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£2.248-1 Value Engineering.
As prescribed in 48.201, insert the following clause:

VALUE ENGINEERING (FEB 2000)

(a) General. The Contractor is encouraged to develop, pre-
pare, and submit value engineering change proposals
(VECP's) voluntarily. The Contractor shall share in any net
acquisition savings realized from accepted VECP's, in accor-
dance with the incentive sharing rates in paragraph (f) below.

(b) Definitions.

“Acquisition savings,” as used in this clause, means sav-
ings resulting from the application of a VECP to contracts
awarded by the same contracting office or its successor for
essentially the same unit. Acquisition savings include—

(1) Instant contract savings, which are the net cost
reductions on this, the instant contract, and which are equal
to the instant unit cost reduction multiplied by the number
of instant contract units affected by the VECP, less the
Contractor’s alowable development and implementation
costs;

(2) Concurrent contract savings, which are net reduc-
tionsin the prices of other contracts that are definitized and
ongoing at the time the VECP is accepted; and

(3) Future contract savings, which are the product of
the future unit cost reduction multiplied by the number of
future contract unitsin the sharing base. On an instant con-
tract, future contract savingsinclude savings on increasesin
guantities after VECP acceptance that are due to contract
modifications, exercise of options, additional orders, and
funding of subsequent year requirements on a multiyear
contract.

“Collateral savings,” as used in this clause, means those
measurable net reductions resulting from a VECP in the
agency’soveral projected collateral costs, exclusive of acqui-
sition savings, whether or not the acquisition cost changes.

“Contracting office” includes any contracting office that
the acquisition is transferred to, such as another branch of
the agency or another agency’s office that is performing a
joint acquisition action.

“Contractor’s development and implementation costs,”
as used in this clause, means those costs the Contractor
incurs on a VECP specifically in developing, testing,
preparing, and submitting the VECP, as well as those costs
the Contractor incurs to make the contractual changes
required by Government acceptance of a VECP.

“Future unit cost reduction,” as used in this clause, means
the instant unit cost reduction adjusted as the Contracting
Officer considers necessary for projected learning or
changesin quantity during the sharing period. It is calculated
at the time the VECP is accepted and applies either—

(1) Throughout the sharing period, unless the
Contracting Officer decides that recalculation is necessary

because conditions are significantly different from those
previously anticipated; or

(2) To the calculation of alump-sum payment, which
cannot later be revised.

“Government costs,” as used in this clause, means those
agency coststhat result directly from developing and imple-
menting the VECP, such as any net increases in the cost of
testing, operations, maintenance, and logistics support. The
term does not include the normal administrative costs of
processing the VECP or any increase in this contract’s cost
or price resulting from negative instant contract savings.

“Instant contract,” as used in this clause, means this con-
tract, under which the VECP is submitted. It does not
includeincreases in quantities after acceptance of the VECP
that are due to contract modifications, exercise of options,
or additional orders. If thisis a multiyear contract, the term
does not include quantities funded after VECP acceptance.
If this contract is a fixed-price contract with prospective
price redetermination, the term refers to the period for
which firm prices have been established.

“Instant unit cost reduction” means the amount of the
decrease in unit cost of performance (without deducting any
Contractor’s development or implementation costs) result-
ing from using the VECPon this, the instant contract. If this
is a service contract, the instant unit cost reduction is nor-
mally equal to the number of hours per line-item task saved
by using the VECPon this contract, multiplied by the appro-
priate contract labor rate.

“Negativeinstant contract savings’ meanstheincreasein
the cost or price of this contract when the acceptance of a
VECP results in an excess of the Contractor’s alowable
development and implementation costs over the product of
the instant unit cost reduction multiplied by the number of
instant contract units affected.

“Net acquisition savings’ means total acquisition sav-
ings, including instant, concurrent, and future contract
savings, less Government costs.

“Sharing base,” as used in this clause, means the number
of affected end items on contracts of the contracting office
accepting the VECP.

“Sharing period,” as used in this clause, meansthe period
beginning with acceptance of the first unit incorporating the
VECP and ending at a calendar date or event determined by
the contracting officer for each VECP.

“Unit,” as used in this clause, means the item or task to
which the Contracting Officer and the Contractor agree the
VECP applies.

“Vaue engineering change proposal (VECP)” means a
proposal that—

(1) Requires a change to this, the instant contract, to
implement; and
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(2) Results in reducing the overall projected cost to
the agency without impairing essential functions or charac-
teristics; provided, that it does not involve a change—

(i) In deliverable end item quantities only;

(i) In research and development (R& D) end items
or R&D test quantities that is due solely to results of previ-
ous testing under this contract; or

(iii) To the contract type only.

(c) VECP preparation. As a minimum, the Contractor
shall include in each VECP the information described in
paragraphs (c)(1) through (8) of this clause. If the proposed
change is affected by contractually required configuration
management or similar procedures, the instructionsin those
procedures relating to format, identification, and priority
assignment shall govern VECPpreparation. The VECPshall
include the following:

(1) A description of the difference between the exist-
ing contract requirement and the proposed requirement, the
comparative advantages and disadvantages of each, ajusti-
fication when an item’ s function or characteristics are being
altered, the effect of the change on the end item’s perfor-
mance, and any pertinent objective test data.

(2) A list and analysis of the contract requirements
that must be changed if the VECPis accepted, including any
suggested specification revisions.

(3) Identification of the unit to which the VECPapplies.

(4) A separate, detailed cost estimate for (i) the
affected portions of the existing contract requirement and
(i) the VECPR The cost reduction associated with the VECP
shall take into account the Contractor’s allowable develop-
ment and implementation costs, including any amount
attributable to subcontracts under the Subcontracts para-
graph of this clause, below.

(5) A description and estimate of costs the
Government may incur in implementing the VECP, such as
test and evaluation and operating and support costs.

(6) A prediction of any effects the proposed change
would have on collateral costs to the agency.

(7) A statement of the time by which a contract mod-
ification accepting the VECP must be issued in order to
achieve the maximum cost reduction, noting any effect on
the contract completion time or delivery schedule.

(8) Identification of any previous submissions of the
VECP, including the dates submitted, the agencies and con-
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tract numbers involved, and previous Government actions,
if known.

(d) Submission. The Contractor shall submit VECP'sto
the Contracting Officer, unless this contract states other-
wise. If this contract is administered by other than the
contracting office, the Contractor shall submit a copy of the
VECP simultaneously to the Contracting Officer and to the
Administrative Contracting Officer.

(e) Government action. (1) The Contracting Officer
will notify the Contractor of the status of the VECP within |
45 calendar days after the contracting office receivesit. If
additional time is required, the Contracting Officer will |
notify the Contractor within the 45-day period and pro-
vide the reason for the delay and the expected date of the
decision. The Government will process VECP's expedi-
tiously; however, it will not be liable for any delay in I
acting upon a VECP.

(2) If the VECP is not accepted, the Contracting
Officer will notify the Contractor in writing, explaining |
the reasons for rejection. The Contractor may withdraw
any VECP, in whole or in part, at any time before it is
accepted by the Government. The Contracting Officer
may require that the Contractor provide written notifica-
tion before undertaking significant expenditures for
VECP effort.

(3) Any VECP may be accepted, in whole or in part,
by the Contracting Officer’s award of a modification to this
contract citing this clause and made either before or within
a reasonable time after contract performance is completed.
Until such a contract modification applies a VECP to this
contract, the Contractor shall perform in accordance with
the existing contract. The decision to accept or reject all or
part of any VECP isaunilateral decision made solely at the
discretion of the Contracting Officer.

(f) Sharing rates. If aVECP is accepted, the Contractor
shall share in net acquisition savings according to the per-
centages shown in the table below. The percentage paid the
Contractor depends upon—

(1) This contract’'s type (fixed-price, incentive, or
cost-reimbursement);

(2) The sharing arrangement specified in paragraph
(8) of thisclause (incentive, program requirement, or acom-
bination as delineated in the Schedule); and

(3) The source of the savings (the instant contract, or
concurrent and future contracts), as follows:
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CONTRACTOR'’ S SHARE OF NET ACQUISITION SAVINGS
(Figuresin Percent)

SHARING ARRANGEMENT
INCENTIVE PROGRAM REQUIREMENT
CONTRACT TYPE (VOLUNTARY) (MANDATORY)
Concurrent and Future Concurrent and Future
Instant Contract Rate Contract Rate Instant Contract Rate Contract Rate

Fixed-price (includes fixed-price-

award-fee; excludes other *50) *50 *95 25

fixed-price incentive contracts)
Incentive (fixed-price or cost)

(other than award fee) (**) *50 (**) 25
Cost-reimbursement (includes

cost-plus-award-fee; excludes o e 1

other cost-type incentive con- 25 2 15 5

tracts)

** Same sharing arrangement as the contract’s profit or fee adjustment formula.

* The Contracting Officer may increase the Contractor’s sharing rate to as high as 75 percent for each VECP.

*** The Contracting Officer may increase the Contractor 's sharing rate to as high as 50 percent for each VECP.

(g) Calculating net acquisition savings. (1) Acquisition
savings are realized when (i) the cost or priceis reduced on the
instant contract, (ii) reductions are negotiated in concurrent
contracts, (iii) future contracts are awarded, or (iv) agreement
isreached on alump-sum payment for future contract savings
(see subparagraph (i)(4) below). Net acquisition savings are
first realized, and the Contractor shall be paid a share, when
Government costs and any negative instant contract savings
have been fully offset againgt acquisition savings.

(2) Except in incentive contracts, Government costs
and any price or cost increases resulting from negative
instant contract savings shall be offset against acquisition
savings each time such savings are realized until they are
fully offset. Then, the Contractor’s share is calculated by
multiplying net acquisition savings by the appropriate
Contractor’ s percentage sharing rate (see paragraph (f) of
this clause). Additional Contractor shares of net acquisition
savings shall be paid to the Contractor at the time realized.

(3) If this is an incentive contract, recovery of
Government costs on the instant contract shall be deferred
and offset against concurrent and future contract savings.
The Contractor shall share through the contract incentive
structure in savings on the instant contract items affected.
Any negative instant contract savings shall be added to the
target cost or to the target price and ceiling price, and the
amount shall be offset against concurrent and future con-
tract savings.

(4) If the Government does not receive and accept al
itemsonwhich it paid the Contractor’s share, the Contractor
shall reimburse the Government for the proportionate share
of these payments.

(h) Contract adjustment. The modification accepting the
VECP (or a subseguent modification issued as soon as pos-
sible after any negotiations are completed) shall—

(1) Reduce the contract price or estimated cost by the
amount of instant contract savings, unless this is an incen-
tive contract;

(2) When the amount of instant contract savings is
negative, increase the contract price, target price and ceiling
price, target cost, or estimated cost by that amount;

(3) Specify the Contractor’s dollar share per unit on
future contracts, or provide the lump-sum payment;

(4) Specify the amount of any Government costs or
negative instant contract savings to be offset in determining
net acquisition savings realized from concurrent or future
contract savings; and

(5) Provide the Contractor’s share of any net acquisi-
tion savings under the instant contract in accordance with
the following:

(i) Fixed-price contracts—add to contract price.
(if) Cost-reimbursement contracts—add to contract
fee.

(i) Concurrent and future contract savings. (1) Payments of
the Contractor’ s share of concurrent and future contract sav-
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ings shall be made by a modification to the instant contract in
accordance with subparagraph (h)(5) above. For incentive
contracts, shares shall be added as a separate firm-fixed-price
lineitem on theingtant contract. The Contractor shall maintain
records adequate to identify the first delivered unit for 3 years
after final payment under this contract.

(2) The Contracting Officer shal calculate the
Contractor’s share of concurrent contract savings by—

(i) Subtracting from the reduction in price negoti-
ated on the concurrent contract any Government costs or
negative instant contract savings not yet offset; and

(if) Multiplying the result by the Contractor’s
sharing rate.

(3) The Contracting Officer shal calculate the
Contractor’s share of future contract savings by—

(i) Multiplying the future unit cost reduction by the
number of future contract units scheduled for delivery dur-
ing the sharing period,;

(ii) Subtracting any Government costs or negative
instant contract savings not yet offset; and

(iii) Multiplying the result by the Contractor’s
sharing rate.

(4) When the Government wishes and the Contractor
agrees, the Contractor’s share of future contract savings
may be paid in a single lump sum rather than in a series of
payments over time as future contracts are awarded. Under
this alternate procedure, the future contract savings may be
calculated when the VECP is accepted, on the basis of the
Contracting Officer’s forecast of the number of units that
will be delivered during the sharing period. The
Contractor’s share shall beincluded in amodification to this
contract (see paragraph (h)(3) of this clause) and shall not
be subject to subsequent adjustment.

(5) Alternate no-cost settlement method. When, in
accordance with subsection 48.104-4 of the Federal
Acquisition Regulation, the Government and the Contractor
mutually agree to use the no-cost settlement method, the
following applies:

(i) The Contractor will keep al the savings on the
instant contract and on its concurrent contracts only.

(ii) The Government will keep al the savings
resulting from concurrent contracts placed on other sources,
savings from all future contracts, and all collateral savings.

(i) Collateral savings. If a VECP is accepted, the
Contracting Officer will increase the instant contract
amount, as specified in paragraph (h)(5) of this clause, by a
rate from 20 to 100 percent, as determined by the
Contracting Officer, of any projected collateral savings
determined to be realized in atypical year of use after sub-
tracting any Government costs not previously offset.
However, the Contractor’s share of collateral savings will
not exceed the contract’s firm-fixed-price, target price, tar-
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get cost, or estimated cogt, at the time the VECPIs accepted,
or $100,000, whichever is greater. The Contracting Officer
will be the sole determiner of the amount of collateral sav-
ings.

(k) Relationship to other incentives. Only those benefits
of an accepted VECP not rewardable under performance,
design-to-cost (production unit cost, operating and support
costs, reliability and maintainability), or similar incentives
shall be rewarded under this clause. However, the targets of
such incentives affected by the VECP shall not be adjusted
because of VECP acceptance. If this contract specifies tar-
gets but provides no incentive to surpass them, the value
engineering sharing shall apply only to the amount of
achievement better than target.

(I) Subcontracts. The Contractor shall include an appro-
priate value engineering clause in any subcontract of $100,000
or more and may include one in subcontracts of lesser vaue.
In calculating any adjustment in this contract’s price for
instant contract savings (or negative instant contract savings),
the Contractor’ s allowable development and implementation
cogts shall include any subcontractor’ s allowable devel opment
and implementation costs, and any value engineering incen-
tive payments to a subcontractor, clearly resulting from a
VECP accepted by the Government under this contract. The
Contractor may choose any arrangement for subcontractor
value engineering incentive payments, provided, that the pay-
ments shall not reduce the Government’ s share of concurrent
or future contract savings or collateral savings.

(m) Data. The Contractor may restrict the Government’s
right to use any part of a VECP or the supporting data by
marking the following legend on the affected parts:

These data, furnished under theValue Engineering clause of
contract , shal not be disclosed outside the
Government or duplicated, used, or disclosed, inwholeor in
part, for any purpose other than to evauate a value engi-
neering change proposal submitted under the clause. This
restriction does not limit the Government’s right to use
information contained in these data if it has been obtained
or is otherwise available from the Contractor or from
another source without limitations.

If a VECP is accepted, the Contractor hereby grants the
Government unlimited rights in the VECP and supporting
data, except that, with respect to data qualifying and sub-
mitted as limited rights technical data, the Government shall
have the rights specified in the contract modification imple-
menting the VECP and shall appropriately mark the data.
(The terms “unlimited rights’ and “limited rights’ are
defined in Part 27 of the Federal Acquisition Regulation.)

(End of clause)
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Alternate | (Apr 1984). If the contracting officer selects
a mandatory value engineering program requirement, sub-
stitute the following paragraph (&) for paragraph (a) of the
basic clause:

(a) General. The Contractor shall (1) engagein avalue
engineering program, and submit value engineering
progress reports, as specified in the Schedule and (2) submit
to the Contracting Officer any resulting value engineering
change proposals (VECF's). In addition to being paid asthe
Schedule specifies for this mandatory program, the
Contractor shall share in any net acquisition savings real-
ized from accepted VECP's, in accordance with the pro-
gram requirement sharing rates in paragraph (f) below.

Alternate Il (Feb 2000). If the contracting officer selects
both a value engineering incentive and mandatory value
engineering program requirement, substitute the following
paragraph (a) for paragraph (a) of the basic clause:

(a) General. For those contract line items designated in
the Schedule as subject to the value engineering program
requirement, the Contractor shall (1) engagein avaue engi-
neering program, and submit value engineering progress
reports, as specified in the Schedule and (2) submit to the
Contracting Officer any resulting VECP's. In addition to
being paid as the Schedul e specifies for this mandatory pro-
gram, the Contractor shall share in any net acquisition
savings realized from VECP's accepted under the program,
in accordance with the program requirement sharing ratesin
paragraph (f) below. For remaining areas of the contract, the
Contractor is encouraged to develop, prepare, and submit
VECP's voluntarily; for VECP's accepted under these
remaining areas, the incentive sharing rates apply. The
decision on which rate appliesis a unilateral decision made
solely at the discretion of the Government.

Alternate 111 (Apr 1984). When the head of the contract-
ing activity determines that the cost of calculating and
tracking collateral savings will exceed the benefits to be
derived in a contract calling for a value engineering incen-
tive, delete paragraph (j) from the basic clause and
redesignate the remaining paragraphs accordingly.

§2.248-2 Value Engineering—Ar chitect-Engineer.
As prescribed in 48.201(f), insert the following clause;

VALUE ENGINEERING—ARCHITECT-ENGINEER (MAR 1990)

() General. The Contractor shall (1) perform vaue
engineering (VE) services and submit progress reports as
specified in the Schedule; and (2) submit to the Contracting
Officer any resulting value engineering proposals (VEP'S).
Value engineering activities shall be performed concur-
rently with, and without delay to, the schedule set forth in

the contract. The services shall include VE evaluation and
review and study of design documents immediately follow-
ing completion of the 35 percent design state or at such
stages as the Contracting Officer may direct. Each sepa-
rately priced line item for VE services shall define
specifically the scope of work to be accomplished and may
include VE studies of items other than design documents.
The Contractor shall be paid asthe contract specifiesfor this
effort, but shall not share in savings which may result from
acceptance and use of VEP's by the Government.

(b) Definitions. “Life cycle cost,” as used in this clause,
isthe sum of all costs over the useful life of abuilding, sys-
tem or product. It includes the cost of design, construction,
acquisition, operation, maintenance, and salvage (resale)
value, if any.

“Value engineering,” as used in this clause, means an
organized effort to analyze the functions of systems, equip-
ment, facilities, services, and supplies for the purpose of
achieving the essential functions at the lowest life cycle cost
consistent with required performance, reliability, quality,
and safety.

“Vaue engineering proposal,” as used in this clause,
means, in connection with an A-E contract, a change pro-
posa developed by employees of the Federal Government
or contractor value engineering personnel under contract to
an agency to provide value engineering services for the con-
tract or program.

(c) Submissions. After award of an architect-engineering
contract the contractor shall—

(1) Provide the Government with a fee breakdown
schedule for the VE services (such as criteria review, task
team review, and bid package review) included in the con-
tract schedule;

(2) Submit, for approval by the Contracting Officer, a
list of team members and their respective resumes repre-
senting the engineering disciplines required to complete the
study effort, and evidence of the team leader's qualifications
and engineering discipline. Subsequent changes or substi-
tutions to the approved VE team shall be submitted in
writing to the Contracting Officer for approval; and

(3) The team leader shall be responsible for pre-study
work assembly and shall edit, reproduce, and sign the final
report and each VER All VEP's, even if submitted earlier as
an individua submission, shall be contained in the fina
report.

(d) VEPpreparation. Asaminimum, the contractor shall
include the following information in each VEP:

(1) A description of the difference between the exist-
ing and proposed design, the comparative advantages and
disadvantages of each, a justification when an item's func-
tion is being altered, the effect of the change on system or
facility performance, and any pertinent objective test data.
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(2) A list and analysis of design criteria or specifica
tions that must be changed if the VEPis accepted.

(3) A separate detailed estimate of the impact on pro-
ject cost of each VEP, if accepted and implemented by the
Government.

(4 A description and estimate of costs the
Government may incur in implementing the VEP, such as
design change cost and test and evaluation cost.

(5) A prediction of any effects the proposed change
may have on life cycle cost.

(6) The effect the VEP will have on design or con-
struction schedules.

(e) VEP acceptance. Approved VEP's shall be imple-
mented by bilateral modification to this contract.

(End of clause)

52.248-3 Value Engineering—Construction.
As prescribed in 48.202, insert the following clause:

VALUE ENGINEERING—CONSTRUCTION (FEB 2000)

(a) General. The Contractor is encouraged to develop,
prepare, and submit value engineering change proposals
(VECP's) voluntarily. The Contractor shall share in any
instant contract savings realized from accepted VECP's, in
accordance with paragraph (f) of this clause.

(b) Definitions. “Collateral costs,” as used in this clause,
means agency costs of operation, maintenance, logistic sup-
port, or Government-furnished property.

“Collateral savings,” as used in this clause, means those
measurable net reductions resulting from a VECP in the
agency’s overal projected collateral costs, exclusive of
acquisition savings, whether or not the acquisition cost
changes.

“Contractor’s development and implementation costs,”
as used in this clause, means those costs the Contractor
incurs on a VECP specifically in developing, testing,
preparing, and submitting the VECP, as well as those costs
the Contractor incurs to make the contractual changes
required by Government acceptance of a VECP.

“Government costs,” as used in this clause, means those
agency coststhat result directly from developing and imple-
menting the VECP, such as any net increases in the cost of
testing, operations, maintenance, and logistic support. The
term does not include the normal administrative costs of
processing the VECP.

“Instant contract savings,” as used in this clause, means
the estimated reduction in Contractor cost of performance
resulting from acceptance of the VECP, minus alowable
Contractor’s development and implementation costs,
including subcontractors development and implementation
costs (see paragraph (h) of this clause).
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“Vaue engineering change proposal (VECP)” means a
proposal that—

(1) Requires a change to this, the instant contract, to
implement; and

(2) Resultsin reducing the contract price or estimated
cost without impairing essential functions or characteristics;
provided, that it does not involve a change—

(i) In deliverable end item quantities only; or
(ii) To the contract type only.

(c) VECP preparation. As a minimum, the Contractor
shall include in each VECP the information described in
paragraphs (c)(1) through (7) of this clause. If the proposed
change is affected by contractually required configuration
management or similar procedures, the instructions in those
procedures relating to format, identification, and priority
assignment shall govern VECPpreparation. The VECPshall
include the following:

(1) A description of the difference between the exist-
ing contract requirement and that proposed, the comparative
advantages and disadvantages of each, a justification when
an item’s function or characteristics are being atered, and
the effect of the change on the end item’ s performance.

(2) A list and analysis of the contract requirements
that must be changed if the VECPis accepted, including any
suggested specification revisions.

(3) Aseparate, detailed cost estimate for (i) the affected
portions of the existing contract requirement and (ii) the
VECRP The cost reduction associated with theVECP shdll take
into account the Contractor's dlowable development and
implementation costs, including any amount attributable to
subcontracts under paragraph (h) of this clause.

(4 A description and estimate of costs the
Government may incur in implementing the VECP, such as
test and evaluation and operating and support costs.

(5) A prediction of any effects the proposed change
would have on collateral costs to the agency.

(6) A statement of the time by which a contract mod-
ification accepting the VECP must be issued in order to
achieve the maximum cost reduction, noting any effect on
the contract completion time or delivery schedule.

(7) Identification of any previous submissions of the
VECP, including the dates submitted, the agencies and con-
tract numbers involved, and previous Government actions,
if known.

(d) Submission. The Contractor shall submit VECP's to
the Resident Engineer at the worksite, with a copy to the
Contracting Officer.

(e) Government action. (1) The Contracting Officer will
notify the Contractor of the status of the VECP within 45
calendar days after the contracting office receivesit. If addi-
tional time is required, the Contracting Officer will notify |
the Contractor within the 45-day period and provide the rea-
son for the delay and the expected date of the decision. The
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Government will process VECP' s expeditiously; however,
I it will not be liable for any delay in acting upon a VECP.
(2) If the VECP is not accepted, the Contracting
| Officer will notify the Contractor in writing, explaining the
reasons for rejection. The Contractor may withdraw any
VECP, in whole or in part, at any time before it is accepted
by the Government. The Contracting Officer may require
that the Contractor provide written notification before
undertaking significant expenditures for VECP effort.

(3) Any VECP may be accepted, in whole or in part,
by the Contracting Officer’s award of a modification to this
contract citing this clause. The Contracting Officer may
accept the VECP, even though an agreement on price reduc-
tion has not been reached, by issuing the Contractor anotice
to proceed with the change. Until a notice to proceed is
issued or a contract modification applies a VECP to this
contract, the Contractor shall perform in accordance with
the existing contract. The decision to accept or reject all or
part of any VECP isaunilateral decision made solely at the
discretion of the Contracting Officer.

(f) Sharing—(1) Rates. The Government's share of sav-
ings is determined by subtracting Government costs from
instant contract savings and multiplying the result by—

(i) 45 percent for fixed-price contracts; or
(ii) 75 percent for cost-reimbursement contracts.

(2) Payment. Payment of any share due the
Contractor for use of a VECP on this contract shall be
authorized by a modification to this contract to—

(i) Accept the VECP,

(i) Reduce the contract price or estimated cost by
the amount of instant contract savings; and

(iii) Provide the Contractor’s share of savings by
adding the amount calculated to the contract price or fee.

(g) Collateral savings. If a VECP is accepted, the
Contracting Officer will increase the instant contract
amount by 20 percent of any projected collateral savings
determined to be realized in atypical year of use after sub-
tracting any Government costs not previously offset.
However, the Contractor’s share of collateral savings will
not exceed the contract’ s firm-fixed-price or estimated cost,
at the time the VECPis accepted, or $100,000, whichever is
greater. The Contracting Officer is the sole determiner of
the amount of collateral savings.

(h) Subcontracts. The Contractor shall include an appro-
priate value engineering clause in any subcontract of
$50,000 or more and may include one in subcontracts of
lesser value. In computing any adjustment in this contract’s
price under paragraph (f) of this clause, the Contractor’s
allowable development and implementation costs shall
include any subcontractor’s alowable development and
implementation costs clearly resulting from a VECP
accepted by the Government under this contract, but shall
exclude any value engineering incentive payments to a sub-

contractor. The Contractor may choose any arrangement for
subcontractor value engineering incentive payments; pro -
vided, that these payments shal not reduce the
Government’ s share of the savings resulting from the VECP.
(i) Data. The Contractor may restrict the Government’s
right to use any part of a VECP or the supporting data by
marking the following legend on the affected parts:

These data, furnished under the Vaue Engineering—
Construction clause of contract , shall not be
disclosed outside the Government or duplicated, used, or
disclosed, in whole or in part, for any purpose other than to
evaluate a value engineering change proposal submitted
under the clause. This restriction does not limit the
Government’s right to use information contained in these
data if it has been obtained or is otherwise available from
the Contractor or from another source without limitations.

If aVECP is accepted, the Contractor hereby grants the
Government unlimited rights in the VECP and supporting
data, except that, with respect to data qualifying and sub-
mitted as limited rightstechnical data, the Government shall
have the rights specified in the contract modification imple-
menting the VECP and shall appropriately mark the data.
(The terms “unlimited rights” and “limited rights’ are
defined in Part 27 of the Federal Acquisition Regulation.)

(End of clause)

Alternate | (Apr 1984). When the head of the contract-
ing activity determines that the cost of calculating and
tracking collateral savings will exceed the benefits to be
derived in a construction contract, delete paragraph (g)
from the basic clause and redesignate the remaining para-
graphs accordingly.

5£2.249-1 Termination for Convenience of the

Government (Fixed-Price) (Short Form).

As prescribed in 49.502(a)(1), insert the following clause
in solicitations and contracts when a fixed-price contract is
contemplated and the contract amount is expected to be
$100,000 or less, except (a) if use of the clause at 52.249-4,
Termination for Convenience of the Government (Services)
(Short Form) is appropriate (b), in contracts for research and
devel opment work with an educational or nonprofit ingtitution
on ano-profit basis, () in contracts for architect-engineer ser-
vices, or (d) if one of the clauses prescribed or cited at
49.505(a), (b), or (€), is appropriate:

TERMINATION FOR CONVENIENCE OF THE GOVERNMENT
(Fixep-PRrICE) (SHORT FORM) (APR 1984)

The Contracting Officer, by written notice, may termi-
nate this contract, in whole or in part, when it is in the
Government’s interest. If this contract is terminated, the
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rights, duties, and obligations of the parties, including com-
pensation to the Contractor, shall be in accordance with Part
49 of the Federal Acquisition Regulation in effect on the
date of this contract.

(End of clause)

Alternate | (Apr 1984). If the contract is for dismantling,
demolition, or removal of improvements, designate the
basic clause as paragraph (a) and add the following para
graph (b):

(b) Upon receipt of the termination notice, if title to
property is vested in the Contractor under this contract, it
shall revest in the Government regardless of any other
clause of the contract, except for property that the
Contractor (a) disposed of by bona fide sale or (b) removed
from the site.

B82.249-2 Termination for Convenience of the
Government (Fixed-Price).
As prescribed in 49.502(b)(1)(i), insert the following

clause:

TERMINATION FOR CONVENIENCE OF THE GOVERNMENT
(Fixep-PrICE) (SEP 1996)

(a) The Government may terminate performance of work
under this contract in whole or, from timeto time, in part if
the Contracting Officer determines that a termination is in
the Government’s interest. The Contracting Officer shall
terminate by delivering to the Contractor a Notice of
Termination specifying the extent of termination and the
effective date.

(b) After receipt of a Notice of Termination, and except
as directed by the Contracting Officer, the Contractor shall
immediately proceed with the following obligations,
regardless of any delay in determining or adjusting any
amounts due under this clause:

(1) Stop work as specified in the notice.

(2) Place no further subcontracts or orders (referred to
as subcontracts in this clause) for materials, services, or
facilities, except as necessary to complete the continued
portion of the contract.

(3) Terminate all subcontracts to the extent they relate
to the work terminated.

(4) Assign to the Government, as directed by the
Contracting Officer, dl right, title, and interest of the
Contractor under the subcontracts terminated, in which case
the Government shall have the right to settle or to pay any
termination settlement proposal arising out of those termi-
nations.

(5) With approval or ratification to the extent required
by the Contracting Officer, settle al outstanding liabilities
and termination settlement proposals arising from the ter-
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mination of subcontracts; the approval or ratification will be
final for purposes of this clause.

(6) As directed by the Contracting Officer, transfer
title and deliver to the Government—

(i) The fabricated or unfabricated parts, work in
process, completed work, supplies, and other material pro-
duced or acquired for the work terminated; and

(if) The completed or partially completed plans,
drawings, information, and other property that, if the con-
tract had been completed, would be required to be furnished
to the Government.

(7) Complete performance of the work not termi-
nated.

(8) Take any action that may be necessary, or that the
Contracting Officer may direct, for the protection and
preservation of the property related to this contract that isin
the possession of the Contractor and in which the
Government has or may acquire an interest.

(9) Use its best efforts to sell, as directed or autho-
rized by the Contracting Officer, any property of the types
referred to in subparagraph (b)(6) of this clause; provided,
however, that the Contractor (i) is not required to extend
credit to any purchaser and (ii) may acquire the property
under the conditions prescribed by, and at prices approved
by, the Contracting Officer. The proceeds of any transfer or
disposition will be applied to reduce any payments to be
made by the Government under this contract, credited to the
price or cost of the work, or paid in any other manner
directed by the Contracting Officer.

(c) The Contractor shall submit complete termination
inventory schedules no later than 120 days from the effec-
tive date of termination, unless extended in writing by the
Contracting Officer upon written request of the Contractor
within this 120-day period.

(d) After expiration of the plant clearance period as
defined in Subpart 45.6 of the Federal Acquisition
Regulation, the Contractor may submit to the Contracting
Officer alist, certified as to quantity and quality, of termi-
nation inventory not previously disposed of, excluding
items authorized for disposition by the Contracting Officer.
The Contractor may request the Government to remove
those items or enter into an agreement for their storage.
Within 15 days, the Government will accept title to those
items and remove them or enter into a storage agreement.
The Contracting Officer may verify the list upon removal of
the items, or if stored, within 45 days from submission of
the list, and shall correct the list, as necessary, before final
settlement.

(e) After termination, the Contractor shall submit afinal
termination settlement proposal to the Contracting Officer
in the form and with the certification prescribed by the
Contracting Officer. The Contractor shall submit the pro-
posa promptly, but no later than 1 year from the effective
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date of termination, unless extended in writing by the
Contracting Officer upon written request of the Contractor
within this 1-year period. However, if the Contracting
Officer determines that the facts justify it, atermination set-
tlement proposal may be received and acted on after 1 year
or any extension. If the Contractor fails to submit the pro-
posa within the time allowed, the Contracting Officer may
determine, on the basis of information available, the

amount, if any, due the Contractor because of the termina-
tion and shall pay the amount determined.

(f) Subject to paragraph (e) of this clause, the Contractor
and the Contracting Officer may agree upon the whole or
any part of the amount to be paid or remaining to be paid
because of the termination. The amount may include area-
sonable allowance for profit on work done. However, the
agreed amount, whether under this paragraph (f) or para-

[The next pageis 52-347.]
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graph (g) of this clause, exclusive of costs shown in sub-
paragraph (g)(3) of this clause, may not exceed the total
contract price as reduced by (1) the amount of payments
previously made and (2) the contract price of work not ter-
minated. The contract shall be modified, and the Contractor
paid the agreed amount. Paragraph (g) of this clause shall
not limit, restrict, or affect the amount that may be agreed
upon to be paid under this paragraph.

(9) If the Contractor and the Contracting Officer fail to
agree on the whole amount to be paid because of the termi-
nation of work, the Contracting Officer shall pay the
Contractor the amounts determined by the Contracting
Officer as follows, but without duplication of any amounts
agreed on under paragraph (f) of this clause:

(1) The contract price for completed supplies or ser-
vices accepted by the Government (or sold or acquired
under subparagraph (b)(9) of this clause) not previously
paid for, adjusted for any saving of freight and other
charges.

(2) The total of—

(i) The costs incurred in the performance of the
work terminated, including initial costs and preparatory
expense alocable thereto, but excluding any costs attribut-
able to supplies or services paid or to be paid under
subparagraph (g)(1) of this clause;

(i) The cost of settling and paying termination set-
tlement proposals under terminated subcontracts that are
properly chargeable to the terminated portion of the contract
if not included in subdivision (g)(2)(i) of this clause; and

(i) A sum, as profit on subdivision (g)(2)(i) of this
clause, determined by the Contracting Officer under 49.202
of the Federal Acquisition Regulation, in effect on the date
of this contract, to be fair and reasonable; however, if it
appears that the Contractor would have sustained a loss on
the entire contract had it been completed, the Contracting
Officer shall alow no profit under this subdivision
(9)(2)(iii) and shall reduce the settlement to reflect the indi-
cated rate of loss.

(3) The reasonable costs of settlement of the work ter-
minated, including—

(i) Accounting, legdl, clerical, and other expenses
reasonably necessary for the preparation of termination set-
tlement proposals and supporting data;

(i) The termination and settlement of subcontracts
(excluding the amounts of such settlements); and

(iii) Storage, transportation, and other costs
incurred, reasonably necessary for the preservation, protec-
tion, or disposition of the termination inventory.

(h) Except for normal spoilage, and except to the extent
that the Government expressly assumed the risk of loss, the
Contracting Officer shall exclude from the amounts payable
to the Contractor under paragraph (g) of this clause, the fair
value, as determined by the Contracting Officer, of property

that is destroyed, lost, stolen, or damaged so as to become
undeliverable to the Government or to a buyer.

(i) The cost principles and procedures of Part 31 of the
Federal Acquisition Regulation, in effect on the date of this
contract, shall govern al costs claimed, agreed to, or deter-
mined under this clause.

(1) The Contractor shall have the right of appeal, under
the Disputes clause, from any determination made by the
Contracting Officer under paragraph (€), (g), or (I) of this
clause, except that if the Contractor failed to submit the ter-
mination settlement proposal or request for equitable
adjustment within the time provided in paragraph (€) or (1),
respectively, and failed to request atime extension, there is
no right of appeal.

(k) In arriving at the amount due the Contractor under
this clause, there shall be deducted—

(1) All unliquidated advance or other payments to the
Contractor under the terminated portion of this contract;

(2) Any claim which the Government has against the
Contractor under this contract; and

(3) The agreed price for, or the proceeds of sale of,
materials, supplies, or other things acquired by the
Contractor or sold under the provisions of this clause and
not recovered by or credited to the Government.

(1) If the termination is partial, the Contractor may file a
proposal with the Contracting Officer for an equitable
adjustment of the price(s) of the continued portion of the
contract. The Contracting Officer shall make any equitable
adjustment agreed upon. Any proposal by the Contractor for
an equitable adjustment under this clause shall be requested
within 90 days from the effective date of termination unless
extended in writing by the Contracting Officer.

(m)(2) The Government may, under the terms and condi-
tions it prescribes, make partial payments and payments
against costs incurred by the Contractor for the terminated
portion of the contract, if the Contracting Officer believes
the total of these payments will not exceed the amount to
which the Contractor will be entitled.

(2) If the total payments exceed the amount finally
determined to be due, the Contractor shall repay the excess
to the Government upon demand, together with interest
computed at the rate established by the Secretary of the
Treasury under 50 U.S.C. App. 1215(b)(2). Interest shall be
computed for the period from the date the excess payment
isreceived by the Contractor to the date the excessisrepaid.
Interest shall not be charged on any excess payment due to
a reduction in the Contractor’s termination settlement pro-
posal because of retention or other disposition of
termination inventory until 10 days after the date of the
retention or disposition, or a later date determined by the
Contracting Officer because of the circumstances.

(n) Unless otherwise provided in this contract or by
statute, the Contractor shall maintain all records and docu-
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ments relating to the terminated portion of this contract for
3 years after final settlement. This includes al books and
other evidence bearing on the Contractor's costs and
expenses under this contract. The Contractor shall make
these records and documents available to the Government,
at the Contractor’s office, at al reasonable times, without
any direct charge. If approved by the Contracting Officer,
photographs, microphotographs, or other authentic repro-
ductions may be maintained instead of original records and
documents.

(End of clause)

Alternate | (Sep 1996). If the contract is for construction,
substitute the following paragraph (g) for paragraph (g) of
the basic clause:

(9) If the Contractor and Contracting Officer fail to
agree on the whole amount to be paid the Contractor
because of the termination of work, the Contracting Officer
shall pay the Contractor the amounts determined as follows,
but without duplication of any amounts agreed upon under
paragraph (f) of this clause:

(1) For contract work performed before the effective
date of termination, the total (without duplication of any
items) of—

(i) The cost of thiswork;

(i) The cost of settling and paying termination set-
tlement proposals under terminated subcontracts that are
properly chargeable to the terminated portion of the contract
if not included in subdivision (g)(1)(i) of this clause; and

(iii) A sum, as profit on subdivision (g)(2)(i) of this
clause, determined by the Contracting Officer under 49.202
of the Federal Acquisition Regulation, in effect on the date
of this contract, to be fair and reasonable; however, if it
appears that the Contractor would have sustained aloss on
the entire contract had it been completed, the Contracting
Officer shal alow no profit under this subdivision
(9)(1)(iii) and shall reduce the settlement to reflect the indi-
cated rate of loss.

(2) The reasonable costs of settlement of the work
terminated, including—

(i) Accounting, legal, clerical, and other expenses
reasonably necessary for the preparation of termination set-
tlement proposals and supporting data;

(i) The termination and settlement of subcontracts
(excluding the amounts of such settlements); and

(iii) Storage, transportation, and other costs
incurred, reasonably necessary for the preservation, protec-
tion, or disposition of the termination inventory.
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Alternate Il (Sep 1996). If the contract iswith an agency
of the U.S. Government or with State, local, or foreign gov-
ernments or their agencies, and if the Contracting Officer
determines that the requirement to pay interest on excess
partial payments is inappropriate, delete subparagraph
(m)(2) of the basic clause.

Alternate Il (Sep 1996). If the contract is for construc-
tion and with an agency of the U.S. Government or with
State, local, or foreign governments or their agencies, sub-
stitute the following paragraph (g) for paragraph (g) of the
basic clause. Subparagraph (m)(2) may be deleted from the
basic clause if the Contracting Officer determines that the
requirement to pay interest on excess partial payments is
inappropriate.

(9) If the Contractor and Contracting Officer fail to
agree on the whole amount to be paid the Contractor
because of the termination of work, the Contracting Officer
shall pay the Contractor the amounts determined as follows,
but without duplication of any amounts agreed upon under
paragraph (f) of this clause:

(1) For contract work performed before the effective
date of termination, the total (without duplication of any
items) of—

(i) The cost of thiswork;

(ii) The cost of settling and paying termination set-
tlement proposals under terminated subcontracts that are
properly chargeable to the terminated portion of the contract
if not included in subdivision (g)(2)(i) of this clause; and

(iii) A sum, as profit on subdivision (g)(1)(i) of this
clause, determined by the Contracting Officer under 49.202
of the Federal A