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(vi) The contractor’s financial capa-
bility.

(vii) Any supplementary written in-
structions from the contracting office.

(b) Contracts at or below the sim-
plified acquisition threshold should not
normally require production surveil-
lance.

(¢c) In planning and conducting sur-
veillance, contract administration of-
fices shall make maximum use of any
reliable contractor production control
or data management systems.

(d) In performing surveillance, con-
tract administration office personnel
shall avoid any action that may (1) be
inconsistent with any contract require-
ment or (2) result in claims of waivers,
of changes, or of other contract modi-
fications.

[48 FR 42370, Sept. 19, 1983, as amended at 60
FR 34759, July 3, 1995]

42.1105 Assignment of criticality des-
ignator.

Contracting officers shall assign a
criticality designator to each contract
in the space for designating the con-
tract administration office, as follows:

Criticality

Designator Criterion

A Critical contracts, including DX-rated contracts
(see subpart 11.6), contracts citing the au-
thority in 6.302-2 (unusual and compelling
urgency), and contracts for major systems.

B Contracts (other than those designated “A”) for
items needed to maintain a Government or
contractor production or repair line, to pre-
clude out-of-stock conditions or to meet user
needs for nonstock items.

C All contracts other than those designated “A”
or “B.”

[48 FR 42370, Sept. 19, 1983, as amended at 50
FR 1745, Jan. 11, 1985; 50 FR 52429, Dec. 23,
1985; 60 FR 48249, Sept. 18, 1995]

42,1106 Reporting requirements.

(a) When information on contract
performance status is needed, con-
tracting officers may require contrac-
tors to submit production progress re-
ports (see 42.1107(a)). Reporting re-
quirements shall be limited to that in-
formation essential to Government
needs and shall take maximum advan-
tage of data output generated by con-
tractor management systems.

(b) Contract administration offices
shall review and verify the accuracy of
contractor reports and advise the con-
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tracting officer of any required action.
The accuracy of contractor-prepared
reports shall be verified either by a
program of continuous surveillance of
the contractor’s report-preparation
system or by individual review of each
report.

(c) The contract administration of-
fice may at any time initiate a report
to advise the contracting officer (and
the inventory manager, if one is des-
ignated in the contract) of any poten-
tial or actual delay in performance.
This advice shall (1) be in writing, (2)
be provided in sufficient time for the
contracting officer to take necessary
action, and (3) provide a definite rec-
ommendation, if action is appropriate.

42.1107

(a) The contracting officer shall in-
sert the clause at 52.242-2, Production
Progress Reports, in solicitations and
contracts when production progress re-
porting is required; unless a facilities
contract, a construction contract, or a
Federal Supply Schedule contract is
contemplated.

(b) When the clause at 52.242-2 is
used, the contracting officer shall
specify appropriate reporting instruc-
tions in the Schedule (see 42.1106(a)).

Contract clause.

Subpart 42.12—Novation and
Change-of-Name Agreements

42,1200 Scope of subpart.

This subpart prescribes policies and
procedures for—

(a) Recognition of a successor in in-
terest to Government contracts when
contractor assets are transferred;

(b) Recognition of a change in a con-
tractor’s name; and

(c) Execution of novation agreements
and change-of-name agreements by the
responsible contracting officer.

42,1201 [Reserved]

42,1202 Responsibility for executing
agreements.

The contracting officer responsible
for processing and executing novation
and change-of-name agreements shall
be determined as follows:
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(a) If any of the affected contracts
held by the transferor have been as-
signed to an administrative con-
tracting officer (ACO) (see 2.1 and
42.202), the responsible contracting offi-
cer shall be—

(1) This ACO; or

(2) The ACO responsible for the cor-
porate office, if affected contracts are
in more than one plant or division of
the transferor.

(b) If none of the affected contracts
held by the transferor have been as-
signed to an ACO, the contracting offi-
cer responsible for the largest unset-
tled (unbilled plus billed but unpaid)
dollar balance of contracts shall be the
responsible contracting officer.

(c) If several transferors are involved,
the responsible contracting officer
shall be—

(1) The ACO administering the larg-
est unsettled dollar balance; or

(2) The contracting officer (or ACO)
designated by the agency having the
largest unsettled dollar balance, if
none of the affected contracts have
been assigned to an ACO.

42,1203 Processing agreements.

(a) If a contractor wishes the Govern-
ment to recognize a successor in inter-
est to its contracts or a name change,
the contractor must submit a written
request to the responsible contracting
officer (see 42.1202). If the contractor
received its contract under Subpart 8.7
under the Javits-Wagner-O’Day Act,
use the procedures at 8.716 instead.

(b) The responsible contracting offi-
cer shall—

(1) Identify and request that the con-
tractor submit the information nec-
essary to evaluate the proposed agree-
ment for recognizing a successor in in-
terest or a name change. This informa-
tion should include the items identified
in 42.1204 (e) and (f) or 42.1205(a), as ap-
plicable;

(2) Notify each contract administra-
tion office and contracting office af-
fected by a proposed agreement for rec-
ognizing a successor in interest, and
provide those offices with a list of all
affected contracts; and

(3) Request submission of any com-
ments or objections to the proposed
transfer within 30 days after notifica-

42.1203

tion. Any submission should be accom-
panied by supporting documentation.

(c) Upon receipt of the necessary in-
formation, the responsible contracting
officer shall determine whether or not
it is in the Government’s interest to
recognize the proposed successor in in-
terest on the basis of—

(1) The comments received from the
affected contract administration of-
fices and contracting offices;

(2) The proposed successor’s responsi-
bility under subpart 9.1, Responsible
Prospective Contractors; and

(3) Any factor relating to the pro-
posed successor’s performance of con-
tracts with the Government that the
Government determines would impair
the proposed successor’s ability to per-
form the contract satisfactorily.

(d) The execution of a mnovation
agreement does not preclude the use of
any other method available to the con-
tracting officer to resolve any other
issues related to a transfer of con-
tractor assets, including the treatment
of costs.

(e) Any separate agreement between
the transferor and transferee regarding
the assumption of liabilities (e.g., long-
term incentive compensation plans,
cost accounting standards noncompli-
ances, environmental cleanup costs,
and final overhead costs) should be ref-
erenced specifically in the novation
agreement.

(f) Before novation and change-of-
name agreements are executed, the re-
sponsible contracting officer shall en-
sure that Government counsel has re-
viewed them for legal sufficiency.

(g) The responsible contracting offi-
cer shall (1) forward a signed copy of
the executed novation or change-of-
name agreement to the transferor and
to the transferee and (2) retain a signed
copy in the case file.

(h) Following distribution of the
agreement, the responsible contracting
officer shall—

(1) Prepare a Standard Form 30,
Amendment of Solicitation/Modifica-
tion of Contract, incorporating a sum-
mary of the agreement and attaching a
complete list of contracts affected;

(2) Retain the original Standard
Form 30 with the attached list in the
case file;
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