235.015-70 Special use allowances for
research facilities acquired by educational
institutions.

(a) Definitions. As used in this subsection—
(1) “Research facility” means—
(i) Real property, other than land; and

(ii) Includes structures, alterations, and improvements, acquired for the purpose of conducting
scientific research under contracts with departments and agencies of the DoD.

(2) “Special use allowance” means a negotiated direct or indirect allowance—
(i) For construction or acquisition of buildings, structures, and real property, other than land; and

(ii) Where the allowance is computed at an annual rate exceeding the rate which normally would be
allowed under FAR Subpart 31.3.

(b) Policy.

(1) Educational institutions are to furnish the facilities necessary to perform defense contracts. FAR
31.3 governs how much the Government will reimburse the institution for the research programs.
However, in extraordinary situations, the Government may give special use allowances to an
educational institution when the institution is unable to provide the capital for new laboratories or
expanded facilities needed for defense contracts.

(2) Decisions to provide a special use allowance must be made on a case-by-case basis, using the
criteria in paragraph (c) of this subsection.

(c) Authorization for special use allowance.The head of a contracting activity may approve special
use allowances only when all of the following conditions are met—

(1) The research facility is essential to the performance of DoD contracts;

(2) Existing facilities, either Government or nongovernment, cannot meet program requirements
practically or effectively;

(3) The proposed agreement for special use allowances is a sound business arrangement;
(4) The Government's furnishing of Government-owned facilities is undesirable or impractical; and

(5) The proposed use of the research facility is to conduct essential Government research which
requires the new or expanded facilities.

(d) Application of the special use allowance.

(1) In negotiating a special use allowance—



(i) Compare the needs of DoD and of the institution for the research facility to determine the amount
of the special use allowance;

(ii) Consider rental costs for similar space in the area where the research facility is or will be located
to establish the annual special use allowance;

(iii) Do not include or allow—

(A) The costs of land; or

(B) Interest charges on capital;

(iv) Do not include maintenance, utilities, or other operational costs;
(v) The period of allowance generally will be—

(A) At least ten years; or

(B) A shorter period if the total amount to be allowed is less than the construction or acquisition cost
for the research facility;

(vi) Generally, provide for allocation of the special use allowance equitably among the Government
contracts using the research facility;

(vii) Special use allowances apply only in the years in which the Government has contracts in effect
with the institution. However, if in any given year there is a reduced level of Government research
effort which results in the special use allowance being excessive compared to the Government
research funding, a separate special use allowance may be negotiated for that year;

(viii) Special use allowances may be adjusted for the period before construction is complete if the
facility is partially occupied and used for Government research during that period.

(2) A special use allowance may be based on either total or partial cost of construction or acquisition
of the research facility.

(i) When based on total cost neither the normal use allowance nor depreciation will apply—
(A) During the special use allowance period; and

(B) After the educational institution has recovered the total construction or acquisition cost from the
Government or other users.

(i) When based on partial cost, normal use allowance and depreciation—

(A) Apply to the balance of costs during the special use allowance period to the extent negotiated in
the special use allowance agreement; and

(B) Do not apply after the special use allowance period, except for normal use allowance applied to
the balance.

(3) During the special use allowance period, the research facility—

(i) Shall be available for Government research use on a priority basis over nongovernment use; and



(ii) Cannot be put to any significant use other than that which justified the special use allowance,
unless the head of the contracting activity, who approved the special use allowance, consents.

(4) The Government will pay only an allocable share of the special use allowance when the
institution makes any substantial use of the research facility for parties other than the Government
during the period when the special use allowance is in effect.

(5) In no event shall the institution be paid more than the acquisition costs.
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