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H.1 

PROPOSAL PREPARATION COSTS 

The costs for preparation of cost proposals, technical proposals and for various administrative costs applicable to all 
contract actions will be charged in a manner consistent with the Contractor’s approved cost accounting system. 

H.2  

 
CONTRACTOR ACQUIRED EQUIPMENT COSTS 
 
(a) ) Contrary to FAR 52.245-1, uUnless authorized in writing by the Contracting Officer, the government wishes to 
avoid taking title to contractor-acquired equipment.  The Contractor shall not treat any item as fully expensed (direct 
item of cost) unless that item is identified in its proposal as a direct item of cost.  Furthermore, the Contractor shall 
not incur costs associated with the acquisition or fabrication of any item of equipment to be treated as fully 
expensed (direct item of cost), whether as identified as such in its proposal or not, without prior written approval of 
the Contracting Officer. 
 
(b) The preferred accounting/billing method for contractor-acquired equipment is through depreciation or a use rate.  
The government shall not assert any claim of title to any equipment expensed under the contract through 
depreciation or a use rate.  Costs for contractor owned equipment and “capital lease” equipment (Capital lease is 
defined in Financial Accounting Standards No. 13) shall be accounted for and billed in accordance with FAR 
31.205-11 (Depreciation) and applicable Cost Accounting Standards (CAS).  Depreciation shall distribute the cost 
of the asset, less estimated residual value, over the estimated useful life of the asset in a systematic and logical 
manner.  Costs for equipment acquired under an “operating lease” (as defined in Financial Accounting Standards 
No. 13) shall be accounted for and billed in accordance with FAR 31.205-36 (Rental Costs). 
 
 
H.3 
 
FABRICATION OR ACQUISITION OF NONEXPENDABLE PROPERTY 
 
The Contractor shall not fabricate nor acquire under this contract, either directly or indirectly through a subcontract, 
any item of nonexpendable property without written approval from the Contracting Officer.  The equipment is 
subject to the provisions of FAR 52.245-1, Government Property incorporated by reference in Section I. 
 
 
H.4   
 
SECURITY REQUIREMENTS 
 
(a)  The Contractor and its subcontractors shall comply with all security requirements specified in the contract as 
well as all activity security requirements. Upon request, the Contractor shall submit the name and address of all 
personnel hired for work on this contract, and questionnaires, and other forms as may be required for security 
clearances. 
 
(b) Contractor and subcontractor employees shall not disclose or cause to be disseminated any information 
concerning the operations of the activity which could result in or increase the likelihood of the possibility of a 
breach of the activity's security or interrupt the continuity of its operations. 
 
(c)  Disclosure of information relating to the services hereunder to any person not entitled to receive it, or failure to 
safeguard any classified information that may come to the attention of the Contractor or any person under his 
control in connection with work under this contract, may subject the Contractor, his agents or employees to criminal 
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liability under 18 U.S.C. Sec. 793, "Gathering, Transmitting, or Losing Defense Information," 18 U.S.C. Sec. 794 
“Gathering or Delivering Defense Information to Aid Foreign Government” and 18 U.S.C. Sec. 798, "Disclosure of 
Classified Information" 
 
(d)  Deviations from or violations of any of the provisions of this contract requirement will, in addition to all other 
criminal and civil remedies provided by law, subject the Contractor to immediate termination for default and/or the 
withdrawal of the Government's acceptance and approval of employment of the individuals involved. 
 
(e)  Classified and/or politically sensitive material shall not be released without prior written consent of the 
Contracting Officer, or as expressly stated in the statement of work. In the event the Contractor requires access to 
classified information during performance, procedures prescribed by FAR 4.4 for safeguarding classified 
information shall apply. 
 
Note:  FAR 52.204-2, “Security Requirements” (Aug 1996) incorporated by reference in Section I. 
 
H.5   
 
CONTRACTOR GENERATED AND/OR COLLECTED INFORMATION 
 
(a)  Information generated and/or collected by the Contractor in the performance of this contract, in any media (e.g. 
electronic, paper, etc.), is considered to be Government owned and must be returned to the possession of the 
Government upon termination of the contractor’s services or at the completion of the contract whichever first 
occurs.  This shall include, but not be limited to any statements of work, performance work statements, data 
collected concerning facility/utility usage, data collected concerning consumption of materials and supplies, logs 
and records, maintenance records, inventories, databases, Standard Operating Procedures (SOP) and drawings. 
 
(b)  The Government shall have unrestricted access to the Contractor’s management information systems (MIS). 
 
H.6 

INDIRECT RATE CEILING 

 
The indirect rates as detailed in Indirect Rate and Award Fee Rate Submission Maximum (Ceiling) Indirect Rates, 
Section J, Attachment JH-2, will be incorporated into the contract and establish ceiling rates for the Contractor’s 
indirect rate pools.  Any amount incurred by the Contractor above the ceiling rate shall be unallowable unless 
otherwise authorized by the Contracting Officer.  The ceiling rates represent the maximum indirect rates that may be 
charged on any effort performed under the contract.  Should actual indirect rates experienced during performance of 
the contract be lower than those shown on Attachment JH-2, the actual rates will be charged.  The Procuring 
Contracting Officer will consider increases to indirect rate ceilings in the following types of circumstances: changes 
in law/statute (e.g., fringe benefit rate increase due to change in employer Social Security rate) or contractor 
accounting practice changes (e.g., G&A base changed from direct labor dollars to total cost input). 
 
H.7 
 
FINANCIAL MANAGEMENT  
 
The Contractor shall establish a financial management program to effectively manage the contract.  This program 
will ensure cost and workload data is current, accurate, complete, and available to authorized Government and 
Contractor representatives when needed. 
 
Monthly Financial Tracking Report.  At a minimum, a monthly financial tracking report shall be submitted to the 
Government no later than the tenth workday of the following month for the previous month's activities that includes, 
by annex/technical specification and fund source: (1) incurred costs (actuals and commitments), (2) funding, and (3) 
budget/cost variance analysis.  The report shall also provide data for updating and forecasting contract fund 
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requirements in total and at the annex/technical specification; planning and decision making on funding changes in 
the contract; and a time-phased budget baseline plan against which performance is measured. 
 
Additional requirements may be identified by the ACO, with a 30-day advance notice requirement to the Contractor. 
 


