245.604

accordance with the terms of the
project agreement.

245.604 Restrictions on purchase or
retention of contractor inventory.

(1) Contractors authorized to sell in-
ventory may not knowingly sell the in-
ventory to any person or that person’s
agent, employee, or household member
if that person—

(i) Is a civilian employee of the DoD
or the U.S. Coast Guard; or

(ii) Is a member of the armed forces
of the United States, including the
Coast Guard; and

(iii) Has any functional or super-
visory responsibilities for or within the
Defense Reutilization and Marketing
Program, or for the disposal of con-
tractor inventory.

(2)(i) A contractor’s authority to ap-
prove a subcontractor’s sale, purchase,
or retention at less than cost, and the
subcontractor’s authority to sell, pur-
chase, or retain at less than cost if ap-
proved by a higher-tier contractor,
does not include authority to approve—

(A) A sale by a subcontractor to the
next-higher tier contractor or to an af-
filiate of such contractor or of the sub-
contractor; or

(B) A sale, purchase, or retention at
less than cost, by a subcontractor af-
filiated with the next higher-tier con-
tractor.

(ii) The written approval of the plant
clearance officer is required for each
excluded sale, purchase, or retention at
less than cost.

(3) Demilitarization. The contractor
shall demilitarize contractor inventory
possessing offensive or defense charac-
teristics, and not required within the
DoD, in accordance with Defense De-
militarization Manual, DoD 4160.21-M-
1. In unusual cases the plant clearance
officer may authorize the purchaser to
perform the demilitarization; however,
the purchaser shall not be granted such
authorization if the inventory is dan-
gerous.

(4) Classified inventory. Classified con-
tractor inventory shall be disposed of
in accordance with applicable security
regulations or as directed by the con-
tracting officer.

(5) Dangerous inventory. Contractor
inventory dangerous to public health
or safety shall not be donated or other-
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wise disposed of unless rendered innoc-
uous or until adequate safeguards have
been provided.

245.606 Inventory schedules.

245.606-3 Acceptance.

(a) If the schedules are acceptable,
the plant clearance officer shall, with-
in 15 days, complete and send the con-
tractor a DD Form 1637, Notice of Ac-
ceptance of Inventory.

(b) To assist in verifying inventory
allocability, the plant clearance officer
shall follow the instructions in 245.7201.

245.606-5 Instructions for preparing
and submitting schedules of con-
tractor inventory.

(d) General instructions for completing
forms.

(4) The contractor shall use the fol-
lowing codes together with the disposal
codes 1 through 9, X, and S (e.g., Al,
F7, SS) to indicate the condition of the
property—

A—New, used, repaired, or recondi-
tioned property; serviceable and
issuable to all customers without limi-
tations or restrictions; includes mate-
rial with remaining shelf life of more
than six months.

B—New, used, repaired, or recondi-
tioned property; serviceable and
issuable or for its intended purpose but
restricted from issue to specific units,
activities, or geographical areas be-
cause of its limited usefulness or short
service-life expectancy; includes mate-
rial and remaining shelf life of three to
six months.

F—Economically reparable property
which requires repair, overhaul or re-
conditioning; includes reparable items
which are radioactively contaminated.

H—Property which has been deter-
mined to be unserviceable and does not
meet repair criteria.

S—Property that has no value except
for its basic material content.

(e) Instructions for completing specific
forms.

(4) Inventory Schedule D (Special Tool-
ing and Special Test Equipment) (SF
1432).

(ii) Description. For termination in-
ventory included in a settlement pro-
posal, include cost of inventory ac-
quired for performance of the entire
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