
Section I - Contract Clauses  
 
CLAUSES INCORPORATED BY REFERENCE 
 
 
52.202-1  Definitions  JUL 2004    
52.203-3  Gratuities  APR 1984    
52.203-5  Covenant Against Contingent Fees  APR 1984    
52.203-6  Restrictions On Subcontractor Sales To 

The Government  
JUL 1995    

52.203-7  Anti-Kickback Procedures  JUL 1995    
52.203-8  Cancellation, Rescission, and Recovery of 

Funds for Illegal or Improper Activity  
JAN 1997    

52.203-10  Price Or Fee Adjustment For Illegal Or 
Improper Activity  

JAN 1997    

52.203-12  Limitation On Payments To Influence 
Certain Federal Transactions  

JUN 2003    

52.204-4  Printed or Copied Double-Sided on 
Recycled Paper  

AUG 2000    

52.209-6  Protecting the Government's Interest When 
Subcontracting With Contractors Debarred, 
Suspended, or Proposed for Debarment  

JAN 2005    

52.211-5  Material Requirements  AUG 2000    
52.211-17  Delivery of Excess Quantities  SEP 1989    
52.215-2  Audit and Records--Negotiation  JUN 1999    
52.215-8  Order of Precedence--Uniform Contract 

Format  
OCT 1997    

52.215-11  Price Reduction for Defective Cost or 
Pricing Data--Modifications  

OCT 1997    

52.215-13  Subcontractor Cost or Pricing Data--
Modifications  

OCT 1997    

52.215-21  Requirements for Cost or Pricing Data or 
Information Other Than Cost or Pricing 
Data--Modifications  

OCT 1997    

52.217-2   Cancellation Under Multiyear Contracts  OCT 1997    
52.217-8  Option To Extend Services  NOV 1999    
52.219-8  Utilization of Small Business Concerns  MAY 2004    
52.219-14  Limitations On Subcontracting  DEC 1996    
52.222-3  Convict Labor  JUN 2003    
52.222-4  Contract Work Hours and Safety Standards 

Act - Overtime Compensation  
SEP 2000    

52.222-19  Child Labor -- Cooperation with 
Authorities and Remedies  

JUN 2004    

52.222-21  Prohibition Of Segregated Facilities  FEB 1999    
52.222-26  Equal Opportunity  APR 2002    
52.222-35  Equal Opportunity For Special Disabled 

Veterans, Veterans of the Vietnam Era, 
and Other Eligible Veterans  

DEC 2001    

52.222-36  Affirmative Action For Workers With 
Disabilities  

JUN 1998    

52.222-37  Employment Reports On Special Disabled 
Veterans, Veterans Of The Vietnam Era, 
and Other Eligible Veterans  

DEC 2001    

52.223-14  Toxic Chemical Release Reporting  AUG 2003    
52.226-1  Utilization Of Indian Organizations And 

Indian-Owned Economic Enterprises  
JUN 2000    

52.227-1  Authorization and Consent  JUL 1995    



52.227-2  Notice And Assistance Regarding Patent 
And Copyright Infringement  

AUG 1996    

52.228-5  Insurance - Work On A Government 
Installation  

JAN 1997    

52.229-3  Federal, State And Local Taxes  APR 2003    
52.232-1  Payments  APR 1984    
52.232-8  Discounts For Prompt Payment  FEB 2002    
52.232-9  Limitation On Withholding Of Payments  APR 1984    
52.232-11  Extras  APR 1984    
52.232-18  Availability Of Funds  APR 1984    
52.232-23 Alt 
I  

Assignment of Claims (Jan 1986) -  
Alternate I  

APR 1984    

52.232-25  Prompt Payment  OCT 2003    
52.232-33  Payment by Electronic Funds Transfer--

Central Contractor Registration  
OCT 2003    

52.233-1  Disputes  JUL 2002    
52.233-3  Protest After Award  AUG 1996    
52.237-3  Continuity Of Services  JAN 1991    
52.242-13  Bankruptcy  JUL 1995    
52.243-1 Alt I Changes--Fixed Price (Aug 1987) -  

Alternate I  
APR 1984    

52.243-3  Changes--Time-And-Material Or Labor-Hours SEP 2000    
52.244-6  Subcontracts for Commercial Items  DEC 2004    
52.246-6  Inspection--Time-And-Material And Labor-

Hour  
MAY 2001    

52.246-17  Warranty Of Supplies Of A Noncomplex 
Nature  

JUN 2003    

52.246-18  Warranty Of Supplies Of A Complex Nature MAY 2001    
52.246-19  Warranty Of Systems And Equipment Under 

Performance Specifications Or Design 
Criteria  

MAY 2001    

52.246-23  Limitation Of Liability  FEB 1997    
52.246-25  Limitation Of Liability--Services  FEB 1997    
52.249-2  Termination For Convenience Of The 

Government (Fixed-Price)  
MAY 2004    

52.249-14  Excusable Delays  APR 1984    
52.253-1  Computer Generated Forms  JAN 1991    
252.201-7000  Contracting Officer's Representative  DEC 1991    
252.203-7001  Prohibition On Persons Convicted of Fraud 

or Other Defense-Contract-Related 
Felonies  

DEC 2004    

252.203-7002  Display Of DOD Hotline Poster  DEC 1991    
252.204-7000  Disclosure Of Information  DEC 1991    
252.204-7003  Control Of Government Personnel Work 

Product  
APR 1992    

252.204-7004 
Alt A  

(INVALID EFF_DT) Central Contractor 
Registration (52.204-7) Alternate A  

DEC 2000    

252.205-7000  Provision Of Information To Cooperative 
Agreement Holders  

DEC 1991    

252.209-7004  Subcontracting With Firms That Are Owned 
or Controlled By The Government of a 
Terrorist Country  

MAR 1998    

252.215-7000  Pricing Adjustments  DEC 1991    
252.219-7011  Notification to Delay Performance  JUN 1998    
252.225-7001  Buy American Act And Balance Of Payments 

Program  
APR 2003    



252.225-7002  Qualifying Country Sources As 
Subcontractors  

APR 2003    

252.225-7012  Preference For Certain Domestic 
Commodities  

JUN 2004    

252.225-7013  Duty-Free Entry  JAN 2005    
252.227-7013  Rights in Technical Data--Noncommercial 

Items  
NOV 1995    

252.227-7014  Rights in Noncommercial Computer Software 
and Noncommercial Computer Software 
Documentation  

JUN 1995    

252.227-7015  Technical Data--Commercial Items  NOV 1995    
252.227-7016  Rights in Bid or Proposal Information  JUN 1995    
252.227-7030  Technical Data--Withholding Of Payment  MAR 2000    
252.227-7037  Validation of Restrictive Markings on 

Technical Data  
SEP 1999    

252.232-7003  Electronic Submission of Payment Requests JAN 2004    
252.243-7002  Requests for Equitable Adjustment  MAR 1998    
252.244-7000  Subcontracts for Commercial Items and 

Commercial Components (DoD Contracts)  
MAR 2000    

252.246-7001  Warranty Of Data  DEC 1991    
252.246-7001 
Alt II  

Warranty Of Data (Dec 1991)  - Alternate 
II  

DEC 1991    

252.247-7023  Transportation of Supplies by Sea  MAY 2002    
252.247-7024  Notification Of Transportation Of 

Supplies By Sea  
MAR 2000    

  
 
CLAUSES INCORPORATED BY FULL TEXT 
 
 
52.215-19      NOTIFICATION OF OWNERSHIP CHANGES (OCT 1997) 
 
(a) The Contractor shall make the following notifications in writing: 
 
(1) When the Contractor becomes aware that a change in its ownership 
has occurred, or is certain to occur, that could result in changes in 
the valuation of its capitalized assets in the accounting records, the 
Contractor shall notify the Administrative Contracting Officer (ACO) 
within 30 days. 
 
(2) The Contractor shall also notify the ACO within 30 days whenever 
changes to asset valuations or any other cost changes have occurred or 
are certain to occur as a result of a change in ownership. 
 
(b) The Contractor shall-- 
 
(1) Maintain current, accurate, and complete inventory records of 
assets and their costs; 
 
(2) Provide the ACO or designated representative ready access to the 
records upon request; 
 
(3) Ensure that all individual and grouped assets, their capitalized 
values, accumulated depreciation or amortization, and remaining useful 
lives are identified accurately before and after each of the 
Contractor's ownership changes; and 
 



(4) Retain and continue to maintain depreciation and amortization 
schedules based on the asset records maintained before each Contractor 
ownership change. 
 
The Contractor shall include the substance of this clause in all 
subcontracts under this contract that meet the applicability 
requirement of FAR 15.408(k).  
 
(End of clause) 
 
 
 
52.216-2      ECONOMIC PRICE ADJUSTMENT--STANDARD SUPPLIES (JAN 1997) 
 
(a) The Contractor warrants that the unit price stated in the Schedule 
for ___________ [offeror insert Schedule line item number] is not in 
excess of the Contractor's applicable established price in effect on 
the contract date for like quantities of the same item. The term "unit 
price" excludes any part of the price directly resulting from 
requirements for preservation, packaging, or packing beyond standard 
commercial practice. The term “established price” means a price that 
(1) is an established catalog or market price for a commercial item 
sold in substantial quantities to the general public, and (2) is the 
net price after applying any standard trade discounts offered by the 
Contractor. 
 
(b) The Contractor shall promptly notify the Contracting Officer of the 
amount and effective date of each decrease in any applicable 
established price. Each corresponding contract unit price shall be 
decreased by the same percentage that the established price is 
decreased. The decrease shall apply to those items delivered on and 
after the effective date of the decrease in the Contractor's 
established price, and this contract shall be modified accordingly.  
 
(c) If the Contractor's applicable established price is increased after 
the contract date, the corresponding contract unit price shall be 
increased, upon the Contractor's written request to the Contracting 
Officer, by the same percentage that the established price is 
increased, and the contract shall be modified accordingly, subject to 
the following limitations: 
 
(1) The aggregate of the increases in any contract unit price under 
this clause shall not exceed 10 percent of the original contract unit 
price. 
 
(2) The increased contract unit price shall be effective (i) on the 
effective date of the increase in the applicable established price if 
the Contracting Officer receives the Contractor's written request 
within 10 days thereafter or (ii) if the written request is received 
later, on the date the Contracting Officer receives the request. 
 
(3) The increased contract unit price shall not apply to quantities 
scheduled under the contract for delivery before the effective date of 
the increased contract unit price, unless failure to deliver before 
that date results from causes beyond the control and without the fault 
or negligence of the Contractor, within the meaning of the Default 
clause. 



 
(4) No modification increasing a contract unit price shall be executed 
under this paragraph (c) until the Contracting Officer verifies the 
increase in the applicable established price. 
 
(5) Within 30 days after receipt of the Contractor's written request, 
the Contracting Officer may cancel, without liability to either party, 
any undelivered portion of the contract items affected by the requested 
increase. 
 
(d) During the time allowed for the cancellation provided for in 
subparagraph (c)(5) of this clause, and thereafter if there is no 
cancellation, the Contractor shall continue deliveries according to the 
contract delivery schedule, and the Government shall pay for such 
deliveries at the contract unit price, increased to the extent provided 
by paragraph (c) of this clause. 
 
 
 
 
52.216-18      ORDERING. (OCT 1995) 
 
(a) Any supplies and services to be furnished under this contract shall 
be ordered by issuance of delivery orders or task orders by the 
individuals or activities designated in the Schedule. Such orders may 
be issued from date of Contract Award through 31 Jul 2009, and, the end 
of any contract term extensions. 
 
(b) All delivery orders or task orders are subject to the terms and 
conditions of this contract. In the event of conflict between a 
delivery order or task order and this contract, the contract shall 
control. 
 
(c) If mailed, a delivery order or task order is considered "issued" 
when the Government deposits the order in the mail. Orders may be 
issued orally, by facsimile, or by electronic commerce methods only if 
authorized in the Schedule. 
 
(End of clause) 
 
 
 
52.216-19      ORDER LIMITATIONS.  (OCT 1995) 
 
(a) Minimum order. There is no minimum order under this contract. 
 
(b) Maximum order.  The Contractor is not obligated to honor: 
 
(1) Any order for a single item in excess $5,000,000.00. 
 
(2) Any order for a combination of items in excess of $10,000,000.00; 
or 
 
(3) A series of orders from the same ordering office within 10 days 
that together call for quantities exceeding the limitation in 
subparagraph (1) or (2) above. 
 



(c) If this is a requirements contract (i.e., includes the Requirements 
clause at subsection 52.216-21 of the Federal Acquisition Regulation 
(FAR)), the Government is not required to order a part of any one 
requirement from the Contractor if that requirement exceeds the 
maximum-order limitations in paragraph (b) above. 
 
(d) Notwithstanding paragraphs (b) and (c) above, the Contractor shall 
honor any order exceeding the maximum order limitations in paragraph 
(b), unless that order (or orders) is returned to the ordering office 
within 10 days after issuance, with written notice stating the 
Contractor's intent not to ship the item (or items) called for and the 
reasons.  Upon receiving this notice, the Government may acquire the 
supplies or services from another source. 
 
(End of clause) 
 
 
 
52.216-22     INDEFINITE QUANTITY.  (OCT 1995) 
 
(a) This is an indefinite-quantity contract for the supplies or 
services specified, and effective for the period stated, in the 
Schedule.  The quantities of supplies and services specified in the 
Schedule are estimates only and are not purchased by this contract. 
 
(b) Delivery or performance shall be made only as authorized by orders 
issued in accordance with the Ordering clause.  The Contractor shall 
furnish to the Government, when and if ordered, the supplies or 
services specified in the Schedule up to and including the quantity 
designated in the Schedule as the "maximum".  The Government shall 
order at least the quantity of supplies or services designated in the 
Schedule as the "minimum". 
 
(c) Except for any limitations on quantities in the Order Limitations 
clause or in the Schedule, there is no limit on the number of orders 
that may be issued.  The Government may issue orders requiring delivery 
to multiple destinations or performance at multiple locations. 
 
(d) Any order issued during the effective period of this contract and 
not completed within that period shall be completed by the Contractor 
within the time specified in the order.  The contract shall govern the 
Contractor's and Government's rights and obligations with respect to 
that order to the same extent as if the order were completed during the 
contract's effective period; provided, that the Contractor shall not be 
required to make any deliveries under this contract after 365 days 
after the date of the last delivery order issued. 
 
(End of clause) 
 
 
 
52.217-9     OPTION TO EXTEND THE TERM OF THE CONTRACT (MAR 2000) 
 
(a) The Government may extend the term of this contract by written 
notice to the Contractor within the time specified in Section B; 
provided that the Government gives the Contractor a preliminary written 
notice of its intent to extend at least 60 days before the contract 



expires. The preliminary notice does not commit the Government to an 
extension. 
 
(b) If the Government exercises this option, the extended contract 
shall be considered to include this option clause. 
 
(c) The total duration of this contract, including the exercise of any 
options under this clause, shall not exceed 10 years. 
(End of clause) 
 
 
 
52.223-11       OZONE-DEPLETING SUBSTANCES (MAY 2001) 
 
(a) Definition. Ozone-depleting substance, as used in this clause, 
means any substance the Environmental Protection Agency designates in 
40 CFR part 82 as-- 
 
(1) Class I, including, but not limited to, chlorofluorocarbons, 
halons, carbon tetrachloride, and methyl chloroform; or 
 
(2) Class II, including, but not limited to, hydrochlorofluorocarbons. 
 
(b) The Contractor shall label products which contain or are 
manufactured with ozone-depleting substances in the manner and to the 
extent required by 42 U.S.C. 7671j (b), (c), and (d) and 40 CFR Part 
82, Subpart E, as follows: 
 
“WARNING: Contains (or manufactured with, if applicable), a 
substance(s) which harm(s) public health and environment by destroying 
ozone in the upper atmosphere.”---------------------------- 
 
The Contractor shall insert the name of the substance(s). 
 
(End of clause4) 
 
 
 
52.232-19     AVAILABILITY OF FUNDS FOR THE NEXT FISCAL YEAR (APR 1984) 
 
Funds are not presently available for performance under this contract 
beyond 30 Sep 2005 .  The Government's obligation for performance of 
this contract beyond that date is contingent upon the availability of 
appropriated funds from which payment for contract purposes can be 
made.  No legal liability on the part of the Government for any payment 
may arise for performance under this contract beyond 30 Sep 2005, until 
funds are made available to the Contracting Officer for performance and 
until the Contractor receives notice of availability, to be confirmed 
in writing by the Contracting Officer. 
 
(End of clause) 
 
 
 
52.233-4     APPLICABLE LAW FOR BREACH OF CONTRACT CLAIM (OCT 2004) 
 



United States law will apply to resolve any claim of breach of this 
contract. 
 
(End of clause) 
 
 
 
52.248-1     VALUE ENGINEERING (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 net acquisition savings realized from 
accepted VECP's, in accordance with the incentive sharing rates in 
paragraph (f) below.  
 
(b) Definitions. "Acquisition savings,'' as used in this clause, means 
savings 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 allowable development and 
implementation costs;  
 
(2) Concurrent contract savings, which are net reductions in 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 units in the 
sharing base. On an instant contract, future contract savings include 
savings on increases in quantities 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 costs," as used in this clause, means agency cost of 
operation, maintenance, logistic support, or Government-furnished 
property.  
 
"Collateral savings," as used in this clause, means those measurable 
net reductions resulting from a VECP in the agency's overall projected 
collateral costs, exclusive of acquisition 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 changes in 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 a lump-sum payment, which 
cannot later be revised.  
 
"Government costs," as used in this clause, means those agency costs 
that result directly from developing and implementing 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 contract, under 
which the VECP is submitted. It does not include increases in 
quantities after acceptance of the VECP that are due to contract 
modifications, exercise of options, or additional orders.  If this is 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) resulting from using the VECP on this, the 
instant contract. If this is a service contract, the instant unit cost 
reduction is normally equal to the number of hours per line-item task 
saved by using the VECP on this contract, multiplied by the appropriate 
contract labor rate.  
 
"Negative instant contract savings" means the increase in the cost or 
price of this contract when the acceptance of a VECP results in an 
excess of the Contractor's allowable 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 savings, 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, means the 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.  
 
"Value engineering change proposal (VECP)" means a proposal that--  
 



(1) Requires a change to this, the instant contract, to implement; and  
 
(2) Results in reducing the overall projected cost to the agency 
without impairing essential functions or characteristics; provided, 
that it does not involve a change--  
 
(i) In deliverable end item quantities only;  
 
(ii) In research and development (R&D) end items or R&D test quantities 
that is due solely to results of previous 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 subparagraphs (1) through (8) 
below. 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 VECP preparation. The VECP shall include the 
following:  
 
(1) A description of the difference between the existing contract 
requirement and the proposed requirement, the comparative advantages 
and disadvantages of each, a justification when an item's function or 
characteristics are being altered, the effect of the change on the end 
item's performance, and any pertinent objective test data.  
 
(2) A list and analysis of the contract requirements that must be 
changed if the VECP is accepted, including any suggested specification 
revisions.  
 
(3) Identification of the unit to which the VECP applies.  
 
(4) A separate, detailed cost estimate for (i) the affected portions of 
the existing contract requirement and (ii) the VECP. The cost reduction 
associated with the VECP shall take into account the Contractor's 
allowable development and implementation costs, including any amount 
attributable to subcontracts under the Subcontracts paragraph 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 modification 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 contract numbers involved, and 
previous Government actions, if known.  
 



(d) Submission. The Contractor shall submit VECP's to the Contracting 
Officer, unless this contract states otherwise. 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 receives it. If additional time is required, the 
Contracting Officer will notify the Contractor within the 45-day period 
and provide the reason for the delay and the expected date of the 
decision. The Government will process VECP's expeditiously; however, it 
shall 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 
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 is a unilateral decision made solely at the discretion of the 
Contracting Officer.  
 
(f) Sharing rates. If a VECP is accepted, the Contractor shall share in 
net acquisition savings according to the percentages 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 (a) above (incentive, 
program requirement, or a combination as delineated in the Schedule), 
and (3) the source of the savings (the instant contract, or concurrent 
and future contracts), as follows:  
 

CONTRACTOR'S SHARE OF NET ACQUISITION SAVINGS 
(Figures in percent) 

     
Contract 
Type 

Incentive (Voluntary) Program Requirement 
(Mandatory) 

 Instant 
Contract 
Rate 

Concurrent 
and Future 
Contract 
Rate 

Instant 
Contract 
Rate 

Concurrent 
and Future 
Contract 
Rate 

Fixed-price 
(includes 
fixed-
price-

award-fee; 
excludes 
other 

fixed-price 

 (1) 50     (1) 50     (1) 25    25 



incentive 
contracts) 
Incentive 
(fixed-
price or 
cost) 

(other than 
award fee) 

 (2)      (1) 50     (2)     25 

Cost-
reimburseme

nt 
(includes 
cost-plus-
award-fee; 
excludes 

other cost-
type 

incentive 
Contracts) 

 (3) 25     (3) 25    15 15 

(1) The Contracting Officer may increase the Contractor's sharing 
rate to as high as 75 percent for each VECP. 

(2) Same sharing arrangement as the contract's profit or fee 
adjustment formula. 
(3) 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 price is 
reduced on the instant contract, (ii) reductions are negotiated in 
concurrent contracts, (iii) future contracts are awarded, or (iv) 
agreement is reached on a lump-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 
against 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) above). 
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 contract savings.  
 



(4) If the Government does not receive and accept all items on which 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 
subsequent modification issued as soon as possible 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 incentive 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 acquisition savings under 
the instant contract in accordance with the following:  
 
(i) Fixed-price contracts--add to contract price.  
 
(ii) 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 savings 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 line 
item on the instant 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 shall calculate the Contractor's share of 
concurrent contract savings by (i) subtracting from the reduction in 
price negotiated on the concurrent contract any Government costs or 
negative instant contract savings not yet offset and (ii) multiplying 
the result by the Contractor's sharing rate.  
 
(3) The Contracting Officer shall 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 
during 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 be included in a modification to this contract (see subparagraph 
(h)(3) above) 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 all the savings on the instant contract 
and on its concurrent contracts only.  
 
(ii) The Government will keep all the savings resulting from concurrent 
contracts placed on other sources, savings from all future contracts, 
and all collateral savings.  
 
(j) 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 a typical year of use after subtracting 
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, target cost, or estimated cost, at the time the 
VECP is accepted, or $100,000, whichever is greater. The Contracting 
Officer will be the sole determiner of the amount of collateral 
savings. 
 
(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 targets but provides no incentive to surpass them, the value 
engineering sharing shall apply only to the amount of achievement 
better than target.  
 
(l) Subcontracts. The Contractor shall include an appropriate value 
engineering clause in any subcontract of $100,000 or more and may 
include one in subcontracts of lesser value. 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 costs shall include any subcontractor's 
allowable development and implementation costs, and any value 
engineering incentive 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 payments 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 the Value Engineering 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 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 submitted as limited rights technical 
data, the Government shall have the rights specified in the contract 
modification implementing 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) 
 
 
 
52.252-2      CLAUSES INCORPORATED BY REFERENCE (FEB 1998)  
 
This contract incorporates one or more clauses by reference, with the 
same force and effect as if they were given in full text. Upon request, 
the Contracting Officer will make their full text available. Also, the 
full text of a clause may be accessed electronically at this/these 
address(es): 
 
http://farsite.hill.af.mil/
 
(End of clause) 
 
 
 
52.252-4     ALTERATIONS IN CONTRACT (APR 1984) 
 
Portions of this contract are altered as follows: 
 
       
 
(End of clause) 
 
 
52.252-6     AUTHORIZED DEVIATIONS IN CLAUSES (APR 1984) 
 
(a) The use in this solicitation or contract of any Federal Acquisition 
Regulation (48 CFR Chapter 1) clause with an authorized deviation is 
indicated by the addition of "(DEVIATION)" after the date of the 
clause. 
 
(b) The use in this solicitation or contract of any Federal Acquisition 
Regulation (48 CFR Chapter 1) clause with an authorized deviation is 
indicated by the addition of "(DEVIATION)" after the name of the 
regulation. 
 
(End of clause) 

http://farsite.hill.af.mil/


 
 
 
252.247-7023     TRANSPORTATION OF SUPPLIES BY SEA (MAY 2002) ALTERNATE 
III (MAY 2002) 
 
(a) Definitions.  As used in this clause -- 
 
(1) "Components" means articles, materials, and supplies incorporated 
directly into end products at any level of manufacture, fabrication, or 
assembly by the Contractor or any subcontractor. 
 
(2) "Department of Defense" (DoD) means the Army, Navy, Air Force, 
Marine Corps, and defense agencies. 
 
(3) "Foreign flag vessel" means any vessel that is not a U.S.-flag 
vessel. 
 
(4) "Ocean transportation" means any transportation aboard a ship, 
vessel, boat, barge, or ferry through international waters. 
 
(5) "Subcontractor" means a supplier, materialman, distributor, or 
vendor at any level below the prime contractor whose contractual 
obligation to perform results from, or is conditioned upon, award of 
the prime contract and who is performing any part of the work or other 
requirement of the prime contract.   
 
(6) "Supplies" means all property, except land and interests in land, 
that is clearly identifiable for eventual use by or owned  by the DoD 
at the time of transportation by sea. 
 
(i) An item is clearly identifiable for eventual use by the DoD if, for 
example, the contract documentation contains a reference to a DoD 
contract number or a military destination. 
 
(ii) "Supplies" includes (but is not limited to) public works; 
buildings and facilities; ships; floating equipment and vessels of 
every character, type, and description, with parts, subassemblies, 
accessories, and equipment; machine tools; material; equipment; stores 
of all kinds; end items; construction materials; and components of the 
foregoing. 
 
(7) "U.S.-flag vessel" means a vessel of the United States or belonging 
to the United States, including any vessel registered or having 
national status under the laws of the United States. 
 
(b)(1) The Contractor shall use U.S.-flag vessels when transporting any 
supplies by sea under this contract. 
 
(2) A subcontractor transporting supplies by sea under this contract 
shall use U.S.-flag vessels if-- 
 
(i) This contract is a construction contract; or 
 
(ii) The supplies being transported are-- 
 
(A) Noncommercial items; or 



 
(B) Commercial items that-- 
 
(1) The Contractor is reselling or distributing to the Government 
without adding value (generally, the Contractor does not add value to 
items that it contracts for f.o.b. destination shipment); 
 
(2) Are shipped in direct support of U.S. military contingency 
operations, exercises, or forces deployed in humanitarian or 
peacekeeping operations; or 
 
(3) Are commissary or exchange cargoes transported outside of the 
Defense Transportation System in accordance with 10 U.S.C. 2643. 
 
(c) The Contractor and its subcontractors may request that the 
Contracting Officer authorize shipment in foreign-flag vessels, or 
designate available U.S.-flag vessels, if the Contractor or a 
subcontractor believes that -- 
 
(1) U.S.-flag vessels are not available for timely shipment; 
 
(2) The freight charges are inordinately excessive or unreasonable; or 
 
(3) Freight charges are higher than charges to private persons for 
transportation of like goods. 
 
(d) The Contractor must submit any request for use of other than U.S.-
flag vessels in writing to the Contracting Officer at least 45 days 
prior to the sailing date necessary to meet its delivery schedules.  
The Contracting Officer will process requests submitted after such 
date(s) as expeditiously as possible, but the Contracting Officer's 
failure to grant approvals to meet the shipper's sailing date will not 
of itself constitute a compensable delay under this or any other clause 
of this contract.  Requests shall contain at a minimum -- 
 
(1) Type, weight, and cube of cargo; 
 
(2) Required shipping date; 
 
(3) Special handling and discharge requirements; 
 
(4) Loading and discharge points; 
 
(5) Name of shipper and consignee; 
 
(6) Prime contract number; and 
 
(7) A documented description of efforts made to secure U.S.-flag  
vessels, including points of contact (with names and telephone numbers) 
with at least two U.S.-flag carriers contacted.  Copies of telephone 
notes, telegraphic and facsimile message or letters will be sufficient 
for this purpose. 
 
(e) The Contractor shall, within 30 days after each shipment covered by 
this clause, provide the Contracting Officer and the Maritime 
Administration, Office of Cargo Preference, U.S. Department of 
Transportation, 400 Seventh Street SW., Washington, DC 20590, one copy 



of the rated on board vessel operating carrier's ocean bill of lading, 
which shall contain the following information: 
 
(1) Prime contract number; 
 
(2) Name of vessel; 
 
(3) Vessel flag of registry; 
 
(4) Date of loading; 
 
(5) Port of loading; 
 
(6) Port of final discharge; 
 
(7) Description of commodity; 
 
(8) Gross weight in pounds and cubic feet if available; 
 
(9) Total ocean freight in U.S. dollars; and 
 
(10) Name of the steamship company. 
 
(f) The Contractor shall insert the substance of this clause, including 
this paragraph (f), in subcontracts that are for a type of supplies 
described in paragraph (b)(2) of this clause. 
 
(End of clause) 


