
  

   

    T-SM-6 BLK IB 3S19CP059-A001 

 
Business Unit: RMD  
Customer Contract Number: 
Prime Contract Number: 3S19CP059-A001 
Task Order/Delivery Order Number:  
Modification Number:  
DPAS Rating:  
DUNS Number:  
Date of Creation: 03/30/2021  
 
The following customer contract requirements apply to this Purchase Order to the extent indicated below 
and are hereby incorporated into the Purchase Order by full text or by reference with the same force and 
effect as if they were given in full text. Upon Seller's request, Buyer's Purchasing Representative will make 
their full text available. Also, the full text of a FAR or DFARS provision or clause may be accessed electronically 
at these addresses: http://farsite.hill.af.mil/ or https://www.acquisition.gov/far/:  
 
In all provisions and clauses listed herein, terms shall be revised to suitably identify the party to establish 
Seller’s obligations to Buyer and to the Government, and to enable Buyer to meet its obligations under the 
prime contract. Without limiting the generality of the foregoing, and except where further clarified or modified 
below, the term “Government” and equivalent phrases shall mean “Buyer”, the term “Contracting Officer” 
shall mean “Buyer’s Purchasing Representative", the term “Contractor” or “Offeror” shall mean “Seller”, 
“Subcontractor” shall mean “Seller’s Subcontractor” under this Purchase Order, and the term “Contract” shall 
mean this “Purchase Order”. For the avoidance of doubt, the words “Government” and “Contracting Officer” 
do not change: (1) when a right, act, authorization or obligation can be granted or performed only by the 
Government or the prime contract Contracting Officer or duly authorized representative, such as in FAR 
52.227-1 and FAR 52.227-2 or (2) when title to property is to be transferred directly to the Government. Seller 
shall incorporate into each lower tier contract issued in support of this Purchase Order all applicable FAR and 
DFARS provisions and clauses in accordance with the flow down requirements specified in such clauses. 
Nothing in this Purchase Order grants Seller a direct right of action against the Government. If any of the 
following FAR or DFARS clauses do not apply to this Purchase Order, such clauses are considered to be self-
deleting. 
 
CLAUSES INCORPORATED BY REFERENCE: 
 
52.203-5  Covenant Against Contingent Fees (May 2014) 
52.203-6  Restrictions on Subcontractor Sales to the Government (Sep 2006) 
52.203-7  Anti-Kickback Procedures (May 2014) 
52.203-12 Limitation on Payments to Influence Certain Federal Transactions (Oct 2010) 
52.203-13 Contractor Code of Business Ethics and Conduct (Oct 2015) 
52.203-14 Display of Hotline Poster(s)  (Oct 2015) 
52.203-17 Contractor Employee Whistleblower Rights and Requirement To Inform Employees 

of Whistleblower Rights (APR 2014) 
52.204-2 Security Requirements (Aug 1996) 
52.204-4 Printed or Copied Double-Sided on Recycled Paper (May 2011) 
52.204-10 Reporting Executive Compensation and First-Tier Subcontract Awards (Oct 2018) 
52.209-6 Protecting the Governments Interest When Subcontracting with Contractors 

Debarred, Suspended, or Proposed for Debarment (Oct 2015) 
52.211-5 Material Requirements (Aug 2000) 
52.211-15 Defense Priority and Allocation Requirements  (Apr 2008) 



  

   

52.215-2 Audit and Records – Negotiation (Oct 2010) 
52.215-12 Subcontractor Certified Cost or Pricing Data  (Oct 2010) 
52.215-14 Integrity of Unit Prices (Oct 2010) 
52.215-15 Pension Adjustments and Asset Reversions (Oct 2010) 
52.215-18 Reversion or Adjustment of Plans for Postretirement Benefits (PRB) Other Than 

Pensions (Jul 2005) 
52.215-19 Notification of Ownership Changes (Oct 1997) 
52.215-23 Limitations on Pass-Through Charges (Oct 2009) 
52.219-11 Representation by Corporations Regarding Delinquent Tax Liability or a Felony 

Conviction under any Federal Law (Feb 2016) 
52.222-21 Prohibition of Segregated Facilities (Apr 2015) 
52.222-26 Equal Opportunity (Sep 2016) 
52.222-35 Equal Opportunity for Veterans (Oct 2015) 
52.222-36 Equal Opportunity for Workers with Disabilities (Jul 2014) 
52.222-37 Employment Reports on Special Disabled Veterans, Veterans of the Vietnam Era, and 

Other Eligible Veterans  (Feb 2016) 
52.222-40 Notification of Employee Rights Under the National Labor Relations Act (Dec 2010) 
52.222-50 Combating Trafficking in Persons (Jan 2019) 
52.222-54 Employment Eligibility Verification (Oct 2015) 
52.223-18 Encouraging Contractor Policies to Ban Text Messaging while Driving (Aug 2011) 
52.225-13 Restrictions on Certain Foreign Purchases  (Jun 2008) 
52.227-1 Authorization and Consent  (Dec 2007) 
52.227-2 Notice and Assistance Regarding Patent and Copyright Infringement  (Dec 2007) 
52.227-10 Filing of Patent Applications -- Classified Subject Matter (Dec 2007) 
52.230-2 Cost Accounting Standards (Oct 2015) 
52.230-3 Disclosure and Consistency of Cost Accounting Practices (Oct 2015) 
52.230-6 Administration of Cost Accounting Standards (Jun 2010) 
52.232-20 Limitation of Cost (Apr 1984) 
52.232-22 Limitation of Funds (Apr 1984) 
52.232-39 Unenforceability of Unauthorized Obligations  (Jun 2013) 
52.232-40 Providing Accelerated Payments to Small Business Subcontractors  (Dec 2013) 
52.243-2 Changes-Cost-Reimbursement (AUG 1987) - Alternate V (APR 1984) 
52.244-6 Subcontracts for Commercial Items (Aug 2019) 
52.245-1 Government Property (Jan 2017) 
52.245-1 Government Property (Apr 2012) - Alternate I 
252.203-7000 Requirements Relating to Compensation of Former DoD Officials  (SEP 2011) 
252.203-7001 Prohibition on Persons Convicted of Fraud or Other Defense-Contract-Related 

Felonies  (Dec 2008) 
252.203-7002 Requirement to Inform Employees of Whistleblower Rights (Sep 2013) 
252.204-7000 Disclosure of Information (Oct 2016) 
252.204-7012 Safeguarding Covered Defense Information and Cyber Incident Reporting (DEC 2019) 
252.211-7003 Item Identification and Valuation (Mar 2016) 
252.222-7006 Restrictions on the Use of Mandatory Arbitration Agreements (Dec 2010) 
252.223-7004 Drug-Free Work Force (SEP 1988) 
252.225-7012 Preference for Certain Domestic Commodities  (Dec 2017) 
252.225-7048 Export-Controlled Items (Jun 2013) 
252.227-7013 Rights in Technical Data—Noncommercial Items (Feb 2014) 
252.227-7014 Rights in Noncommercial Computer Software and Noncommercial Software 

Documentation (Feb 2014) 
252.227-7015 Technical Data–Commercial Items (FEB 2014) 



  

   

252.227-7016 Rights in Bid or Proposal Information (Jan 2011) 
252.227-7019 Validation of Asserted Restrictions--Computer Software (Sep 2016) 
252.227-7020 Rights in Special Works (Jun 1995) 
252.227-7037 Validation of Restrictive Markings on Technical Data  (Sep 2016) 
252.227-7038 Patent Rights—Ownership by the Contractor (Large Business)  (Jun 2012) 
252.227-7039 Patents--Reporting of Subject Inventions  (Apr 1990) 
252.239-7001 Information Assurance Contractor Training and Certification (JAN 2008) 
252.246-7001 Warranty of Data (MAR 2014) 
 
CLAUSES INCORPORATED IN FULL TEXT: 
 
52.244-2 & Alt I  Subcontracts (Jun 2020)  

a) Definitions. As used in this clause- 

     "Approved purchasing system" means a Contractor’s purchasing system that has been reviewed and 
approved in accordance with part  44 of the Federal Acquisition Regulation (FAR). 

     "Consent to subcontract" means the Contracting Officer’s written consent for the Contractor to enter into 
a particular subcontract. 

      Subcontract means any contract, as defined in FAR subpart  2.1, entered into by a subcontractor to furnish 
supplies or services for performance of the prime contract or a subcontract. It includes, but is not limited to, 
purchase orders, and changes and modifications to purchase orders. 

      (b) When this clause is included in a fixed-price type contract, consent to subcontract is required only on 
unpriced contract actions (including unpriced modifications or unpriced delivery orders), and only if required 
in accordance with paragraph (c) or (d) of this clause. 

      (c) If the Contractor does not have an approved purchasing system, consent to subcontract is required for 
any subcontract that- 

           (1) Is of the cost-reimbursement, time-and-materials, or labor-hour type; or 

           (2) Is fixed-price and exceeds- 

                (i) For a contract awarded by the Department of Defense, the Coast Guard, or the National 
Aeronautics and Space Administration, the greater of the simplified acquisition threshold, as defined in FAR 
2.101 on the date of subcontract award, or 5 percent of the total estimated cost of the contract; or 

                (ii) For a contract awarded by a civilian agency other than the Coast Guard and the National 
Aeronautics and Space Administration, either the simplified acquisition threshold, as defined in FAR 2.101 on 
the date of subcontract award, or 5 percent of the total estimated cost of the contract. 

      (d) If the Contractor has an approved purchasing system, the Contractor nevertheless shall obtain the 
Contracting Officer’s written consent before placing the following subcontracts: 

      ___________________________________________________________________________  

https://www.acquisition.gov/far/part-44#FAR_Part_44
https://www.acquisition.gov/far/subpart-2.1#FAR_Subpart_2_1
https://www.acquisition.gov/far/2.101#FAR_2_101
https://www.acquisition.gov/far/2.101#FAR_2_101


  

   

      (e) (1) The Contractor shall notify the Contracting Officer reasonably in advance of placing any subcontract 
or modification thereof for which consent is required under paragraph (b), (c), or (d) of this clause, including 
the following information: 

                (i) A description of the supplies or services to be subcontracted. 

                (ii) Identification of the type of subcontract to be used. 

                (iii) Identification of the proposed subcontractor. 

                (iv) The proposed subcontract price. 

                (v) The subcontractor’s current, complete, and accurate certified cost or pricing data and Certificate 
of Current Cost or Pricing Data, if required by other contract provisions. 

                (vi) The subcontractor’s Disclosure Statement or Certificate relating to Cost Accounting Standards 
when such data are required by other provisions of this contract. 

                (vii) A negotiation memorandum reflecting- 

                     (A) The principal elements of the subcontract price negotiations; 
                     (B) The most significant considerations controlling establishment of initial or revised prices; 
                     (C) The reason certified cost or pricing data were or were not required; 
                     (D) The extent, if any, to which the Contractor did not rely on the subcontractor’s certified cost or 
pricing data in determining the price objective and in negotiating the final price; 
                     (E) The extent to which it was recognized in the negotiation that the subcontractor’s certified cost 
or pricing data were not accurate, complete, or current; the action taken by the Contractor and the 
subcontractor; and the effect of any such defective data on the total price negotiated; 
                     (F) The reasons for any significant difference between the Contractor’s price objective and the 
price negotiated; and 

                     (G) A complete explanation of the incentive fee or profit plan when incentives are used. The 
explanation shall identify each critical performance element, management decisions used to quantify each 
incentive element, reasons for the incentives, and a summary of all trade-off possibilities considered. 

(e)(2) If the Contractor has an approved purchasing system and consent is not required under paragraph (c), 
or (d) of this clause, the Contractor nevertheless shall notify the Contracting Officer reasonably in advance of 
entering into any (i) cost-plus-fixed-fee subcontract, or (ii) fixed-price subcontract that exceeds either the 
simplified acquisition threshold, as defined in FAR 2.101 on the date of subcontract award, or 5 percent of 
the total estimated cost of this contract. The notification shall include the information required by 
paragraphs (e)(1)(i) through (iv) of this clause. 

(f) Unless the consent or approval specifically provides otherwise, neither consent by the Contracting Officer 
to any subcontract nor approval of the Contractor’s purchasing system shall constitute a determination- 
           (1) Of the acceptability of any subcontract terms or conditions; 
           (2) Of the allowability of any cost under this contract; or 
           (3) To relieve the Contractor of any responsibility for performing this contract. 



  

   

      (g) No subcontract or modification thereof placed under this contract shall provide for payment on a cost-
plus-a-percentage-of-cost basis, and any fee payable under cost-reimbursement type subcontracts shall not 
exceed the fee limitations in FAR 15.404-4(c)(4)(i). 

      (h) The Contractor shall give the Contracting Officer immediate written notice of any action or suit filed 
and prompt notice of any claim made against the Contractor by any subcontractor or vendor that, in the 
opinion of the Contractor, may result in litigation related in any way to this contract, with respect to which 
the Contractor may be entitled to reimbursement from the Government. 

      (i) The Government reserves the right to review the Contractor’s purchasing system as set forth in FAR 
subpart  44.3. 

      (j) Paragraphs (c) and (e) of this clause do not apply to the following subcontracts, which were evaluated 
during negotiations: 
 
52.248-1 Value Engineering  (Oct 2010) 
(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) of this clause.  
 
(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 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. 
 

https://www.acquisition.gov/far/15.404-4#FAR_15_404_4
https://www.acquisition.gov/far/subpart-44.3#FAR_Subpart_44_3


  

   

 “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 
paragraphs (c)(1) through (8) 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 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. 
 
(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 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 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) of this clause (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: 
 
TBD 
 
(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 paragraph (i)(4) of this clause). 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) 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 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 paragraph (h)(5) of this clause. 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 
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 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 
$150,000 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.) 
 

 


