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Chapter 8 Special Categories of 
Contracts

SECTION 1 SUPPLEMENTAL POLICY AND PROCEDURE

8.1.1 General
Certain Postal Service requirements must by nature receive distinctive
treatment. This chapter identifies those requirements and addresses some of
them in detail, providing policy and procedures that supplement those
contained in the other chapters of the Procurement Manual. This chapter
may in turn be supplemented by other policy and procedural issuances
discussed in 8.1.2.

8.1.2 Other Policy and Procedure Directives
8.1.2.a Authority. Exhibit 8.1.2 shows, by requirement category, the Postal Service

policy-originating officials authorized to issue policy and procedural directives that
supplement this manual, subject to approval by the approving officials designated
in the exhibit.

8.1.2.b Issuance

1. A copy of each directive issued under paragraph a above must be provided,
upon issuance, to Policies, Planning, and Diversity.

2. Copies of each directive issued under paragraph a above must be made
available to the public upon request, consistent with any restriction on
disclosure (see 1.7.4).

8.1.2.c Applicability. Policy-originating officials must verify, at least annually, the currency
and continuing applicability of each supplemental policy and procedural directive
issued under this part 8.1.2. Any changes to a directive must be issued and
distributed in the same manner as the original directive.

 Sam
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Supplemental Policy and Procedural Authority

R i t C t
Policy-Originating 

O i ti A i Offi i lRequirement Category
Policy Originating 

Organization Approving Official

Accounting and Financial Audit
Services

Finance & Planning VP Purchasing & Materials

Advertising Marketing & Sales VP Purchasing & Materials

Appraisal Services Facilities VP Facilities

Arbitration Services Labor Relations VP Purchasing & Materials

Architect-Engineer Services Purchasing & Materials VP Purchasing & Materials

Banking Services Finance & Planning VP Finance & Planning

Brokerage Services Facilities VP Facilities

Construction Purchasing & Materials VP Purchasing & Materials

Fiscal Services Finance & Planning VP Purchasing & Materials

Fuel Policies, Planning 
& Diversity

VP Purchasing & Materials

Information Services Information Systems VP Purchasing & Materials

International Postal Agree-
ments

International VP Purchasing & Materials

Law Enforcement Chief Inspector VP Purchasing & Materials

Leasing Facilities VP Facilities

Legal Services General Counsel VP Purchasing & Materials

Licensing of Non-Postal-
Owned Rights for Postal Use

Policies, Planning 
& Diversity

VP Purchasing & Materials

Licensing of Postal Rights Marketing & Sales VP Purchasing & Materials

Literary and Artistic Works Corporate Relations VP Purchasing & Materials

Mail Transportation Services Purchasing & Materials VP Purchasing & Materials

Medical Services Employee Relations VP Purchasing & Materials

Postal Rate Commission Pur-
chases

Postal Rate Commission Postal Rate Commission

Printing Printing Procurement VP Purchasing & Materials

Research & Development Engineering VP Purchasing & Materials

Revenue-Producing 
Contracts

Policies, Planning 
& Diversity

VP Purchasing & Materials

Stamp Design Customer Service Support VP Purchasing & Materials

Structured Contracts Policies, Planning 
& Diversity

VP Purchasing & Materials

Surveying Services Facilities VP Facilities

Title Abstracting Services Facilities VP Facilities

Title Insurance Purchases Facilities VP Facilities

Uniforms Labor Relations VP Purchasing & Materials

Supplemental Policy and Procedural Authority
Exhibit 8.1.2
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8.1.3 Contract Formation Considerations
8.1.3.a Evaluation of Technical Factors. The need for technical excellence is an

important consideration in many of the procurements covered in this chapter,
such as professional services and research and development. In such
procurements, the contracting officer must establish technical evaluation factors
that will result in the selection of superior performers at reasonable prices.
Although price must be evaluated, it should not be the principal award factor for
such procurements, unless the solicitation is restricted to approved sources or
prequalified contractors (see 3.1.6).

8.1.3.b Recurring Requirements. In many instances, the requirements listed in exhibit
8.1.2 are needed in small quantities on a recurring basis. Therefore, the
contracting officer should consider the use of ordering agreements under which
supplies or services may be purchased by oral or written delivery order.

SECTION 2 PROFESSIONAL AND CONSULTANT SERVICES

8.2.1 Professional Services
8.2.1.a Definition. Professional services means services performed by members of

professions of recognized status, such as accounting, architecture, engineering,
law, medicine, the sciences, and teaching.

8.2.1.b Licenses. When purchasing professional services for which individuals are
normally required to be licensed (such as medical, legal, accounting, and
architecture), the solicitation must require a license as a prerequisite to award.
Acceptable licenses may be limited to those issued by a particular state or entity,
but only when local expertise is necessary to successful performance.

8.2.1.c Clauses

1. All contracts for professional services must include the following clauses:

(a) Clause 8-1, Nondisclosure (Professional Services). The clause may be
modified with the approval of the policy-originating official designated in
exhibit 8.1.2.

(b) Clause 8-2, Conflict of Interest.

(c) Clause 8-3, Inspection of Professional Services. The clause provides for
inspection of the professional’s work product and acceptance of only
those products that meet reasonable professional standards. It is to be
used in lieu of, not in addition to, the standard inspection clauses
prescribed in 2.2.1.b.2.

(d) Clause 8-5, Records Ownership. The clause gives the Postal Service
ownership of contract files, including copies of all contractor work
papers.

2. In addition to the clauses prescribed in subparagraph c.1 preceding, Clause
8-4, Invoices (Professional Services), must be included in all non-fixed-price
contracts for professional services. The clause requires presentation of
invoices showing who performed the services, the hours and partial hours of
service provided each day, and the services provided each hour or partial
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hour. Contractors may be allowed to set minimum charges for partial hours
or days.

3. The contracting officer should consider including Clause 8-6, Key Personnel,
in contracts for professional services. The clause requires use of the key
personnel identified in the contractor’s proposal, unless the contracting
officer approves substitution. It provides for contract termination for failure to
comply.

8.2.2 Consultant Services
8.2.2.a Definition. Consultant services are services provided by expert individuals or

firms possessing exceptional qualifications in a particular technical or
professional field.

8.2.2.b Use. Consultant services are used to enhance the understanding of complex
issues and to provide new insights into alternate solutions to, or
recommendations on, business or decision-making functions of a postal
organization. Consultants do not involve themselves in the day-to-day operations
of postal organizations except for the purpose of studying them, nor do they work
under the immediate direction and control of postal employees.

8.2.2.c Approval. All contracts for consultant services must be approved in accordance
with Management Instruction AS-710-92-3, Contracting for Consultant Services.

SECTION 3 INFORMATION SYSTEMS

8.3.1 Definitions
8.3.1.a Commercial software. Computer software used regularly for other than

government purposes by the general public.

8.3.1.b Computer. Defined in 9.3.1.

8.3.1.c Computer software. Defined in 9.3.1.

8.3.1.d Hardware. Computers and peripheral machines.

8.3.1.e Information systems. All types and categories of computer and
telecommunication systems, hardware, software, and services.

8.3.1.f System life cost. All costs associated with acquiring, operating, and maintaining
an information system, including conversion, environmental (such as heating,
ventilation, air conditioning), training, and support service costs from the date the
system is acquired until it is no longer needed for Postal Service use.

8.3.2 Policy
8.3.2.a General. Even small-dollar information systems procurements may involve

questions of system compatibility, expansion potential, and other complex issues.
Information Systems researches, tests, and evaluates information systems and
components to ensure quality and intersystem communication capability.
Purchasing & Materials’s Policies, Planning, and Diversity develops and
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implements procurement strategies and standards for information systems and
components. Therefore, it is the policy of the Postal Service to acquire
information systems in accordance with those technical standards established by
Information Systems and concurred in by the VP, Purchasing & Materials.

8.3.2.b Information Systems Guidance

1. Technical Standards. Information Systems conducts market research and
technical evaluations of information systems suppliers, as part of or before
solicitation and contract award. Companies interested in having their
products or services evaluated by Information Systems must submit a
request to Information Systems.

2. Technical Bulletins. Information Systems periodically issues standards and
policy interpretation in the form of Technical Bulletins. These bulletins are
supplements to the procedures in the relevant handbook.

8.3.2.c Sources

1. Postal Services Sources. Postal Service sources are described in 3.1.2
(existing assets) and 3.1.3 (national and area contracts and ordering
agreements). In considering the use of existing assets, benefits must be
weighed against maintenance and repair costs, and risks associated with
malfunctions. Even when use of national and area contracts or ordering
agreements is not mandatory, information systems must be obtained from
such sources when the supplies or services available will meet user
requirements.

2. General Services Administration (GSA) Sources

(a) GSA makes multiple-award schedule contracts (MASCs) (see
3.1.5.b.2(b)(2)) annually in three categories:  Schedule A for
general-purpose hardware and commercial software, Schedule B for
general-purpose (off-line) peripherals, and Schedule C for end-user
hardware and software. All three schedules contain maximum order
limitations based on price and quantity. Current schedules are available
from

GSA SCHEDULE DIVISION (KESA) 
18TH AND F STREETS NW 
WASHINGTON DC 20405-0001

Purchasing offices may place orders against MASCs when:

(1) The requirement cannot be met by a Postal Service source;

(2) The MASC meets the user’s quality and delivery requirements; and

(3) The price is reasonable and competitive with commercial sources.

(b) In addition to MASCs, GSA maintains national requirements contracts
and area contracts. Current schedules for teleprocessing services may
be obtained from

GSA TELECOMMUNICATIONS PROCUREMENT DIVISION (KET) 
18TH AND F STREETS NW 
WASHINGTON DC 20405-0001

Lists for other requirements are available from

GSA REGIONAL INFORMATION SERVICES OFFICE (KEC) 
18TH AND F STREETS NW 
WASHINGTON DC 20405-0001

Purchasing offices may place orders against these contracts when:

(1) The requirement cannot be met by a Postal Service source;
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(2) The GSA contract meets the user’s quality and delivery
requirements; and

(3) The price is reasonable and competitive with other commercial
sources.

3. Commercial Sources

(a) Information systems may be purchased using simplified procedures,
subject to the applicable ceiling (see 4.3.1.b) and to technical standards
contained in Information Systems Technical Bulletins.

(b) Information Systems must approve in advance, for compatibility and
other technical considerations, any proposed purchase over $50,000,
whatever the purchasing method. Evaluation for contract award must
include a system life cost basis analysis.

8.3.3 Solicitation Provisions
8.3.3.a Provision 8-1, Demonstrability, must be included in solicitations for commercial

hardware or software when a system test using Postal Service test data is
required.

8.3.3.b Provision 8-2, Functional Demonstration, must be included in solicitations for
commercial hardware or software when a functional demonstration of one or
more products is required.

8.3.3.c Provision 8-3, System Integrity, must be included in contracts for third-party
software installed on all computer systems in the possession of the Postal
Service, with the exception of personal computers.

8.3.4 Clauses
8.3.4.a Clause 8-7, Inspection and Acceptance — Systems, must be included in

contracts for computers with a unit price greater than $50,000. This clause is to
be used in lieu of, not in addition to, the inspection clauses prescribed in
2.2.1.b.2. If a computer contract covers other supplies or services also, one of the
standard inspection clauses prescribed in 2.2.1.b.2 must be included for the other
supplies or services.

8.3.4.b Clause 8-8, Liquidated Damages — Industrial Supply or Service Items Not Ready
for Use, filled in appropriately, must be included in systems contracts when the
use of this clause is justified as prescribed by 2.2.6.

8.3.4.c Clause 8-9, Use of Hardware or Software Monitors, must be included in contracts
whenever monitors will be attached to a computer system.

8.3.4.d Clause 8-10, Site Preparation, must be included in contracts whenever the Postal
Service must specially prepare a site for installation of an information system.

8.3.4.e Clause 8-11, Software License Warranty and Indemnification, must be included in
contracts whenever software is procured by license from the contractor.

8.3.4.f Clause 8-12, Software Development Warranty, must be included in contracts for
customized software.

8.3.4.g Clause 8-13, Warranty Exclusion and Limitation of Damages, must be included in
all contracts for information systems.
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SECTION 4 RESEARCH AND DEVELOPMENT

8.4.1 Definitions
8.4.1.a Applied research. A study concentrated on limited areas and directed toward

specific practical ends.

8.4.1.b Basic research. A systematic, intensive study directed toward fuller scientific
knowledge or understanding and prompted primarily by the desire to pursue
knowledge for its own sake rather than for any immediate practical application.

8.4.1.c Research announcement. A general announcement of the Postal Service’s
research interests, including criteria for selecting proposals and soliciting
participation of all offerors capable of satisfying the Postal Service’s needs.

8.4.1.d Development. Reduction to a useful form — such as a material, device, system,
or method — of the findings and understandings derived from research. It
includes the design and testing of prototypes and new processes to achieve
specific functional requirements and characteristics.

8.4.1.e Educational institution. Any corporation, foundation, trust, or state or local
government entity operated primarily as an institution of higher learning that
offers a course of general studies leading to the granting of academic degrees.

8.4.1.f Engineering. The effort to refine the materials, devices, systems, methods,
prototypes, and processes derived from research and development, in order to
apply them to specific uses and technologies.

8.4.1.g Nonprofit organization. Any corporation, foundation, trust, or other entity that is
operated for scientific, educational, or medical purposes and is not organized for
profit. No private shareholder or individual may profit from such a corporation’s
net earnings.

8.4.2 General Policy
8.4.2.a It is the policy of the Postal Service to encourage participation of the broadest

possible base of contractor sources in solving technological problems and
advancing postal technology.

8.4.2.b When in the interest of the Postal Service, appropriate incentives may be
provided to the industrial community to develop new products or equipment
through its own resources.

8.4.2.c The use of educational institutions and nonprofit organizations as contractors is
encouraged, when appropriate, to further scientific and technological
advancements that will modernize and streamline postal operations. University
research organizations should be considered a primary source for basic
research; they should also be solicited, whenever feasible, for applied research
requirements.

8.4.2.d Contracts for research, engineering, and development may be entered into with
individuals under the same general terms and conditions governing contracting
with business organizations. When contracting with individuals, prices or pay
rates must be determined on a case-by-case basis, taking into account the
importance of the contract, the individual’s status and professional reputation,
and the prices or rate paid previously for similar work. Postal Service or federal
pay rates are not an appropriate guide.
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8.4.3 Source Development
8.4.3.a Source Identification

1. Technical and purchasing personnel are responsible for cooperating in an
ongoing effort to identify the sources best qualified to meet the Postal
Service’s research and development (R&D) needs.

2. Data furnished by sources seeking R&D work should be reviewed jointly by
technical and purchasing personnel.

3. Special R&D solicitation mailing lists should be established when warranted.

8.4.3.b Source Review. Depending on the type of R&D sought, potential sources may
range from only a few to several hundred. When sources in a particular R&D area
are numerous, technical and purchasing personnel must periodically review
source qualifications with a view to retaining only those sources that are
demonstrably qualified.

8.4.3.c Publicizing. Postal Service R&D goals may be publicized using appropriate
methods described in 2.1.2.b.

8.4.4 Contracting Procedures
8.4.4.a Solicitation

1. Competitive

(a) Sources. Unless the contracting officer determines that unrestricted
solicitation of sources is in the Postal Service’s interest, solicitation must
be limited to prequalified contractors (see 3.1.6).

(b) Formats. When the standard solicitation format prescribed in appendix A
is not suitable and use of a short form research contract (see 8.4.5) is
not authorized, the contracting officer may use individually addressed
letters, circulars, or notices, provided that they contain the terms,
conditions, and other provisions required by this Procurement Manual.

(c) Proposal Evaluation Factors. Since an offeror’s approach to the
statement of work requirements is the primary consideration in awarding
an R&D contract, the solicitation must state the factors that will be used
in comparing proposed approaches. While assigned numerical weights
need not be shown, the relative importance of the factors must be made
clear. The following factors should be included in the solicitation as
applicable:

(1) Understanding of the statement of work, as shown by the scientific,
technical, or analytical approach proposed;

(2) Competence and experience of proposed professional personnel;

(3) Innovative ideas pertinent to the requirement;

(4) Availability and planned use of facilities;

(5) Willingness to devote resources to the proposed work;

(6) Proposed management and organizational structure; and

(7) Experience and record of past performance.

2. Research Announcements

(a) The Postal Service uses research announcements with peer or scientific
review for the procurement of basic and applied R&D. Research
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announcements may be used to fulfill requirements for scientific study
and experimentation directed toward advancing the state of the art or
increasing knowledge or understanding, as well as R&D focused on a
specific system or hardware solution.

(b) Contracting Officers may use the research announcement technique
when meaningful proposals with varying technical/scientific approaches
can be reasonably anticipated. The research announcement, together
with any supporting documents, must:

(1) Describe the Postal Service’s research interest, either for an
individual program requirement or for broadly defined areas of
interest covering the full range of requirements;

(2) Describe the factors for acceptance of proposals, their relative
importance, and the method of evaluation;

(3) Specify the period of time during which proposals submitted in
response to the research announcement will be accepted; and

(4) Contain instructions for the preparation and submission of
proposals.

(c) Notice of availability of the research announcement must be published
in the Commerce Business Daily and may also be published in scientific,
technical, or engineering periodicals. The notice must be published no
less frequently than annually.

(d) Proposals received as a result of the research announcement must be
evaluated in accordance with the stated evaluation factors through a
peer or scientific review process under the procedures set forth in the
relevant handbook. Written evaluation reports on individual proposals
are required, but proposals should not be evaluated against each other,
since they are not submitted in accordance with a common work
statement.

(e) The primary bases for acceptance of proposal must be technical
excellence, importance to Postal Service programs, and fund availability.
Cost realism and reasonableness must also be considered to the extent
appropriate.

(f) Once a proposal is received, communication between scientific or
engineering personnel and the principal investigator is permitted for
clarification purposes only.

(g) Synopsis of contract awards based upon proposals received under the
research announcement is not required.

(h) Proposals may be evaluated under this subparagraph a.2 even though
designated as unsolicited by the offeror.

3. Noncompetitive

(a) Solicitation may be noncompetitive when there is no substantial
question concerning the choice of source, as in the following examples:

(1) The Postal Service wants to take advantage of a contractor’s
unique and significant industrial accomplishment, and the
establishment of specifications for the solicitation of others may
defeat this purpose.

(2) A contractor is conducting exploratory or advance development of a
new product or idea of specific interest to the Postal Service, and
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the Postal Service wants to ensure that the effort is given financial
support.

(3) The Postal Service wants to accept an unsolicited proposal that
cannot be evaluated under research announcement procedures,
offers significant scientific or technological promise, represents the
product of original thinking, and was submitted in confidence by one
source.

(4) Thorough technical evaluation reveals that only one source is fully
qualified to perform the proposed work.

(b) When solicitation is limited to a single source, the contracting officer
may:

(1) Discuss the desired work with the contractor;

(2) Encourage submission of a proposal; and

(3) Negotiate directly with the contractor, without a formal solicitation.

8.4.4.b Evaluation of Price or Cost. Although price or cost is not the controlling factor in
selecting an R&D contractor, it may not be disregarded. An offeror’s price or cost
estimate must be evaluated using procedures stated in 5.3.3, not only to
determine whether the estimate is reasonable but also to assess the offeror’s
understanding of the work and ability to organize and perform it.

8.4.4.c Types of Contracts. Contract type must be selected in accordance with 5.1. R&D
specifications are usually not sufficiently definitive to permit the use of fixed-price
contracts. However, when appropriate, a firm-fixed-price level-of-effort contract
may be used, describing the scope of work in general terms and requiring a
specified level of effort over a stated period of time for a fixed dollar amount, and
a report of results achieved.

8.4.4.d Master Agreements. Master agreements are task order contracts (see 5.1.9).

1. Use

(a) Basic Research. A master agreement may be used for basic research
when:

(1) Several related projects within a program or area are planned;

(2) The objective is support of an in-house R&D program; or

(3) More than one activity will have R&D requirements within the
general scope of the agreement.

(b) Applied Research and Engineering. A master agreement is particularly
useful when applied research or engineering services not related to a
program currently under contract are needed quickly, and a continuing
need for such services is anticipated but the exact extent or scope of
services is not known.

(c) Other. A master agreement may be used for other types of R&D work at
the discretion of the contracting officer.

2. Price. The solicitation must require submission of current or projected labor,
overhead, and general and administrative rates for the type of services to be
provided during the agreement period, and task orders must be priced in
accordance with 5.1.9.
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8.4.5 Short Form Research Contracts (SFRCs)
8.4.5.a Authorization. The procedures contained in this part may be used only for

procurement of basic or applied research when:

1. A research announcement is used (see 8.4.4.a.2);

2. It is determined at a level above the contracting officer that these procedures
are in the Postal Service’s interest; or

3. A noncompetitive award is approved (see 4.4.2).

8.4.5.b Contracting Procedures

1. Solicitation

(a) The contracting officer must solicit sources in accordance with 8.4.4.a.1
or 2, using a short form research contract format, which states a
research problem and requires offerors to propose a statement of the
work to be done.

(b) The solicitation must require that the statement of work include a
breakdown showing the amount of effort to be devoted to the contract by
each principal investigator and any associate.

(c) The solicitation must require that proposals describe any property to be
furnished by the Postal Service or acquired by the contractor for
performance of the work. Offeror must state the estimated or known cost
of each item; items costing less than $1,000 may be grouped by
category. When facilities are to be acquired using contract funds,
offerors must explain why that is necessary. All descriptions must be
sufficiently detailed to enable the contracting officer to determine
whether the property should be furnished by the Postal Service or
whether the contractor should be authorized to acquire it.

(d) The solicitation must include the following applicable solicitation
provisions (see appendix A):

(1) Provision A-2, Submission of Proposals.

(2) Provision A-7, Restriction on Disclosure and Use of Data.

(3) Provision A-20, Type of Business Organization.

(4) Provision A-21, Parent Company and Taxpayer Identification
Number.

(5) Provision 1-2, Contingent Fee Representation.

(6) As applicable:

(i) Provision 9-2, Representation of Rights in Data (see
9.3.4.a.1);

(ii) Provision 10-3, Certification of Nonsegregated Facilities
(see 10.2.7.i);

(iii) Provision 10-4, Equal Opportunity Affirmative Action
Program (see 10.2.7.i);

(iv) Provision 10-5, Preaward Equal Opportunity Compliance
Review (see 10.2.7.i); or

(v) Provision 10-9, Clean Air and Water Certification (see 10.4).

2. Contract Award

(a) When a proposal is acceptable, either as submitted initially or as revised
in writing by the offeror, a contract may be awarded by written
acceptance of the proposal.
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(b) When acceptance of an entire proposal is not advantageous to the
Postal Service, the contracting officer may accept parts of the proposal
either by attachment or incorporation by reference.

(c) Options to extend the research effort beyond the initially proposed
program may be included in the contract. The cost and period of
performance for such options must be separately identified.

(d) If incrementally funded, the contract must specify the total estimated
cost for the full term of the research program, both funded and
unfunded, and the amount of funds currently obligated. Clause 5-6,
Limitation of Funds, must be included in the contract.

(e) SFRCs awarded to institutions and organizations authorized to receive
advance payments (see Management Instruction FM-610-91-2,
Advance Payments) must be clearly marked “Advance Payment
Authorized.”

8.4.6 Limitations on Subcontracting.
R&D contractors are selected for their scientific and technological expertise.
Therefore, they may not subcontract work without the prior written consent of
the contracting officer. In negotiating the contract, the contracting officer must
ascertain any plans to subcontract any portion of the work.

8.4.7 Educational Institutions and Nonprofit
Organizations
In addition to the cost principles in 5.2.9 and 5.2.10, R&D contracts with
educational institutions and nonprofit organizations are subject, as a matter
of Postal Service policy, to the requirements of OMB Circular No. A-110,
Administrative Requirements.

8.4.8 Organizational Conflict of Interest
Organizational conflicts of interest (see 1.7.7.a) can occur when applied
research follows basic research, when development follows applied research,
when production follows R&D, or when a study is followed by another study
of similar scope or emphasis. Contracting officers must take care to prevent
actual or apparent organizational conflicts of interest in these situations. If it
appears that an organizational conflict of interest might arise, the contracting
officer must include Clause 8-14, Organizational Conflict of Interest, in the
solicitation and include it or a negotiated alternative in the resulting contract.
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SECTION 5 UTILITY SERVICES

8.5.1 Definitions
8.5.1.a Utility services. Refers primarily to electricity, gas, water, steam, sewerage, and

regulated telecommunications services available to the general public and
performed by governmental agencies or by private companies ordinarily subject
to regulation. Other services, such as trash removal, may also be considered
utility services when performed by governmental agencies or by private
companies subject to regulation.

8.5.1.b Connection charge. A payment for facilities that are needed in order to make
connection with a point of supply and that are installed and owned by the utility
supplier.

8.5.1.c Termination liability. An obligation to pay a portion of the cost of connecting
facilities with a point of supply installed and owned by the utility supplier, if the
Postal Service terminates the contract before its term expires. The initial amount
of the obligation is not more than the agreed cost of connecting the facility, less
net salvage when material costs are included. This amount decreases under an
amortization formula stated in the contract, until it ultimately reaches zero.

8.5.2 Policy
8.5.2.a Orders Under GSA Contracts. Utility services should be obtained under available

GSA areawide contracts, unless they can be obtained more efficiently or at a
lower cost under Postal Service contract.

8.5.2.b Postal Service Contracts

1. Forms

(a) The terms and conditions under which utility suppliers will agree to
furnish services vary from area to area. Flexibility in the use of contract
forms and provisions is therefore necessary.

(b) If a utility supplier refuses to execute a formal contract with the Postal
Service, the contracting officer may purchase the utility services in
accordance with (c) below, provided that:

(1) A definite refusal is received in writing from a corporate officer of the
supplier; and

(2) The Manager, Policies, Planning, and Diversity, is given notice and
documentation of the refusal, including the record of negotiations.

(c) When a utility supplier refuses to execute a contract, the services may
be obtained by purchase order or by use of the utility supplier’s
commercial forms and clauses. When the utility supplier’s commercial
forms and clauses are used, the contracting officer must delete any
language contrary to federal law and Postal Service regulation.

2. Clauses. The clauses prescribed in this manual must be included in all
Postal Service utility contracts, unless the utility supplier objects to their
inclusion and the procedures outlined in b.1(b) above are followed.

3. Applicable Rules and Procedures. When a federal, state, or local
governmental agency has issued regulations or established procedures
affecting cost allowability, pricing, rates, and other matters, it is Postal
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Service policy, as a matter of comity rather than law, to comply with those
regulations or procedures, subject to judicial appeal. When no regulations or
procedures of a regulatory agency are applicable, Postal Service rules and
the general practices of the utilities industry must be followed.

4. Taxes

(a) Utility contracts do not contain any of the tax clauses prescribed in 7.3.4,
and utility invoices often identify taxes as separate line items. Postal
Service exemption from such taxes, if any, must be determined on a
case-by-case basis.

(b) Questions on tax charges must be referred to assigned counsel.

(c) Charges indicated as taxes on utility bills must be paid until assigned
counsel advises that payment is not necessary. Refunds may be
claimed for amounts improperly paid.

5. Connection Charges

(a) A connection charge may be paid only when reasonable attempts to
negotiate the contract without the charge have failed.

(b) When some obligation is necessary to secure the required facilities, a
termination liability is ordinarily to be preferred over a connection
charge.

(c) When the supplier’s rules and procedures require payment of an
unrefundable fee for connection, in addition to or in lieu of a connection
charge, the contracting officer may pay the fee.

6. Applicability of Construction Standards. Ordinarily, the work performed by a
utility in installing connecting facilities is not considered construction work for
purposes of the policies in 10.2.4. However, such work may be considered
construction if the contract also calls for other construction work, such as
installation of utility distribution leins and equipment within a facility. When
such additional work is required, a construction contract (see 11.5) should be
used.

SECTION 6 STRUCTURED CONTRACTS AND CONTROLLED

CONTRACTS

8.6.1 Definitions and Examples
8.6.1.a Structured contract and structured contracting. A contract and its associated

solicitation, award, and administration process using special procedures, forms,
solicitation provisions, and clauses, under the authority of 8.6.2.a. Structured
contracts are used for such things as cleaning services, food services, elevator
maintenance, vehicle leasing, and coin-operated photocopiers.

8.6.1.b Controlled contract and controlled contracting. A contract and its associated
solicitation, award, and administration process for which authority is restricted
and special procedures, forms, solicitation provisions, and clauses are used,
under the authority of 8.6.2.b. Controlled contracts are used in such areas as law
enforcement, international postal agreements, and revenue production.
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8.6.2 Policies and Procedures
8.6.2.a Policy-originating officials may, with the approval of the Manager, Policies,

Planning, and Diversity, establish structured contract policies and procedures for
any category of contracts under their authority as described in exhibit 8.1.2.

8.6.2.b The Manager, Policies, Planning, and Diversity, may designate any category of
contract as controlled.

8.6.2.c Policies, procedures and formats unique to these types of contracts are found in
individual handbooks.
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