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accuracy are desirable as a goal in order to
ensure that requirements are both valid and
appropriately time-phased.

(ii) If systems have accuracy levels below
these, the Contractor shall provide adequate
evidence that—

(A) There is no material harm to the Gov-
ernment due to lower accuracy levels; and

(B) The cost to meet the accuracy goals is
excessive in relation to the impact on the
Government;

(3) Provide a mechanism to identify, re-
port, and resolve system control weaknesses
and manual override. Systems should iden-
tify operational exceptions such as excess/re-
sidual inventory as soon as known;

(4) Provide audit trails and maintain
records (manual and those in machine read-
able form) necessary to evaluate system
logic and to verify through transaction test-
ing that the system is operating as desired;

(5) Establish and maintain adequate levels
of record accuracy, and include reconcili-
ation of recorded inventory quantities to
physical inventory by part number on a peri-
odic basis. A 95 percent accuracy level is de-
sirable. If systems have an accuracy level
below 95 percent, the Contractor shall pro-
vide adequate evidence that—

(i) There is no material harm to the Gov-
ernment due to lower accuracy levels; and

(ii) The cost to meet the accuracy goal is
excessive in relation to the impact on the
Government;

(6) Provide detailed descriptions of cir-
cumstances that will result in manual or
system generated transfers of parts;

(7) Maintain a consistent, equitable, and
unbiased logic for costing of material trans-
actions as follows:

(i) The Contractor shall maintain and dis-
close written policies describing the transfer
methodology and the loan/pay-back tech-
nique.

(ii) The costing methodology may be
standard or actual cost, or any of the inven-
tory costing methods in 48 CFR 9904.411-
50(b). The Contractor shall maintain consist-
ency across all contract and customer types,
and from accounting period to accounting
period for initial charging and transfer
charging.

(iii) The system should transfer parts and
associated costs within the same billing pe-
riod. In the few instances where this may not
be appropriate, the Contractor may accom-
plish the material transaction using a loan/
pay-back technique. The *“loan/pay-back
technique” means that the physical part is
moved temporarily from the contract, but
the cost of the part remains on the contract.
The procedures for the loan/pay-back tech-
nique must be approved by the ACO. When
the technique is used, the Contractor shall
have controls to ensure—

(A) Parts are paid back expeditiously;
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(B) Procedures and controls are in place to
correct any overbilling that might occur;

(C) Monthly, at a minimum, identification
of the borrowing contract and the date the
part was borrowed; and

(D) The cost of the replacement part is
charged to the borrowing contract;

(8) Where allocations from common inven-
tory accounts are used, have controls (in ad-
dition to those in paragraphs (e)(2) and (7) of
this clause) to ensure that—

(i) Reallocations and any credit due are
processed no less frequently than the routine
billing cycle;

(i) Inventories retained for requirements
that are not under contract are not allocated
to contracts; and

(iii) Algorithms are maintained based on
valid and current data;

(9) Regardless of the provisions of FAR
45.505-3(f)(1)(ii), have adequate controls to
ensure that physically commingled inven-
tories that may include material for which
costs are charged or allocated to fixed-price,
cost-reimbursement, and commercial con-
tracts do not compromise requirements of
any of the standards in paragraphs (e)(1)
through (8) of this clause. Government-fur-
nished material shall not be—

(i) Physically commingled with other ma-
terial; or

(ii) Used on commercial work; and

(10) Be subjected to periodic internal re-
views to ensure compliance with established
policies and procedures.

(End of clause)

[65 FR 77834, Dec. 13, 2000, as amended at 70
FR 67921, Nov. 9, 2005]

252.242-7005 Cost/Schedule Status Re-
port.

As prescribed in 242.1107-70(b),
the following clause:

use

COST/SCHEDULE STATUS REPORT (MAR 2005)

(a) The Contractor shall use management
procedures in the performance of this con-
tract that provide for—

(1) Planning and control of costs;

(2) Measurement of performance (value for
completed tasks); and

(3) Generation of timely and reliable infor-
mation for the cost/schedule status report (C/
SSR).

(b) As a minimum, these procedures must
provide for—

(1) Establishing the time-phased budgeted
cost of work scheduled (including work au-
thorization, budgeting, and scheduling), the
budgeted cost for work performed, the actual
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cost of work performed, the budget at com-
pletion, the estimate at completion, and pro-
visions for subcontractor performance meas-
urement and reporting;

(2) Applying all direct and indirect costs
and provisions for use and control of man-
agement reserve and undistributed budget;

(3) Incorporating changes to the contract
budget base for both Government directed
changes and internal replanning;

(4) Establishing constraints to preclude
subjective adjustment of data to ensure that
performance measurement remains realistic.
The total allocated budget may exceed the
contract budget base only after consultation
with the Contracting Officer. For cost-reim-
bursement contracts, the contract budget
base shall exclude changes for cost growth
increase, other than for authorized changes
to the contract scope; and

(5) Establishing the capability to accu-
rately identify and explain significant cost
and schedule variances, both on a cumu-
lative basis and projected at completion
basis.

(c) The Contractor may use a cost/schedule
control system that has been recognized by
the cognizant Administrative Contracting
Officer (ACO) as complying with the earned
value management system criteria provided
in DoDI 5000.2, Operation of the Defense Ac-
quisition System.

(d) The Government may require inte-
grated baseline reviews. Such reviews shall
be scheduled as early as practicable and
should be conducted within 180 calendar days
after (1) contract award, (2) the exercise of
significant contract options, or (3) the incor-
poration of major modifications. The objec-
tive of the integrated baseline review is for
the Government and the Contractor to joint-
ly assess areas, such as the Contractor’s
planning, to ensure complete coverage of the
statement of work, logical scheduling of the
work activities, adequate resourcing, and
identification of inherent risks.

(e) The Contractor shall provide access to
all pertinent records, company procedures,
and data requested by the ACO, or author-
ized representative, to—

(1) Show proper implementation of the pro-
cedures generating the cost and schedule in-
formation being used to satisfy the C/SSR
contractual data requirements to the Gov-
ernment; and

(2) Ensure continuing application of the ac-
cepted company procedures in satisfying the
C/SSR data item.

(f) The Contractor shall submit any sub-
stantive changes to the procedures and their
impact to the ACO for review.

(9) The Contractor shall require a subcon-
tractor to furnish C/SSR in each case where
the subcontract is other than firm-fixed-
price, is 12 months or more in duration, and
has critical or significant tasks related to
the prime contract. Critical or significant
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tasks shall be defined by mutual agreement
between the Government and Contractor.
Each subcontractor’s reported cost and
schedule information shall be incorporated
into the Contractor’s C/SSR.

(End of clause)

[62 FR 9992, Mar. 5, 1997, as amended at 62 FR
34135, June 24, 1997; 63 FR 11549, Mar. 9, 1998;
70 FR 14576, Mar. 23, 2005]

252.242-7006 Cost/Schedule Status Re-
port Plans.

As prescribed in 242.1107-70(c), use the
following provision:

COST/SCHEDULE STATUS REPORT PLANS (MAR
2005)

(a) The offeror shall submit a written sum-
mary of the management procedures it will
establish, maintain, and use in the perform-
ance of any resultant contract to comply
with the requirements of the clause at
252.242-7005, Cost/Schedule Status Report.

(b) If the offeror proposes to use a cost/
schedule control system that has been recog-
nized by the cognizant Administrative Con-
tracting Officer as complying with the
earned value management system criteria of
DoDI 5000.2, Operation of the Defense Acqui-
sition System, the offeror may submit a
copy of the documentation of such recogni-
tion instead of the written summary re-
quired by paragraph (a) of this provision.

(End of provision)

[62 FR 9992, Mar. 5, 1997, as amended at 62 FR
34135, June 24, 1997; 70 FR 14576, Mar. 23, 2005]

252.243-7000 [Reserved]

252.243-7001 Pricing of contract modi-
fications.

As prescribed in 243.205-70, use the
following clause:

PRICING OF CONTRACT MODIFICATIONS (DEC
1991)

When costs are a factor in any price ad-
justment under this contract, the contract
cost principles and procedures in FAR part
31 and DFARS part 231, in effect on the date
of this contract, apply.

(End of clause)

[56 FR 36479, July 31, 1991, as amended at 66
FR 49865, Oct. 1, 2001]
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