  W ith d r a w a ls ”  

w h ic h  p r o v id e s  th a t  la te  b id s  a n d  m o d ific a ­

t io n s  o r  w ith d r a w a ls  th e r e o f s e n t th r o u g h  

th e  m a ils  o r d in a r ily  w il l  b e  c o n s id e r e d  o n ly  

i f  t im e ly  m a ile d  b y  r e g is te r e d  m a il  o r  b y  

c e r t ifie d  m a il  fo r  w h ic h  a  p o s tm a r k e d  r e c e ip t  

h a s  b e e n  o b ta in e d  a s  s p e c ifie d  in  s u ch  p r o ­

v is io n  (A u g .  196 3 )

* * * * *

§  2 .2 0 3 —1 M a i l i n g  o r  d e l i v e r y  t o  p r o s ­

p e c t i v e  b i d d e r s .

Invitations for bids (or pre- invitation 
notices) shall be mailed (or delivered) to 
a sufficient number of prospective bidders 
so as to elicit adequate competition and, 
in accordance with § 1.1002-1 of this 
chapter, may be provided to others hav­
ing a legitimate interest to the extent in ­
vitations for bids are available.

§  2 .2 0 3 —2  D i s p l a y i n g  i n  p u b l i c  p la c e .

Copies of unclassified invitations for 
bids shall be displayed at the purchasing 
office or a t some other appropriate public 
place. (See § 1.1002-1 of this chapter, for 
availab ility of such copies to interested 
persons.)

§  2 .2 0 3 —3  P u b l i c i t y  i n  n e w s p a p e r s  a n d  
t r a d e  j o u r n a l s .

(a ) F re e  pub licity . A  b rief announce­
ment of the proposed purchase may be 
made available for free publication to 
newspapers and to trade journals and 
magazines. Copies of unclassified in ­
vitations for bids for construction proj­
ects may be furnished to trade journals 
for the construction field, except that 
drawings, specifications, general and spe­
cial provisions w ill not be so furnished.

(b ) P a id  ad vertis em ents . See § 1.1002- 
6 of this chapter.

§  2 .2 0 5 —5  R e l e a s e  o f  b i d d e r s  m a i l i n g  
l i st s .

* * * * *

(c) A  list of firms which have submit­
ted acceptable technical proposals in the 
first step of two-step formal advertising 
w ill be listed in the Commerce Business 
D aily for the benefit of prospective sub­
contractors in accordance with §1.1003-6
(a ) (2) of this chapter.
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10. Sections 2.302, 2.303-2 and 2.303-3 
are revised; the introductory portion of 
§ 2.303-6 is revised; and §§ 2.304 and 
2.305 are revised, as follows;

§  2 .3 0 2  T i m e  o f  b i d  « i b m i s s i o n .

Bids shall be submitted so as to be re ­
ceived in the office designated in  the in ­
vitation for bills not later than the exact 
time set for opening of bids. W here tele­
graphic bids are authorized, a tele­
graphic bid received in such office by 
telephone from the receiving telegraph 
office not later than the time set for open­
ing of bids shall be considered if such 
bid is confirmed by the telegraph com­
pany by sending a copy of the telegram 
which formed the basis for the telephone 
call.

§  2 . 3 0 3 -2  C o n s i d e r a t i o n  f o r  a w a r d .

A  late bid shall be considered for 
award only i f :

(a ) It is received before award; and 
sithcr

(b ) It was sent by registered mail, or 
by certified mail for which an official 
dated post office stamp (postmark) on 
the original Receipt for Certified M ail 
has been obtained, or by telegraph if 
authorized, and it is determined that the 
lateness was due solely to a delay in 
the mails (based on evidence pursuant 
to § 2.303-3), or to a delay by the tele­
graph company for which the bidder was 
not responsible; or

(c) I f  submitted by mail (or by tele­
gram where au thorized), it was received 
a t the Government installation in suffi­
cient time to be received at the office 
designated in the invitation by the time 
set for opening and, except for delay 
due to mishandling on the part of the 
G overnment a t the installation, would 
have been received on time at the office 
designated. The only evidence accepta ­
b le to establish timely receipt at the G ov­
ernment installation is that which can 
be established upon examination of an 
appropriate date or time stamp (if any) 
of such installation, or of other docu ­
mentary evidence of receipt at such in ­
stallation ( if readily availab le) w ithin 
the control of such installation or of the 
post office serving it.

§  2 .3 0 3 —3  M a i l e d  b i d s .

(a ) R egis te red  m ail. The tune of 
mailing of a late bid mailed by registered 
mail shall be determined by the date, and 
hour if shown, in the postmark. I f  the 
postmark shows the date but not the hour 
of mailing, the time of mailing shall be 
deemed to be the last minute of the date 
shown unless the bidder furnishes evi­
dence from the post office of mailing 
which establishes an earlier time. I f  
the postmark does not show the date of 
mailing, the bid shall be deemed to have 
been mailed too late unless the bidder 
furnishes evidence from  the post office 
of mailing which establishes a timely 
date.

(b ) C e rtifie d  m ail. The time of mail­
ing of a late bid mailed by certified mail 
for which a postmarked receipt for cer­
tified mail was obtained shall be deter­
mined by the official post office stamp 
(postmark) oh the original receipt for  
certified mail, to be fu rnished by the

bidder, showing the date of receipt by the 
post office at the time of mailing. I f  this 
postmark shows the hours of mailing as 
well as the date, the time of mailing shall 
be established accordingly; if it shows 
the date but not the hour, the time of 
mailing shall be deemed to be the last 
minute of the date shown, except that, 
where the receipt for  certified mall 
identifies the post office station of mail­
ing and the bidder furnishes evidence 
from  the post office station of mailing 
that the business day of that station end­
ed at an earlier time, the time of mailing 
shall be deemed to be the last minute of 
the business day of that station. I f  this 
postmark does not show the date of mail­
ing, the bid shall be deemed to have been 
mailed too late.

(c) D e liv e ry  tim e . Information con ­
cerning the normal time for mail 
delivery shall be obtained by the pur­
chasing activity from the postmaster, 
superintendent of mails, or a du ly au ­
thorized representative for that purpose, 
of the post office serving that activity. 
W hen time permits, such information 
shall be obtained in writing.

§  2 . 3 0 3 -6  N o t i f i c a t i o n  t o  l a t e  b i d d e r s .

W here a late bid is received and it is 
clear from available information that 
under § 2.303-2 such late bid cannot be 
considered, the .contracting officer or his 
authorized representative shall promptly 
notify the bidder that his bid was re­
ceived late and w ill not be considered 
(see also § 2.303-7). However, where a 
late bid is transmitted by registered mail 
and received before award but it is not 
clear from  available information whether 
the bid can be considered, or in any case 
of a late bid transmitted by certified mail 
received before award, the bidder shall 
be promptly notified substantially as 
follows:

• * * * *
§  2 .3 0 4  M o d i f i c a t i o n  o r  w i t h d r a w a l  o f

b i d s .

(a ) Bids may be modified or w ith ­
drawn by written or telegraphic notice 
received in the office designated in the 
invitation for bids not later than the 
exact time set for  opening o f bids. A  
telegraphic modification or withdrawal 
of a bid received in  such office by tele­
phone from  the receiving telegraph office 
not later than the time set for opening 
of bids shall be considered if such mes­
sage is confirmed by the telegraph com­
pany by sending a copy of the tele­
gram which formed the basis for the 
telephone call. Modifications received 
by telegram including a record of those 
telephoned by the telegraph company 
shall be sealed in an envelope by a proper 
official who shall write thereon the date 
and time of receipt and by whom, the 
invitation for  bid number, and his 
signature. N o information contained 
herein shall be disclosed prior to the time 
set for bid opening. See § 2.401 for re ­
ceipt and safeguarding of modifications.

(b ) A  bid may be withdrawn in person 
by a bidder or his authorized representa ­
tive: Prov id e d , His identity is made 
known and he signs a receipt for the bid, 
but only if the withdrawal is prior to the 
exact time set for opening of bids.

§  2 .3 0 5  L a t e  m o d i f i c a t i o n s  a n d  w i t h ­

d r a w a l s .

Modifications of bids and requests for 
withdrawal of bids which are received in 
the office designated in the invitation for 
bids a fter the exact time set for opening 
are “late modifications” and “late w ith ­
drawals”, respectively. A  late modifica ­
tion or late withdrawal shall be subject to 
the rules and procedures applicable to 
late bids set forth  in § 2.303. However, 
a late modification of the otherwise suc­
cessful bid shall be opened at any time it 
is received; and if in the judgment of the 
contracting officer it makes the terms of 
the bid more favorab le to the G overn ­
ment, it shall be considered.

11. In  § 2.405, revise the introductory 
portion and paragraph (d ) (2) ; revise 
§§ 2.407-6, 2.407-7, and 2.409; revise sub- 
paragraph (6) in § 2.503—1 (a ); and in 
§ 2.503-2, revise paragraph (d ) as fol­
lows:

§  2 .4 0 5  M i n o r  i n f o r m a l i t i e s  o r  i r r e g u ­

l a r i t i e s  i n  b i d s .

A  minor informality or irregu larity is 
one which is merely a matter of form 
or is some immaterial variation from the 
exact requirements of the invitation for 
bids, having no effect or merely a trivial 
or negligible effect on price, and no effect 
on quality, quantity, or delivery of the 
supplies or performance of the services 
being procured, and the correction or 
waiver of which would not affect the rel­
ative standing of, or be otherwise preju ­
dicial to, bidders. The contracting 
officer shall either give to the bidder an 
opportunity to cure any deficiency re­
su lting from a minor informality or ir ­
regu larity in a bid, or, waive any such 
deficiency where it is to the advantage 
of the Government. Examples o f minor 
informalities or irregu larities include:

(d ) * * *
(2) The amendment clearly would 

have no effect or merely a trivia l or neg­
ligib le effect on price, and no effect on 
quality, quantity, delivery, or the rela ­
tive standing of bidders, such as an 
amendment correcting a typographical 
mistake in the name of the Government 
purchasing activity; and

* * * * *

§  2 .4 0 7 —6  E q u a l  l o w  b i d s .

(a ) Cl) W here two or more low bids 
are equal in all-respects, considering all 
factors except the priorities set forth  in 
subpargraph ( 2) of this paragraph, 
award shall be made ip  accordance with 
the order of priorities therein. Where 
two or more low bids are equal in all 
respects, considering all factors includ­
ing the priorities set forth  in subpara­
graph (2) of this paragraph, award shall 
be made by a drawing by lot which shall 
be witnessed by at least three persons 
and which may be attended by the bid­
ders or their representatives, subject to 
subparagraph (3) of this paragraph.

(2) For the purposes of subparagrapn
( 1) of this paragraph, perference shall 
be given in the following order of pri­
ority:

(i) Persistent labor surplus area con­
cerns (§ 1.801 of this chapter) that are
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also small business concerns (§ 1.701 of 
this chapter) ;

(ii) O ther persistent labor surplus 
area concerns;

(iii) Substantial labor surplus area 
concerns (§1.801 of this chapter) that 
are also small business concerns;

(iv) O ther substantial labor surplus 
area concerns;

(v) Other small business concerns.
(3 ) I f  the application of the priorities

in subparagraph (2) of this paragraph 
results in two or more bidders being eli­
gib le for award, the award shall be made 
to the concern that w ill make the most 
extensive use of small business subcon­
tractors, rather than by drawing lots. 
I f  two or more bidders still remain eligi­
ble for award, the award shall be made 
by a drawing by lot limited to such bid ­
ders.

(b ) W hen award is to be made by 
drawing by lot and the information 
available shows that the product of a 
particu lar manufacturer has been o f­
fered by more than one bidder, a pre­
liminary drawing by lot shall be made 
to ascertain which of the bidders offer ­
ing the product of a particu lar manu ­
facturer w ill be included in the final 
drawing to determine the award.

(c) W hen an award is determined by 
drawing by lot, the names and addresses 
of the three witnesses and the person 
supervising the drawing shall be placed 
on all copies of the abstract of bids or 
otherwise recorded.

(d ) In  each award where preference 
is to be given under this part, the con­
tracting officer shall, prior to award, ob ­
tain from such concern a written state­
ment that it w ill perform, or cause to be 
performed, the contract in accordance 
with the circumstances ju stifying the 
priority.

§  2 .4 0 7 —7  S t a t e m e n t  a n d  c e r t i f i c a t e  o f  
a w a r d .

(a ) For all contracts made by formal 
advertising, the contracting officer shall 
prepare and execute a statement and 
certificate of award on Standard Form 
1036, in accordance with § 16.801 of this 
chapter. Such certificate shall either 
state that the accepted bid was the lowest 
bid received, or list all lower bids received 
and set forth  reasons for their rejection. 
These reasons shall be set forth  in such 
detail as is necessary to ju stify the 
award. For the purposes of this cer ­
tificate, the lowest bid received is con ­
sidered to be that bid which is lowest 
after consideration of price factors only. 
The cost of transportation to the desti­
nation indicated in the invitation for 
bids, and any acceptable discount offered 
by a bidder, and if the invitation so speci­
fies, any other Government cost factors, 
shall be considered price factors in de­
termining the lowest bidder for purposes 
of this certificate. The foregoing price 
factors need not be applied to nonre- 
sponsive bids; however, each nonrespon­
s e  bid shall be listed on Standard Form 
1036 if, without consideration of other _ 
Price factors, it is apparently lower than 
any bid on which an award was made. 
The following are representative of low 
or apparent low bid situations in which 
there is a requirement to make a report 
on Standard Form 1036:
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- (1) Mistake in bid,
(2) Violation of covenant against con­

tingent fees (see § 1.508(c) of this 
chapter),

(3) Unauthorized agency or undis­
closed principal,

(4) Nonconformity to essential re ­
quirements of invitations for bids (see 
§ 2.402-2),

(5) Lack of bidder responsibility,
(6) Expiration of the bid acceptance 

time.
(b ) In  each case of equal low bids 

where an award is made pursuant to 
§2.407-6(a ), the certificate required by 
this section shall b riefly recite the cir ­
cumstances under which award was 
made. W here such award is to a small 
business or a labor surplus area concern 
the certificate shall state it has been ad ­
ministratively determined that the 
award w ill fu rther the Congressional 
policy with respect to small business ex ­
pressed in 10 U.S.C. 2301 or w ill fu rther 
the policy with respect to labor surplus 
areas, or both, as the case may be.

(c) W here an award involves a mis ­
take in bid and the matter has been re­
solved by administrative action, the 
Standard Form 1036 w ill be accompanied 
w ith ( 1) a copy of the bidder’s verifica ­
tion in the case of an apparent or obvious 
mistake or (2) the written administrative 
determination concerning a mistake of 
the type described in § 2.406-3. W here 
an award involves a mistake in bid on 
which the Comptroller G eneral has ren ­
dered a decision, the certificate w ill con­
tain a citation by number and date of the 
decision or w ill have a copy attached.

(d ) W here an award is made after 
consideration of a late bid, the certificate 
w ill contain a b rief statement of the facts 
supporting such award (see § 2.303-8).

§  2 .4 0 9  S y n o p s i s  o f  c o n t ra c t  a w a r d s .

See § 1.1005-1 of this chapter.

§  2 .5 0 3 —1 S t e p  o n e .

(а ) Requests  fo r te chn ica l proposals .
*  *  ♦

( б) The date by which the proposal 
must be received and a statement as 
follows:

L a t e  T e c h n i c a l  P r o po s a l s  (A u g . 1963)

( a )  P r o p o s a ls  r e c e iv e d  a t  th e  o ffice  d e s ig ­

n a te d  in  th e  r e q u e s t fo r  te c h n ic a l  p r o p o s a ls  

a ft e r  th e  c lo s e  o f  b u s in e s s  o n  th e  d a te  s e t 

f o r  r e c e ip t  th e r e o f ( o r  a ft e r  th e  t im e  s e t fo r  

r e c e ip t,  i f  a  p a r tic u la r  t im e  is  s p e c ifie d )  w il l  
n o t  b e  c o n s id e r e d  u n le s s :

( i )  th e y  a r e  r e c e iv e d  b e fo r e  th e  in v ita t io n  

fo r  b id s  in  s te p  tw o  is  is s u ed ; a n d  e ith e r

( i i )  th e y  a r e  s e n t b y  r e g is te r e d  m a il ,  o r  b y  

c e r t ifie d  m a il  fo r  w h ic h  a n  o ffic ia l,  d a te d  

p o s t o ffic e  s ta m p  (p o s tm a r k )  o n  th e  o r ig in a l  

R e c e ip t  fo r  C e r tifie d  M a il  h a s  b e e n  o b ta in e d ,  

a n d  i t  is  d e te r m in e d  b y  th e  G o v e r n m e n t th a t  

th e  la te  r e c e ip t  w a s  d u e  s o le ly  to  d e la y  in  

th e  m a ils  fo r  w h ic h  th e  o ffe r o r  w a s  n o t  r e ­

s p o n s ib le ;  o r

( i i i )  i f  s u b m itte d  b y  m a il,  i t  is  d e te r m in e d  

th a t  th e  la te  r e c e ip t w a s  d u e  s o le ly  to  m is ­

h a n d l in g  b y  th e  G o v e r n m e n t a fte r  r e c e ip t  a t  

th e  G o v e r n m e n t in s ta U a tio n ,  provided, th a t  

t im e ly  r e c e ip t a t  s u ch  in s ta l la t io n  is  e s ta b ­

l is h e d  u p o n  e x a m in a tio n  o f  a n  a p p r o p r ia te  

d a te  o r  t im e  s ta m p  ( i f  a n y )  o f  s u c h  in s ta l la ­

t io n ,  o r  o f  o th e r  d o c u m e n ta r y  e v id e n c e  o f  

r e c e ip t  a t-  s u c h  in s ta l la t io n  ( i f  r e a d ily  

a v a ila b le )  w ith in  th e  c o n tr o l  o f  s u c h  in s ta l ­

l a t io n  o r  o f  th e  p o s t o ffic e  s e r v in g  it .
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( b )  O ffe r o r s  u s in g  c e r tifie d  m a il  a r e  c a u ­

t io n e d  to  o b ta in  a  le g ib ly  p o s tm a r k e d ,  d a te d  
r e c e ip t  f o r  c e r tifie d  m a il  a n d  r e ta in  i t  a g a in s t 

th e  c h a n c e  th a t  th e  p o s tm a r k  th e r e o n  w i l l  

b e  r e q u ir e d  a s  e v id e n c e  th a t  a  la te  p r o p o s a l 

w a s  t im e ly  m a ile d .  I f  th e  p o s tm a r k  o n  s u c h  

r e c e ip t,  o r  o n  th e  r e g is te r e d  m a il  w r a p p e r  

s h o w s  th e  h o u r  o f  m a il in g  a s  w e l l  a s  th e  

d a te ,  th e  t im e  o f  m a il in g  s h a ll b e  e s ta b lis h e d  

a c c o r d in g ly ;  i f  i t  s h o w s  th e  d a te  b u t  n o t  

th e  h o u r ,  th e  t im e  o f  m a il in g  s h a ll b e  

d e e m e d  to  b e  th e  la s t m in u te  o f  th e  d a te  

s h o w n ,  u n le s s  th e  o ffe r o r  fu r n is h e s  e v id e n c e  

fr o m  th e  p o s t o ffice  o f  m a il in g  w h ic h  ( i )  in  

th e  ca s e  o f  r e g is te r e d  m a il ,  e s ta b lis h e s  a n  

e a r l ie r  t im e ;  o r  ( i i )  in  th e  ca s e  o f  c e r t ifie d  

m a il  w h e r e  th e  r e c e ip t  fo r  c e r t if ie d  m a il  

id e n tifie s  th e  p o s t o ffice  s ta t io n  o f  m a il in g ,  

e s ta b lis h e s  th a t  th e  b u s in e s s  d a y  o f  th a t  

s ta t io n  e n d e d  a t  a n  e a r l ie r  t im e ,  in  w h ic h  

ca s e  th e  t im e  o f  m a il in g  s h a ll  b e  d e e m e d  

t o  b e  th e  la s t  m in u te  o f  th e  b u s in e s s  d a y  o f  

th a t  s ta tio n .  I f  a n y  s u c h  r e c e ip t  fo r  c e r t if ie d  

m a il  d o es  n o t  s h o w  th e  d a te ,  th e  o ffe r  s h a ll  

n o t  b e  co n s id e r e d .

* * * * *

§  2 .5 0 3 —2  S t e p  t w o .

* * t $ *

(d ) W ill not be synopsized (see Sub ­
part J, Pa rt 1 of this chapter) or publicly 
posted (see § 2.203-2), except that the 
names of firms which have submitted 
acceptable technical proposals in the first 
step of two-step formal advertising w ill 
be listed in the Commerce Business D aily 
for the benefit of prospective subcon­
tractors in accordance w ith § 1.1003-6
(a ) (2) of this chapter.

PART 3— PROCUREMENT BY 

NEGOTIATION

12. Paragraph (b ) in § 3.201-2 is re­
vised; § 3.210-3 is revised; and subpara ­
graph (2) in § 3.303(a) is revised, as 
follows:

§  3 .2 0 1 —2  A p p l i c a t i o n .

* * * * *

(b ) For the duration of the national 
emergency declared pursuant to Presi­
dential Proclamation 2914, dated Decem­
ber 16, 1950, the Assistant Secretary of 
Defense (Installations and Logistics) has 
determined that only the following pro­
curements may be made pursuant to the 
authority of 10 U.S.C. 2304(a) (1) :

(1) Procurements made in keeping 
w ith (i) labor surplus set-aside programs, 
including, when no other negotiating 
authority is appropriate and the use of 
formal advertising is not feasible and 
practicable, the placement of contracts 
for the total or any part of the require­
ments set-aside which are not filled by 
awards made in accordance with the pro­
visions of the Notice of Labor Surplus 
Area Set-Aside (see § 1.804-2(c) of this 
chapter), or (ii) disaster area programs; 
and

(2) Procurements made in keeping 
w ith the small business programs (i) 
a fter unilateral determinations for set- 
asides, or (ii) to place the total or any 
part of the requirements set-aside which 
are not filled by awards to small business 
concerns, when no other negotiating au ­
thority is appropriate and the use of 
formal advertising is not feasib le and 
practicable (see § 1.706-7 of this chap ­
ter ).
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§  3 .2 1 0 —3  L i m i t a t i o n .

The authority of §§3.210 through
3.210-  3 shall not be used when negotia ­
tion is authorized by any other authority 
set forth  in §§ 3.201 through 3.217, except 
that this authority shall be used in pref­
erence to § 3.212. The authority illus­
trated in § 3.210-2 (c) and (d ) shall not 
be used in cases where “Small Business 
Restricted Advertising” has been used. 
However, the authority may be used in 
the case of partial set-asides unless in 
the judgment of the contracting officer 
the failu re to obtain sufficient responsive 
bids was caused by the existence of 
set-aside. The authority contained in 
§ 3.210-2 (m ) and (o) shall not be used in 
procurements in excess of $10,000 unless 
its use is approved in advance at a level 
higher than the contracting officer. 
Every contract that is negotiated under 
the authority of §§ 3.210 through 3.210-3 
shall be accompanied with a determina ­
tion and findings ju stifying its use, 
signed by the contracting officer and 
prepared in accordance with the require­
ments of Subpart C of this part.

§  3 .3 0 3  D e t e r m i n a t i o n s  a n d  f i n d i n g s  b e ­

l o w  t h e  S e c r e t a r i a l  l e v e l .

(a ) * * *
(2) Determinations and findings with 

respect to authority to e n t e r  into 
contracts by negotiation required by 
§§ 3.202-3, 3.207t 3, 3.208-3, 3.210-3, and
3.211- 3; provided, that under §3.211-3 
the basic contract or any single modifi­
cation thereto does not obligate the G ov­
ernment to pay more than $100,000 
(where it is known in advance that the 
scope of the contract w ill be expanded to 
include additional phases or where it is 
incrementally funded, the total Estimated 
cost of all increments w ill be used as the 
basis for determining whether a deter­
minations and finding w ill be made at 
the Secretarial level or by the contract­
ing officer) ;

* * * * *

13. Subparagraph (2) in § 3.405-5(c) 
is revised; subparagraph (5) in § 3.408
(d ) is revised; and in § 3.501(b), sub- 
paragraphs (4) and (23) are revised and 
subparagraph (44) is added, as follows:

§  3 .4 0 5 —5  C o s t -p l u s -a -f i x e d -f e e  c o n t ra c t .

*  *  *  *  *

(c) L im ita tion s . * * *
(2) 10 U.S.C. 2306(d) provides that in 

the case of a cost-plus-a-fixed-fee con ­
tract the fee shall not exceed ten 
percent (10 percent) of the estimated 
cost of the contract, exclusive of the fee, 
as determined by the Secretary con ­
cerned at the time of entering into such 
contract (except that a fee not in excess 
of fifteen percent (15 percent) of such 
estimated cost is authorized in any such 
contract for experimental, developmen­
tal, or research work and that a fee in ­
clusive of the contractor’s cost and not in 
excess of six percent (6 percent) of the 
estimated cost, exclusive of fees, as de­
termined by the Secretary concerned at 
the time of entering into the contract, 
of the project to which such fee is appli­
cable is authorized in contracts for archi­
tectural or engineering services relating 
to any public works or u tility p rojects ).

As to fee limitations on subcontracts, 
see § 3.807-10(d ).

§  3 .4 0 8  L e t t e r  c o n t ra c t .

$ * * ♦ • *

(d ) C onte nt. * * *
(5) A  consent to subcontracts clause 

in accordance with § 3.903—1 and as many 
other definitive contract provisions as 
possible;

§  3 .5 0 1  P r e p a r a t i o n  o f  r e q u e s t  f o r  p r o ­

p o s a l s  o r  r e q u e s t  f o r  q u o t a t i o n s .

* * * * *

(b ) * * *
(4) Closing date and time. 

* * * * *

(23) A  provision for late proposals as 
set forth  in § 3.804-2 Cd) and, in addition, 
the following notice shall be prominently 
set forth in the request for proposals (in  
the case of request for quotations, the 
provision in § 3.804—2(d ) and the follow ­
ing notice w ill be appropriately 
modified.

C a u t i o n — L a t e  P r o p o s a l s . S ee  th e  s p e c ia l 

p r o v is io n  e n t it le d  “ L a te  P r o p o s a ls ”  w h ic h  

p r o v id e s  th a t  la te  p r o p o s a ls  s e n t th r o u g h  th e  

m a ils  o r d in a r ily  w i l l  b e  c o n s id e r e d  o n l y  i p

TIM E L Y  M AILE D  B Y REGISTERED M A IL  OR B Y CER­

TIFIE D  M A IL  FOR W H IC H  A POSTMARKED  RECEIPT 

H AS  B EEN OBTAINED  AS SPECIFIED  IN  SU C H  PRO ­

V IS IO N .

§  3 .8 0 4 —2  L a t e  p r o p o s a l s .

(a ) Proposals which are received in 
the office designated in the requests for 
proposals^ a fter the time specified for 
their submission are “Late Proposals.” 
Late proposals shall not be considered 
for award, except under the circum­
stances set forth  in § 2.303 of this chapter 
relating to late bids and § 2.305 of this 
chapter relating to late modifications, 
or where only one proposal is received. 
(For the purpose of applying the late 
bid rules to late proposals, unless a spe­
cific time for receipt of proposals is 
stated in the request for proposals, the 
time for such receipt shall be deemed to 
be the time for close of business of the 
office designated for receipt of proposals 
on the date stated in the request for pro­
posals.) Notwithstanding the provisions 
of § 1.109 of this chapter, exceptions may 
be authorized only by the Secretary 
concerned, and only where consideration 
of a  late proposal is of extreme impor­
tance to the Government, as for example 
where it offers some important technical 
or scientific breakthrough. To determine 
the possible existence of such extreme 
importance, notwithstanding § 2.303-7 of 
this chapter, a ll late proposals shall be 
opened prior to award and if not con­
sidered for award shall be returned to 
the offeror.

(44) Such general contract provisions - 
or conditions as are required by law or 
by this subchapter.

14. Sections 3.604-1 (a ) ,  3.610-2 (d ) 
and ( g ) , 3.804-2 (a ) and ( d ) , and 3.807- 
10(d ) are revised to read as follows:

§  3 .6 0 4 —1 C o n d i t i o n s  f o r  u se .

Imprest funds shall be used in accom­
plishing small purchases when all of the 
following conditions are present.

(a ) The transaction is not in excess of 
$100 ($250 under emergency conditions). 

* * * * *

§  3 .6 1 0 —2  P r o c u r e m e n t  a n d  p a y m e n t .  

* * * * *

(d ) The supplier shall be notified that 
where the total price w ill exceed the 
estimated monetary limitation, or if ma ­
teria l or services cannot be furnished 
in exact accordance w ith the description 
and delivery schedule set forth, the con­
tracting officer shall be notified and per­
formance shall be withheld pending ad ­
vice from the contracting officer.

* * * * *

(g ) The following clause shall be in ­
cluded in each unpriced purchase order;

N o t ic e  t o  Suppl i e r

T h is  is  a  f ir m  o r d e r  i f  th e  t o t a l  p r ic e  is

$ ________o r  les s . M a k e  d e liv e r y  o r  p e r fo r m

in  a c c o r d a n c e  w ith  th e  d e liv e r y  p r o v is io n s  o f  

th is  o r d e r  a n d  s u b m it in v o ic e  t o  th e  C o n ­

t r a c t in g  O ffic e r  o f  th e  p u r c h a s e  o ffice  n a m e d  

h e r e in .

I f  to t a l  p r ic e  o f  th is  o r d e r  w il l  e x c e e d  th e  

a b o v e  a m o u n t o r  i f  y o u  c a n n o t  fu r n is h  m a ­

t e r ia l  o r  s e r v ic e s  in  e x a c t a c c o r d a n c e  w ith  

th e  d e s c r ip tio n  a n d  d e l iv e r y  s c h e d u le s  s e t 

fo r t h  h e r e in ,  n o t i fy  th e  u n d e r s ig n e d  C o n ­

t r a c t in g  O ffic e r  im m e d ia te ly ,  g iv in g  y o u r  

q u o ta t io n  o r  p r o p o s e d  s u b s t itu t io n  o r  

c h a n g e s ,  a n d  w ith h o ld  p e r fo r m a n c e  p e n d in g  

r e p ly .  ( A u g .  1963 )

(d ) W ritten  requests for proposals 
shall contain the following provisions: 

L a t e  P r o po s a l s  (A u g . 1963)

( a )  P r o p o s a ls  r e c e iv e d  a t  th e  o ffice  d e s ig ­

n a te d  in  th e  r e q u e s t fo r  p r o p o s a ls  a fte r  th e  

c lo s e  o f  b u s in e s s  o n  th e  d a te  s e t fo r  r e c e ip t 

th e r e o f ( o r  a fte r  th e  t im e  s e t fo r  r e c e ip t i f  a  

p a r tic u la r  t im e  is  s p e c ifie d )  w il l  n o t  b e  c o n ­

s id e r e d  u n le s s :
( i )  T h e y  a r e  r e c e iv e d  b e fo r e  a w a r d  is  

m a d e ;  a n d  e ith e r
( i i )  T h e y  a r e  s e n t b y  r e g is te r e d  m a il,  o r  

b y  c e r t ifie d  m a il  fo r  w h ic h  a n  o ffic ia l d a ted  

p o s t o ffic e  s ta m p  (p o s tm a r k )  o n  th e  o r ig in a l 

r e c e ip t  fo r  c e r tifie d  m a il  h a s  b e e n  o b ta in ed , 

o r  b y  te le g r a p h ;  a n d , i t  is  d e te r m in e d  b y  th e  

G o v e r n m e n t th a t  la te  r e c e ip t  w a s  d u e  s o le ly  

to  d e la y  in  th e  m a ils ,  o r  d e la y  b y  th e  te le ­

g r a p h  c o m p a n y ,  fo r  w h ic h  th e  o ffe r o r  w a s  n o t 

r e s p o n s ib le ;  o r
( i i i )  I f  s u b m i t t e d  b y  m a i l  o r  t e le g r am , i t  

i s  d e t e r m i n e d  t h a t  t h e  la t e  r e c e i p t  w as  d u e  
so le ly  t o  m i s h a n d l i n g  b y  t h e  G o v e r n m e n t  
a f t e r  r e c e i p t  a t  t h e  G o v e r n m e n t  i n s t a l l a t i o n : 
Provided, T h a t  t i m e l y  r e c e i p t  a t  s u c h  i n s t a l ­

l a t i o n  i s  e s t a b l i s h e d  u p o n  e x a m i n a t i o n  o f  an  
a p p r o p r i a t e  d a t e  o r  t i m e  s t a m p  ( i f  a n y )  o f 
s u c h  i n s t a l l a t i o n ,  o r  o f  o t h e r  d o c u m e n t a r y  
e v i d e n c e  o f  r e c e i p t  a t  s u c h  i n s t a l l a t i o n  ( i f  

r e a d i l y  a v a i l a b l e )  w i t h i n  t h e  c o n t r o l  o f  s u ch  

i n s t a l l a t i o n  o r  o f  t h e  p o s t  o f f i c e  s e r v i n g  i t .

( b )  O ffe r o r s  u s in g  c e r tifie d  m a il  a re  c a u ­

t io n e d  to  o b ta in  a  le g ib ly  p o s tm a r k e d ,  d a ted  

r e c e ip t  fo r  c e r t ifie d  m a il  a n d  r e ta in  i t  a g a in s t 

th e  c h a n c e  th a t  th e  p o s tm a r k  th e r e o n  w ill  

b e  r e q u ir e d  a s  e v id e n c e  th a t  a  la te  p rop o s a l 

w a s  t im e ly  m a ile d .  I f  th e  p o s tm a r k  o n  s u ch  

r e c e ip t,  o r  o n  th e  r e g is te r e d  m a il  w ra p p e r  

s h o w s  th e  h o u r  o f  m a il in g  a s  w e l l  a s  th e  d a te , 

t h e  t im e  o f  m a il in g  s h a ll  b e  e s ta b lis h ed  a c ­

c o r d in g ly ;  i f  i t  s h o w s  th e  d a te  b u t  n o t th e  

h o u r ,  th e  t im e  o f  m a il in g  s h a ll  b e  d ee m ed  to  

b e  th e  la s t m in u te  o f  th e  d a te  s h ow n , u n les s  

th e  o ffe r o r  fu r n is h e s  e v id e n c e  fr o m  th e  p os  

o ffic e  o f  m a il in g  w h ic h ,  ( i )  in  th e  ca s e o 

r e g is te r e d  m a il ,  e s ta b lis h e s  a n  e a r lie r  tim e  

o r  ( i i )  in  th e  ca s e  o f  c e r t ifie d  m a il  w h e re  tn  

r e c e ip t  fo r  c e r t ifie d  m a il  id e n tifie s  th e  p °
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o ffic e  s ta t io n  o f  m a il in g ,  e s ta b lis h e s  th a t  th e  

b u s in e s s  d a y  o f  th a t  s ta t io n  e n d e d  a t  a n  

e a r l ie r  t im e ,  in  w h ic h  ca s e  th e  t im e  o f  m a il ­

in g  s h a ll  b e  d e e m e d  t o  b e  th e  la s t m in u te  o f  

th e  b u s in e s s  d a y  o f  th a t  s ta tio n .  I f  a n y  

s u c h  r e c e ip t  f o r  c e r tifie d  m a il  d o e s  n o t  s h o w  

th e  d a te ,  th e  o ffe r  s h a ll  n o t  b e  c o n s id e r e d .

*  *  *  *  *

§  3 .8 0 7 —1 0  S u b c o n t r a c t i n g  c o n s i d e r a ­

t i o n s  i n  c o st  an a ly s i s .

* * * * *

(d ) In  considering cost-plus-fee sub­
contracts while negotiating prime con­
tracts where cost analysis is performed, 
the contracting officer shall make every 
effort to insure (but in consenting to 
cost-plus-fee subcontracts, the contract­
ing officer shall insure) that fees under 
such subcontracts never exceed—

(1) Fifteen percent (15% ) of the esti­
mated cost, exclusive of fee, in the case 
of any subcontract for experimental, 
developmental, or research work; or

(2) Ten  percent (10%) of the esti­
mated cost, exclusive of fee, in the case 
of any other subcontract, except as pro­
vided in subparagraph (3) of this para ­
graph; or

(3) Six percent (6% ) of the estimated 
cost of a public work or utility, exclusive 
of fees, in the case of a subcontract for 
architectural or engineering services for 
such work or u tility project.

These limits should not be inserted in the 
prime contract because such action 
might tend to inflate fees customarily 
negotiated at lower rates.

15. Sections 3.808, 3.808-1, 3.808-2, 
3.808-3, 3.808-4, and 3.808-5 are revised, 
and new §§ 3.808-6 and 3.808-7 are 
added.

§  3 .8 0 8  P r o f i t ,  i n c l u d i n g  f e e s  u n d e r  
c o s t -r e i m b u r s e m e n t  t y p e  c o n t rac t s.

§  3 . 8 0 8 -1  P o l i c y .

(a ) G enera l. It is the policy of the 
Department of Defense to utilize profit 
to stimulate efficient contract perform ­
ance. Profit generally is the basic 
motive of business enterprise. The G ov­
ernment and defense contractors should 
be concerned with harnessing this motive 
to work for more effective and economi­
cal contract performance. Negotiation 
of very low profits, the use of historical 
averages, or the automatic application of 
a predetermined percentage to the total 
estimated cost of a product, does not 
provide the motivation to accomplish 
such performance. Furthermore, low 
average profit rates on defense contracts 
overall are detrimental to the public 
interest. E ffective national defense in a 
free enterprise economy requires that 
the best industrial capabilities be at­
tracted to defense contracts. These 
capabilities w ill be driven away from the 
defense market if defense contracts are 
characterized by low profit opportunities. 
Consequently, negotiations aimed merely 
at reducing costs by reducing profits, 
with no realization of the function of 
profit cannot be condoned. For each 
contract in which profit is negotiated as 
a separate element of the contract price, 
the aim of negotiation should be to em- 
Pkiy the profit motive so as to impel 
effective contract performance by which 
overall contract costs are economically 
controlled. To this end, the profit ob ­

jective must be fitted to the circum­
stances of the particu lar procurement, 
giving due weight to each of the perform ­
ance, risk, and other factors set forth  in  
§§ 3.808 through 3.808-7. This w ill re­
sult in a wider range of profits which, in 
many cases, w ill be significantly higher 
than previous norms.

(b ) C ontracts  price d  on the  basis o f 
cos t analys is . W hen cost analysis is 
performed pursuant to § 3.807-2, profit 
considerations shall be in accordance 
w ith the objectives set forth  below. As 
an inducement for broad reductions in 
defense costs, the Government should:

(1) Establish a profit objective for 
contract negotiations which w ill allow 
the contractor an opportunity to earn 
profits commensurate with the extent of 
cost risk he is willing to assume— the 
greater the risk assumption, the greater 
the profit objective established;

(2) Reward those contractors who 
have a very good record of past per­
formance and conversely provide for 
lower profits to contractors whose per­
formance has been mediocre or poor; 
and

(3) Reward contractors who provide 
their own facilities and financing or who 
have established their competence 
through prior development work under­
taken at their own risk.

The weighted guidelines method set 
forth  in § 3.808-2 for establishing profit 
objectives is designed to provide reason­
ably precise guidance in applying these 
principles. This method, properly ap ­
plied, w ill tailor profits to the circum­
stances of each contract in such a way 
that long range cost reduction objectives 
w ill be fostered, and a wider spread of 
profits w ill be achieved.

(c) C ontracts  w ithou t cos t analysis. 
On many contracts and subcontracts, 
good pricing does not require an exam­
ination into costs or profits. W here 
adequate price competition exists and in 
other situations where cost analysis is 
not required (see § 3.807), firm fixed-  
price contracts w ill be awarded to the 
lowest responsible offerors without re ­
gard to the amount of their profits. 
Under these circumstances, the profit 
which is anticipated, or in fact earned, 
should not be of concern to the G overn ­
ment. In  such cases, if a low offeror 
earns a large profit, it should be con ­
sidered the normal reward of efficiency 
in a competitive system and efforts 
should not be made to reduce such 
profits.

§  3 .8 0 8 —2  W e i g h t e d  g u i d e l i n e s  m e t h o d .

(a ) G eneral. The weighted gu ide­
lines method provides contracting offi­
cers with ( l ) a  technique that w ill insure 
consideration of the relative value of 
the appropriate profit factors described 
in § 3.808-4 in the establishment of 
profit objectives and the conduct of 
profit negotiations; and (2) a basis for 
documentation of this objective, includ­
ing an explanation of any significant de­
parture from this objective in reaching 
a final agreement. The contracting 
officer’s analysis of these profit factors 
is based on information usually available 
to him prior to negotiations. Such in ­
formation is furnished in  proposals,

audit data, performance reports, pre­
award surveys, and the like. The 
weighted guidelines method shall be used 
in a ll contracts where cost analysis is 
performed except as set forth  in para ­
graph (b ) of this section.

(b ) E xceptions . ( 1) Under the fo l ­
lowing circumstances, other methods 
for establishing profit objectives may be 
used prov id ed  such methods accomplish 
the two features of the weighted gu ide­
lines method set forth  in paragraph (a ) 
of this section. These circumstances 
are:

(1) Architect engineering contracts;
(ii) Personal or professional service 

contracts ;
(iii) Management contracts, e.g., for 

maintenance or operation of G overn ­
ment facilities;

(iv) Contracts with nonprofit organi­
zations where fees are involved; and

(v) Termination settlements.
(2) O ther exceptions may also be 

made in the negotiation of contracts 
presenting unusual pricing situations 
when specifically authorized by the head 
of a procuring activity. Such excep ­
tions shall be justified in writing and 
authorized only in situations where the 
weighted guidelines method is deter­
mined to be unsuitable.

(c) S ta tu tory  lim ita tion s . In  the 
event this or any other method would 
resu lt in establishing a fee ob jective in 
violation of limitations established by 
statute or this subchapter, the maximum 
fee objective shall be the percentage a l­
lowable pursuant to such limitations.

§  3 .8 0 8 —3  P r o f i t  o b je c t i v e .

(a ) A  profit ob jective is that part of 
the estimated contract price ob jective 
or value which, in the judgment of the 
contracting officer, is appropriate for the 
procurement being considered, covering 
the profit or fee element of the price 
objective and is to be used in commenc­
ing negotiations w ith a contractor. 
This ob jective should realistically reflect 
the total overall task to be performed 
and the requirements placed on the con­
tractor. Prior to negotiation of con ­
tracts or modifications thereto, when 
cost analysis is undertaken, the negotia ­
tor shall develop a profit or fee objective.

(b ) Contracting officers shall, when 
appropriate, request contractors to de­
velop profit objectives using the weighted 
guidelines method to price their pro­
posals accordingly and be prepared to 
negotiate, using this method. This in ­
formation w ill provide a basis for negoti­
ation of contract profit.

(c) Development of a profit ob jective 
should not begin until a fter a thorough
( 1) review of proposed contract work;
(2) review of a ll available knowledge 
regarding the contractor, pursuant to 
Subpart I, Pa rt 1 of this chapter, includ­
ing performance, capability reports, 
audit data, preaward survey reports and 
financial statements, as appropriate; 
and (3) analysis of the contractor’s cost 
estimate and comparison with the G ov­
ernment’s estimate or projection of cost.

§  3 .8 0 8 —4  P r o f i t  f  a c t o rs.

(a ) The factors set forth  below shall 
be considered in all cases in which profit 
is to be specifically negotiated. The
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weight ranges listed a fter each factor bites!’ subassemblies, special tooling and
shall be used in all instances where the ^ his composite pe c ag_ other products special to the end-item

weighted guidelines method is used. S ed for cost risk, performance, and in  the application of this criterion it
Weight  other selected factors, to arrive at a should be recognized that the contribu- 

Profit  factors ranges proflt percentage. He shall then tion of the prime contractor to his pur-
Contractors’ input to total perform- mnltinlv the total recognized contract chasing program might be substantial,

ance-  , thfs tota  profit percentage to This might be applicable in the manage-

other materials___________   1-4% method is that the specific percentages complex components and mstrumenta-
E n g i n e e r i n g  l a b o r ---------------  9~ 157°  assigned for cost risk, performance, and tion, incomplete specifications, arid close
E n g i n e e r i n g  o v e r h e a d ---------------  6-©% other factors are applied to total recog- surveillance by the prime contractor s
M a n u f a c t u r i n g  l a b o r . . . ----------------  5 -9 %  n i z e d  c o s t s  i n  e s t a b l i s h i n g  t h e  p r o f i t  r e p r e s e n t a t i v e s .  T h e  n o r m a l  l o w  w e i g h t

M a n u f a c t u r i n g  o v e r h e a d --------------  4 -7 %  . . .  for direct materials is 2 percent. A
G e n e ra l  a n d  a d m in is tr a tiv e  e x -  o o j e c u v e .  w e i g h t in g  o f  l e s s  t h a n  2  p e r c e n t  w o u ld

penses--------------- ----- - 6-870 § 3.808-5 Assignment o f values to spe- be appropriate only in unusual circum-
Contractor’s a s s u m p t i o n  o f  c o n t r a c t  q_7% c i f i c  f a c t o r s .  stances when there is a minimal con-

Tvne^of1 contract I I I - ————- (a ) G ene ra l. In  making his ju dg-  tribution by the contractor.
Reasonableness of cost estimates.. ment of the value of each factor, the (2) E n gin e e ring  lab or and m anufac-

D i f f i c u i t y  Of  c o n t r a c t  t a s k ---------  c o n t r a c t i n g  o f f i c e r  s h o u l d  b e  g o v e r n e d  b y  ta rin g  lab or. A n a l y s i s  o f  t h e  e n g i n e e r -

Record of contractor’s performance - 2 - + 2  thg deflnition, description, and purpose ing labor and manufacturing labor items
M a n a g e m e n t  -----------------------  0f ^he factors together with considera- of the cost content of the contract shall
cost efficiency------- ----------------  f  evaluating them as set forth  include evaluation of the comparative
R e l i a b i l i t y  o f  c o s t  e s t i m a t e s . . — _ herein quality and level of the engineering tal-

(b ) 'C on tractor’s in p u t to  to ta l p e r-  ents, manufacturing skills and experi-
i n v e n t i v e  tmd d e v e l o p m e n t a l  c o n - form ance . This factor is a measure of ence to be employed. In  eva ua mg

tributions--------- --------------  how much the contractor himself is ex-  engineering labor for the purpose of as-
Smaii business and labor surplus pected to contribute to the overall effort signing profit dollars, consideration snan

a r e a  p a r t i c i p a t i o n ----------- ------  necessary to m e e t  the contract perform- be given to the amount of notable scien-
Selected factors—....... - ................  2 ance requirements in an efficient man- tific talent or unusual or scarce engineer-

source of resources..— . — .......  This factor which is apart from ing talent needed in contrast to journey-
-------  the'contractor’s responsibility for con- men engineering effort or supporting

technical-—I I — tract performance, takes into account personnel. The diversity, or lack thereof,
R e s o u r c e s ...........................— what resources are necessary and what 0f  scientific and engineering specialties

Special achievement, if any, re- the contractor himself must do to ac- required for contract performance and
q u i r e d  i n  c o n t r a c t --------------  complish a conversion of ideas and ma- the corresponding need for engineering

oth er--------- ----------------------  terials into the final product called for in supervision and coordination should be
ih i U nder the weighted guidelines the contract. This is a recognition that evaluated. Similarly, the variety of
(p ) officer shall first w ithin a given total performance output, manufacturing labor skills required and

r r  wrthin a grven PSales dollar figure, the contractor's manpower ^ u r c e s T b r  
Performance’’ by^ the assignment of a necessary efforts on the part of indi-  meeting these requirements shall be con- 

nprcpntaee within the designated vidual contractors can vary widely in  sidered. 
w p ^ h t^ a ^ es  to ea^h d e m ^ t of contract both value and quantity, and that the (3) E ngin e e ring  ov erhead, m anufac-  
cost recogrfized by the contracting officer, profit objective should reflect the extent ta rin g  ov erhead, and general 
such cos tia re multiplied by the specific and nature of the contractor’s contn-  m in is tra tiv e  expenses. Analysis of these 

^w W ch  have been selected button to tota l performance. The overhead items o f cost includes the eval-  
Fn accordance with § 3.808-5 (b ) ,  to arrive evaluation of this factor requires an uation of the m a keu p of th e s e^ x p e jg  
Jt specmc dollar profits. The sum of analysis of the cost content of the pro-  and how much they contribute to con
t L  dofiar profits for all of the cost ele-  posed contract as follows. tract performance. This.analysis^«
rnpnts of the Contractor’s Input to Tota l < i) D ire ct m ate ria ls  (purchas ed  parts , include a determination of th e  amount 

g g g  the ¿roa t ob jec-  s ub contracted  ite m s , and  o the r m a te -  l
performance repiet»« »  Analysis of these cost items shall how this labor would be treated if it were

^ T h e  suggested categories under the include an evaluation of the managerial considered as direct labor under the co®£ 
O ^ S S tS S S S t o p e r f o r m a n c e  and technical effort necessary to obtain tract. T h e a ^ A O e  labor

S f e «  H f r E S I r s -
vidual proposals w ill be in a different eluding special tooling. This evaluation treated as direct labo . j be

E s S w s s

S S F S T S H 1«
S ' h £ ? o r , c a » S » S e  the
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(e) A fter the contracting officer has These determinations shall be made tor toe range a*

computed a tota l dollar profit for the purchases of raw gge^ m a teS l 1S (c^ C o n tra c to rs  'as sum ption o f con -
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to sh ift the risk of contract costs to the 
fu llest extent practicable to contractors 
and to compensate them for the assump­
tion of this risk. Evaluation of this risk 
requires a determination of (i)  the degree 
of cost responsibility the contractor as­
sumes, (ii) the reliab ility of the cost 
estimates in relation to the task assumed, 
and (iii) the chances of the contractor’s 
success or failure. This factor is spe­
cifically limited to the risk of contract 
costs. Thus, such risks on the part of 
the contractor as reputation, losing a 
commercial market, risk of losing poten ­
tia l profits in other fields, or any risk on 
the part of the purchasing activity, such 
as the risk of not acquiring an effective 
weapon, are not within the scope of this 
factor.

(2) The first and basic determination 
of the degree of cost responsibility as­
sumed by the contractor is related to the 
sharing of total risk of contract cost by 
the Government and the contractor 
through the selection of contract type. 
The extremes are a cost-plus-fixed-fee 
contract requiring only that the con ­
tractor use his best efforts to perform a 
task, and a firm fixed-price contract for 
a complex item. Such cost-plus-fixed- 
fee contract would reflect a m in im u m  

assumption o f cost responsibility, where­
as such firm fixed-price contract would 
reflect a complete assumption of cost 
responsibility. Therefore, in the first 
step of determining what value is to be 
given for the contractor’s assumption of 
contract cost risk, a zero rating shall be 
given to a proposed cost-plus-fixed-fee 
best efforts contract, and a 7 percent ra t­
ing shall be given to a closely priced firm 
fixed-price contract for a new, complex 
item.

(3) The second determination is that 
of the reliab ility of the cost estimates. 
Sound price negotiation requires well-  
defined contract objectives and reliab le 
cost estimates. Prior production ex ­
perience assists the contractor in prepar­
ing reliab le cost estimates on new pro­
curements for similar equipment and 
does not in any way reduce his cost re­
sponsibility in a firm fixed-price contract. 
An excessive cost estimate reduces the 
possibility that the cost of performance 
will exceed the contract price, thereby 
reducing the contractor’s assumption of 
contract cost risk.

(4) The third determination is that 
of the difficulty of the contractor’s task. 
The contractor’s task can be difficult or 
easy, regardless of the type of contract.

(5 )  Contractors are likely to assume 
greater cost risks only if contracting o f­
ficers ob jectively analyze the risk inci­
dent to proposed contracts and are w ill­
ing to compensate contractors for it. 
Generally, a cost-plus-fixed-fee contract 
would not ju stify a reward for risk in 
excess of 1 percent nor would a firm 
fixed-price contract ju stify a reward of 
less than 5 percent. W here proper con­
tract type selection has been made the 
reward for risk by contract type would 
usually fa ll into the following percent­
age ranges:

Ty pe  o f co n tra ct

C o s t -p l u s -f i x e d -f e e ____

C o s t -p l u s -i n c e n t i v e -f e e
I n c e n t i v e  o n l y __

P e rcen tage

ranges

-------- --------  O-l
i n c l u d i n g  c o s t  
------------------ 1-2

N o . 229------- 3

P e rce n ta ge

Ty pe  o f co n tra ct ranges

C o s t - p lu s - in c e n tiv e - fe e  in c lu d in g  c o s t

p e r fo r m a n c e  a n d  d e liv e r y  in c e n tiv e s -  l % -3  
F ix e d - p r ic e - in c e n tiv e  in c lu d in g  c o s t

in c e n tiv e  o n ly _____________________________  2-4
F ix e d - p r ic e - in c e n tiv e  in c lu d in g  co s t,

p e r fo r m a n c e  a n d  d e liv e r y  in c e n tiv e s -  3-5
P r o s p e c tiv e  p r ic e  r e d e te r m in a t io n _____  4 - 5
F ir m  fix e d - p r ic e _____________ ________________  5-7

These "ranges may not be appropriate 
for all procurement circumstances. For 
instance, a fixed-price-incentive contract 
which is closely priced with a low ceiling 
price and a high incentive share may be 
tantamount to a firm-fixed contract, 
while a fixed-price-incentive contract 
with a high ceiling price and low cost in ­
centive formula could be considered to 
contain cost-plus-incentive-fee contract 
features. Similarly, if a cost-plus-in ­
centive-fee contract includes a ceiling or 
an unlimited downward (negative) fee 
adjustment on cost control, it could be 
comparable to a fixed-price-incentive 
contract.

(d ) R e cord  o f con tra ct pe rform ance . 
( 1) Contractors who have an excellent 
record of previous performance should 
receive more favorable profit considera ­
tion than poor performers, in order to 
provide an incentive for improved per­
formance and to decrease the cost risk 
to the Government. The following 
factors are to be considered in evaluating 
a contractor’s performance record.

(2) Management— stability and com­
petence of management personnel, their 
willingness and ab ility to adjust com­
pany resources to meet peculiarily d if­
ficu lt and changing defense requirements 
are criteria for consideration. The 
degree of cooperation by the contractor, 
both business and technical, with the 
objectives of the Government should be 
considered.

(3) Cost efficiency— low cost perform ­
ance reflecting economic use of facilities 
and manpower, sound purchasing meth ­
ods and subcontracting procedures, and 
effective inventory control are criteria 
for consideration. Improvement in pro­
duction efficiency through investment in 
plant modernization, past production ef­
ficiencies, or lack thereof, effectiveness 
of the contractor’s make-or-buy pro­
gram, purchasing and subcontracting 
system and inventory control shall be 
evaluated.

(4) Reliab ility of cost estimates— ac­
curacy and reliab ility of previous cost 
estimates shall be considered.

(5) Timely deliveries— the contrac­
tor’s delivery record, considering excus­
able delays and the contractor’s efforts 
to overcome delays, shall be analyzed.

( 6) Quality of product— experience 
with the contractor’s product reliab il­
ity, including the rate of rejection of his 
product and his acceptance of responsi­
b ility for continuing support shall be 
considered.

(7) Inventive and developmental con­
tributions—extent and nature of con­
tractor- initiated and financed research, 
development, design work, product en ­
gineering, quality control, value engi­
neering, and manufacturing processes 
and techniques shall be analyzed.

( 8) Small business and labor surplus 
participation— the contractor’s policies

and procedures which energetically sup­
port Government, small business and 
labor surplus-area programs should be 
given favorab le consideration. Any un­
usual efforts which the contractor dis­
plays in subcontracting with these con ­
cerns, particu larly for development type 
work likely to result in later production 
opportunities, and the overall effective­
ness of the contractor in subcontracting 
with and fu rnishing assistance to such 
concerns shall be considered.

(e) Se lected  factors . The following 
additional factors which may enter into 
particu lar procurement circumstances 
shall, as a group, be assigned a weight.

(1) Source  o f res ources  ( G ov e rn m e n t 
or p riv a te ) . Application of this factor 
calls for an analysis of the contractor’s 
dependence on Government financial as­
sistance; material assistance in the form  
of special test equipment, facilities, and 
special tooling; and special technical as­
sistance in the form  of designs, processes, 
and techniques previously developed at 
Government expense. Contractor reli­
ance upon Government resources shall be 
discouraged by providing for less fa vor ­
able profit consideration. Commercial 
facilities to be rented by the contractor 
w ill be evaluated as contractor furnished. 
Customary progress payments and guar­
anteed loans with normal guarantees (90 
percent or less) shall not be weighed in 
this evaluation. However, other forms 
of financial assistance such as extraordi­
nary progress payments, guaranteed 
loans with abnormal guarantees, or ad ­
vance payments shall be considered as a 
minus factor. Similarly, the reliance on 
any other type of Government assistance, 
including facilities, shall be evaluated as 
a minus from zero.

(2) Spe cia l achiev em ent, if  any , re ­

qu ired  in  the  con tra ct. This factor in ­
dicates the need for extra profit 
consideration when outstanding per­
formance is required. Such achieve­
ment may be in the form of a special 
technical requirement, such as produc­
tion of some remarkable first, or achieve­
ments involving non-technical objectives, 
such as an extraordinarily fast-delivery 
schedule.

( 3 )  O the r. Particu lar procurement 
situations may give rise to the desira ­
b ility of using a profit factor other than 
those in subparagraphs ( 1) and (2) o f '  
this paragraph. Such factor shall be 
identified; and the reason for its use 
shall be documented in accordance with
§ 3.811.

§  3 .8 0 8 —6  S p e c i a l  p r o f i t  c o n s i d e r a t i o n .

Contractors who develop military items 
without Government assistance are en ­
titled to special profit consideration on 
those items. This consideration shall be 
in addition to the profit objective arrived 
at through the weighted guideline 
method. One to fou r percent of recog­
nized cost is established as the normal 
range of value for this profit factor. 
The criteria for selection of the specific 
percentage shall be the importance of the 
development in fu rthering defense pur­
poses, the demonstrable initiative in de­
termining the need and application of the 
development, the extent of the contrac­
tor’s cost risk, and whether the develop-
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ment capital was recovered directly or 
indirectly from Government sources.

§  3 .8 0 8 —7  E x a m p l e s .

A number of examples of application of 
the weighted guidelines method of deter­
mining a profit ob jective are set forth  
below. These examples are drawn from 
hypothetical situations only and'shall in 
no event be considered as requiring the 
use of identical or similar specific per­
centage values merely because of some 
believed similarity between an actual 
procurement action and the hypothetical 
facts of any of the examples.

E x a m p l e  N u m b e r  1— F F P  C o n t r a c t  f o r  C o n t r a c ­
t o r - D e v e l o p e d  M i l i t a r y  I t e m

in g  in p u t  w o u ld  b e  p r o v id e d  b y  u n s k ille d  

la b o r  o n  w b ic b  h e  p la c e d  a  v a lu e  o f  5 p e r c e n t.  

T h is  r e s u lte d  in  a n  a v e r a g e  o f  6 .4  p e r c e n t.

c . O v erhead  expenses . C o n tr a c t in g  o ffice r  

g r o u p e d  th e  o v e r h e a d  ex p en s e s  in to  th e  f o l ­

lo w in g  c la s s ific a tio n s  a n d  a s s ig n e d  r e la t iv e  

p r o fit  r a te s  in  a c c o r d a n c e  w ith  h is  r e a s o n in g  

a s  t o  h o w  th e  e ffo r t  r e p r e s e n te d  b y  th e s e  

ex p en s e s  c o n tr ib u te d  to  e ffe c tiv e  c o n tr a c t 

p e r fo r m a n c e .

Salaries and fringe benefits:
S u pervisory---------------------------------
S k illed .................................................
U nskilled  and su pport............ ....... —

Space occu pancy expenses-------- --------
D eprecia tion -----------------------------------
Pu rchased professional services— .—
S u pplies.................. - - - - - - - - - - - - - - -
M iscellaneou s (m in im a l contrib u tion ).

E stim ated
costs

C on tra ctor^  inpu t to 
tota l performance: 
D irect materials—  

Pu rchased parts—  
Subcontracted

items________- —
O ther m ateria ls -----

E ngineering lab or—  
E ngineering

overhead__________
M anu factu ring labor 
M anu factu ring over ­

head_______________
G enera l and admin i­

s tra tive expenses.—

$750,000

750.000
500.000
50.000

25.000
1,100,000

1,325,000

500,000

A s ­
signed
w eigh t

Tota ls ...............
C omposite 

w eigh t (p rofit 
- j-estimated
costs ).............

R is k ............. - .........
Perform ance.—...........
Selected factors--------

Tota ls  using 
w eigh ted  
gu idelines 
m ethod
$5,000,000___

Specia l consideration

P rofit ob jective.

5,000,000

4
3

11.3

7.6
6.4

6.4 

7.55

To ta l.

P rofit To ta l estim ated expenses in p ool......
To ta l a llocab le to proposed contract. 

P r o fit.................... - ................ -

E N G . O/H M F G . O/H G  &  A

Tota l
expenses

W eigh t
assigned

Tota l
expenses

W eigh t
assigned

Tota l
expenses

W eigh t
assigned

Percent
5

15
15
15
25
10
5

10

Percent
15
12
9
5
8
5
3
3

Percent
10
20
5

20
30

10
5

Percent
9
7 
5 
5
8

3
3

Percent
15
15
10
5

20
15
10
10

Percent
15
10
7
7
7
5
3
3

100 100 100

$1,000,000
25,000
1,900

$5,000,000 
1,325,000 

84,800

$1,000,000 
500,000 
37,750

5.36
7.00
2.00 
2.00

16.36
3.00

19.36

3. R is k. I n  s e le c tin g  7 p e r c e n t fo r  th is  

fa c to r ,  th e  c o n tr a c tin g  o ffic e r  m a d e  a  th o r -  
$22,500 o u g h  a n a ly s is  o f  th e  c o n tr a c to r ’s  p r o p o s e d  

30 000 fix e d  p r ic e s .  T h is  ite m  h a d  b e e n  d e v e lo p e d  
15^000 in  th e  c o n tr a c to r ’s  la b o r a to r y  a n d  h a d  n e v e r  

5,650 b e e n  b u il t  in  p r o d u c tio n  q u a n tit ie s .  T h e  

l  900 c o n tr a c to r ’s  p r o p o s a l o f  e s tim a te d  co s ts  in -  

70^400 e lu d e d  a m o r t iz a tio n  o f  to o l in g  o v e r  to ta l  

fu tu r e  m il it a r y  a n d  c iv i l ia n  p r o d u c tio n .  T h e  

84,800 c o n tr a c to r ’s  e s tim a te s  p r e s u m e d  th e  a b i l ity  

37 750 in c o r p o r a te  th e  la b o r a to r y  d e v e lo p m e n t 

— - —  te c h n iq u e s  in to  h is  p r o d u c tio n  fa c i l i t y  w ith
268.000 l l t t l e  d iffic u lty .  I n  l ig h t  o f  h is  fix e d - p r ic e  

p r o p o s a l,  th e  c lo s en es s  o f  h is  c o s t e s tim a te s  

a n d  th e  in h e r e n t  d iff ic u lty  in v o lv e d  w ith  th e

________  fir s t  p r o d u c tio n  r u n ,  th e  m a x im u m  a s s u m p -

----------  t io n  o f  c o n tr a c t c o s t r is k  w a s  f e l t  t o  b e

.. ......... p r e s e n t.
4 . pe rfo rm a n ce . T h is  c o n tr a c to r  h a s  r e ­

p e a te d ly  d e m o n s tr a te d  h is  te c h n ic a l  c o m p e ­

te n c e  a n d  c o s t e ffe c tiv e n e s s .  A lth o u g h  h is  

s a les  a r e  p r e d o m in a n tly  c o m m e r c ia l,  h e  h a s

818.000 c o o p e r a te d  w ith  D e p a r tm e n t o f  D e fe n s e  p o l i -
150.000 c ie s  a n d  h a s  m a in ta in e d  a n  e x c e l le n t r e c o r d  

„„„ o f  o n - t im e  d e liv e r y  o f  q u a l ity  p r o d u c ts .

’ 5. Sele cted  factors . T h i s  c o n t r a c t o r  r e -

--- ------------------------- ---------- - q u ir e s  n o  G o v e r n m e n t fa c i l it ie s  o r  fin a n c in g .

1 C on tra ct ty pe . T h e  c o n tr a c to r  h a s  p r o -  - p h is  c o n tr a c to r  is  p r im a r ily  a  c o m m e r c ia l 

p o s e d  a  F F P  c o n tr a c t.  T h e  ite m  to  b e  p r o -  p r o d u c e r  o f  h e a r in g  a id  d e v ic e s .  T h e  p a r t ic u -  

c u r e d  is  a  s o u n d  m e a s u r in g  d e v ic e  d e v e lo p e d  ) a r  p r o d u c t in v o lv e d  in  th is  c o n tr a c t h a s  

b y  th e  c o n tr a c to r ,  w ith o u t  g o v e r n m e n t a s -  e x te n s iv e  c o m m e r c ia l p o s s ib ilit ie s  in  th is  

s is ta n c e .  fie ld .  S in c e  i t  is  a  s ig n ific a n t a d v a n c e m e n t,

2. C on tra cto r’s in p u t to  to ta l p e rfo rm -  th e  c o n tr a c to r  h a s  d e s ir e d  t o  o b ta in  a  c o m -  

ance— a. D ire ct m ate ria ls . A n a ly s is  r e v e a le d  p e t it iv e  e d g e  b y  b e in g  th e  fir s t  t o  in tr o d u c e  

th a t  th e  p u r c h a s e d  p a r ts  w e r e  p r ic e d  o n  th e  i t  in to  th e  c o m m e r c ia l m a r k e t.  B e ca u s e  o f  

b a s is  o f  c a ta lo g  o r  c o m p e tit iv e  p r ic e s  a n d  it s  s ig n ific a n t m il ita r y  u s es , th e  G o v e r n m e n t 

w e r e  p u r c h a s e d  u n d e r  m a n y  s m a ll c o n tr a c ts ,  h a s  r e q u e s te d  th a t  th e  to ta l  in it ia l  p r o d u c -  

T h e  s u b c o n tr a c t ite m s  a r e  p r e d o m in a n t ly  t io n  b e  fo r  m il it a r y  u s e . T h e  c o n tr a c to r  h a s  

n e w ly  d e v e lo p e d  a n d  w i l l  b e  m o s t ly  p u r -  c o m p lie d  a n d  is  s a c r ific in g  s o m e  o f  h is  co rn -  

ch a s e d  th r o u g h  n e g o t ia t io n  u n d e r  a  s m a ll m e r c ia l p o te n t ia l  to  m e e t  th is  m il it a r y  r e ­

n u m b e r  o f  s e p a r a te  o r d e r s .  O th e r  m a te r ia ls  q U ir e m e n t.  T h e  c o n tr a c tin g  o ffic e r  h a s  

r e p r e s e n t a p p r o x im a te ly  90 p e r c e n t o f  r a w  th e r e fo r e  a s s ig n e d  a  2 p e r c e n t w e ig h t  fo r  th is  

m a te r ia ls  a n d  10 p e r c e n t o f  s ta n d a r d  n u ts ,  s p e c ia l r e q u e s t.
b o lts  a n d  s im ila r  h a r d w a r e .  T h e s e  m a te r ia ls  6 _ s p e cia l con s id e ra tion . T h e  m ix  o f  th is  

w i l l  a l l  b e  p u r c h a s e d  o n  th e  b a s is  o f  c a ta lo g  c o n tr a c to r ’s  b u s in e s s  is  a p p r o x im a te ly  70 p e r -  

o r  c o m p e tit iv e  p r ic e s .  T h e  c o n tr a c tin g  c e n t c o m m e r c ia l a n d  30 p e r c e n t m il ita r y ,  

o fficer , a fte r  e v a lu a t in g  th e  te c h n ic a l  a n d  T h e  c o n tr a c to r  m a in ta in s  h is  o w n  b a s ic  r e -  

m a n a g e r ia l e ffo r t  r e c e iv e d  fo r  th e  a c q u is it io n  s ea r c h  g r o u p .  T h is  g r o u p  is  p r im a r ily  d e -  

o f  th e s e  ite m s  a s s ig n e d  a  3 p e r c e n t w e ig h t  fo r  v o te d  to w a r d s  d e v e lo p in g  c o m m e r c ia l 

p u r c h a s e d  p a r ts  a n d  o th e r  m a te r ia ls  a n d  a  p r o d u c ts ,  b u t  m a in ta in s  a  k n o w le d g e  o f  d e -

4 p e r c e n t w e ig h t  fo r  s u b c o n tr a c t ite m s .  fe n s e  r e q u ir e m e n ts  in  it s  a r e a  o f  o p e r a tio n ,

b . D ire ct lab or. T h e  c o n tr a c tin g  o ffic e r  g r o u p  r e c o g n iz e d  th a t  th e  d e v e lo p m e n t

d e te r m in e d  th a t  a p p r o x im a te ly  10 p e r c e n t m o r e  s o p h is tic a te d  s o u n d  m e a s u r in g
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h e  a s s ig n e d  a  p r o fit  v a lu e  o f  14 p e r c e n t a n d  p l ic a tio n s  a s  w e l l  a s  b e in g  u s e fu l  in  th e  

th e  r e m a in in g  90 p e r c e n t r e p r e s e n te d  s u p -  c o m m e r c ia l h e a r in g  a id  b u s in es s . I n  th e  

p o r t  e n g in e e r in g  la b o r  to  w h ic h  h e  a s s ig n e d  co u r s e  o f  th e ir  d e v e lo p m e n t,  th e s e  m il ita r y  

a  v a lu e  o f  11 p e r c e n t,  o r  a n  a ve r a g e  w e ig h t  a p p lic a tio n s  w e r e  k e p t in  m in d  a n d  th e  s p e -  

o f  11.3 p e r c e n t.  H e  a ls o  d e te r m in e d  th a t  Cif ic  p r o d u c t d e v e lo p e d  c o u ld  b e  u s ed  in  th e

5 p e r c e n t o f  th e  m a n u fa c tu r in g  la b o r  t o  b e  m il i t a r y  a p p lic a t io n  w ith o u t  s ig n ific a n t a d -  

a p p lie d  to  th e  p r o p o s a l w o u ld  b e  o f  a  d it lo n a l  e n g in e e r in g  r e s e a r c h  e ffo r ts .  T h e

S T w T u l W S S  o f  th is  » * “ r ^ S e n « e  T t £
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in g  o ffice r  h a s  th e r e fo r e  a s s ig n e d  a  w e ig h t  o f  

3 p e r c e n t to  th is  fa c to r .

E x a m p l e  N u m b e r  2— E P I  T y p e  P r o d u c t io n  
C o n t r a c t

Factors

C ontractor’s inpu t to 
tota l performance: 

D irect materials—
R a w  materia ls ------
Pu rchased parts___
Subcontracted

item s---- ----------
E ngineering lab or. 
E ngineering

overhead________
M anu factu ring

la b or...................
M anu factu ring

overhead________
G enera l and ad ­

m in istra tive 
expenses______

E stim ated
costs

As ­
signed
w eigh t

T o ta l..................
C omposite 

w eigh t (p rofit 
estimated

costs )....... .......
R is k . . . ,_____________
Performance________
Selected factors------

P rofit ob jective.

$3,000,000
5.500.000

28,000,000
1.500.000

1,000,000

9.000. 000

12,000,000

4.000. 000

Percent

2 . 0 0

3.00

3.64
11.3

7.88

6.2

6.93

7.35

64,000,000

4.97
4.80
1.00

- 1.20

Profit

$60,000
165.000

1,020,000
169.000

78,800

562.000 

831,600

294.000

3,181,300

9.57 6,124,800

1. C on tra ct ty pe . T h e  p r o p o s e d  c o n tr a c t 

c a lls  fo r  th e  d e liv e r y  o f  200 u n its  o f  a  c o m ­

p le x  m is s ile  s y s te m , u t i l iz in g  a  fix e d  p r ice  

in c e n tiv e  ty p e  c o n tr a c t w ith  a  f ir m  ta r g e t 

p r ic e ,  a n d  a: c e il in g  p r ic e  5 p e r c e n t a b ove. 
C o n tr a c to r s  p r o p o s e d  a  5 0 - 5 0  in c e n tiv e  fo r ­

m u la  o n  co s t, p lu s  p e r fo r m a n c e  a n d  d e liv e r y  

in c e n tiv e s .
2 . P ro fit ob je ctiv e . I n  e s ta b lis h in g  h is  

p r o fit  o b je c t iv e ,  th e  c o n tr a c tin g  o ffic e r  d e ­

te r m in e d  th a t  th e  r e la t iv e  w e ig h ts  a n d  p r o fit 

d o lla r s  s h o u ld  b e  a s s ig n e d  to  th e  s p ec ific  

fa c to r s  o n  th e  fo l lo w in g  b a s is :
a . C on tra cto r’s in p u t to  to ta l pe rform ance . 

( 1 )  R a w  M a te r ia ls — $3,000,000. A n a ly s is  r e ­

v e a le d  th a t  th is  a m o u n t r e p r e s e n te d  a p ­

p r o x im a te ly  100 o r d e r s  fo r  s ta n d a r d  s izes  o f 

a lu m in u m ,  s te e l,  a n d  o th e r  r e a d ily  a va ila b le  

m a te r ia ls  w h ic h  w o u ld  b e  p u r c h a s e d  o n  th e 

b a s is  o f  c o m p e tit iv e  o r  c a ta lo g  p r ic e s .  Th e 

c o n tr a c tin g  o ffice r  r e a s o n e d  th a t  th e  p ro ­
c u r e m e n t o f  th e s e  m a te r ia ls  r e p r e s e n te d  a 

b e lo w - n o r m a l e ffo r t,  ju s t i fy in g  a  p ro fit 

w e ig h t  b e lo w  th e  m e d ia n  fo r  th is  fa c to r ,  a n a  

a s s ig n e d  a  p r o fit  w e ig h t  o f  2 p e r c e n t.
( 2 )  P u r c h a s e d  P a r ts — $5,000,000. P r o ­

c u r e m e n t o f  th e s e  p a r ts  w iU  in v o lv e  a p ­

p r o x im a te ly  3,000 p u r c h a s e  o r d e r s ,  90 p ercen t 

o f  w h ic h  w i l l  b e  p u r c h a s e d  o n  th e  b a s is  oi 

c o m p e tit iv e  o r  c a ta lo g  p r ic e s ,  a n d  th e  re ­

m a in in g  10 p e r c e n t w il l  b e  n e g o tia te d  on 

a  c o s t a n a ly s is  b a s is . T h e  p a r ts  w e r e  p u r

i
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ch a s ed  to  e x is tin g  in d u s tr y  a n d  m il ita r y  

s ta n d a r d s  a n d  th e  c o n tr a c to r ’s  c o n tr ib u tio n  

w a s  p r im a r ily  r e la te d  to  s e le c tio n  o f  v e n d o r s  

a n d  p u r c h a s in g  a d m in is tr a tio n .  T h e  c o n ­

t r a c t in g  o ffic e r  a s s ig n e d  a  w e ig h t  o f  3 p e r c e n t.

( 3 )  S u b c o n tr a c te d  I t e m s — $28,000,000.

T h e  c o n tr a c tin g  o ffic e r ’s  a n a ly s is  in d ic a te d  

th a t  th e  s u b c o n tr a c tin g  p r o g r a m  In v o lv e d  

s u b c o n tr a c ts  o f  v a r y in g  c o m p le x ity  t o  w h ic h  

h e  a s s ig n e d  th e  fo l lo w in g  p r o f it  w e ig h ts :

D escription E stim ated
costs

N u m b er Assigned
w eigh t

P rofit

Subcontracts in volvin g  n ew  designs and n ew  processes requ iring exten ­
s ive h igh  levelen gin eerin g su pervision b y  th ep rim e contractor---------

M a n y su bcontracts,u nstab le design and specifications, and a h igh level
of negotiation  and prim e contractor su rveillance-----------------------------

N orm a l su bcontracting program, m ostly stab le design and specifica-

$2,00(1,000

16,000,000

8,000,000
2,000,000

10

3,000

600
20

Percent
5

4

3
2

3.64

$100,000

640.000

240.000 
40,000C ontinu ation  purchases, little changes in  des ign ------------------------------

28,000,000 3,630 1,020,000

(4 )  E n g in e e r in g  L a b o r — $1,500,000.

M a n u fa c tu r in g  L a b o r — $9,000,000. I n  h is  

a n a ly s is  o f  e n g in e e r in g  a n d  m a n u fa c tu r in g  

la b o r ,  th e  c o n tr a c tin g  o ffic e r  a s s ig n e d  th e  

fo l lo w in g  r e la t iv e  w e ig h ts  t o  th e  v a r io u s  

c a te g o r ie s  o f  c o m p e te n c e  a n d  r e s p o n s ib il ity  

a m o n g  th e  e n g in e e r in g  a n d  m a n u fa c tu r in g  

la b o r  c la s s ific a tio n s :

C lassification
E stim ated

costs
A s ­

s igned
w eigh t

Profit

E ngineering labor:
H igh  level scientific

or su pervisory______
Senior engineer_______
E ngineer________
Junior engineer______
D ra ftsm an___________

$20,000 
100,000
380.000 

, 400,000
300.000
200.000 
100,000

Percent
15
14
13
12
11
10
9

11.3

9
7
6
5

6.2

$3,000
14.000 
42,900
48.000 

. 33,000
20.000 
9,000Su pport______________

To ta l....................
Composite w eight. 

M anu factu ring labor:
Su pervisory__________
Skilled_______________
S emiskilled___________

1,500,000 169,900

100,000 
3,900,000 
3, Ó00,000 
2,000,000

9,000
273.000
180.000 
100,000U nskilled____________

T o ta l..... .............. 9,000,000 662,000

(5 )  E n g in e e r in g  O ve r h e a d — $1,000,000.

M a n u fa c tu r in g  O ve r h e a d — $12,000,000.

G e n e r a l a n d  A d m in is tr a t iv e  E x p en s es —  

$4,000,000. I n  h is  a n a ly s is  o f  th e s e  o ve r h e a d  

exp en s es , th e  c o n tr a c tin g  o ffic e r  g r o u p e d  th e  

va r io u s  ex p en s es  in  th e  o v e r h e a d  p o o ls  in to  

th e  fo l lo w in g  c a te g o r ie s  a n d  a s s ig n e d  r e la t iv e  

w e ig h ts  o n  th e  s a m e  g e n e r a l b a s is  u s ed  in  

th e  a s s ig n m e n t o f  p r o fit  va lu e s  t o  d ir e c t 
cos ts :

C ategory
Tota l

estimated
overhead
expenses

A s ­
signed

w eigh t
Profit

Engineering overhead:
Salaries and fringe Per-

benefits: cent
M anagement_____ $400,000 15 $60,000
D esigners___ 800,000 10 80,000
Support and cleri-

cal........ . 400,000 9 36,000
Outside purchases:

Professional serv-
ices— _ L L 300,000 5 15,000

Ren t and u tilities— 200,000 3 6,000
Supplies______ 60,000 2 1,000

D epreciation_____ 1,300,000 7 91,000
Travel and subsis-

tence. _ 600,000 6 25,000
Ta xes ... 60,000 2 1,000

Tota l_______ 4,000,000 315,000
Composite

w eights________ 7.88
■Estimated engineer-

ing overhead ex-
penses allocab le to
proposed contract 1,000,000

Profit va lu e at 7.88
percent___ _ 78,800

C ategory
Tota l

estimated
overhead
expenses

As ­
signed
w eigh t

• Profit

M anu factu ring over-
head:

Salaries and fringe Per-
benefits: cent

M anagem ent_______ $8,000,000 9 $720,000
S u pport____________ 4,600,000 7 315,000
U nskilled__________ 2,000,000 5 100,000

O u tside purchases:
Professional serv-

ices........................ 1,000,000 5 50,000
R en t and u tilities .. 1,000,000 3 30,000
Supplies____________ 600,000 2 10,000

D eprecia tion_________ 8,000,000 7 560,000
Tra vel - and subsis-

tence_______________ 1,600,000 5 75,000
Taxes____ ____________ 500,000 2 10,000

27,000,000 1,870,000
C omposite

w eigh ts ............. 6.93
E stim ated  manufac-

tu ring overhead ex-
penses allocab le to

12,000,000
Profit va lu e at 6.93

percent.................... 831,600
G enera l and adminis-

tra tive expenses:
Salaries and fringe

benefits:
M an agem ent_______ 3.100,000 15 465,000
S u pport____________ 2,200,000 10 22,000
U nskilled ................ 200,000 5 10,000

O u tside purchases:
Professional serv-

ices................. ...... 600,000 5 30,000
R en t and u tilities .. 100,000 3 3,000
Supplies______ '.____ 700,000 2 14,000

D eprecia tion_________ 200,000 7 14,000
Tra vel and subsis-

tence__________ _____ 400,000 6 20,000
Taxes......... ......... ...... 500,000 2 10,000

8,000,000 588,000
Composite

w eigh ts___ _____ 7.35
E stim ated  general

and  admin istrative
expenses allocab le
to proposed con-

4,000,000
P rofit va lu e at 7.35

294,000

b . R is k. I n  d e te r m in in g  th e  w e ig h t  t o  b e  

a s s ig n e d  fo r  a s s u m p tio n  o f  r is k ,  th e  c o n ­

t r a c t in g  o ffic e r  d e te r m in e d  th a t  a  r a n g e  o f  

3 to  5 p e r c e n t w o u ld  b e  a p p r o p r ia te  fo r  a  

fix e d  p r ic e  in c e n tiv e  c o n tr a c t,  c o n ta in in g  

co s t,  p e r fo r m a n c e ,  a n d  d e l iv e r y  in c e n tiv e s .  

T h e  p r o p o s e d  c o n tr a c t c a l le d  fo r  fir s t  p r o ­

d u c tio n  fo l lo w in g  a  p i lo t  r u n .  T h e  p r ic e  

q u o te d  a p p e a r e d  t o  b e  r e a s o n a b ly  r e a lis tic .  

T h e  c o n tr a c tin g  o ffic e r  d e te r m in e d  th a t  a  
p r o fit  o b je c t iv e  o f  4 .8  p e r c e n t fo r  r is k  w o u ld  

b e  a p p r o p r ia te  in  v ie w  o f  th e  c o m p le x ity  o f  

th e  ite m ,  th e  r e a l is tic  c o s t e s tim a te ,  a n d  th e  

c lo s e  c e il in g  p r ic e .

c .  P e rfo rm a n ce . C o n tr a c to r ’s  m a n a g e ­

m e n t  h a s  d e m o n s tr a te d  its  w i l l in g n es s  a n d

a b il ity  to  a d ju s t c o m p a n y  re s o u r ce s  t o  m e e t  

d e fe n s e  r e q u ir e m e n ts .  T h e  c o n tr a c to r  h a s  

a n  e ffe c t iv e  s m a ll b u s in e s s  s u b c o n tr a c tin g  

p r o g r a m . T h e  c o n tr a c to r  h a s  ju s t  c o m ­

p le te d  a  s u c c e s s fu l d e v e lo p m e n t p r o g r a m  

o f  th is  ite m  o n  t im e  b u t  e x p e r ie n c e d  a  c o s t 

o v e r r u n  o f  12 p e r c e n t.  T h e  c o n tr a c tin g  o f ­

f ic e r  h a s  r a te d  th e  r e c o r d  o f  c o n tr a c to r ’s 

p e r fo r m a n c e  a t  1 p e r c e n t.

d . S e le cted  factors . ( 1 )  S o u r c e  o f  r e ­

s o u r c e s :  A p p r o x im a te ly  75 p e r c e n t o f  th e  

fa c i l it ie s  to  b e  u s ed  in  th e  p e r fo r m a n c e  o f  

th e  c o n tr a c t a r e  o w n e d  b y  th e  G o v e r n m e n t.  

T h e  c o n tr a c tin g  o ffic e r  h a s  th e r e fo r e  a s s ig n e d  

a  m in u s  1.5 p e r c e n t w e ig h t  to  th is  fa c to r .

( 2 )  S p e c ia l a c h ie v e m e n t r e q u ir e d  in  th e  

c o n tr a c t:  T h e  c o n tr a c to r  h a s  a g r e e d  to  h a v e  

a v a ila b le  s u p p o r t s p a r es  fo r  th e s e  ite m s  u n t i l  

c o m p le te  s q u a d r o n s  a r e  o p e r a tio n a l  in  th e  

fie ld .  A  r e s e r v e  o f  s u ch  s p a r es  a b o v e  p r o ­

d u c tio n  r e q u ir e m e n ts  w i l l  b e  m a in ta in e d - a t  

c o n tr a c to r ’s e x p en s e .  T h is  d e la y  in  p r o ­

c u r e m e n t o f  s u p p o r t ite m s  w il l  r e s u lt  in  c o s t 

s a v in g s  to  th e  G o v e r n m e n t a n d  th e  c o n ­

t r a c t in g  o ffic e r  h a s  d e te r m in e d  a  0.3 p e r c e n t 

w e ig h t in g  s h o u ld  b e  g iv e n  th is  fa c to r .

( 3 )  T h e  c o m p o s ite  w e ig h t  a s s ig n e d  to  s e ­

le c te d  fa c to r s  is  m in u s  1.2 p e r c e n t.

E x a m p l e  N u m b e r  3— F P I  C o n t r a c t  f o r  M ìs s i l e  
H a r d w a r e

Factors
E stim ated

costs
A s ­

signed
w eigh t

P rofit

C ontractor’s in pu t to Percent
tota l performance:

D irect materials :
Pu rchased parts____ $4,000,000 3 $120,000
O ther materials 1,000,000 2. 0 20,000
S u b c o n t r a c te d

items 50,000,000 1.92 960,000
E ngineering lab or____ 300,000 11.50 34,500
E n g in eer in g  over -

head.......... .............. 200,000 8.85 17, 700
M anu factu ring lab or. 1,000,000 5.6 56,000
M an u factu ring over-

head________________ 1,500,000 5.62 84,300
G eneral and adminis-

tra tive expenses____ 6,000,000 6.96 417,600

64,000,000 1,710,100
C omposite w eigh t

(p r o fit- r - e s ti-
m ated costs) 2. 67

2.5
Perform ance___________ 2.00

—.5

P rofit ob jective.. . 6.67 4,268,000

1. C on tra ct ty pe . T h e  p r o p o s e d  c o n tr a c t  

is  o f  th e  fix e d - p r ic e  in c e n tiv e  ty p e  fo r  100 
m is s ile s  a n d  300 s e ts  o f  la u n c h in g  e q u ip ­

m e n t.  T h is  w i l l  b e  th e  th ir d  p r o d u c tio n  

r u n  o f  a  c o n tin u in g  m is s ile  p r o d u c tio n  p r o ­

g r a m . T h e  p r im e  c o n tr a c to r  is  r e s p o n s ib le  

f o r  o v e r - a l l  s y s te m  c o m p a t ib il ity  a n d  o p e r ­

a t io n .  T h e  m is s ile  ( le s s  g u id a n c e  s e c tio n )  

a n d  th e  la u n c h in g  e q u ip m e n t w i l l  b e  s u b ­

c o n tr a c te d  t o  a  s in g le  s u b c o n tr a c to r  u n d e r  

a  fix e d - p r ic e  in c e n tiv e  s u b c o n tr a c t.  B o th  

th e  p r im e  a n d  m a jo r  s u b c o n tr a c t c o n ta in  

b o th  c o s t a n d  d e l iv e r y  in c e n tiv e s .

2 . P ro fit o b je ctiv e . . I n  e s ta b lis h in g  h is  

p r o fit  o b je c t iv e ,  th e  c o n tr a c tin g  o ffic e r  d e te r ­

m in e d  th a t  th e  w e ig h ts  a n d  p r o fit  d o lla r s  

s h o u ld  b e  a s s ig n e d  t o  th e  v a r io u s  fa c to r s  

in  a c c o r d a n c e  w ith  th e  fo l lo w in g  c o n s id e r a ­

t io n s  :

a . C on tra cto r’s in p u t to  to ta l p e rfo rm ­

ance— ( 1 )  D ire c t m ate ria ls . T h e  c o n tr a c tin g  

o ffice r , a f t e r  a n a ly s is  o f  e s tim a te d  d ir e c t  

m a te r ia l  co s ts , c la s s ifie d  th e s e  m a te r ia ls  in to  

th e  fo l lo w in g  c a te g o r ie s  a n d  a s s ig n ed  r e la t iv e  

w e ig h ts  a s  in d ic a te d :
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C ategory
E stim ated

costs
As ­

signed
w eigh t

P rofit

Pu rchased parts:
M a n y orders for read ­

ily  a va ilab le item s .. $4,000,000

Percent

3 $120,000
O ther materia ls :

B asic raw  m a teria ls . . 1,000,000 2 20,000
Subcontracted items: 

Subcontracts—  
C om plex subs re­

qu iring close tech ­
n ica l supervision 
b y p rim e_______ _ 4,000,000 5 200,000

C omponents and 
subassemblies 
manu factu red to 
p r im e con tra c ­
tor’s design and 
specifications un ­
der com petitive ­
ly  . priced subs. 
M a n y  s u b con ­
tracts in volved — 10,000,000 4 400,000

Subcontract w ith  
X  corporation 
for missile (less 
gu idance sys- 
t e m )  a n d  
grou nd su pport 
e q u  ip m e n  t 
m a n u fa ctu red  
b y  2d tier sub. 
L ittle  su pervi­
sion o f subs b y  
prim e _________ 36,000,000 1 360,000

T o ta l  su b  con -
50,000,000 960,000

C o m p o s i t e  
w eigh t.............. 1.92

(2 )  D ire ct lab or. T h e  c o n tr a c tin g  o ffic e r  

c la s s ifie d  e n g in e e r in g  a n d  m a n u fa c tu r in g  

la b o r  in to  th e  fo l lo w in g  c a te g o r ie s  to  w h ic h  

h e  a s s ig n e d  th e  in d ic a te d  p r o fit  w e ig h ts  

a n d  d o lla r s .

C a tegory
E stim ated

costs
A s ­

signed
w eigh t

Profit

E ngineering labor:
Top  su pervisory---- .
Sen lor engineer....... ..
S u pport______________

Tota ls _____________
C omposite w eigh t. 

M anu factu ring labor:
S u pervisory__________
S killed_______________
U n skilled____________

Tota ls ____ ________
C omposite w eigh t.

$25,000 
200,000 
75,000

Percent
15
12
9

$3,750
24,000
6,750

300,000
11.50

9
7
5

34,500

50,000 
200,000 
750,000

4,500
14,000
37,500

1,000,000
5.6

56,000

(3 )  O v erhead  Expenses . A f t e r  h is  a n a ly is  

o f  th e  to ta l  e n g in e e r in g  a n d  m a n u fa c tu r in g  

o v e r h e a d  a n d  a d m in is tr a tiv e  e x p en s e  p o o ls ,  

th e  c o n tr a c tin g  o ffice r  g r o u p e d  th e  v a r io u s  

ex p en s e s  in  th e s e  p o o ls  in to  th e  fo l lo w in g  

c a te g o r ie s  a n d  a s s ig n e d  r e la t iv e  w e ig h ts  o n  

th e  s a m e  g e n e r a l b a s is  u s ed  in  th e  a s s ig n ­

m e n t  o f  p r o fit  va lu e s  to  d ir e c t  c o s ts :

C ategory
Tota l

estimated
overhead
expenses

As ­
signed
w eigh t

Profit

E ngineering overhead: 
Salaries and fringe 

benefits—
M anagem ent_______ $300,000

Per­
cent
15 $45,000

D esigners................ 400,000 12 48,000
Su pport and 

clerical........ .......... 400,000 9 36,000
Ou tside purchases—  

Professional 
services_________ 200,000 5 10,000

Ren t and U tilities .. 300,000 5 15,000
Supplies___________ 50,000 3 1,500

D eprecia tion . .  _____ 200,000 7 14,000
Tra vel and 

subsistence_________ 100,000 5 5,000

C ategory
Tota l

estimated
overhead
expenses

As ­
signed
w eigh t

Profit

E ngineering O verh ead -  
C ontinu ed 

Taxes_____ ________

Tota ls ______________
C omposite w eigh t _ . 

E stim ated engi­
neering overhead 
expenses a llo­
cable to proposed
contract________

P rofit va lu e a t
8.85 per cent___

M an u factu ring over ­
head:

Salaries and fringe 
benefits—  v

M an agem ent...____
S u pport____________
U n sk illed _____ ____

O u tside purchases—  
Professional

services________. . .
R en t and u tilities ...
S u pplies___________

D eprecia tion________
Tra vel and

subsistence____ . . .
Taxes________________

Tota ls ____ _____ ____
C omposite w e igh t.. 

E stimated 
manu factu ring 
Overhead 
expenses 
allocab le to 
proposed
contract............

P rofit va lu e a t
5.62 percent____

General and admin is ­
tra tive expenses: 

Salaries and fringe 
benefits—

M anagem ent______
S u pport___________
U nskillled____ 1____

O u tside purchases—  
Professional '

services____ _____
R en t and u tilities ..
S u pplies..... ...........

D eprecia tion ________
Tra vel and

subsistence...... ..
Taxes__ _____________

Tota ls __________
Composite

w eigh t........
E stim ated gener­

a l and admin is ­
tra tive expenses 
a llocab le to pro­
posed contract... 

P rofit va lu e at 
6.96 percent___

$50,000

Per­
cent
5

2,000,000

500,000 
1,000,000 
1,000,000

225.000 
. 300,000

175.000
1,100,000

150,000 5
50,000 3

4,500,000

1.000. 0C0
3.000. 000
1.000. 000

1,000,000 
2,000,000 

500,000 
2, 000,000

1,000,000
•  500,000

12,000,000

8.85

$2,500

177,000

200, 000

17,700

45.000
70.000 
50, OOP

11,250 
9,000
3.500 

55,000

7.500
1.500

1,500,000 

84,300

150.000
270.000 
60,000

50.000
80.000
15.000 

140,000

50.000
20. 000

835,000

6,000,000

417,000

b . R is k. T h e  c o n tr a c to r  h a s  p r o p o s e d  a  

fix e d - p r ic e  in c e n tiv e  c o n tr a c t w ith  c o s t a n d  

d e liv e r y  in c e n tiv e s .  T h e  in c e n tiv e  r e w a r d  

( o r  p e n a lty )  is  d iv id e d  8 0 - 2 0  b e tw e e n  c o s t 

a n d  d e liv e r y .  T h e  p r o fit  s h a r in g  r a t io  is  7 0 -  

30. A  c e il in g  o f  120 p e r c e n t is  p r o p o s ed . T h e  

c o n tr a c tin g  o ffic e r  r e a s o n e d  th a t  th e  c o n ­

t r a c to r ’s  c o s t r is k  o n ly  ju s t ifie d  a  r e w a r d  o f  

2.5 p e r c e n t s in c e  h is  c o s t r is k  w a s  s u b s ta n ­

t ia l l y  r e d u c e d  b y  th e  h ig h  c e il in g  p r ic e  a n d  

th e  fa c t  th a t  th e  in c e n tiv e  r e w a r d  o r  p e n ­

a l ty  w o u ld  b e  p a s s ed  a lo n g  to  th e  m a jo r  s u b ­

c o n tr a c to r .
c . P e rfo rm a n ce . T h e  c o n tr a c tin g  o ffic e r  

r e a s o n e d  th a t  th e  p a s t p e r fo r m a n c e  o f  th is  

c o n tr a c to r  e n t it le d  h im  to  th e  m a x im u m  

w e ig h t  o f  2 p e r c e n t fo r  p a s t p e r fo r m a n c e .  

T h e  c o n tr a c to r ’s  r e c o r d  in  c o m p r e s s in g  a  

la r g e  r e s ea r ch , d e v e lo p m e n t,  a n d  p r o d u c tio n  

p r o g r a m  a n d  fie ld in g  a  c o m p le x  m is s ile  s ys ­

t e m  w ith in  a  s h o r t p e r io d  o f  t im e  w a s  c o n ­

s id e r e d  a n  o u ts ta n d in g  a c h ie v e m e n t.  F u r ­

th e r m o r e ,  th e  c o n tr a c to r  h a d  c o n s is te n tly  

c o o p e r a te d  in  th e  s m a ll b u s in e s s  a n d  la b o r  

s u r p lu s  p o lic ie s  o f  th e  D e p a r tm e n t o f  D e ­

fe n s e .  H e  o p e r a te d  a  r e s ea r ch  a n d  d e v e lo p ­

m e n t  la b o r a to r y ,  w h ic h  r e s u lte d  in  g e n u in e

a d va n c e s  in  th e  s ta te - o f - th e - a r t  in  a rea s  o f 

b e n e fit  t o  th e  D e p a r tm e n t o f  D e fe n s e .

d .  Se le cted  factors . T h e  c o n tr a c tin g  o f ­

f ic e r  d e te r m in e d  th a t  th e  o n ly  o n e  o f  th e  s e ­

le c te d  fa c to r s  a p p lic a b le  to  th e  p r o p o s e d  c o n ­

t r a c t  w a s  r e la te d  to  th e  s o u rce  o f  r es ou rces . 

T h e  c o n tr a c to r  h a s  a p p lie d  fo r  b o th  p r im e  

a n d  s u b c o n tr a c t p r o g r e s s  p a y m e n ts .  In  a d ­

d it io n ,  a n  e s tim a te d  30 p e r c e n t o f  to ta l  fa c i l ­

it ie s  fo r  p e r fo r m a n c e  o f  p r o p o s e d  c o n tr a c t 

w i l l  b e  fu r n is h e d  b y  th e  G o v e r n m e n t.  T h e  

c o n tr a c tin g  o ffic e r  a s s ig n e d  a  m in u s  p r o fit  

w e ig h t  o f  0.5 p e r c e n t in  v ie w  o f  th e s e  c o n ­

s id e r a tio n s .

E x a m p l e  N u m b e r  4— C P F F  B e s t  E f f o r t s  T y p e  
C o n t r a c t  f o r  B a s ic  R e s e a r c h

Factors
E stim ated

costs
As ­

signed
w eigh t

Profit

C ontractor’s in pu t to
tota l performance: Percent

D irect m ateria ls______ $5,000 3.0 $150
E ngineering lab or____ 27,000 12.3 3,320
E ngineering over-

head__________ _____ 25,000 7.5 1,875
C onsu ltant fees__ __  . 3,000 5.0 150
Tra vel and subsist-

ence___________ _____ 1,000 6.0 60
G enera l and admin-

istra tive expenses. 5,000 7.0 5. 350

66,000 . 5,905
C omposite w eigh t

(profit-r-esti-
8.95
0
2

Selected fa ctors^ ...__ 0

P rofit ob jective____ 66,000 10.95 7,227

1. C on tra ct ty pe . T h is  c o n tr a c t ca lls  fo r  

o n e  y e a r ’s e ffo r t  u t i l iz in g  th e  s e r v ic e s  o f  on e 

p r in c ip a l  in v e s t ig a to r  a n d  s u ch  o th e r  te c h ­

n ic a l  a n d  s u p p o r t e n g in e e r in g  p e r s o n n e l as 

a r e  r e q u ir e d  o n  a  b a s ic  r e s e a r c h  p r o jec t. 

T h e  r e s u lts  o f  th is  c o n tr a c t w il l  b e  fo u r  

q u a r te r ly  a n d  o n e  a n n u a l r e p o r t,  d es c r ib in g  

th e  r e s u lts  o f  th e  s tu d y .
2. P ro fit o b je ctiv e . In  e s ta b lis h in g  h is  

p r o fit  o b je c tiv e ,  th e  c o n tr a c tin g  o fficer  d e ­

te r m in e d  th a t  th e  fo l lo w in g  w e ig h ts  w ith  

th e  r e s u ltin g  d o lla r s  s h o u ld  b e  a s s ig n ed  to  

th e  v a r io u s  fa c to r s .

a . D ire ct m ate ria ls . H e  d e c id e d  th a t w ith ­

in  th e  r a n g e  o f  2 to  4 p e r c e n t th a t th e  2 

p e r c e n t fa c to r  s h o u ld  b e  a s s ig n ed  to  a  lim ited  

n u m b e r  o f  p u r c h a s e s  o r  la r g e  d o lla r  va lu e 

o f  c a ta lo g  ite m s ;  th a t  a  2 p e r c e n t fa c to r  

s h o u ld  b e  a s s ig n e d  to  th e  p u r c h a s e  o f  a  g r ea t ­

e r  n u m b e r  o f  u n its  w h e r e  s o m e  in s tru c tio n  

h a d  to  b e  g iv e n  to  th e  v e n d o r  a s  to  typ e  o f 

ite m  to  b e  fu r n is h e d .  T h e  4 p e r c e n t fa c to r  

w o u ld  o n ly  b e  a p p lic a b le  to  th e  p rocu rem en t 

o f  m a n y  ite m s  in v o lv in g  d e ta ile d  in s tru c tion s  

to  th e  v e n d o r ,  in v o lv in g  a  r e la t iv e  w id e  va r i ­

e ty  o f  ite m s .  H e  c h o s e  th e  3 p e r c e n t fa c to r  

b e c a u s e  th e  n u m b e r  o f  ite m s  a n d  th e  d o lla rs  

in v o lv e d  is  n o t  g r e a t a n d  th e  ite m s  in vo lved  

a r e  n o t  o ff - th e - s h e l f  a n d  r e q u ir e  s om e d ir ec ­

t io n  to  th e  v e n d o r .
b . E n gin e e rin g  lab or. T h e  w e ig h t to  b e 

g iv e n  to  th is  fa c to r  w a s  d e te r m in e d  as 

fo l l o w s :

Lab or category E stim ated
costs

As ­
signed
weight

Profit

$15,000
Percent

14 $2,100
770
450Su pport engineering----

Tech n ica l- ......... - .........

7.000
5.000

11
9

T o ta l..... ............... 27,000
3,320

Composite w eight .
------------ -
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In  m a k in g  h is  d e te r m in a tio n  o n  th e  p r o ­

p r ie ty  o f  th e s e  fa c to r s ,  th e  c o n tr a c tin g  o ffic e r  

r e a s o n e d  th a t  w h ile  th is  p r o je c t  r e q u ir e d  a  

h ig h  le v e l  o f  s c ie n t ific  a b il ity ,  t h a t  a b i l ity  

w o u ld  b e  p r o v id e d  b y  th e  c o n s u lta n t,  a n d  

th a t  th e  s e n io r  e n g in e e r  to  b e  u s ed  w a s  a  s te p  

b e lo w  th e  le v e l  o f  fir s t- c la s s  s c ie n tific  ta le n t .  

T h e  w e ig h ts  a s s ig n e d  t o  s u p p o r t e n g in e e r in g  

r e fle c t th e  p r o p o s e d  u s e  o f  J u n io r  e n g in e e r s .  

T e c h n ic a l  p e r s o n n e l c o s ts  a r e  w e ig h te d  in  

a c c o r d a n c e  w ith  h is  e s tim a te  o f  th e  r e la t iv e  

c o n tr ib u tio n  th e  p e r s o n n e l c o n c e r n e d  w il l  

m a k e  to  th e  p r o je c t.

c. E n gin e e rin g  ove rhead . T h e  a m o u n t o f  

$25,000 r e p r e s e n ts  a p p r o x im a te ly  5 p e r c e n t 

o f  th e  c o n tr a c to r ’s  to ta l  p o o l o f  e n g in e e r in g  

o ve r h e a d  ex p en s es  fo r  th e  p e r io d  u n d e r  c o n ­

s id e r a tio n .  T h e  c o n tr a c tin g  o ffic e r  d e c id e d  

th a t  a  d e ta ile d  a n a ly s is  o f  o v e r h e a d  to  d e te r ­

m in e  th e  e x te n t  o f  c o n tr ib u tio n  t o  c o n tr a c t 

e ffo r t w o u ld  n o t  b e  a p p r o p r ia te  in  th e s e  c ir ­

cu m s ta n ce s .  O n  th e  a s s u m p tio n  th a t  o v e r ­

h e a d  n o r m a lly  c o n tr ib u te s  to  c o n tr a c t p e r ­

fo r m a n c e  in  th e  s a m e  d e g r e e  a s  th e  r e la te d  

d ir e c t la b o r ,  h e  ch o s e  th e  m id - p o in t  o f  th e  

o ve r h e a d  r a n g e .

d . C on s u ltin g  fees. T h is  ite m  o f  c o s t is  

s im ila r  to  a n d  c la s s ifie d  th e  s a m e  a s  a  s u b ­

c o n tr a c te d  ite m .  I n  a s s ig n in g  p r o fit  v a lu e  

to  th is  c o s t,  th e  c o n tr a c tin g  o ffic e r  u s ed  a  

w e ig h t o f  5 p e r c e n t.  T h e  c o n s u lta n t to  b e  

u s ed  w il l  b e  r e s p o n s ib le  fo r  th e  d ir e c t io n  o f  

th e  r e s e a r c h  e ffo r t  a n d  is  a  n a t io n a l ly  r e ­

s p e c ted  e x p e r t in  th e  p a r tic u la r  r e s e a r c h  fie ld .

e. Trav e l an d  s ub s is tence . T h e  v a lu e  o f  6 
p e r c e n t is  a s s ig n e d  to  th e s e  co s ts . T h is  v a lu e  

r e fle c ts  th e  o p in io n  o f  th e  c o n tr a c tin g  o ffic e r  

th a t th e s e  co s ts  r e p r e s e n t a  s m a ll  c o n tr i ­

b u tio n  t o  c o n tr a c t e ffo r t,  T h is  ite m  o f  c o s t 

w h ic h  is  g e n e r a l ly  c la s s ifie d  a s  a n  o ve r h e a d  

ite m  is  h e r e in  c o n s id e r e d  a  d ir e c t c o s t;  b u t,  

fo r  p u rp o s e s  o f  p r o fit  e v a lu a tio n ,  is  c o n s id ­

e r ed  th e  s a m e  a s  a  g e n e r a l a n d  a d m in is tr a ­
t iv e  ex p en s e .

f .  General and administ rative expenses. 
T h e  G & A  ex p en s e s  a l lo c a te d  t o  th is  c o n tr a c t 

r e p r e s e n t a p p r o x im a te ly  1 p e r c e n t o f  th e  to ta l  

G & A  p o o l.  T h e  c o n tr a c to r  d e c id e d  th a t  a n  

a n a lys is  o f  th is  p o o l  to  d e te r m in e  its  c o n tr i ­

b u tio n  t o  c o n tr a c t e ffo r t  w o u ld  n o t  b e  a p ­

p r o p r ia te .  H e  c h o s e  th e  m id - p o in t  o f  th e  

6-8 p e r c e n t r a n g e  s u g g e s te d  fo r  g e n e r a l a n d  

a d m in is tr a tiv e  e x p en s es  o n  th e  b a s is  th a t  

th e  c o n tr ib u tio n  to  c o n tr a c t e ffo r t  r e p r e ­

s en ted  b y  g e n e r a l a n d  a d m in is tr a t iv e  e x ­

p en s es  is  c o m p a r a b le  to  th e  c o n tr ib u tio n  

r e p r e s en ted  b y  e n g in e e r in g  o ve r h e a d  e x ­
p en s es .

3. Contract cost r isk. T h e  p r o p o s e d  c o n ­

tr a c t is  o f  th e  C P P P  b e s t e ffo r t  ty p e .  A  v a lu e  

o f  z e r o  fo r  th is  fa c to r  is  c o n s id e r e d  a p p r o ­
p r ia te .

4. Performance. T h e  p r o p o s e d  c o n tr a c t is  

a  c o n tin u a tio n  o f  s im ila r  s tu d ie s  c o n d u c te d  

u n d e r  p r io r  c o n tr a c ts .  R e s u lts  o f  th e  p r io r  

c o n tr a c ts  h a v e  b e e n  r a te d  a s  e x c e lle n t.  C o s t 

o f  th e  p r o g r a m  in  r e la t io n  to  a c h ie v e m e n ts  is  

s a tis fa c to r y .  T h e  c o n tr a c tin g  o ffic e r  d e te r ­

m in e d  th a t  a  + 2  w e ig h t  fo r  th is  fa c to r  is  
a p p r o p r ia te .

^ u ltSelectei^ f actoTS- N o  G o v e r n m e n t f a ­
c ilitie s  o r  e x tr a o r d in a r y  fin a n c ia l  a s s is ta n ce  

n a ve  b ee n  p r o v id e d .  N o  s p e c ia l a c h ie v e m e n t 

c o n tr a c tin g  o ffic e r  d e te r -

íortms ¿S or. WeiSht ° f ZCT°  *  appropriate

16. Sections 3.811, 3.901(a) and the in-  
rI°?U<it?ry Portion of § 3.903-1 (a ) are 
evised to read as follows :

§  3 .8 1 1 R e c o r d  o f  p r i c e  n e g o t i a t i o n .

Ho(a ) *At tlle conclusion of each negotia-
contrnr«n inlü al or a revised price, the 
contracting officer shall promptly pre-

or cause to be prepared a memoran- 

nf J?¿Setüngr forth  the Principal elements 
ox tne price negotiation, for inclusion 
in tne contract file and for the use of any 
reviewing authorities. The memoran ­

dum shall be in sufficient detail to reflect 
the most significant considerations con ­
trolling the establishment of the Initial 
or revised price.

(b ) As part of the requirement in par­
agraph (a ) of this section, determination 
of the profit or fee objective, in accord ­
ance with § 3.808, shall be fu lly docu ­
mented. Since the profit objective is the 
contracting officer’s pre-negotiation eval­
uation of the total estimated profit under 
the proposed contract, the amounts set 
forth  for each category of cost w ill prob ­
ably change in the course of negotiation. 
Furthermore, the negotiated profit w ill 
probably vary from the profit objective, 
and from a detailed application of the 
weighted guidelines method to each ele­
ment of the contractor’s input to total 
performance as anticipated prior to ne­
gotiation. Since the profit ob jective is 
viewed as a whole rather than as its 
component parts, insignificant variations 
from the pre-negotiation profit objective, 
as a result of changes of the contractor’s 
input to total performance need not be 
documented in detail. Conversely, sig­
nificant deviations from the profit objec­
tive necessary to reach a final agreement 
on profit or fee shall be explained. The 
profit earned as a result of contract per­
formance w ill generally vary from that 
anticipated at the time of the negoti­
ation.

Xc) W here the weighted guidelines 
method is not used because of unusual 
pricing situations (see § 3.808-2(b) (2 ) ) ,  
the contract file shall be documented to 
support the exceptions.

§  3 .9 0 1  G e n e r a l .

(a ) Information as to the contractor’s 
“make-or-buy” program, purchasing 
system, and proposed subcontracts may 
be important to ( 1) negotiation of rea ­
sonable contract prices (see §§ 3.807-10 
and 3.808); (2) assurance of satisfactory 
contract performance; or (3) carrying 
out Government policies regarding small 
business (§ 1.707-1 of this chapter), 
labor surplus areas (§ 1.805-1 of this 
chapter), acquisition and use of G ov­
ernment facilities, maintenance of mo­
b ilization base, or other policies which 
may be appropriate to the particu lar 
procurement. Therefore, Government 
surveillance of contractors’ “make-or-  
buy” programs and proposed subcon­
tracts is required as set forth  in this 
subpart. W here “make-or-buy” deci­
sions and subcontracting w ill have a 
substantial impact on any of the above 
mentioned factors, the contractor's 
“make-or-buy” program and subcon­
tracting should, to the extent practi­
cable, be evaluated and agreed on during 
negotiations.

* * * * *

§  3 .9 0 3 —1 C o n t r a c t  c lau se s .

(a ) The prescribed clauses, covering 
Government consent to subcontracts, 
for cost-reimbursement type contracts 
are set out in §§ 7.203-8 and 7.402-8 of 
this chapter. Except where definite and 
final evaluation of the contractor’s sub­
contracting is accomplished during ne­
gotiations, the following clause (unless 
modified in accordance with paragraph 
(b ) or (c) of this section) shall be in ­
cluded in all fixed-price incentive and

fixed-price redeterminable contracts 
where—

(1) It is anticipated that one or more 
subcontracts may each exceed $100,000 
or such other figure as is to be included 
in paragraph (b ) (ii) and (iii) of the 
following clause in accordance with par ­
agraph (c) of this section;

(2) The work of the prime contractor, 
or of the plant or division of the prime 
contractor which w ill perform the con ­
tract, is predominantly for the G overn ­
ment; or

(3) The estimated contract price is 
$1,000,000 or more.

One of the clauses set forth  in §§ 7.203-8 
and 7.402-8 of this chapter, or below, 
whichever is appropriate, shall be in ­
cluded in each letter contract. In  the 
event a letter contract is superseded by 
a definitive firm fixed-price contract or 
fixed-price contract with escalation, 
such clause shall be deleted at that time. 

* * * * *

p a r t  4— sp ec i a l  t y p es a n d  me t h ­
o d s  OF PROCUREMENT

17. Section 4.203 is revised; subpara­
graph (2) of § 4.205-1 (b ) is revised; 
§ 4.205-2 is revised; and § 4.503 is re­
voked, as follows:

§  4 .2 0 3  P u b l i c i z i n g  p r o c u r e m e n t  a c t i o n s  
a n d  e x p a n d i n g  so u rc e s .

The Departments shall continually 
search for and develop information on 
sources (including small business con ­
cerns) competent to perform research 
and development. Advance publicity, 
including use of the Commerce Business 
D aily (see § 1.1003-4 of this chapter) 
to the fu llest extent practicable, shall 
be given for this purpose. The search 
should include (a ) a review of relevant 
data or brochures furnished by sources 
seeking research and development work 
and (b ) a cooperative effort by technical 
personnel, small business specialists, and 
contracting officers to obtain informa ­
tion and recommendations with respect 
to potential sources and to consider the 
desirability of seeking other sources by 
publication of proposed procurements, 
in addition to the synopsis requirement.

§  4 .2 0 5 —1 S e le c t i o n  o f  so u rc e s .

* * * * *

(b ) Small business sources. * * *
(2) In  order to cooperate with the 

Small Business Administration in carry­
ing out its responsibility of assisting 
small business concerns to obtain con ­
tracts for research and development, 
contracting officers, technical personnel 
and small business specialists shall, upon 
request, provide to authorized SBA rep ­
resentatives information necessary to 
understand the G overnment’s needs con­
cerning research and development pro­
grams under consideration for specific 
fu ture procurement actions. Normally, 
this information shall be provided to 
SB A representatives assigned to a pur­
chasing activity, as early as practicable, 
and shall cover the G overnment’s re­
quirements for each proposed research 
and development procurement exceeding 
$10,000. To the maximum extent feasi­
ble, SB A shall be afforded a minimum



12562 RULES AND REGULATIONS

of 15 working days to provide pertinent 
information concerning qualified poten­
tial small business sources developed 
through its investigation of the capa ­
bilities of specific firms in the particu lar 
field of research and development cov- , 
ered by such procurements. Pu ll evalu ­
ation shall be given to any such 
information in selecting qualified sources. 
Exception to the policy of providing 
SB A a minimum 15 working day inter ­
val to recommend additional qualified 
small research and development sources 
for a proposed procurement w ill be per­
mitted only in those cases where the 
head of the purchasing activity or his 
designated representative advises the 
SBA representative that such action 
would result in unjustifiable delay. 

* * * * *

§  4 .2 0 5 —2  S o l i c i t a t i o n .

(a ) In  order to minimize the prepa ­
ration of technical proposals, which cah 
be both costly and wastefu l of scientific 
or engineering manpower, contracting 
officers should request proposals only 
from sources which have been techni­
cally evaluated and found qualified to 
perform research or development in the 
specific field of science or technology in ­
volved. W here there is no substantial 
question as to the choice of the source, 
as where only one source is found fu lly 
qualified as a result of thorough techni­
cal evaluation or the purpose of the con ­
tract is to explore an ijdea or initia l de­
velopment submitted in confidence by 
one firm, solicitations may be limited to 
a single source. W here several sources 
are found fu lly qualified technically, pro­
posals generally shall be solicited from 
each such source. Sources which be­
come known as a result of synopses or 
other means of publicizing requirements 
shall be sent requests for proposals if 
such sources have been technically evalu ­
ated and determined reasonably quali­
fied to perform, and possess any neces­
sary security clearance. W hen a source 
not initia lly solicited requests a copy of 
a solicitation and such source has been 
technically evaluated and determined 
not qualified, he shall be so advised and 
his request shall be denied. In  the event 
such source has not been technically 
evaluated, a copy of the request for pro­
posal shall be furnished but only after 
advice has been given to the firm making 
the request as to the reasons for the 
limited solicitation and the unlikelihood 
of any other firm being able to qualify 
for a contract award under the circum­
stances. In  all procurements of research 
or development in which no small busi­
ness firm was solicited for a proposal, 
a statement shall be included in the 
solicitation file setting forth  the reasons 
for not soliciting small business.

(b ) In  addition to paragraph (a ) of 
this section, exploratory requests may 
be used to determine the existence of 
ideas or prior work in specific fields of 
research. However, the request for such 
information^ shall clearly state that it 
does not impose any obligation on the 
Government or signify a firm intention 
of the Government to enter into a 
contract.

§  4 .5 0 3  P r o c u r e m e n t  e f f e c t e d  o u t s i d e  
t h e  U n i t e d  S t at e s.  [R e v o k e d ]

PART 5— INTERDEPARTMENTAL AND 

COORDINATED PROCUREMENT

18. In  § 5.102-3, the Federal Supply 
Schedules listed in paragraphs ( a ) , ( b ) , 
and (c) are amended by changing those 
listed under Group 25 in paragraph (a ) ; 
by adding a Group 45 and a Group 68 
in paragraph ( a ) ; by deleting the item

19. Sections 5.201, 5.301(a), and 5.302 
are revised to read as follows:

§  5 .2 0 1  P r o c u r e m e n t  f r o m  G e n e r a l  
S e rv i c e s  A d m i n i s t r a t i o n  s t o re s  d e ­

p o t s .

It is the policy of the Department of 
Defense that for an item which has been 
decentralized for local purchase and 
which is available from the G eneral 
Services Administration stores depots, 
such items w ill be ordered from the 
Depots unless delivery requirements can ­
not be met. The mandatory provisions 
of Department of Defense, G eneral Serv­
ices Administration Interagency Pu r ­
chase Assignments (§ 5.1201-7) are not 
applicable to decentralized items which 
are withih these assignments and which 
are availab le from  the stores depots. 
Such items w ill be ordered in accordance 
with the above stated policy.

§  5 .3 0 1  F e d e r a l  S u p p l y  S e rv i c e  C o n s o l ­

i d a t e d  P u r c h a s e  P r o g r a m .  

* * * * *

(a ) Items identified in § 5.1201-7 as 
being covered by the Department of

“Group 103, Regraining of Offset Dupli­
cating Plates, Part 33,” in paragraph ( b ) ; 
and by completely revising paragraph 
(c) ,  as follows:

§  5 .1 0 2 —3  A p p l i c a b i l i t y  o f  l i s t e d  F e d e r a l  
s u p p l y  sc h e d u l e s .  

* * * * *

(a ) M and atory  nationally .

Defense/General Services Administra ­
tion Interagency Purchase Assignments; 
and

* * * * *

§  5 .3 0 2  DOD—G S A  i n t e r a g e n c y  p u r c h a s e  
as s i g n m e n t s .

Mandatory use of the G eneral Serv­
ices Administration consolidated pur­
chasing program is required for those 
centrally managed items covered by the 
interagency purchase assignments held 
by the G eneral Services Administration 
as listed in § 5.1201-7.

20. Sections 5.1201, 5.1201-1, 5.1201-2, 
5.1201-3, and 5.1201-4 are revised, and 
new §§ 5.1201-5, 5.1201-6 and 5.1201-7 
are added, as follows:

§  5 .1 2 0 1  A s s i g n m e n t  a u t h o r i t y .

The commodity assignments set forth 
below have been made by the Assistant 
Secretary of Defense (Installations and 
Logistics) to the M ilitary Departments, 
the Defense Supply Agency, and the 
G eneral Services Administration.

F S C
T itle  of schedu le Rem arks

G rou p C lass

*25

2520

VEHICU LAR E Q U IPM ENT COMPONENTS

B rake lin in g and clu tch facings (m eta llic).........- M a n d a tory on  field  service o f the D O D  for tire

2530 B rake b and lin ing (n on m eta llic) and brake- chains, clu tch facings and m eta llic b rake

2540

2990 
4330 

♦ * *

shoes, b onded or riveted - lined .
T ir e  chains and tru ck floor mats.
‘ Th is  schedu le also inclu des certain items in  the 

follow in g classes:
E n gin e Preheater_______________ _________________
O il filter elem ents____________________ ___________

lin ings, on ly.

\

* * *

45 INCINERATORS

* * *

4540 

* * *

A ir- fed  em ergency incinerators, models 1 and 2, 
and air- fed incinerator m odel 3.

* * *

N o  exceptions.

♦ * *

c 68 

* * *

6830 

* * *

CHEMICALS AND  GASES

Gases, indu stria l and comm ercia l (except 
h eliu m ).

N o  exceptions.

*  * ♦

( b )  M and a tory  in  W as hington , D .C .,and  contiguous  area.

FS C
T itle  of schedu le Rem arks

G rou p Class

* * *

103 
* * *

♦ * * * * *

Regra in ing of offset du plicating plates, Pa rt I I . .

* * *

[D eleted .]
*  *  ** * *

(c) M and a tory  in  G S A  re g iona l areas o the r tha n  R e g ion  3.

FS C
T itle  of schedu le Rem arks

G rou p Class

68 CHEMICALS, PART IV

M a n d a tory on D O D  activities  in  RegionlO .6810
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12570 RULES AN D REGULATIONS

§  5 .1 2 0 2  C o m m o d i t y  a s s i g n m e n t s  t o  s i n ­

g l e  m a n a g e r s .  [R e v o k e d ]

§  5 .1 2 0 2 -1  D e f e n s e  S u p p l y  A g e n c y .  
[R e v o k e d ]

§  5 .1 2 0 3  P l a n t  C o g n i z a n c e  P r o c u r e m e n t  
A s s i g n m e n t s .

PART 7— CONTRACT CLAUSES

22. A  new paragraph (c) is added to 
§ 7.103-12; §§ 7.104-12, 7.203-3, and
7.302-25 are revised; in § 7.402-24, para ­
graph (a ) and the introductory portion 
of paragraph (b ) are revised; and 
§ 7.504-1 is revised, to read as follows;

§  7 .1 0 3 —1 2  D i s p u t e s .

*  *  *  *  *

(c) In  accordance w ith departmental 
procedures, the foregoing clauses may be 
modified to provide for intermediate ap ­
peal in overseas areas and in Alaska and 
Hawaii. Such modification may pro­
vide that decisions rendered pursuant 
thereto may be final and conclusive upon 
the parties, to the extent permitted by 
law, when the amount involved in the 
appeal is $50,000 or less.

§  7 .1 0 4 r -1 2  M i l i t a r y  se c u r i t y  r e q u i r e ­

m e n t s .

(a ) Except as provided in paragraph 
(b ) of this section, insert the following 
clause in all contracts which are classi­
fied by a D epartment as “Confidential”, 
including “Confidential— Modified Han ­
dling Authorized”, or higher and in any 
other contracts the performance of 
which w ill require access to such classi­
fied information or material. In  those 
cases where the situation so warrants be­
cause of the nature of the item or the 
conditions under which it is to be pro­
duced, the contract shall provide by a 
separate contract provision such addi­
tional security safeguards as may be re ­
quired for the protection of that item. 
W hen the “M ilitary Security Requ ire­
ments” clause is inserted in any contract, 
the contracting officer or his authorized 
representative shall prepare and trans ­
mit to the contractor, material inspector, 
security officer of the cognizant military 
department having cognizance of the 
facility where the prime contract w ill be 
performed, and such other agencies as 
may be determined by the Departments, 
a Security Requirements Check List (D D  
Form 254) in accordance w ith § 16.811 
of this chapter. The Security Requ ire­
ments Check List w ill also be furnished 
by the contracting military department 
to the cognizant security office when a 
classified subcontract is placed under a 
prime contract which contains the 
“M ilitary Security Requirements” clause. 
However, if the procurement is for a 
research contract, consultant service, or 
graphic arts service, in which there is no 
requirement for a breakdown by classi­
fication of the various elements of the 
contract, or subcontract, a letter or other 
written notice of classification for the 
e n tire  contract may be used in lieu of the 
Security Requirements Check List.

M i l i t a r y  S e c u r i t y  R e q u i r e m e n t s  (J u n e  
195 8 )

( a )  T h e  p r o v is io n s  o f  th is  c la u s e  s h a ll  a p ­

p ly  t o  th e  e x te n t  th a t  th is  c o n tr a c t in v o lv e s  

a cces s  t o  in fo r m a t io n  c la s s ifie d  " C o n f id e n ­

t i a l ”  in c lu d in g  " C o n f id e n tia l— M o d ifie d  H a n ­

d l in g  A u th o r iz e d ”  o r  h ig h e r .
( b )  T h e  G o v e r n m e n t s h a ll  n o t i fy  th e  C o n ­

t r a c to r  o f  th e  s e c u r ity  c la s s ific a tio n s  o f  th is  

c o n tr a c t  a n d  th e  e le m e n ts  th e r e o f,  a n d  o f  a n y  

s u b s e q u e n t r e v is io n s  in  s u c h  s e c u r ity  c la s s i ­

f ic a t io n ,  b y  th e  u s e  o f  a  S e c u r ity  R e q u ir e ­

m e n ts  C h e c k  L is t  (D D  F o r m  2 5 4 ),  o r  o th e r  

w r it te n  n o t if ic a t io n .
( c )  T o  th e  e x te n t  th e  G o v e r n m e n t h a s  

in d ic a te d  a s  o f  th e  d a te  o f  th is  c o n tr a c t o r  

th e r e a fte r  in d ic a te s  s e c u r ity  c la s s ific a tio n  

u n d e r  th is  c o n tr a c t  a s  p r o v id e d  in  p a r a g r a p h  

( b )  a b o ve ,  th e  C o n tr a c to r  s h a ll  s a fe g u a r d  a l l  

c la s s ifie d  e le m e n ts  o f  th is  c o n tr a c t  a n d  s h a ll  

p r o v id e  a n d  m a in ta in  a  s y s te m  o f  s e c u r ity  

c o n tr o ls  w ith in  h is  o w n  o r g a n iz a t io n  in  a c ­

c o r d a n c e  w ith  th e  r e q u ir e m e n ts  o f—

( i )  th e  S e c u r ity  A g r e e m e n t (D D  F o r m  

4 4 1 ) ,  in c lu d in g  th e  D e p a r tm e n t o f  D e fe n s e  

In d u s tr ia l  S e c u r ity  M a n u a l fo r  S a fe g u a r d in g  

C la s s ifie d  In fo r m a t io n  a s  in  e ffe c t  o n  th e  d a te  

o f  th in  c o n tr a c t,  a n d  a n y  m o d ific a t io n  to  th e  

S e c u r ity  A g r e e m e n t fo r  th e  p u r p o s e  o f  a d a p t ­

in g  th e  M a n u a l t o  th e  C o n tr a c to r ’s  b u s in es s ; 

a n d
( i i )  a n y  a m e n d m e n ts  to  s a id  M a n u a l m a d e  

a fte r  th e  d a te  o f  th is  c o n tr a c t,  n o t ic e  o f  

w h ic h -  h a s  b e e n  fu r n is h e d  t o  th e  C o n tr a c to r  

b y  th e  S e c u r ity  O ffic e  o f  th e  M il it a r y  D e p a r t ­

m e n t  h a v in g  s e c u r ity  c o g n iz a n c e  o v e r  th e  

fa c i l ity .
( d )  R e p r e s e n ta tiv e s  o f  th e  M il it a r y  D e ­

p a r tm e n t h a v in g  s e c u r ity  c o g n iz a n c e  o v e r  

th e  fa c i l i t y  a n d  r e p r e s e n ta tiv e s  o f  th e  c o n ­

t r a c t in g  M il ita r y  D e p a r tm e n t s h a ll  h a v e  th e  

r ig h t  t o  in s p e c t a t  r e a s o n a b le  in te r v a ls  th e  

p r o c e d u r e s ,  m e th o d s ,  a n d  fa c i l it ie s  u t il iz e d  

b y  th e  C o n tr a c to r  in  c o m p ly in g  w ith  th e  

s e c u r ity  r e q u ir e m e n ts  u n d e r  th is  c o n tr a c t.  

S h o u ld  th e  G o v e r n m e n t,  th r o u g h  th e s e  r e p ­

r e s e n ta tiv e s ,  d e te r m in e  th a t  th e  C o n tr a c to r  

is  n o t  c o m p ly in g  w ith  th e  s e c u r ity  r e q u ir e ­

m e n ts  o f  th is  c o n tr a c t th e  C o n tr a c to r  s h a ll  

b e  in fo r m e d  in  w r it in g  b y  th e  S e c u r ity  O ffice  

o f  th e  c o g n iz a n t  M il it a r y  D e p a r tm e n t o f  th e

■ p r o p e r  a c tio n  to  b e  ta k e n  in  o r d e r  to  e ffe c t  

c o m p lia n c e  w ith  s u c h  r e q u ir e m e n ts .

( e )  I f ,  s u b s e q u e n t to  th e  d a te  o f  th is  c o n ­

tr a c t,  th e  s e c u r ity  c la s s ific a tio n s  o r  s e c u r ity  

r e q u ir e m e n ts  u n d e r  th is  c o n tr a c t  a r e  

c h a n g e d  b y  th e  G o v e r n m e n t a s  p r o v id e d  in  

th is  c la u s e  a n d  th e  s e c u r ity  co s ts  u n d e r  th is  

c o n tr a c t  a r e  th e r e b y  in c r e a s e d  o r  d ec r e a s ed , 

th e  c o n tr a c t p r ic e  s h a ll  b e  s u b je c t to  a m  

e q u ita b le  a d ju s tm e n t b y  r e a s o n  o f  s u c h  in ­

c r e a s e d  o r  d e c r e a s e d  co s ts . A n y  e q u ita b le  a d ­

ju s tm e n t  s h a ll  b e  a c c o m p lis h e d  in  th e  s a m e  

m a n e r  a s  i f  s u c h  c h a n g e s  w e r e  d ir e c te d  u n d e r  

th e  “ C h a n g e s ”  c la u s e  in  th is  c o n tr a c t.

( f )  T h e  C o n tr a c to r  a g r e e s  t o  in s e r t,  in  a l l  

s u b c o n tr a c ts  h e r e u n d e r  w h ic h  in v o lv e  a cces s  

to  c la s s ifie d  in fo r m a tio n ,  p r o v is io n s  w h ic h  

s h a ll  c o n fo r m  s u b s ta n tia l ly  t o  th e  la n g u a g e  

o f  th is  c la u s e ,  in c lu d in g  th is  p a r a g r a p h  ( f )  

b u t  e x c lu d in g  th e  la s t  s e n te n c e  o f  p a r a g r a p h  

( e )  o f  th is  c la u s e .
( g )  T h e  C o n tr a c to r  a ls o  a g r e e s  th a t  h e  

s h a ll  d e te r m in e  th a t  a n y  s u b c o n tr a c to r  p r o ­

p o s e d  b y  h im  fo r  th e  fu r n is h in g  o f  s u p p lie s  

a n d  s e r v ic e s  w h ic h  w i l l  in v o lv e  a cces s  t o  

c la s s ifie d  in fo r m a t io n  in  th e  C o n tr a c to r ’s 

c u s to d y  h a s  b e e n  g r a n te d  a n  a p p r o p r ia te  

fa c i l i t y  s e c u r ity  c le a r a n c e ,  w h ic h  is  s t i l l  in  

e ffe c t,  p r io r  to  b e in g  a c c o r d e d  a cces s  t o  s u c h  

c la s s ifie d  in fo r m a tio n .

(b ) Contracts involving work to be 
performed outside the U nited States, its 
possessions, and Puerto Rico shall in ­
clude, when required by the Armed 
Forces Industrial Security Regu lation 
(see § 1.320 of this chapter), an appro­
priate security requirements clause as 
follows:

(1) The security requirements clause 
set forth  in the AFIS R  for use in each 
country in which work is to be per­
formed; or

(2) The clause set forth  in paragraph 
(a ) of this section, modified as appropri­
ate, in the event the AFIS R does not 
set forth  a required clause or in the 
event that regulation merely prescribes 
the use of an “appropriate” clause.

§  7 .2 0 3 —3  L i m i t a t i o n  o f  c o s t .

L i m i t a t i o n  o p  C o s t  (O c t . 195 3 )

( a )  I t  is  e s tim a te d  th a t  th e  to ta l  c o s t to  

th e  G o v e r n m e n t,  e x c lu s iv e  o f  a n y  fix e d  fe e  

f o r  th e  p e r fo r m a n c e  o f  th is  c o n tr a c t  w il l  n o t 

e x c e e d  th e  e s tim a te d  c o s t s e t fo r t h  in  th e  

S c h e d u le ,  a n d  th e  C o n tr a c to r  a g r e e s  to  u se 

h is  b e s t e ffo r ts  t o  p e r fo r m  th e  w o r k  s p e c ifie d  

in  th e  S c h e d u le ' a n d  a l l  o b l ig a t io n s  u n d er  

th is  c o n tr a c t  w ith in  s u c h  e s tim a te d  C ost. 

I f  a t  a n y  t im e  th e  C o n tr a c to r  h a s  r e a s o n  to  

b e l ie v e  th a t  th e  c o s ts  w h ic h  h e  e x p e c ts  to  

in c u r  in  th e  p e r fo r m a n c e  o f  th is  c o n tr a c t in  

th e  n e x t  s u c c e e d in g  th ir t y  (3 0 )  d a ys ,  w h e n  

a d d e d  t o  a l l  c o s ts  p r e v io u s ly  in c u r r e d ,  w ill  

e x c e e d  e ig h t - f iv e  p e r c e n t (8 5 % )  o f  th e  e s ti ­

m a te d  c o s t th e n  s e t fo r th  in  th e  S c h e d u le ,  o r  

i f  a t  a n y  t im e ,  th e  C o n tr a c to r  h a s  r e a s o n  to  

b e l ie v e  th a t  th e  to t a l  c o s t t o  th e  G o v e r n ­

m e n t,  e x c lu s iv e  o f  a n y  fix e d  fe e ,  fo r  th e  p e r ­

fo r m a n c e  o f  th is  c o n tr a c t  w i l l  b e  s u b s ta n ­

t ia l l y  g r e a te r  o r  le s s  th a n  th e  th e n  e s tim a te d  

c o s t th e r e o f,  th e  C o n tr a c to r  s h a ll  n o t i fy  th e  

C o n tr a c t in g  O ffic e r  in  w r it in g  t o  th a t  e ffect, 

g iv in g  h is  r e v is e d  e s tim a te  o f  s u c h  to ta l  co s t 

f o r  th e  p e r fo r m a n c e  o f  th is  c o n tr a c t.

( b )  T h e  G o v e r n m e n t s h a ll  n o t  b e  o b li ­

g a te d  t o  r e im b u r s e  th e  C o n tr a c to r  fo r  cos ts  

in c u r r e d  in  ex ces s  o f  th e  e s tim a te d  c o s t s et 

fo r t h  in  th e  S c h e d u le ,  a n d  th e  C o n tr a c to r  

s h a ll  n o t  b e  o b l ig a te d  to  c o n tin u e  p e r fo r m ­

a n c e  u n d e r  th e  c o n tr a c t  o r  t o  in c u r  co s ts  in  

e x ces s  o f  th e  e s tim a te d  c o s t s e t fo r th  in  th e  

S c h e d u le ,  u n le s s  a n d  u n t i l  th e  C o n tr a c tin g  

O ffic e r  s h a ll  h a v e  n o t if ie d  th e  C o n tr a c to r  in  

w r it in g  th a t  s u c h  e s tim a te d  c o s t h a s  b een  

in c r e a s e d  a n d  s h a ll  h a v e  s p e c ifie d  in  s u ch  

n o t ic e  a  r e v is e d  e s tim a te d  c o s t w h ic h  s h a ll 

th e r e u p o n  c o n s titu te  th e  e s tim a te d  c o s t o f 

p e r fo r m a n c e  o f  th is  c o n tr a c t.  W h e n  a n d  to  

th e  e x te n t  th a t  th e  e s tim a te d  c o s t s e t fo r th  

in  th e  S c h e d u le  h a s  b e e n  in c r e a s e d , a n y  cos ts  

in c u r r e d  b y  th e  C o n tr a c to r  in  ex ces s  o f  su ch  

e s tim a te d  c o s t p r io r  t o  th e  in c r e a s e  in  e s ti ­

m a te d  c o s t s h a ll  b e  a l lo w a b le  to  th e  s a m e 

e x te n t  a s  i f  s u c h  co s ts  h a d  b e e n  in cu r red  

a fte r  s u c h  in c r e a s e  in  e s tim a te d  co s t.

In  the foregoing clause, the period of 
“thirty (30) days” and the percentage of 
“eighty-five percent (85% )” may be 
varied in accordance with departmental 
procedures to a maximum of “sixty (60) 
days” and a minimum percentage of 
“seventy-five percent ( 75% )”. In  con­
tracts which provide for cost-sharing, 
the clause set forth  in § 7.402-2 (b ) shall 
be used, modified to read “30 days” and 
“85%” in lieu of “60 days” and “75%”.

§  7 . 3 0 2 -2 5  M i l i t a r y  s e c u r i t y  r e q u i r e ­

m e n t s .

(a ) Except as provided in paragraph 
(b ) of this section, insert an appropriate 
security requirements clause in accord­
ance w ith the provisions of § 7.104- 12.

(b ) In  any research and development 
contract w ith an educational institution 
when the contract is awarded on the 
basis of no profit, insert an appropriate 
security requirements clause in accord­
ance with the provisions of § 7.402-24(b).

(c) The contracting officer or his au­
thorized representative shall prepare and 
transmit to the contractor and the Gov­
ernment representative having security 
cognizance over the contract involved a. 
Security Requirements Check List (DD 
Form 254) or other written notification,
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in accordance with § 16.811 of this 
chapter.

§  7 .4 0 2 —2 4  M i l i t a r y  se c u r i t y  r e q u i r e *  
m e n t s .

Ca) Except in contracts without fee 
with educational institutions, insert the 
clause set forth  in § 7.104-12(a ), modi­
fied in accordance with § 7.204-12: P ro ­

v ided, That the reference to “fixed fee” 
may be deleted in any contract not pro­
viding for the payment of a fixed fee: 
P rov id ed  fu rth e r, Tha t the provisions of 
§ 7.104-12 (b ) shall apply w ith respect to 
contracts to be performed outside the 
U nited States, its possessions, and Puerto 
Rico.

(b ) The follow ing clause shall be used 
in all contracts without fee with educa ­
tional institutions, except that with re­
spect to contracts to be performed 
outside the U nited States, its possessions, 
and Puerto Rico, the follow ing clause 
may be used as a guide, unless the 
AFIS R sets forth  a required clause (see 
§ 1.320 of this chapter and § 7.104-12 
(b ) ).

*  *  *  *  *

§  7 .5 0 4 —1 M i l i t a r y  se c u r i t y  r e q u i r e ­
m e n t s .

Insert the clause set forth  below in all 
contracts involving security information 
which are classified by a M ilitary D e­
partment “Confidential”, i n c l u d i n g  
“Confidential— Modified Handling Au ­
thorized”, or higher and in any other 
contract, the performance of which w ill 
require access to classified matter, ex­
cept that w ith respect to contracts to 
be performed outside the U nited States, 
its possessions, and Puerto Rico, the 
following clause may be used as a guide, 
unless the AFIS R sets forth  a required 
clause (see § 1.320 of this chapter and 
§ 7.104-120))).

M i l i t a r y  S e c u r i t y  R e q u i r e m e n t s  ( A u g u s t  
196 3 )

( a )  T h e  p r o v is io n s  o f  th e  fo l lo w in g  p a r a ­

g r a p h s  o f  th is  c la u s e  s h a U  a p p ly  o n ly  i f  a n d  

to  th e  e x te n t  th a t  th is  c o n tr a c t  in v o lv e s  

a cces s  to  s e c u r ity  in fo r m a t io n  C la s s ified  

“ C o n fid e n tia l” , in c lu d in g  “ C o n fid e n tia l—  

M o d ifie d  H a n d l in g  A u th o r iz e d ” , o r  h ig h e r .

( b )  T h e  C o n tr a c to r  ( i )  s h a ll  b e  r e s p o n s ib le

fo r  s a fe g u a r d in g  a l l  c la s s ifie d  s e c u r ity  in ­

fo r m a tio n  in  a c c o r d a n c e  w ith  in s tr u c tio n s  

fu r n is h e d  b y  th e  C o n tr a c t in g  O ffic e r , a n d  

s h a ll n o t  s u p p ly ,  d is c lo s e  o r  o th e r w is e  p e r m it  

a cces s  to  c la s s ifie d  s e c u r ity  in fo r m a t io n  t o  

a n y u n a u th o r iz e d  p e r s o n , ( i i )  s h a U  n o t  m a k e  

o r  p e r m it  t o  b e  m a d e  a n y  r e p r o d u c tio n s  o f  

m a tte r  c la s s ifie d  “ T o p  S e c r e t”  e x c e p t w ith  

th e  p r io r  w r it te n  a u th o r iz a tio n  o f  th e  C o n ­

tr a c tin g  O ffic e r , ( i i i )  s h a ll  n o t  m a k e  o r  p e r ­

m it  to  b e  m a d e  a n y  r e p r o d u c tio n s  o f  s e c u r ity  

in fo r m a tio n ' c la s s ifie d  " S e c r e t”  o r  “ C o n fi ­

d e n tia l” , in c lu d in g  “ C o n fid e n tia l— M o d ifie d  

H a n d lin g  A u th o r iz e d ” , e x c e p t a s  m a y  b e  e s ­

s e n tia l t o  p e r fo r m a n c e  o f  th e  c o n tr a c t,  ( i v )  

s h a ll s u b m it t o  th e  C o n tr a c t in g  O fficer , a t  

s u ch  tim e s  a s  th e  C o n tr a c t in g  O ffic e r  m a y  

d ir ec t, a n  a c c o u n tin g  o f  a l l  r e p r o d u c tio n s  o f  

s e c u r ity  in fo r m a t io n  c la s s ifie d  “ C o n fid e n ­

t ia l” , in c lu d in g  “ C o n fid e n tia l— M o d ifie d
H a n d lin g  A u th o r iz e d ”  o r  h ig h e r ,  a n d  ( v )  

s h a ll n o t  in c o r p o r a te  in  a n y  o th e r  p r o je c t  a n y  

b la tte r  w h ic h  w il l  d is c lo s e  c la s s ifie d  s e c u r ity  

n fo r m a tio n  e x c e p t w ith  th e  p r io r  w r it te n  

a u th o r iz a tio n  o f  th e  C o n tr a c t in g  O fficer .

- E x c e p t w ith  th e  p r io r  w r it te n  c o n s e n t 
or th e  S e c r e ta r y  o r  h is  d u ly  a u th o r iz e d  r e p ­

r e s e n ta tive ,  th e  C o n tr a c to r  ( i )  s h a ll  n o t  p e r ­

m it a n y  a l ie n  to  h a v e  a cces s  to  c la s s ifie d  s e c u ­

r i t y  in fo r m a tio n ,  a n d  ( i i )  s h a l l  n o t  p e r m it  

a n y  in d iv id u a l  t o  h a v e  a cces s  t o  s e c u r ity  in ­

f o r m a t io n  c la s s ifie d  “ T o p  S e c r e t”  o r  " S e c r e t” . 

A cce s s  t o  s e c u r ity  in fo r m a t io n  c la s s ifie d  

“ C o n fid e n tia l” , in c lu d in g  “ C o n fid e n tia l—  

M o d ifie d  H a n d l in g  A u th o r iz e d ” , w i l l  b e  

g r a n te d  o n ly  in  a c c o r d a n c e  w ith  g o v e r n in g  

r e g u la tio n s  o f  th e  D e p a r tm e n t o f  D e fe n s e .

( d )  T h e  C o n tr a c to r  a g r e e s  to  s u b m it im ­

m e d ia te ly  t o  th e  C o n tr a c t in g  O ffic e r  a  c o m ­

p le te  c o n fid e n tia l  r e p o r t  o f  a n y  in fo r m a t io n  

w h ic h  th e  C o n tr a c to r  m a y  h a v e  c o n c e r n in g  

e x is t in g  o r  th r e a te n e d  e s p io n a g e ,  s a b o ta g e ,  o r  

s u b ve r s iv e  a c t iv ity .

( e )  T h e  G o v e r n m e n t a g r e e s  th a t  w h e n  

n e c e s s a r y  i t  s h a ll  in d ic a te  b y  s e c u r ity  c la s ­

s if ic a t io n  “ C o n fid e n tia l” , in c lu d in g  “ C o n ­

f id e n t ia l— M o d ifie d  H a n d l in g  A u th o r iz e d ”  o r  

h ig h e r ,  th e  d e g r e e  o f  im p o r ta n c e  to  th e  n a ­

t io n a l  d e fe n s e  o f  in fo r m a t io n  t o  b e  fu r n is h e d  

b y  th e  C o n tr a c to r  t o  th e  G o v e r n m e n t o r  b y  

th e  G o v e r n m e n t to  th e  C o n tr a c to r ,  a n d  th e  

G o v e r n m e n t s h a ll  g iv e  w r it te n  n o t ic e  o f  s u ch  

s e c u r ity  c la s s ific a tio n  t o  th e  C o n tr a c to r  a n d  

o f-  a n y  s u b s e q u e n t c h a n g e s  th e r e o f.  T h e  

C o n tr a c to r  is  a u th o r iz e d  to  r e ly  o n  a n y  l e t ­

t e r  o r  o th e r  w r it te n  in s tr u m e n t s ig n e d  b y  th e  

C o n tr a c t in g  O ffic e r  c h a n g in g  th e  s e c u r ity  
c la s s ific a tio n  o f  m a tte r .

( f )  A n y  d is a g r e e m e n t c o n c e r n in g  a  q u e s ­

t io n  o f  fa c t  a r is in g  u n d e r  th is  c la u s e  s h a ll  

b e  c o n s id e r e d  a  d is p u te  w ith in  th e  m e a n in g  

o f  th e  c la u s e  o f  th is  c o n tr a c t  e n t it le d  
“ D is p u te s .”

PART 9— PATENTS,  DATA,  AND 

COPYRIGHTS

23. Section 9.107-5 is revised to read as 
follows:

§  9 .1 0 7 —5  C o n t ra c t s  r e l a t i n g  t o  c i v i l  d e ­
f e n s e .

In  all contracts for experimental, de­
velopmental, or research work relating 
primarily to supplies or services intended 
for the general public for civil defense 
purposes, in lieu of paragraph (b ) ( 1) of 
the Patent Rights clause prescribed in 
§9.107-2(b ), the paragraph set forth  
below—

(a ) Shall be inserted in all such con­
tracts entered into on behalf of and 
funded in whole by the Office of C ivil 
Defense, unless such Office agrees to its 
exclusion; and

(b ) M ay be inserted in all such con­
tracts other than those in paragraph (a ) 
of this section.

( b )  ( 1)  T h e  C o n tr a c to r  a g r e e s  t o  a n d  d o es  

h e r e b y  g r a n t  t o  th e  G o v e r n m e n t a n  ir r e v o ­

c a b le ,  n o n e x c lu s iv e ,  a n d  r o y a lty - f r e e  lic e n s e  

to  p r a c tic e ,  a n d  c a u s e  to  b e  p r a c tic e d  b y  o r  

f o r  th e  U n ite d  S ta te s  G o v e r n m e n t,  th r o u g h ­

o u t  th e  w o r ld ,  e a c h  S u b je c t In v e n t io n  in  th e  

m a n u fa c tu r e ,  u s e , a n d  d is p o s it io n  a c c o r d in g  

to  la w ,  o f  a n y  a r t ic le  o r  m a te r ia l ,  a n d  in  th e  

u s e  o f  a n y  m e th o d .  S u c h  lic e n s e :

( i )  s h a ll  b e  n o n tr a n s fe r a b le ,  e x c e p t th a t  
th e  G o v e r n m e n t s h a ll  h a v e —

( A )  th e  r ig h t  t o  g r a n t  s u b lic e n s e s  to  a n y  

fo r e ig n  g o v e r n m e n t o r  in te r n a t io n a l  o r g a n i ­

z a tio n  s p e c ific a l ly  fo r  u s e  in  p r o g r a m s  e s ta b ­

l is h e d  b y  In te r n a t io n a l  A g r e e m e n ts  fo r  r e ­

s e a r ch , d e v e lo p m e n t,  o r  p r o d u c tio n  o f  

w e a p o n s  o r  e q u ip m e n t fo r  m u tu a l  d e fe n s e :  
a n d

( B )  th e  r ig h t  to  g r a n t  s u b lic e n s e s  t o  o th ­

e r s  t o  p r a c tic e  e a c h  S u b je c t In v e n t io n  in  

th e  m a n u fa c tu r e ,  u s e , a n d  s a le  o f  a n y  a r tic le  

o r  in  th e  u s e  o f  a n y  m e th o d  fo r  th e  p u r p o s e  

o f  p r o v id in g  s u p p lie s  o r  s e r v ic e s  t o  th e  g e n ­

e r a l  p u b lic  in  th e  fu r th e r a n c e  o f  th e  n a t io n ’s 

c iv i l  d e fe n s e ;  a n d

( i i )  s h a ll  in c lu d e  th e  p r a c tic e  o f  a n y  S u b ­

j e c t  In v e n t io n  in  th e  m a n u fa c tu r e ,  u s e , a n d  

d is p o s it io n  o f  a n y  a r t ic le  o r  m a te r ia l ,  in  th e

u s e  o f  a n y  m e th o d ,  o r  in  th e  p e r fo r m a n c e  

o f  a n y  s e r v ic e  a c q u ir e d  b y  o r  fo r  th e  G o v e r n ­

m e n t  o r  w ith  fu n d s  d e r iv e d  th r o u g h  th e  M i l i ­

t a r y  A s s is ta n c e  P r o g r a m  o f  th e  G o v e r n m e n t 

o r  o th e r w is e  th r o u g h  th e  G o v e r n m e n t.  
(A u g .  196 3 )

PART 10— BONDS AND INSURANCE

24. A  new paragraph (d ) is added to 
§ 10.103-2; and a new paragraph (d ) is 
added to § 10.104-2; and § 1(L201 is re ­
vised, as follows:

§  1 0 .1 0 3 —2  P e r f o r m a n c e  b o n d s  i n  c o n ­

n e c t i o n  w i t h  c o n s t r u c t i o n  C o n t ra c t s . 

*  *  *  *  *

(d ) Sub contracts . I f  a contracting 
officer requires a contractor to obtain 
performance bonds from his subcon­
tractors, such performance bonds shall 
not be executed on Standard Form 25 
or Standard Form 27. The suggested 
form at set forth  in § 16.805(j) of this 
chapter is authorized and may be adapt­
ed to fit specific cases.

§  1 0 .1 0 4 —2  P a y m e n t  b o n d s  i n  c o n n e c ­

t i o n  w i t h  c o n s t r u c t i o n  c o n t ra c t s .  

* * * * *

(d ) Sub contracts . I f  a contracting 
officer requires a contractor to obtain 
payment bonds from  his subcontractors, 
such payment bonds shall not be exe­
cuted on Standard Form 25A or Stand ­
ard Form 27A. The suggested form at 
set forth  "in § 16.805 (k ) of this chapter 
is authorized and may be adapted to fit 
specific cases.

§  1 0 .2 0 1  G e n e r a l  r e q u i r e m e n t s  o f  s u r e ­
t i e s.

Every bond required or used in connec­
tion w ith a contract for supplies, serv­
ices, or construction shall be supported 
by good and sufficient surety (corporate 
or individual) except as provided in 
§ 10.202. In  connection w ith contracts 
for supplies, services, or construction to 
be delivered or performed in the U nited 
States, its possessions (other than the 
Canal Zone), or Puerto Rico:

(a ) Invitations for bids or requests for 
proposals shall not require that only 
corporate sureties may be furnished or 
that a particu lar corporate surety be 
furnished, except as may be otherwise 
specifically provided (e.g., position sched­
ule bonds may be obtained only from 
corporate su reties ); and

(b ) Any corporate surety offered for a 
bond furnished the Government, or fu r ­
nished pursuant to a G overnment con ­
tractual requirement, where the con ­
tracting officer has authority to approve 
the sufficiency of the surety, must ap ­
pear on the Treasury D epartment List 
(TD  Circu lar 570) and the amount of 
the bond must not be in excess of the 
underwriting limits stated in that list.

In  connection w ith contracts to be per­
formed in the Canal Zone, corporate 
Panamanian surety companies which 
are acceptable on bonds required by the 
Panama Canal Company may be ac­
cepted in addition to the corporate sure­
ties appearing on the Treasury List. 
The acceptability of Panamanian sure­
ties shall be subject to the conditions 
and restrictions (including any require­
ment for security deposits) similar to
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those imposed by the Panama Canal 
Company, and to a determination by the 
contracting officer that the amount of 
the bond is commensurate w ith the un­
derwriting capacity of the surety. For 
contracts to be performed in a foreign 
country, sureties not appearing on 
Treasury D epartment Circular 570 are 
acceptable if it is determined by the 
contracting officer that it is impracti­
cable for the contractor to use Treasury 
listed sureties.

PART  12— LABOR

25. Section 12.301 is revised; a new 
paragraph ( f)  is added to § 12.302; and 
in § 12.403-2, revoke subparagraph (1) 
and revise subparagraph (3) as follows:

§  1 2 .3 0 1  S t a t u t o ry  r e q u i r e m e n t .

In  accordance w ith the requirement 
of the W ork Hours Act of 1962, 76 Stat. 
357-360, certain contracts entered into 
by any department shall contain a 
clause to the effect that no laborer or 
mechanic doing any part of the work 
contemplated by the contract shall be 
required or permitted to work more than 
eight hours in any one calendar day or 
40 hours in any work week unless such 
laborer or mechanic is compensated for 
all hours worked in excess of eight hours 
in any one calendar day or 40 hours in 
any work week at not less than one and 
one-ha lf times the basic rate of pay.

§  1 2 .3 0 2  A p p l i c a b i l i t y .

*  *  *  *  *

( f ) Contracts of $2,500 or less (but see 
§ 12.403-1 as to construction contracts 
over $2,000).

§  1 2 .4 0 3 —2  C o n t ra c t s  f o r  $ 2 ,0 0 0  o r  l e ss. 

*  *  *  *  . *

(1) E ig h t- h o u r law s— ov e rtim e  com ­

pens ation. [Revoked]
* * * * *

(3) Sub con tra ctors — Te rm in a tion .

S u b c o n t r a c t o r s — T e r m i n a t i o n  (A u g . 1963)

T h e  C o n tr a c to r  a g r e e s  to  in s e r t  th e  c la u s e  

h e r e o f e n t it le d  “ N o n r e b a te  o f  W a g e s ”  in  a l l  

s u b c o n tr a c ts  u n d e r  th is  c o n tr a c t.  T h e  te r m  

“ C o n tr a c to r ”  a s  u s ed  in  s u c h  c la u s e  in  a n y  

s u b c o n tr a c t s h a ll b e  d e e m e d  to  r e fe r  t o  th e  

s u b c o n tr a c to r .  B r e a c h  o f  th e  r e q u ir e m e n ts  

o f  th is  c la u s e  m a y  b e  g r o u n d s  fo r  te r m in a ­

t io n  o f  th is  c o n tr a c t.

26. Sections 12.404-2 (c) ,  12.801, 12.802 
and 12.803 are revised to read as follows:

§  1 2 .4 0 4 —2  W a g e  d e t e r m in a t i o n s .

* * * * *

(c) M od ifica tions . (1) Modifications 
by the Secretary of Labor of an original 
wage determination shall be made part 
of the proposed contract if received prior 
to the award of the contract: Prov id ed , 
That, in a formally advertised procure­
ment, any modification received by the 
department concerned less than five 
calendar days before the opening of bids 
may be disregarded if award is made 
Within 30 calendar days a fter the open­
ing of bids or within 90 calendar days 
from  the date of the original wage de­
termination, whichever is the earlier. 
Therefore, all copies of modifications 
and determinations shall be time-date

stamped to show when they were first 
received by the department.

(2) Pursuant to subparagraph (1) of 
this paragraph, if a new determination 
or a modification is received by the D e­
partment five or more days before bid 
opening, the contracting officer shall:

(i)  I f  the modification or new deter­
mination is received by the contracting 
officer before the bid opening, notify 
bidders of the new rates by an amend­
ment to the invitation for bids and ex ­
tend the date of opening if necessary ; or

(ii) I f  the modification or new deter­
mination is received by the contracting 
officer a fter bid opening, use the follow ­
ing procedure :

(a ) I f  there are no changes to ap ­
plicable wage rates or if there are in ­
creases which the low responsible, re ­
sponsive bidder w ill accept without 
change in his bid price, award shall be 
made to such low bidder.: P rov id ed , That 
written acceptance of the new rates is 
obtained from such low bidder and is a t­
tached to the bid and that the new rates 
are made a part of the contract.

(b ) I f  any applicable foage rate is de­
creased or if there is any increase which 
the low responsible, responsive bidder 
w ill not accept without change in his 
bid price, award w ill not be made until 
the procurement has been readvertised 
Using a correct, current determination.

* * * * *

§  1 2 .8 0 1  P o l i c y .

Executive Order No. 10925, dated 
6 March 1961, as amended by Executive 
Order No. 11114, dated 22 June 1963, 
states that discrimination because of 
race, creed, color or national origin is 
contrary to the Constitutional principles 
and policies of the U nited States, and 
that it is the plain and positive ob liga ­
tion of the U.S. Government to promote 
and insure equal opportunity for all 
qualified persons, without regard to race, 
creed, color or national origin, employed 
by, or seeking employment with, G ov­
ernment contractors. To carry out this 
policy, the President’s Committee on 
Equal Employment Opportunity was 
created by the Executive Order to pro­
vide regulations, guide lines and instruc­
tions to G overnment agencies. The 
head of each contracting agency was 
made primarily responsible for obtain ­
ing compliance by any contractor or 
subcontractor w ith the provisions of the 
Executive Order and the rules, regu la ­
tions, and orders of the President’s Com­
mittee. Although in itia l emphasis for 
obtaining compliance should be placed 
upon methods of conference, concilia ­
tion, mediation and persuasion, if such 
measures do not succeed in obtaining the 
necessary degree of progress, considera ­
tion w ill be given to invoking the appro­
priate sanctions as set forth  in § 12.806-8.

§  1 2 .8 0 2  B as i c  r e q u i re m e n t .

(a ) Except as set forth  in paragraph
(d ) of this section and in § 12.803, each 
department shall include in each of its 
contracts the following clause:

N o n d i s c r im in a t io n  i n  E m p l o y m e n t  (J u n e  
1 9 6 3 )

D u r in g  th e  p e r fo r m a n c e  o f  th is  c o n tr a c t,  

th e  C o n tr a c to r  a g r e e s  a s  fo l l o w :

( 1 )  T h e  C o n tr a c to r  w i l l  n o t  d is c r im in a te  

a g a in s t a n y  e m p lo y e e  o r  a p p lic a n t fo r  e m ­

p lo y m e n t b ec a u s e  o f  r a c e ,  c r e ed ,  c o lo r ,  o r  n a ­

t io n a l  o r ig in .  T h e  C o n tr a c to r  w il l  ta k e 

a ffir m a tiv e  a c tio n  to  e n s u r e  th a t  a p p lic a n ts  

a r e  e m p lo y e d ,  a n d  t h a t  e m p lo y e e s  a r e  tr e a te d  

d u r in g  e m p lo y m e n t,  w ith o u t  r e g a r d  to  th e ir  

r a c e ,  c r e ed ,  c o lo r ,  o r "  n a t io n a l  o r ig in .  S u ch  

a c tio n  s h a ll  in c lu d e ,  b u t  n o t  b e  lim ite d ,  to  

th e  fo l lo w in g :  e m p lo y m e n t,  u p g r a d in g ,  d e ­

m o tio n ,  o r  tr a n s fe r ;  r e c r u itm e n t o r  r e c r u it ­

m e n t  a d v e r tis in g ;  la y o ff  o r  te r m in a t io n ;  r a tes  

o f  p a y - o r  o th e r  fo r m s  o f  c o m p e n s a tio n ;  a n d  

s e le c tio n  fo r  tr a in in g ,  in c lu d in g  a p p r e n tic e ­

s h ip .  T h e  C o n tr a c to r  a g r e e s  t o  p o s t in  c o n ­

s p ic u o u s  p la c e s ,  a v a ila b le  to  e m p lo y e e s  a n d  

a p p lic a n ts  fo r  e m p lo y m e n t,  n o tic e s  to  b e 

p r o v id e d  b y  th e  C o n tr a c t in g  O ffic e r  s e t ­

t in g  fo r th  th e  p r o v is io n s  o f  th is  n o n d is ­

c r im in a t io n  c la u s e .

( 2 )  T h e  C o n tr a c to r  w il l ,  in  a l l  s o lic ita tio n s  

o r  a d v e r tis e m e n ts  fo r  e m p lo y e e s  p la c e d  b y 

o r  o n  b e h a l f  o f  th e  C o n tr a c to r ,  s ta te  th a t  a ll 

q u a lif ie d  a p p lic a n ts  w i l l  r e c e iv e  c o n s id e r a tio n  

fo r  e m p lo y m e n t w ith o u t  r e g a r d  to  r a c e ,  creed , 

c o lo r ,  o r  n a t io n a l  o r ig in .

( 3 )  T h e  C o n tr a c to r  w i l l  s e n d  to  e a c h  la b o r  

u n io n  o r  r e p r e s e n ta tiv e  o f  w o r k e r s  w ith  

w h ic h  h e  h a s  a  c o l le c t iv e  b a r g a in in g  a g r e e ­

m e n t  o r  o th e r  c o n tr a c t  o r  u n d e r s ta n d in g ,  a  

n o tic e ,  to  b e  p r o v id e d  b y  th e  A g e n c y  C o n ­

t r a c t in g  O ffic e r , a d v is in g  th e  s a id  la b o r  u n io n  

o r  w o r k e r s ’ r e p r e s e n ta tiv e  o f  th e  C o n tr a c to r ’s 

c o m m itm e n ts  u n d e r  th is  s e c tio n ,  a n d  s h a ll 

p o s t c o p ie s  o f  th e  n o t ic e  in  co n s p icu ou s  

p la c e s  a v a ila b le  to  e m p lo y e e s  a n d  a p p lic a n ts  

fo r  e m p lo y m e n t.

( 4 )  T h e  C o n tr a c to r  w i l l  c o m p ly  w ith  a ll 

p r o v is io n s  o f  E x e c u tiv e  O r d e r  N o .  10925 o f 

M a r c h  6, 1961, a s  a m e n d e d ,  a n d  o f  th e  ru les , 

r e g u la tio n s ,  a n d  r e le v a n t  o r d e r s  o f  th e  P r e s i ­

d e n t ’s  C o m m itte e  o n  E q u a l E m p lo y m e n t O p ­

p o r tu n ity  c r e a te d  th e r e b y .
( 5 )  T h e  C o n tr a c to r  w i l l  fu r n is h  a l l  in ­

fo r m a t io n  a n d  r e p o r ts  r e q u ir e d  b y  E x ecu tive  

O r d e r  N o .  10925 o f  M a r c h  6, 1961, a s  a m en d ed , 

a n d  b y  th e  r u le s ,  r e g u la tio n s ,  a n d  o rd e r s  o f 

th e  s a id  C o m m itte e ,  o r  p u r s u a n t th e r e to ,  

a n d  w i l l  p e r m it  a cces s  t o  h is  b o o k s ,  record s , 

a n d  a c c o u n ts  b y  th e  c o n tr a c tin g  a g e n c y  a n d  

th e  C o m m itte e  fo r  p u r p o s e s  o f  in ve s tig a tio n  

to  a s c e r ta in  c o m p lia n c e  w ith  s u c h  ru le s , r e g ­

u la tio n s ,  a n d  o rd e r s .
( 6 )  I n  th e  e v e n t  o f  th e  C o n tr a c to r ’s  n on -  

c o m p lia n c e  w ith  th e  n o n d is c r im in a tio n  

c la u s e  o f  th is  c o n tr a c t o r  w ith  a n y  o f  th e  sa id  

r u le s ,  r e g u la tio n s ,  o r  o r d e r s ,  th is  co n tr a c t 

m a y  b e  c a n c e lle d ,  te r m in a te d ,  o r  s u s p en d ed  

in  w h o le  o r  in  p a r t  a n d  th e  C o n tr a c to r  m a y 

b e  d e c la r e d  in e l ig ib le  fo r  fu r th e r  G o ve r n ­

m e n t  c o n tr a c ts  in  a c c o r d a n c e  w ith  p roce ­

d u r e s  a u th o r iz e d  in  E x e c u tiv e  O r d e r  N o . 10925 

o f  M a r c h  6, 1961, a s  a m e n d e d ,  a n d  s u ch  o th er  

s a n c tio n s ,  m a y  b e  im p o s e d  a n d  r e m e d ie s  in ­

v o k e d  a s  p r o v id e d  in  th e  s a id  E x ecu tive  

O r d e r  o r  b y  r u le ,  r e g u la tio n ,  o r  o r d e r  o f  th e  

P r e s id e n t ’s  C o m m itte e  o n  E q u a l E m p lo y ­

m e n t  O p p o r tu n ity ,  o r  a s  o th e r w is e  p r ovid ed  

b y  la w .
( 7 )  T h e  C o n tr a c to r  w il l  in c lu d e  th e  p ro ­

v is io n s  o f  p a r a g r a p h s  ( 1 )  th r o u g h  ( 7 )  in  

e v e r y  s u b c o n tr a c t o r  p u r c h a s e  o r d e r  u n les s  

e x e m p te d  b y  r u le s ,  r e g u la tio n s ,  o r  o rd e r s  o f 

th e  P r e s id e n t ’s  C o m m itte e  o n  E q u a l E m ­

p lo y m e n t O p p o r tu n ity  is s u ed  p u r s u a n t to  

s e c tio n  303 o f  E x e c u tiv e  O r d e r  N o . 10925 o f 

M a r c h  6 , 1961, a s  a m e n d e d ,  s o  th a t  su ch  

p r o v is io n s  w il l  b e  b in d in g  u p o n  e a c h  s u b con ­

tr a c to r  o r  v e n d o r .1 T h e  c o n tr a c to r  w il l  ta ke

! I n  a c c o r d a n c e  w ith  r e g u la tio n s  o f  th e 

P r e s id e n t ’s C o m m itte e  o n  E q u a l E m p lo y ­
m e n t  O p p o r tu n ity ,  S u b c o n tr a c to r s  b e lo w  th e 

fir s t  t ie r  s h a ll  n o t  b e  r e q u ir e d  to  in s e r t th e 

N o n d is c r im in a t io n  in  E m p lo y m e n t clause in  

th e ir  s u b c o n tr a c ts ,  e x c e p t th a t  u n d e r  con ­

tr a c ts  c a l l in g  fo r  c o n s tr u c tio n ,  r e h a b ilita ­

t io n ,  a lte r a t io n ,  c o n v e r s io n ,  e x te n s io n , or 

r e p a ir  o f  b u ild in g s ,  h ig h w a y s ,  o r  o th e r  i® ‘  

p r o v e m e n ts  t o  r e a l  p r o p e r ty ,  e a c h  Subcon ­
tr a c to r  b e lo w  th e  fir s t  t ie r  s h a ll  in c lu d e  t
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s u c h  a c tio n  w ith  r e s p e c t to  a n y  s u b c o n tr a c t 

o r  p u r c h a s e  o r d e r  a s  th e  c o n tr a c tin g  a g e n c y  

m a y  d ir e c t  a s  a  m e a n s  o f  e n fo r c in g  s u ch  

p r o v is io n s ,  in c lu d in g  s a n c tio n s  fo r  n o n c o m ­

p l ia n c e :  Provided, however , T h a t  in  th e  

e v e n t  th e  C o n tr a c to r  b e c o m e s  in v o lv e d  in ,  

o r  is  th r e a te n e d  w ith ,  l i t ig a t io n  w ith  a  s u b ­

c o n tr a c to r  o r  v e n d o r  a s  a  r e s u lt  o f  s u ch  d i ­

r e c t io n  b y  th e  c o n tr a c tin g  a g e n c y , th e  C o n ­

tr a c to r  m a y  r e q u e s t th e  U n ite d  S ta te s  to  

e n te r  in to  s u ch  l i t ig a t io n  to  p r o te c t  th e  in ­

te r e s ts  o f  th e  U n ite d  S ta te s .

(b ) Supplemental agreements that 
increase the scope of the contract work 
shall include the clause set forth  above, 
unless exempt in accordance with 
§ 12.803 or unless the clause is contained 
in the existing contract. Change orders, 
price redeterminations, and unilateral 
contract modifications are not included 
in this requirement.

(c) Prime contractors and subcon­
tractors may make necessary modifica ­
tions in language in the clause as shall 
be appropriate to identify properly the 
parties and their undertakings. Sub ­
contractors may incorporate by refer ­
ence the above contract clause.

(d ) A ll indefinite quantity contracts, 
requirements contracts, and basic order­
ing agreements, which are to extend for 
more than one year or continue in ­
definitely, unless exempt under § 12.803, 
shall contain the clause set forth  in 
paragraph (a ) of this section, prefaced 
by the following sentence :

T h e  fo l lo w in g  c la u s e  s h a ll  b e  a p p lic a b le  

u p o n  w r it te n  n o tic e  b y  th e  c o n tr a c tin g  o fficer .

§  1 2 .8 0 3  A p p l i c ab i l i t y  an d  e x e m p t i o n s.

(a ) The clause set forth  in § 12.802 
shall not be included in the follow ing:

(1) contracts or subcontracts not in ­
volving the employment of persons;

(2) contracts, or subcontracts for 
$10,000 or less, except Government bills 
of lading which are required to contain 
the clause or a reference to the Execu ­
tive Order, regardless of their amount: 
P rov id ed , how ever, That with respect to 
Government bills of lading carriers are 
exempt from  complying with paragraphs
(3) through (7) of the clause unless 
otherwise specifically ordered by the D e­
partment or the Executive Vice Chair­
man of the President’s Committee;

(3) Contracts or subcontracts for. 
standard commercial supplies or raw 
materials not in excess of $100,000;

(4) Contracts or subcontracts to be 
Performed outside the U nited States 
where no recruitment of workers within 
the U nited States is involved (where a 
contract involves performance of work 
or recruitment of workers both within 
and outside the United States, the Non ­
discrimination in Employment clause 
will be included in the contract but will 
be applicable only to work and recru it­
ment within the U nited States) ; United 
States as used herein includes the Com­
monwealth of Puerto Rico, the Panama 
Canal Zone and the possessions of the 
United States.

(5) Contracts for the sale of G overn ­
ment property, where supplies are not

cla u s e  in  e v e r y  s u b c o n tr a c t w h ic h  c a lls  fo r  

s u ch  w o r k  to  b e  p e r fo r m e d  a t  th e  s ite  o f  

c o n s tr u c tio n ,  o r  e x c e p t u p o n  S p e c ia l O r d e r  

o f  th e  S e c r e ta r y  o f  th e  D e p a r tm e n t o r  th e  

E x e c u tiv e  V ic e  C h a ir m a n  o f  th e  P r e s id e n t ’s 
C o m m itte e .
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fu rnished nor services rendered to the 
Government; or

(6) Each requirements or indefinite 
quantity contract and subcontract there­
under, and each basic ordering agree­
ment, under the follow ing circum­
stances:

(i) W hen it is not to extend for more 
than one year and the contracting officer 
(or in the case of subcontractors, the 
prime contractor or subcontractor issu ­
ing the subcontract) determines that 
the amounts to be ordered are reason­
ably not expected to exceed $100,000 in 
the case of standard commercial sup­
plies and raw materials, or $10,000_in 
all other cases; or
'  (ii) W hen it is to extend for more 
than one year or continue indefinitely 
and the contracting officer (or in the 
case of subcontractors, the prime con ­
tractor or subcontractor issuing the sub­
contract) knows in advance that the 
amounts to be ordered in any year w ill 
not exceed the dollar limitations set 
forth  in subdivision (i) of this subpara­
graph.

A determination to exclude the contract 
clause pursuant to  subdivisions (i) and 
(ii) of this subparagraph above shall be 
effective through the life of the contract 
or agreement even though the amounts 
actually ordered exceed the above dollar 
limitations, unless the scope of the con­
tract or agreement Is increased, in which 
case an appropriate determination for 
the modified contract or agreement, if 
not otherwise exempt, shall be made in 
accordance with these provisions.

(7) Contracts or subcontracts exempt 
under § 12.804.

(b ) W hen the contract clause is in ­
cluded in an indefinite quantity or re ­
quirements contract or subcontract or 
a basic ordering agreement which is not 
to extend for more than one year, the 
clause shall apply even though the 
amounts actually ordered do not exceed 
the appropriate dollar limitations.

(c) W hen the contract clause is in ­
cluded in an indefinite quantity or re-

. quirements contract or subcontract or a 
basic ordering agreement which is to 
extend for more than one year or con ­
tinue indefinitely, the applicability of 
the clause shall be determined by the 
contracting officer at the time of award 
for the first year, based upon the 
amounts that are reasonably expected 
to be ordered during such year. In  the 
event the clause has not previously been 
determined applicable, the contracting 
officer, at the conclusion of each year’s 
performance, shall determine whether 
the clause applies, based upon the 
amounts that are reasonably expected 
to be ordered during the succeeding year. 
Once the clause is determined to be ap ­
plicable, the contract or subcontract 
shall continue for its duration to be 
subject to such provisions, regardless of 
the amounts ordered, or reasonably ex ­
pected to be ordered, in any succeeding 
year. I f  the clause is determined to be 
applicable, the contracting officer shall 
give written notice of such determination 
to the contractor. In  the case of sub­
contracts, the appropriate determination 
and notification shall be made by the

prime contractor or subcontractor issu ­
ing the subcontract.

27. The introductory sentence in § 12.- 
805 is revised; and §§ 12.806-4(a) and 
12.806-7(c) are revised, as follows:

§  1 2 .8 0 5  I n t e r p r e t a t i o n s .

In  the application and enforcement of 
the provisions of Executive Order 10925, 
as amended, and of the rules and regu ­
lations of the President’s Committee, 
the follow ing interpretations are appli­
cable :

♦ * ' ♦ * *

§  1 2 .8 0 6 —4  C o m p l i a n c e  r e p o r t s .

(a ) The contracting officer shall re ­
quire each contractor having a contract 
subject to the provisions of section 301 
of Executive Order 10925, as amended, 
to file, and each contractor shall cause 
each of his first- tier subcontractors not 
exempted under the provisions of 
§ 12.803 to file, compliance reports in 
accordance with instructions attached 
to the official Compliance Report, Stand ­
ard Form 40. Subsequent reporting shall 
be accomplished as indicated in  those 
instructions. W henever a contractor or 
subcontractor is currently engaged in 
the performance of any part or all of 
another contract or subcontract subject 
to the nondiscrimination clause w ith any 
Government agency, and has filed within 
a current reporting period, a compliance 
report covering the plants, facilities, and 
activities which w ill be involved in the 
performance of a new contract, this re­
quirement shall be satisfied by the filing, 
w ith the contracting officer, of the Cer­
tificate of Submission of Compliance 
Report, Standard Form 40A.

*  *  *  *  *

§  1 2 .8 0 6 —7  P r o c e s s i n g  o f  c o m p la i n t s .

*  *  *  *  *

(c) The preparation and submission, 
within 60 days from receipt of the com ­
plaint by the department, or within such 
additional time as may be allowed by the 
Executive Vice Chairman for good cause 
shown, of a summary report to the Exec­
u tive Vice Chairman setting forth  (1) 
the name and address of the complain ­
ant, (2) a b rief summary of the findings, 
(3) a statement of the disposition of the 
case, including any corrective action 
taken or sanction imposed, or (4) when ­
ever appropriate, the recommended cor­
rective action and sanctions or penalties; 
and

PART 13— GOVERNMENT  

PROPERTY

28. Revise §§ 13.302 and 13.304, and in ­
troductory portion of § 13.504, to read as 
follows:

§  1 3 .3 0 2  F i x e d -p  r i c e  p r o c u r e m e n t —  
c o n t r a c t o r -f u r n i s h e d  o r  a c q u i r e d  s p e ­
c i a l  t o o l i n g .

(a ) W here special tooling required for 
the performance of a negotiated fixed- 
price contract for supplies or services is 
not furnished by the Government, newly 
made or acquired special tooling may be 
furnished or acquired by the contractor 
under one of the follow ing arrangements:

(1) The contract may provide for the 
acquisition of such special tooling by the
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contractor and the delivery thereof to 
the Government as an end item under 
the contract. In  any such case, the 
rights of the parties in special tooling 
shall be governed by the provisions of 
the contract and the schedule; or 

(2) W here the contract does not pro­
vide for delivery of such special tooling 
as an end item under the contract, the 
clause set forth  in § 13.504 shall be used.

(b ) In  formally advertised procure­
ments, the clause set forth  in § 13.504 
shall not be used. W hen it is determined 
necessary that the Government acquire 
title to any special tooling in advertised 
procurements, such special tooling shall 
be acquired as an end item under the 
contract and described in sufficient de­
ta il so as to enable the submission of bids, 
and evaluation thereof, on a common and 
equal basis. It may be desirable to con­
sider the two-step formal advertising 
procedures as a means for providing a 
sufficient description of the special 
tooling.
§  1 3 .3 0 4  F i x e d -p r i c e  n e g o t i a t e d  p r o ­

c u r e m e n t — s p e c i a l  t o o l i n g  f u r n i s h e d  
o r  a c q u i r e d  b y  su b c o n t ra c t o rs .

In  the event the prime contractor 
enters into subcontracts or issues any 
purchase orders, the performance of 
which involves the use of special tooling 
to be furnished or acquired by the sub­
contractor or vendor, there w ill be in ­
cluded in such subcontracts or purchase 
orders appropriate provisions to the ex­
tent required by paragraph (k ) (or by 
alternate paragraph (k ) ) of the special 
tooling clause set forth  in § 13.504 giving 
the prime contractor rights comparable 
to those granted to the Government by 
such clause. The prime contractor shall 
exercise his rights in such special tooling 
for the benefit of the Government in ac­
cordance with any directions issued by 
the contracting officer, who shall be 
guided by the policies set forth  in § 13.303.

§  1 3 .5 0 4  S p e c i a l  t o o l i n g  c l a u s e  f o r  n e ­

g o t i a t e d  f i x e d -p r i c e  c o n t ra c t s .

The follow ing clause shall be used in 
fixed-price contracts for supplies or serv­
ices (except contracts for experimental, 
developmental, or research work) for the 
performance of which the contractor 
furnishes special tooling, under the con­
ditions set forth  in § 13.302(a) (2 ), but 
is not for use in formally advertised pro­
curements or contracts in which special 
tooling is called for as a separate item 
in the schedule (see § 13.302(a) (1 ) ) .

* * * * * -

PART  16— PRO CU REM EN T  F ORMS

29. Sections 16.504 and 16.805 are re­
vised to read as follows:

§  1 6 .5 0 4  O r d e r  f o r  p a i d  ad v e r t i se m e n t s  
( S t a n d a r d  F o r m s  1 1 4 3  a n d  1 1 4 3 a ) .

The following forms w ill be used to or­
der and effect payment for advertise­
ments in newspapers (see § 1.1002-6 of 
this ch a p ter):

(a ) Standard Form 1143, Advertising 
Order (original) (fa ce) Public Voucher 
for Advertising (origina l) (reverse); and

(b ) Standard Form 1143a, Advertising 
Order (memorandum) (fa ce) Public 
Voucher for Advertising (memorandum) 
(reverse).

§  1 6 .8 0 5  B o n d  f o r m s .

The bond forms listed below are avail­
able for use in accordance with D epart­
mental procedures. (See Subparts A  
and B, Pa rt 10 of this chapter.)

(a ) B id Bond (Standard Form 24).
(b ) Annual B id Bond (Standard Form 

34).
(c) Performance Bond (Standard 

Form 25).
(d ) Payment Bond (Standard Form 

25A).
(e) Performance Bond (Corporate Co* 

Surety) (Standard Form 27).
( f)  Payment Bond (Corporate Co- 

Surety) (Standard Form 27A ).
(g ) Continuation Sheet (Corporate 

Co-Surety) (Standard Form 27B ).
(h ) Affidavit of Individual Surety 

(Standard Form 28).
(i)  Annual Performance Bond (Stand ­

ard Form 35).
( j)  Performance Bond Form for Sub ­

contracts (see § 10.103-2 (d ) of this chap ­
ter ).

P e r fo r m a n c e  B o n d D a te  B o n d  E x e c u te d

P r in c ip a l

S u r e ty

O b lig e e

P e n a l S u m  o f  B o n d C o n tr a c t Id e n tif ic a -

(ç x p r e s s  in  w o r d s  

a n d  fig u r e s )

t io n  a n d  D a te

K n o w  A l l  M e n  b t  T h e s e  P r e s e n t s ,  T h a t  

w e , th e  P r i n c i p a l  a n d  S u r e t y  a b o ve  n a m ed , 

a r e  h e ld  a n d  f ir m ly  b o u n d  u n to  th e  O b lig e e  

a b o v e  n a m e d  in  th e  a m o u n t o f  th e  p e n a l s u m  

s ta te d  a b o ve ,  fo r  th e  p a y m e n t o f  w h ic h  s u m  

w e l l  a n d  t r u ly  to  b e  m a d e , w e  b in d  o u r s e lve s , 

o u r  h e ir s ,  e x e c u to r s ,  a d m in is tr a to r s ,  s u c ­

ces s o r s , a n d  a s s ig n s , J o in tly  a n d  s e v e r a lly ,  

f ir m ly  b y  th e s e  p r e s en ts .

W h e r e a s ,  th e  O b lig e e  a n d  P r in c ip a l  h a v e  

e n te r e d  in to  a  c e r ta in  c o n tr a c t id e n tifie d  

a b o ve ,  w h ic h  c o n tr a c t is  b y  r e fe r e n c e  m a d e  a  

p a r t  h e r e o f a n d  is  h e r e in a fte r  r e fe r r e d  to  a s  

th e  c o n tr a c t.
N o w ,  T h e r e f o r e , th e  c o n d itio n  o f  th is  o b ­

l ig a t io n  is  s u ch  th a t  i f  th e  P r in c ip a l  s h a ll 

w e l l  a n d  t r u ly  p e r fo r m  a n d  fu l f i l l  a l l  th e  u n ­

d e r ta k in g s ,  c o ve n a n ts ,  te r m s ,  c o n d itio n s ,  a n d  

a g r e e m e n ts  o f  s a id  C o n tr a c t,  th e n  th is  o b ­

l ig a t io n  s h a ll  b e  n u ll  a n d  v o id ;  o th e r w is e  to  

r e m a in  in  f u l l  fo r c e  a n d  v ir tu e .

1. T h e  C o n tr a c t in c lu d e s  a l l  d u ly  a u th o r ­

iz e d  m o d ific a tio n s  a n d  e x te n s io n s  th e r e o f,  

w ith  o r  w ith o u t  n o t ic e  to  th e  S u r e ty  a n d  e x ­

te n d s  to  a n y  g u a r a n ty  r e q u ir e d  b y  th e  te r m s  

th e r e o f.

2 . T h e  r ig h ts  o f  th e  O b lig e e  h e r e u n d e r  m a y  

b e  a s s ig n e d  to  th e  U n ite d  S ta te s  o f  A m e r ic a  

o r  a  D e p a r tm e n t o r  A g e n c y  th e r e o f,  a n d  w ith ­

o u t  in  a n y  m a n n e r  in v a l id a tin g  o r  q u a l ify in g  

th is  in s tr u m e n t.  N o t ic e  o f  a s s ig n m e n t s h a ll 

b e  g iv e n  th e  s u r e ty  w ith in  a  r e a s o n a b le  tim e ,  

b u t  a  fa ilu r e  o f  n o tic e  s h a ll  n o t  a ffe c t th e  

v a l id ity  o f  th is  b o n d  o r  th e  a s s ig n m e n t.

I n  W i t n e s s  W h e r e o f ,  t h e  a b o v e - b o u n d e d  

p a r t i e s  h a v e  e x e c u t e d  t h i s  i n s t r u m e n t  u n d e r  

t h e i r  s e v e r a l  s e a l s  o n  t h e  d a t e  i n d i c a t e d  

a b o v e ,  t h e  n a m e  a n d  c o r p o r a t e  s e a l  o f  e a c h  

c o r p o r a t e  p a r t y  b e i n g  h e r e t o  a f f i x e d  a n d  t h e s e  

p r e s e n t s  b e i n g  d u l y  s i g n e d  b y  i t s  u n d e r s i g n e d  

r e p r e s e n t a t i v e ,  p u r s u a n t  t o  a u t h o r i t y  o f  its  

g o v e r n i n g  b o d y .

In  Presence of:

I.-..............
2. . . . . . .
3 ....................

4 ............... .

W ITNESS

W ITNESS

as to 

as to 

as to 

as to

IN D IV ID U AL PRIN C IPAL 
______ Ï .............i ____ ________:___1___ [SEAL]

___________ . . . ____________ _ _____ ___ [ s e a l ]

.................................................. ...........[SEAL]

. . . . . ___________ J;........... .......... ... [S E A L ]

IN D IV ID U AL SU RETY

1______ __________ ______________ _________________ ________ . . .  as t o __________ ________ _______ - ..........— ........... [s e a l ]

2 . _____________ __________ ___________ ______________________ as t o ___ _ . _________ .____________ _;__________ .------ [s e a l ]

A ttes t:

CORPORATE PRIN C IPAL

B U SINESS ADDRESS

B Y
AFFIX

CORPORATE
SEAL

TITLE

A ttes t:

CORPORATE SU RETY

B U SINESS ADDRESS

B Y
AFFIX

CORPORATE
SEAL

TITLE

(k ) Payment Bond Form for Sub ­
contracts (see § 10.104-2 (d ) of this 
chapter).

P a y m e n t B o n d D a te  B o n d  E x e c u te d

P r in c ip a l

S u r e ty

O b lig e e

P e n a l  S u m  o f  B o n d C o n tr a c t Id e n t if ic a -

(e x p r e s s  in  w o r d s  

a n d  f ig u r e s )

t io n  a n d  D a te

K n o w  A l l  M e n  b y  T h e s e  P r e s e n t s ,  T h a t  

w e , th e  P r i n c i p l e  a n d  S u r e t y  a b o ve  n a m e d ,  

a r e  h e ld  a n d  f ir m ly  b o u n d  u n to  th e  O b lig e e  

a b o v e  n a m e d ,  in  th e  a m o u n t o f  th e  p e n a l

s u m  s ta te d  a b o ve ,  fo r  th e  p a y m e n t o f  which 
s u m  w e l l  a n d  t r u ly  to  b e  m a d e , w e  b in d  o u r ­

s e lves , o u r  h e ir s ,  e x e c u to r s ,  a d m in is tr a to r s ,  

s u cces s o rs , a n d  a s s ig n s , j o in t l y  a n d  s eve r a lly , 

f ir m ly  b y  th e s e  p r e s en ts .
W h e r e a s , th e  O b lig e e  a n d  th e  Principa l 

e n te r e d  in to  a  c e r ta in  c o n tr a c t  id e n tifie d  

a b o ve ,  w h ic h  c o n tr a c t  is  b y  r e fe r e n c e  made 
a  p a r t  h e r e o f a n d  is  h e r e in a fte r  r e fe r r e d  to  as 

th e  C o n tr a c t;  a n d
W h e r e a s , p erform a nce o f th e C ontract is  

rela ted  td  w ork requ ired  u nder G overnm ent
P r im e  C o n t r a c t _____________ _ th e  s ite  o f  s u ch

w o r k  b e in g  in  th e  C o u n ty  o f ------------ - ------ *

S ta te  o f ________________ , b e in g  h e r e in a fte r  r e ­

fe r r e d  t o  a s  th e  “ p la c e  w h e r e  th e  w o r k  is  

lo c a te d .”
N o w ,  T h e r e f o r e , th e con d ition  of th is  ob ­

liga tion  is such th a t i f  th e P rin cip a l shall 
p rom p tly m ake p aym en t to a ll cla im ants  as



Saturday, Novem ber  23, 1963 FEDERAL REGISTER 12575

h e r e in a fte r  d e fin e d ,  f o r  a l l  la b o r  a n d  m a te ­

r ia l  fu r n is h e d  in  th e  p r o s e c u tio n  o f  th e  w o r k  

p r o v id e d  fo r  in  th e  C o n tr a c t,  th e n  th is  o b l i ­

g a t io n  s h a ll b e  n u l l  a n d  v o id ;  o th e r w is e  i t  

s h a ll  r e m a in  in  f u l l  fo r c e  a n d  e ffe c t.  A  

c la im a n t s h a ll  h a v e  a  d ir e c t  r ig h t  o f  a c t io n  

h e r e u n d e r  a g a in s t th e  P r in c ip a l  a n d  th e  

S u r e ty  s u b je c t to  th e  fo l lo w in g  c o n d itio n s :

1. A  c la im a n t is  d e fin e d  a s  o n e  h a v in g  a  

d ir e c t  c o n tr a c t w ith  th e  P r in c ip a l  o r  w ith  a  

s u b c o n tr a c to r  o f  th e  P r in c ip a l  w h o  h a s  fu r ­

n is h e d  la b o r ,  m a te r ia l  o r  b o th ,  in  th e  p r o s e ­

c u t io n  o f  w o r k  p r o v id e d  fo r  in  th e  c o n tr a c t 

a n d  w h o  h a s  n o t  b e e n  p a id  in  f u l l  th e r e fo r .  

L a b o r  a n d  m a te r ia l  a r e  c o n s tr u e d  to  in c lu d e ,  

b u t  a r e  n o t  l im ite d  to ,  th a t  p a r t  o f  w a te r ,  

ga s , p o w e r ,  l ig h t ,  h e a t,  o il ,  g a s o lin e ,  te le p h o n e  

s e r v ic e  o r  r e n ta l  o f  e q u ip m e n t d ir e c t ly  a p ­
p lic a b le  t o  th e  C o n tr a c t.

2. T h e  a b o ve  n a m e d  P r in c ip a l  a n d  S u r e ty  

h e r e b y  j o in t ly  a n d  s e v e r a lly  a g r e e  w ith  th e  

O b lig e e  th a t  e v e r y  c la im a n t w h o  h a s  n o t  b e e n  

p a id  in  f u l l  b e fo r e  th e  e x p ir a tio n  o f  a  p e r io d  

o f  n in e ty  (9 0 )  d a ys  a fte r  th e  d a te  o n  w h ic h  

th e  la s t o f  s u ch  c la im a n t ’s  w o r k  o r  la b o r  

w a s  d o n e  o r  p e r fo r m e d  o r  m a te r ia ls  w e r e  fu r ­

n is h e d  b y  s u ch  c la im a n t,  o r  b e fo r e  th e  e x ­

p ir a t io n  o f  th e  p e r io d  p r o v id e d  b y  th e  la w  

o f  th e  p la c e  w h e r e  th e  w o r k  is  lo c a te d  f o r  th e  

g iv in g  o f  fir s t  n o tic e  o f  a  l ie n  o f  th e  c a te g o r y  

c la im e d  b y  th e  c la im a n t,  w h ic h e v e r  p e r io d  

b e  lo n g e r ,  m a y  p r o s e c u te  th e  s u it  t o  fin a l 

ju d g m e n t fo r  s u ch  s u m  o r  s u m s  a s  m a y  b e  

ju s t ly  d u e  th e  c la im a n t,  a n d  m a y  h a v e  e x ­

e c u tio n  th e r e o n ;  p r o v id e d ,  h o w e ve r ,  th a t  

n e ith e r  th e  O b lig e e  n o r  th e  a s s ig n e e  o f  th e  

O b lig e e  s h a ll b e  l ia b le  fo r  th e  p a y m e n t o f  

a n y  c o s ts  o r  ex p en s es  o f  a n y  s u ch  s u it,  ju d g ­
m e n t  o r  e x e c u tio n .

3. T h e  O b lig e e  m a y  a s s ig n  th is  in s tr u m e n t 

a n d  a n y  r ig h t  i t  h a s  h e r e u n d e r  to  th e  U n ite d  

S ta te s  o f  A m e r ic a  o r  a n y  d e p a r tm e n t o r  a g e n ­

c y  th e r e o f w ith o u t  in  a n y  w a y  d im in is h in g  

th e  o b lig a t io n s  o f  th e  P r in c ip a l  a n d  S u r e ty  
h e r e u n d e r .

4. N o  s u it  o r  a c tio n  s h a ll b e  c o m m e n c e d  
h e r e u n d e r  b y  a n y  c la im a n t,

( a )  U n le s s  c la im a n t,  o th e r  th a n  o n e  h a v ­

in g  a  d ir e c t  c o n tr a c t w ith  th e  P r in c ip a l ,  s h a ll 

h a v e  g iv e n  w r it te n  n o t ic e  to  th e  P r in c ip a l  

a n d  th e  S u r e ty  a b o v e  n a m e d ,  w ith in  n in e ty  

(9 0 )  d a ys  a fte r  s u c h  c la im a n t d id  o r  p e r ­

fo r m e d  th e  la s t  o f  th e  w o r k  o r  la b o r ,  o r  f u r ­

n is h e d  th e  la s t o f  th e  m a te r ia ls  fo r  w h ic h  

s a id  c la im  is  m a d e , s ta t in g  w ith  s u b s ta n tia l 

a c c u r a c y  th e  a m o u n t c la im e d  a n d  th e  n a m e  

o f  th e  p a r ty  to  w h o m  th e  m a te r ia ls  w e r e  

fu r n is h e d ,  o r  fr o m  w h o m  th e  w o r k  o r  la b o r  

w a s  d o n e  o r  p e r fo r m e d .  S u c h  n o t ic e  s h a ll  

b e  s e r ve d  b y  m a il in g  th e  s a m e  b y  r e g is te r e d  

o r  c e r tifie d  m a il ,  p o s ta g e  p r e p a id ,  in  e n ­

v e lo p e s  a d d r e s s ed  t o  th e  P r in c ip a l  a n d  th e  

S u r e ty ,  a t  a n y  p la c e  w h e r e  a n  o ffice  is  r e g u ­

l a r ly  m a in ta in e d  b y  th e  a d d r e s s ee  fo r  th e  

tr a n s a c tio n  o f  b u s in es s , o r  s e r v e d  in  a n y  

m a n n e r  in  w h ic h  le g a l  p r oce s s  m a y  b e  s e r ve d  

in  th e  p la c e  w h e r e  th e  w o r k  is  lo c a te d ,  s a ve  

th a t  s u ch  s e r v ic e  n e e d  n o t  b e  m a d e  b v  a  
p u b lic  o fficer .

( b )  A f t e r  th e  e x p ir a tio n  o f  o n e  ( 1 )  ye a r  

fo l lo w in g  th e  d a te  o n  w h ic h  P r in c ip a l  c ea s ed  

w o r k  o n  s a id  C o n tr a c t.  I f  a n y  p e r io d  o f  

l im ita t io n  e m b o d ie d  in  th is  b o n d  is  p r o ­

h ib ite d  b y  a n y  la w  c o n tr o l l in g  th e  c o n s tr u c ­

t io n  h e r e o f s u ch  l im ita t io n  s h a ll b e  d e e m e d  

to  b e  a m e n d e d  s o  a s  to  b e  e q u a l to  th e  m in i ­

m u m  p e r io d  o f  l im ita t io n  p e r m itte d  b y  s u ch  
la is .

( c )  o th e r  th a n  in  a  c o u r t o f  c o m p e te n t 

ju r is d ic tio n  in  a n d  fo r  th e  s ta te  o r  o th e r  

p o lit ic a l  s u b d iv is io n  o f  th e  p la c e  w h e r e  th e  

w o r k  is  lo c a te d ,  o r  in  th e  U n ite d  S ta te s  D is ­

t r ic t  C o u r t fo r  th e  d is tr ic t  w h e r e  th e  w o r k  

is  lo c a te d ,  a n d  n o t  e ls e w h e r e .

5. T h e  a m o u n t o f  th is  b o n d  s h a ll b e  r e ­

d u ced  b y  a n d  to  th e  e x te n t  o f  a n y  p a y m e n t 

o r  p a y m e n ts  m a d e  in  g o o d  fa ith  h e r e u n d e r .

I n  W it n e s s  W h e r e o f , the above-bounded 
parties have executed this instrument under

th e ir  s e v e r a l s e a ls  o n  th e  d a te  in d ic a te d  

a b o ve ,  th e  n a m e  a n d  c o r p o r a te  s e a l o f  e a c h  

c o r p o r a te  p a r ty  b e in g  h e r e to  a ffix e d  a n d

PART 17— EXT RAORDINARY CON ­

TRACTUAL ACTIONS TO FACILI ­
TATE THE NAT IONAL DEFENSE

30. Section 17.502 is revised to read as 
follows:

§  1 7 .5 0 2  E x e c u t i v e  O r d e r  N o .  1 0 7 8 9  o f  
N o v e m b e r  1 4 , 1 9 5 8  a s  a m e n d e d  b y  
E x e c u t i v e  . O r d e r  1 1 0 5 1 ,  o f  S e p t e m ­
b e r  2 7 ,  1 9 6 2 .

The text of these executive orders are 
contained in 23 F.R. 8897, November 15, 
1958, and 27 F.R. 9683, October 2,1962.

PART 30— APPENDIXES TO ARMED 

SERVICES PROCUREMENT REGULA­
TIONS

31. In  § 30.2, revise items 304.7 and 
401; and in §30.3, revise item 307, as 
follow s:

§ 30.2 A p p e n d i x  B — M a n u a l  f o r  c o n t r o l  
o f  G o v e r n m e n t  p r o p e r t y  i n  p o s s e s ­
s i o n  o f  c o n t ra c t o rs .  

* * * * *

304.7 Financial Cont r ol  Accounts— ( a )  

Industr ial  faci l i t ies. T h e  c o n tr a c to r ’s  p r o p ­

e r ty  c o n tr o l  s y s te m  s h o u ld  b e  s u c h  a s  to  

p r o v id e  s e m i- a n n u a lly  th e  d o l la r  a m o u n t o f  

G o v e r n m e n t- o w n e d  in d u s tr ia l  fa c i l it ie s  fo r  

e a c h  M il it a r y  D e p a r tm e n t o r  D e fe n s e  A g e n c y ,  
in  th e  fo l lo w in g  c la s s ific a tio n s :

( i )  L a n d  a n d  r ig h ts  th e r e in ;

( i i ) U t i l it y  d is tr ib u tio n  s ys tem s ;

( i i i )  B u ild in g s ,  s tr u c tu r e s  a n d  im p r o v e ­

m e n ts  th e r e to ,  e x c lu d in g  p la n t  e q u ip m e n t;

( i v )  P la n t  e q u ip m e n t,  e x c lu d in g  p r o d u c ­

t io n  e q u ip m e n t a n d  m in o r  p la n t  e q u ip m e n t;  
a n d

( v )  P r o d u c t io n  e q u ip m e n t.

T h e  c o n tr a c to r ’s  a c c o u n ts  w i l l  b e  s u s c e p tib le  

to  lo c a l r e c o n c il ia t io n  in  to ta l  a n d  s u b to ta ls  

a s  to  w h e th e r  c o n tr a c to r - a c q u ir e d  o r  G o v ­

e r n m e n t- fu r n is h e d .  R e p o r ts  o f  d o l la r  

a m o u n ts  b y  th e  a b o v e  c la s s ific a tio n s  s h a ll  

b e  fu r n is h e d  b y  th e  c o n tr a c to r  to  th e  p r o p ­

e r ty  a d m in is tr a to r  u p o n  r e q u e s t;  b u t,  s u c h  

r e p o r ts  s h a ll  n o t  b e  r e q u ir e d  m o r e  o fte n  
th a n  s e m i- a n n u a lly .

( b )  Mater ial. T h e  c o n tr a c to r  s h a ll  fu r ­

n is h  th e  to ta l  d o l la r  a m o u n ts  o f  a l l  G o v e r n -

th e s e  p r e s e n ts  b e in g  d u ly  s ig n e d  b y  its  u n ­

d e r s ig n e d  r e p r e s e n ta tiv e  p u r s u a n t to  a u th o r ­
i t y  o f  its  g o v e r n in g  b o d y .

m e n t  m a te r ia l  w h ic h  m a y  b e  in  h is  p o s s e s s io n  

a n d  s h a ll  s e p a r a te ly  in d ic a te  th e  a m o u n t 

a t tr ib u ta b le  t o  m a te r ia l  w h ic h  h a s  b e e n  fu r ­

n is h e d  b y  th e  G o v e r n m e n t,  a n d  m a te r ia l  

w h ic h  h a s  b e e n  a c q u ir e d  b y  th e  c o n tr a c to r ,  

t i t l e  to  w h ic h  is  in  th e  G o v e r n m e n t.  H o w ­

e ve r ,  th e  fo l l o w in g  ty p e s  o f  G o v e r n m e n t m a ­

te r ia l  a r e  e x e m p te d  fr o m  r e p o r t in g :

( i )  S c r a p  a n d  s a lva g e ,

( i i )  Ite m s  fo r w a r d e d  to  th e  c o n tr a c to r  fo r  

r e p a ir  a n d  r e tu r n  t o  th e  G o v e r n m e n t,

( i i i )  W o r k  in  p r oce s s ,

( i v )  G o v e r n m e n t m a te r ia l  e s tim a te d  t o  

a m o u n t to  les s  th a n  $2,500 o n  a n y  o n e  c o n ­
tr a c t,  a n d

( v )  G o v e r n m e n t s h ip p in g  c o n ta in e r s .

S u c h  r e p o r ts  s h a ll  b e  fu r n is h e d  b y  th e  c o n ­

t r a c to r  u p o n  th e  r e q u e s t o f  th e  p r o p e r ty  a d ­

m in is t r a to r :  Provided, T h a t  s u c h  r e p o r ts  

s h a ll  n o t  b e  r e q u ir e d  m o r e  o ft e n  th a n  s e m i*  

a n n u a lly .  B u r e a u  o f  th e  B u d g e t  R e p o r t  

C o n tr o l  S y m b o l N o .  2 2 - R 2 3 2  h a s  b e e n  a s ­

s ig n e d  to  th e  r e p o r ts  r e q u ir e d  u n d e r  ( a )  a n d  

( b ) ,

*  *  *  *  *

401 Ident i f i cat ion. A l l  G o v e r n m e n t p r o p ­

e r ty  s h a ll  b e  r e c o r d e d  a n d  id e n tif ie d  a s  s u c h  

b y  th e  c o n tr a c to r  p r o m p t ly  u p o n  r e c e ip t,  

a n d  i t  s h a ll  r e m a in  s o  id e n t if ie d  s o  lo n g  a s  

i t  r e m a in s  in  th e  c u s to d y ,  c o n tr o l  o r  p o s ­
s e s s io n  o f  th e  c o n tr a c to r .

( a )  Extent  o f  identi fi cation. ( 1)  A s  a  

g e n e r a l r u le ,  a l l  G o v e r n m e n t m a te r ia l  a n d  

m in o r  p la n t  e q u ip m e n t s h a ll  b e  id e n t ifie d  

a s  G o v e r n m e n t p r o p e r ty  e x c e p t in  th o s e  
ca s es  w h e r e  :

(1 ) N o  m a te r ia ls  o r  m in o r  p la n t  e q u ip ­

m e n t  o f  th e  s a m e  ty p e  a t th e  s a m e  lo c a tio n  

a r e  o w n e d  b y  th e  c o n tr a c to r ,  h is  e m p lo y e e s ,  ' 
o r  o th e r  c o n tr a c tin g  a g e n c ie s ;

( i i )  A d e q u a te  p h y s ic a l c o n tr o l  is  m a in ­

t a in e d  o v e r  to o l - c r ib  ite m s ,  g u a r d  fo r c e  

ite m s ,  p r o te c t iv e  c lo th in g  a n d  o th e r  ite m s  

is s u ed  fo r  u s e  b y  in d iv id u a ls  in  th e  p e r ­

fo r m a n c e  o f  th e ir  w o r k  u n d e r  th e  c o n tr a c t;

( i i i )  P r o p e r ty  is  o f  b u lk  ty p e  o r  b y  its  

g e n e r a l  n a tu r e  o f  p a c k in g  o r  h a n d l in g  p r e ­

c lu d e s  a d e q u a te  m a r k in g ,  a s  m a y  b e  d e te r ­

m in e d  b y  th e  p r o p e r ty  a d m in is tr a to r ;  a n d

( i v )  W h e r e  p r o p e r ty  is  c o m m in g le d ,  a s  
a u th o r iz e d  b y  206 o f  th is  s e c tio n .

( 2 )  G o v e r n m e n t- o w n e d  s p e c ia l to o l in g  

s h a l l  b e  m a r k e d  w ith  th e  d e s ig n a tio n  o f  th e  

M i l it a r y  D e p a r tm e n t r e s p o n s ib le  fo r  fu n d in g  

a n d  c o n tr o l  o f  s u ch  to o lin g ,  a s  fo l lo w s  : 

A r m y — “ U S A ” , N a v y — “ U S N ” , A ir  F o r c e -
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" U S A F ” , a n d  D e f e n se  S u p p ly  A g e n c y —  
“ U S D " ,  u n le ss I t  Is d e t e rm in e d  t l i a t  suc h  
m ark in g  w i l l  d am ag e  t h e  spe c i a l  t o o l i n g  o r 
i s o t h e rw ise  im p rac t i c ab le .  M a rk in g  an d  
i d e n t i f i c a t io n  p ro c e d ure s  m ay  be  e x p an d e d  
by  t h e  D e p a r t m e n t  h av in g  c o g n i z an c e  o v e r  
t h e  t o o l i n g  t o  i n c lu d e  e n d  i t e m  re f e re n c e , 
d ra w in g  n u m be r ,  an d  su c h  o t h e r  i n f o rm a ­
t i o n  as m ay  be  d e si re d  i n  a  g i v e n  case .

(3 )  U n le ss a l re ad y  m ark e d  i n  ac c o rdan c e  
w i t h  t h e se  i n st ruc t i o n s,  a l l  G o v e r n m e n t - 
o w n e d  p la n t  e q u ip m e n t ,  i n c lu d i n g  i n d u s ­
t r i a l  re se rv e  p la n t  e q u ip m e n t ,  sh a l l  be  
m ark e d  by  t h e  c o n t rac t o r  w i t h  a  G o v e r n ­
m e n t  i d e n t i f i c at i o n  n u m be r ,  e x c e p t  m in o r  
p la n t  e q u ip m e n t ;  o r w h e n  t h e  siz e  o f  t h e  
e q u ip m e n t  o r n a t u re  o f  t h e  m a t e r i a l  f o r  
w h i c h  i t  i s m ad e  m ak e s  i t  im p rac t i c ab le , 
an d  i n  w h i c h  c ase  su c h  i t e m  w i l l  be  assi g n e d  
a  G o v e r n m e n t  i d e n t i f i c a t io n  n u m b e r  f o r  
r e c o rd  p urp o se s,  w h i c h  n u m b e r  sh a l l  be  
sh o w n  in  t h e  p la n t  e q u ip m e n t  p ro p e r t y  r e c ­
o rd s;  o r t h e  e q u ip m e n t  is ac c e sso ry  o r au x ­
i l i a ry  an d  a t t ac h e d  t o  o r o t h e rw i se  a  p a r t  
o f  a n  i t e m  o f  p la n t  e q u ip m e n t  an d  is r e ­
q u i r e d  f o r  i t s  n o rm a l  o p e ra t i o n  (se e  3 0 4 .3 (a) 
o f  t h i s  se c t i o n ) ,  i n  w h i c h  case  suc h  i t e m  
sh a l l  be  e n t e re d  an d  d e sc ri be d  o n  t h e  re c o rd  
o f  t h e  e q u ip m e n t  t o  w h i c h  i t  is a t t a c h e d  
o r o f  w h i c h  i t  is o t h e rw ise  a  p a r t .  O n c e  a  
G o v e r n m e n t  i d e n t i f i c a t io n  n u m b e r  h as  
be e n  af f ix e d  t o  an  i t e m  o f  p la n t  e q uip m e n t ,  
t h e  i d e n t i f i c a t i o n  w i l l  be  p e rm an e n t  an d  
w i l l  n o t  be  c h an g e d  so  lo n g  as t h e  e q u i p ­
m e n t  r e m ain s u n d e r  t h e  c o n t ro l  o f  t h e  sam e  
M i l i t a ry  D e p a r t m e n t  ( b u t  se e  (4 )  b e l o w ) .  
I d e n t i f i c a t i o n  sh a l l  b e  e f f e c t e d  b y  af f ix in g  a  
m e t a l , f i bre ,  p las t i c ,  o r  o t h e r  p la t e  d i r e c t ly  
t o  t h e  e q u ip m e n t ;  b y  u s in g  i n d e l i b l e  i n k , 
ac i d  o r e le c t r i c  e t c h , st e e l  d ie s, o r an y  o t h e r  
l e g ib le ,  p e rm an e n t ,  c o n sp i c u o us , an d  
t a m p e r -p ro o f  m e t h o d . I d e n t i f i c a t i o n  sh a l l  
c o n sist  o f  t h e  f o l lo w in g  m ark in g s :

( i )  A n  i n d i c a t i o n  o f  G o v e r n m e n t -o w n e r ­
sh i p  an d  o f  t h e  M i l i t a ry  D e p a r t m e n t  r e ­
sp o n s ib le  f o r  f u n d i n g  an d  c o n t ro l  o f  t h e  
p la n t  e q u ip m e n t ,  as f o l lo w s :  A rm y — “ U S A ” , 
N a v y — “ U S N ” , A i r  F o rc e — “ U S A F ” , an d  D e ­
f e n se  S u p p l y  A g e n c y — “ U S D ” ; h o w e v e r , t h e  
i d e n t i f i c a t i o n  “ U .S .”  p ro p e r t y  sh a l l  n o t  be  
c h a rg e d  so le ly  t o  c o n f o rm  t o  t h e  p ro v i s i o n s  
o f  t h i s  p a rag rap h .

( i i )  A  t w o -p a r t  i d e n t i f i c a t io n  n u m be r ,  f u r ­
n i sh e d  b y  t h e  G o v e rn m e n t ,  c o n s is t in g  so le ly  
o f  n u m e ra ls  e x c e p t  as p ro v id e d  i n  ( i i i )  b e ­
l o w . T h e  f i rs t  p a r t  sh a l l  be  t h e  p ro p e r t y  
ac c o u n t  n u m be r ,  an d  t h e  se c o n d  p a r t  sh a l l  
b e  a  se r i a l  n u m be r .  I n  case  p la n t  e q u i p m e n t  
f u rn i s h e d  b y  t h e  G o v e r n m e n t  is a l re ad y  
i d e n t i f i e d  as p ro pe r t y  o f  a  M i l i t a ry  D e p a r t ­
m e n t , n o  c h an g e  sh a l l  be  m ad e  i n  t h e  m ar k ­
i n g s,  e x c e p t  as p ro v id e d  i n  (4 )  be lo w .

( i i i )  I n  t h e  case  o f  i t e m s i n c lu d e d  w i t h i n  
a  s t an d a rd  D e p a r t m e n t a l  r e g i s t ra t i o n  sy s ­
t e m , f o r  e x am p le ,  au t o m o t i v e ,  c o n s t ruc t io n , 
o r w e i g h t -h a n d l i n g  e q u ip m e n t ,  ap p l i c a t i o n  
f o r  a  p ro p e r r e g i s t ra t i o n  n u m be r  w i l l  be  m ad e  
t o  t h e  c o g n i z an t  D e p ar t m e n t ,  w h i c h  n u m b e r  
sh a l l  be  use d  i n  l i e u  o f  an y  o t h e r  i d e n t i f i c a ­

t i o n  n u m be r .

(4 )  G o v e rn m e n t  i d e n t i f i c a t io n  m ark in g s  
sh a l l  be  r e m o v e d  p r i o r  t o  sale  o r sc rap p in g . 
T h e  m ark in g s  so  re m o v e d  sh a l l  b e  sh o w n  o n  
t h e  ap p ro p r i a t e  d o c um e n t s  in v o lv e d . I n  t h e  
c ase  o f  a  t ran s f e r  o f  f u n d i n g  an d  c o n t ro l  r e ­
sp o n si b i l i t i e s  t o  o t h e r  M i l i t a ry  D e p ar t m e n t s , 
n e w  G o v e rn m e n t  i d e n t i f i c a t io n  m ark in g s , i n  
ac c o rdan c e  w i t h  t h e  r e q u i re m e n t s  o f  (2 )  o r  
(3 )  abo v e ,  m ay  be  af f ixed u p o n  re c e i p t  o f  t h e  
e q u ip m e n t  by  t h e  r e c e i v i n g  M i l i t a ry  D e ­

p a rt m e n t .
( b )  R e cord in g  G ov e rn m e n t id e n tifica tio n  

n um b e rs . A ssi g n e d  G o v e rn m e n t  p ro p e r t y  
i d e n t i f i c a t io n  n u m be rs  w i l l  be  r e c o rd e d  o n  a l l  
ap p l i c ab le  re c e i v i n g  d o c um e n t s , s h i p p i n g  
d o c um e n t s , an d  an y  o t h e r  d o c u m e n t s  p e r ­
t a i n in g  t o  t h e  p ro p e r t y  ac c o un t s .

* * * * *

§  3 0 .3  A p p e n d i x  C — M a n u a l  f o r  c o n t r o l  
o f  G o v e r n m e n t  p r o p e r t y  i n  p o s s e s ­

s i o n  o f  n o n p r o f i t  r e s e a r c h  a n d  d e ­

v e l o p m e n t  c o n t ra c t o rs .

*  *  *  *  *

307  Id e n tifica tio n . A l l  G o v e r n m e n t p r o p ­

e r ty  s h a ll  b e  r e c o r d e d  a n d  id e n tifie d  a s  s u ch  

b y  th e  c o n tr a c to r  p r o m p tly  u p o n  r e c e ip t,  a n d  

i t  s h a ll  r e m a in  s o  id e n tifie d  s o  lo n g  a s  i t  r e ­

m a in s  in  th e  c u s to d y ,  c o n tr o l  o r  p o s s e s s io n  

o f  t h e  c o n tr a c to r .

( a )  E xte n t o f id e n tifica tio n , ( i )  A s  a  

g e n e r a l r u le ,  a l l  G o v e r n m e n t m a te r ia l  a n d  

m in o r  p la n t  e q u ip m e n t s h a ll  b e  id e n t ifie d  

a s  G o v e r n m e n t p r o p e r ty  e x c e p t in  th o s e  ca s es  

w h e r e —
( A )  N o  m a te r ia ls  o r  m in o r  p la n t  e q u ip ­

m e n t  o f  th e  s a m e  ty p e  a t  th e  s a m e  lo c a tio n  

a r e  o w n e d  b y  th e  c o n tr a c to r ,  h is  e m p lo y e e s ,  

o r  o th e r  c o n tr a c tin g  a g e n c ie s ;

( B )  A d e q u a te  p h y s ic a l c o n tr o l  is  m a in ­

ta in e d  o v e r  to o l - c r ib  ite m s ,  g u a r d  fo r c e  ite m s ,  

p r o te c t iv e  c lo th in g  a n d  o th e r  ite m s  is s u ed  

fo r  u s e  b y  in d iv id u a ls  in  th e  p e r fo r m a n c e  o f  

th e ir  w o r k  u n d e r  th e  c o n tr a c t;

. ( C )  P r o p e r ty  is  o f  b u lk  ty p e  o r  b y  its  

g e n e r a l n a tu r e  o f  p a c k in g  o r  h a n d l in g  p r e ­

c lu d e s  a d e q u a te  m a r k in g ,  a s  m a y  b e  d e te r ­

m in e d  b y  th e  p r o p e r ty  a d m in is tr a to r ;  o r

( D )  P r o p e r ty  is  c o m m in g le d ,  a s  a u th o r iz e d  

b y  210  o f  th is  s e c tio n .

( i i )  G o v e r n m e n t- o w n e d  s p e c ia l to o l in g  

s h a ll  b e  m a r k e d  w ith  th e  d e s ig n a tio n  o f  th e  

M il it a r y  D e p a r tm e n t r e s p o n s ib le  fo r  fu n d in g  

a n d  c o n tr o l  o f  s u c h  to o l in g ,  a s  fo l lo w s :  

A r m y — “U S A ” , N a v y — “ U S N ” , A ir  F o r c e —  

“ U S A F ” , a n d  D e fe n s e  S u p p ly  A g e n c y — “ U S D ” , 

u n le s s  i t  is  d e te r m in e d  th a t  s u c h  m a r k in g  

w il l  d a m a g e  th e  s p e c ia l to o l in g  o r  is  o th e r ­

w is e  im p r a c tic a b le .  M a r k in g  a n d  id e n t if ic a ­

t io n  p r o c e d u r e s  m a y  b e  e x p a n d e d  b y  th e  D e ­

p a r tm e n t h a v in g  c o g n iz a n c e  o v e r  th e  t o o l ­

in g  to  in c lu d e  e n d  it e m  r e fe r e n c e ,  d r a w in g  

n u m b e r ,  a n d  s u ch  o th e r  in fo r m a t io n  a s  m a y  

b e  d e s ir e d  in  a  g iv e n  ca s e . T h e  id e n t if ic a t io n  

“ U .S .”  p r o p e r ty  s h a l l  n o t  b e  c h a n g e d  s o le ly  

t o  c o n fo r m  to  th e  p r o v is io n s  o f  th is  p a r a ­

g r a p h ;

( i i i )  U n le s s  a lr e a d y  m a r k e d  in  a c c o r d a n c e  

w ith  th e s e  in s tr u c tio n s ,  a l l  G o v e r n m e n t-  

o w n e d  p la n t  e q u ip m e n t,  in c lu d in g  in d u s tr ia l  

r e s e r v e  p la n t  e q u ip m e n t,  s h a ll  b e  m a r k e d  b y  

th e  c o n tr a c to r  w ith  a  G o v e r n m e n t id e n t if i ­

c a t io n  n u m b e r ,  e x c e p t m in o r  p la n t  e q u ip ­

m e n t,  o r  w h e n  th e  s ize  o f  th e  e q u ip m e n t o r  

th e  n a tu r e  o f  th e  m a te r ia l  f r o m  w h ic h  i t  is  

m a d e  m a k e s  i t  im p r a c tic a b le ,  in  w h ic h  c a s e  

s u c h  ite m  w i l l  b e  a s s ig n e d  a  G o v e r n m e n t 

id e n t if ic a t io n  n u m b e r  fo r  r e c o r d  p u rp o s e s , 

w h ic h  n u m b e r  s h a l l  b e  s h o w n  in  th e  p la n t  

e q u ip m e n t p r o p e r ty  r e c o r d ;  o r  th e  e q u ip ­

m e n t  is  a c ce s s o r y  o r  a u x il ia r y  a n d  a tta c h e d  

t o  o r  o th e r w is e  a  p a r t  o f  a n  it e m  o f  p la n t  

e q u ip m e n t a n d  is  r e q u ir e d  f o r  it s  n o r m a l 

o p e r a tio n ,  in  w h ic h  ca s e  s u c h  ite m  s h a ll b e  

e n te r e d  a n d  d e s c r ib e d  o n  th e  r e c o r d  o f  th e  

e q u ip m e n t t o  w h ic h  i t  is  a tta c h e d  o r  o f  

w h ic h  i t  is  o th e r w is e  a  p a r t.  O n c e  a  G o v ­

e r n m e n t id e n t if ic a t io n  n u m b e r  h a s  b e e n  

a ffix ed  to  a n  ite m  o f  p la n t  e q u ip m e n t,  th e  

id e n t if ic a t io n  w i l l  b e  p e r m a n e n t a n d  w il l  

n o t  b e  c h a n g e d  s o  lo n g  a s  th e  e q u ip m e n t 

r e m a in s  u n d e r  th e  c o n tr o l  o f  th e  s a m e  M i l i ­

ta r y  D e p a r tm e n t ( b u t  s e e  ( i v )  b e lo w ) .  

Id e n t if ic a t io n  s h a ll  b e  e ffe c te d  b y  a ffix in g  a  

m e ta l ,  fib r e ,  p la s tic ,  o r  o th e r  p la te  d ir e c t ly  

t o  th e  e q u ip m e n t;  b y  u s in g  in d e lib le  in k ,  

a c id  o r  e le c tr ic  e tc h ,  s te e l d ie s , o r  a n y  o th e r  

le g ib le ,  p e r m a n e n t,  c o n s p ic u o u s ,  a n d  

ta m p e r - p r o o f m e th o d .  Id e n t if ic a t io n  s h a ll  

c o n s is t o f  th e  fo l lo w in g  m a r k in g s :

( A )  A n  in d ic a t io n  o f  G o v e r n m e n t o w n e r ­

s h ip  a n d  o f  th e  M il it a r y  D e p a r tm e n t r e ­

s p o n s ib le  fo r  fu n d in g  a n d  c o n tr o l  o f  th e  

p la n t  e q u ip m e n t,  a s  fo l lo w s :  A r m y — “ U S A ” , 

N a v y — “ U S N ” , A ir  F o r c e — “ U S A F ” , a n d  D e ­

fe n s e  S u p p ly  A g e n c y — “ U S D ” ; h o w e v e r ,  th e  

id e n t if ic a t io n  “ U .S .”  p r o p e r ty  s h a ll  n o t  b e

c h an g e d  so le ly  t o  c o n f o rm  t o  t h e  p ro v is io n s  
o f  t h i s  p a rag rap h ;

( B )  A  t w o -p a r t  id e n t i f i c a t i o n  n u m be r , 
f u rn i sh e d  by  t h e  G o v e rn m e n t ,  c o n s is t in g  
so le ly  o f  n u m e ra ls  e x c e p t  as p ro v id e d  i n  ( C )  
be lo w . T h e  f i rs t  p a r t  sh a l l  be  t h e  p ro p e r t y  
ac c o u n t  n u m be r ,  an d  t h e  se c o n d  p a r t  sh a l l  
be  a se r i a l  n u m b e r .  I n  c ase  p la n t  e q u ip m e n t  
f u rn i sh e d  by  t h e  G o v e rn m e n t  i s  a l re ad y  
i d e n t i f i e d  as p ro pe rt y  o f- a  M i l i t a ry  D e p a r t ­
m e n t , n o  c h an g e  sh a l l  be  m ad e  i n  t h e  m a rk ­
in g s,  e x c e p t  as p ro v id e d  i n  ( i v )  be lo w ; an d

( C )  I n  t h e  c ase  o f  i t e m s i n c lu d e d  w i t h i n  
a  s t an d a r d  D e p a r t m e n t a l  r e g i s t ra t i o n  sy s ­
t e m , f o r  e x am p le ,  au t o m o t i v e ,  c o n s t ruc t io n , 
o r w e i g h t -h a n d l i n g  e q u ip m e n t ,  ap p l i c a t i o n  
f o r  a  p ro p e r  r e g i s t ra t i o n  n u m be r  w i l l  be  
m ad e  t o  t h e  c o g n i z an t  D e p a r t m e n t ,  w h i c h  
n u m be r  s h a l l  be  use d  i n  l i e u  o f  an y  o t h e r  
i d e n t i f i c a t i o n  n um be r.

( i v )  G o v e rn m e n t  i d e n t i f i c a t io n  m ark in g s  
sh a l l  be  re m o v e d  p r i o r  t o  sale  o r sc rap p in g . 
T h e  m ark in g s  so  re m o v e d  s h a l l  be  sh o w n  o n  
t h e  ap p ro p r i a t e  d o c u m e n t s  in v o lv e d . I n  t h e  
c ase  o f  a  t ran s f e r  o f  f u n d i n g  an d  c o n t ro l  r e ­
sp o n s i b i l i t i e s  t o  o t h e r M i l i t a ry  D e p a r t m e n t s  
n e w  i d e n t i f i c a t io n  m ark in g s , i n  ac c o rdan c e  
w i t h  t h e  r e q u i r e m e n t s  o f  ( i i )  o r ( i i i )  abo v e , 
m ay  be  af f ix e d  u p o n  re c e i p t  o f  t h e  e q u ip m e n t  
by  t h e  re c e iv i n g  M i l i t a ry  D e p ar t m e n t .

( b )  R e cord in g  G o v e rn m e n t id e n tifica tio n  
n um b e rs . A ssi g n e d  G o v e rn m e n t  p ro p e r t y  
i d e n t i f i c a t io n  n u m be rs  w i l l  be  re c o rd e d  o n  
a l l  ap p l i c ab le  r e c e i v i n g  d o c um e n t s , sh i p p in g  
d o c um e n t s , an d  an y  o t h e r  d o c u m e n t s  p e r ­
t a i n in g  t o  t h e  p ro p e r t y  ac c o un t s.

J. C. L a mbe r t ,
M a jo r G ene ra l, U .S . A rm y ,

The  A d ju ta n t G ene ral.

[F J t .  Do c .  63-12240; F i le d , N o v .  22, 1963;
8 :4 5  a .m .]

Tit le 21— FOOD AND DRUGS
Chapt e r  I— Food an d  Dr ug Ad m in is­

t rat ion,  De par t m e nt  of  He alt h,  Edu ­

cat ion,  an d  W e lf a r e

SU BCH A P T ER A — G EN ERA L

PART 8— c o l o r  a d d it iv e s

Subpar t  D— List ing of  Color  Addit ive s 

for  Food Use  Exe m pt  From Cert ifi ­

cat ion

T a g e t e s M e a l ; Co n f i r ma t io n  o f  
E f f e c t iv e  Dat e

Pursuant to the provisions of the Fed­
eral Food, Drug, and Cosmetic Act (sec. 
706 (b )(1 ), (c ),  74 Stat. 399, 402; 21 
U.S.C. 376 (b )(1 ), (c) ) ,  and in accord­
ance w ith the authority delegated to the 
Commissioner of Food and Drugs by the 
Secretary of Health, Education, and 
W elfa re (25 FJt. 8625) notice is given 
that no objections were filed to the order 
published in the F e de r a l  R e g is t e r  of 
October 5, 1963 (28 F.R. 10749),  with 
reference to the color additive tagetes 
meal. Accordingly the amendment 
promulgated by that notice w ill be c o m e  
effective December 4, 1963.

(Se c .  7 0 6 ( b ) ( 1 ) ,  ( c ) ,  74 S t at . 399, 402; 21 

U.S .C . 3 7 6 ( b ) ( 1 ) ,  ( c ) )

D ated; November 19, 1963.

G e o . P. L a r r ic k ,
C om m is s ione r o f F ood  and  D rugs .

[F .R . Do c .  63-12267; F i l e d ,  N o v .  22, 1963; 
8 :5 0  a j n . ]
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