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Flowdown Attachment  
RIS FDA-2022.0055 

 
Solicitation or RFP No.: N00019-22-R-0002 
DPAS Rating: TBD (any resulting contracts will be DO rated) 
 
If the Purchase Order is valued at or above $750,000 ($1,500,000 for construction), and is not for 
commercial items, the following applies:  
 

In order to meet the requirements of FAR 52.219-9 or DFARS 252.219-7004, the Seller agrees to 
provide a Small Business Subcontracting Plan prior to the award of a Purchase Order.  The referenced 
plan should contain goals for subcontracting with small businesses, small disadvantaged businesses, 
woman-owned small business, historically under-utilized small business, veteran owned and service 
disabled veteran owned businesses in accordance with the plan requirements outlined in FAR 52.219-9 
or DFARS 252.219-7004.  

 
In addition, the Seller must submit an Individual Subcontracting Report (ISR) via the Electronic 
Subcontracting Reporting System (eSRS) (http://www.esrs.gov) on a semi-annual basis for reporting 
periods ending on March 31st and September 30th.  Reports are due no later than 30 days after the 
close of each reporting period. 

 
Email for Seller’s official acknowledging or rejecting the ISR: ris.esrs@raytheon.com  

 (Seller must include contractor official on the ISR report email notification) 
 
            In the event of a conflict between the threshold in this section and a threshold set forth in the 
            applicability statement of 52.219-9 or 252.219-7004 below, the threshold in this section shall 
            control. 
 
The following customer contract requirements apply to this Order or Purchase Order to the extent indicated 
below and are hereby incorporated into the Order or Purchase Order by full text or by reference with the same 
force and effect as if they were given in full text.  Upon Supplier’s or 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: https://www.acquisition.gov/dfars/part-252-solicitation-
provisions-and-contract-clauses or https://www.acquisition.gov/far/: 

Whenever necessary to make the context of the Clauses applicable to the Order or Purchase Order, 
the term “Contractor” or “Offeror” shall mean “Supplier” or “Seller”, “Subcontractor” shall mean 
“Seller’s Subcontractor”, the term “Contract” shall mean the Order or Purchase Order, and the term 
“Government”, “Contracting Officer” and equivalent phrases shall mean Buyer, except the terms 
“Government” and “Contracting Officer” do not change: (a) in the phrases, “Government Property”, 
“Government-Furnished Property”, and “Government-Owned Property”, (b) in the patent Clauses if 
incorporated herein, (c) when a right, act, authorization, or obligation can be granted or performed 
only by the Government or the Contracting Officer or a duly authorized representative, such as in FAR 
52.227-1 and FAR 52.227-2, (d) when title to property is to be transferred directly to the Government, 
(e) when access to Proprietary Information is required, except as specifically otherwise provided 
herein, and (f) where specifically modified herein.  Supplier or Seller shall incorporate into each lower-

mailto:ris.esrs@raytheon.com
https://www.acquisition.gov/dfars/part-252-solicitation-provisions-and-contract-clauses
https://www.acquisition.gov/dfars/part-252-solicitation-provisions-and-contract-clauses
https://www.acquisition.gov/far/
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tier subcontract placed in support of the Order or Purchase Order all applicable Clauses in accordance 
with the flowdown requirements specified in each such Clause.  If any of the following clauses do not 
apply to this Order or Purchase Order, such clauses are considered to be self-deleting.  

SPECIAL CONTRACT REQUIREMENTS: 
 
C-TXT-PDNT PROTECTION OF DEPARTMENT OF NAVY TRADEMARKS (DEC 2020) 
 
(Applicable to all Purchase Orders.) 
 
 The contractor shall not assert any claim, in any jurisdiction, based on trademark or other name or 
design-based causes of action that are based on rights the contractor believes it has in the term(s) Next 
Generation Jammer (NGJ) Increment I, Next Generation Jammer Mid Band (NGJ-MB), AN/ALQ-249(V)1 (the 
“Designation(s)”), against the Government or others authorized by the Government to use the Designation(s) 
(including the word(s), name, symbol, or design) acting within the scope of such authorization (i.e. claims for 
trademark infringement, dilution, trade dress infringement, unfair competition, false advertising, palming off, 
passing off, or counterfeiting). Such authorization shall be implied by the award of a Government contract to 
any party for the manufacture, production, distribution, use, modification, maintenance, sustainment, or 
packaging of the products and services identified under this contract, and the scope of such implied 
authorization is defined as the use of the Designation(s) in performance under such contract by the prime 
contractor and its subcontractors and suppliers at any tier. In all other cases, the scope of the authorization 
will be defined by the Government in writing. 
 
 The contractor shall notify the contracting officer at least 30 days before asserting rights in, or filing an 
application to register, any one of the Designation(s) in any jurisdiction within the United States. Any such 
notification shall be in writing and shall identify the Designation(s) (including the word(s), name, symbol, or 
design), provide a statement as to its intended use(s) in commerce, and list the particular classes of goods or 
services in which registration will be sought. 
 
H-TXT-01 ITEMS ON THE DATA ACCESSION LIST (DAL) AND LICENSE RIGHTS 
 
(Applicable to all Purchase Orders.) 
 
 In accordance with Data Item Description DI-MGMT-81453A, the contractor shall identify the 
Government's rights in all technical data and computer software listed on the DAL. For purposes of restrictive 
markings, the contractor shall treat items listed on the DAL as if the items were required for delivery by a 
Contract Data Requirements List (CDRL). Therefore, the contractor shall mark all items listed on the DAL in 
accordance with DFARS 252.227-7013, 252.227-7014, and 252.227-7015. 
 
H-TXT-GFP RENT-FREE USE OF GOVERNMENT PROPERTY ACCOUNTABLE UNDER AN ALTERNATE 
GOVERNMENT CONTRACT (NAVAIR)(MAY 2016) 
 
(Applicable to all Purchase Orders.) 
 
(a) Pursuant to FAR 45.301, authorization is granted to use the Government property identified below on a 
non-interference basis without rental charge in the performance of this contract and subcontracts of any tier 
issued hereunder. Government property currently accountable and managed under the following contracts: 
All property accountable under the Low Rate Initial Production (LRIP) Contract, N0001921C0053. 
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Contract 
Number 

Nomenclature/ 
Description 

Part/Model/ 
Number 

Mfg Serial 
Number 
(Unique 
Item 
Identifier) 

Quality/Unit 
of Issue 

Property 
Provided 
“As Is” 
Yes/No 

 
 
 
 
 
 
 

      

 
 
 
 
 
 
 

      

 
 
(b) The said property shall be governed by the terms and conditions of the contract(s) under which it is 
accountable. 
 
(c) The contractor is responsible for scheduling the use of the said property. The Government shall not be 
responsible for conflicts, delay or disruptions to any work performed by the contractor due to use of the 
property under this contract or any other contracts under which use of such property is authorized. 
 
FAR AND DFARS CLAUSES INCORPORATED BY REFERENCE: 
 

Clause Number Title  
Applicability (Reference to “Purchase 
Orders” includes underlying 
Solicitations) 

Applies to Commercial (C) 
and/or Non-Commercial 
(NC) procurements 

C NC 

52.215-10 Price Reduction for Defective 
Certified Cost or Pricing Data 
(Aug 2011) 

Applicable to all Purchase Orders that 
require the Seller to provide certified 
cost or pricing data. This clause does not 
apply to Purchase Orders for commercial 
items or if the Seller qualifies for any of 
the other exemptions in FAR 15.403-1.  

  X 

52.215-14 Integrity of Unit Prices (Jun 
2020) - Alternate I (Oct 1997) 

Applicable to Purchase Orders exceeding 
the Simplified Acquisition Threshold less 
paragraph (b) in the clause, except for 
construction or architect-engineer 
services under FAR Part 36; utility 
services under FAR Part 41; services 
where supplies are not required; and 

  X 
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Clause Number Title  
Applicability (Reference to “Purchase 
Orders” includes underlying 
Solicitations) 

Applies to Commercial (C) 
and/or Non-Commercial 
(NC) procurements 

C NC 

petroleum products. 

52.215-21 Requirements for Certified 
Cost or Pricing Data and Data 
Other Than Certified Cost or 
Pricing Data – Modifications  
(Jun 2020) - Alternate III (Oct 
1997) 

Applicable to all Purchase Orders when 
certified cost or pricing data, or data 
other than certified cost or pricing data, 
will be required for modifications and 
submission via electronic media is 
required. 

X X 

52.222-19 Child Labor—Cooperation With 
Authorities and Remedies 
(DEVIATION 2020-O0019) (Jul 
2020) 

Applicable to Purchase Orders for the 
acquisition of supplies that are expected 
to exceed the micro-purchase 
thresholds. 

X X 

52.222-24 Preaward On-Site Equal 
Opportunity Compliance 
Evaluation (Feb 1999) 

Applicable to anticipated first tier 
suppliers' Purchase Orders of $10 million 
or more, other than those for 
construction, that are subject to a 
preaward compliance evaluation by the 
Office of Federal Contract Compliance 
Programs (OFCCP) 

X X 

52.232-28 Invitation to Propose 
Performance Based Payments 
(Mar 2000) 

  X X 

52.232-32 Performance-Based Payments 
(Apr 2012) 

Applicable to Purchase Orders only when 
Performance Based Payments are 
expressly approved by Buyer via order 
specific text on the Purchase Order. 

X X 

52.232-39 Unenforceability of 
Unauthorized Obligations (Jun 
2013) 

Applicable to all Purchase Orders 
involving EULA, TOS, or similar software 
agreement.  

X X 

52.243-2 Changes-Cost-Reimbursement 
(Aug 1987) - Alternate I (Apr 
1984) 

Applicable to cost-reimbursement 
Purchase Orders. 

X X 

52.246-2 Inspection of Supplies-Fixed-
Price (Aug 1996) - ALTERNATE I 
(Jul 1985) 

Applicable to all fixed-price Purchase 
Orders for supplies, or services that 
involve the furnishing of supplies. 

X X 

252.204-7004 Antiterrorism Awareness 
Training for Contractors (Feb 
2019) 

Applicable to all Purchase Orders, 
including Purchase Orders for 
commercial items, when Seller 
performance requires routine physical 
access to a Federally-controlled facility 
or military installation. 

X X 
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Clause Number Title  
Applicability (Reference to “Purchase 
Orders” includes underlying 
Solicitations) 

Applies to Commercial (C) 
and/or Non-Commercial 
(NC) procurements 

C NC 

252.204-7019 Notice of NIST SP 800-171 DOD 
Assessment Requirements 
(Nov 2020) 

Applicable to all Purchase Orders, 
including those using FAR part 12 
procedures for the acquisition of 
commercial items, except for those that 
are solely for the acquisition of COTS 
items. 

 X  X 

252.209-7004 Subcontracting with Firms that 
are Owned or Controlled by 
the Government of a Country 
that is a State Sponsor of 
Terrorism (May 2019)   

Applicable to Purchase Orders over 
$35,000. 

X X 

252.215-7015 Program Should-Cost Review 
(Nov 2019) 

Applicable for the development or 
production of a major weapon system. 

X X 

252.219-7004 Small Business Subcontracting 
Plan (Test Program) (May 
2019) 

Applicable to all Purchase Orders to 
Sellers that participate in the Test 
Program described in DFARS 219.702-70, 
if the subcontract is expected to exceed 
$750,000 ($1.5 million for construction 
of any public facility) and to have further 
subcontracting opportunities. 

X X 

252.223-7004 Drug-Free Work Force (Sep 
1988) 

Applicable to Purchase Orders except 
when (i) performance or partial 
performance will be outside the United 
States and its outlying areas. (ii)  the 
value of the acquisition is at or below the 
Simplified Acquisition Threshold, or (iii) 
the Purchase order is for Commercial 
Items. 

 X 

252.225-7003 Report of Intended 
Performance Outside the 
United States and Canada—
Submission with Offer (Oct 
2020) 

Applicable to Purchase Orders with first-
tier Seller if the estimated value of the 
resulting purchase order will exceed 
$750,000 and the Seller intends to 
perform any part of the contract outside 
the United States and Canada that could 
be performed inside the United States or 
Canada. 

X X 

252.225-7013 Duty-Free Entry (Deviation 
2020-O0019) (Jul 2020) 

Applicable to Purchase Orders for the 
acquisition of (i) Qualifying Country 
Components (as defined in paragraph (a) 
of this clause) or (ii) Nonqualifying 
Country Components (defined in 
paragraph (a)) for which the Seller 
estimates that duty will exceed $200 per 

X X 
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Clause Number Title  
Applicability (Reference to “Purchase 
Orders” includes underlying 
Solicitations) 

Applies to Commercial (C) 
and/or Non-Commercial 
(NC) procurements 

C NC 

unit to be delivered from foreign 
locations that will be entering into the 
customs territory of the United States. 
Information required by paragraphs (j)(2) 
and (j)(3) of this clause will be made 
available upon request. 

252.225-7971 PROHIBITION ON USE OF 
CERTAIN ENERGY SOURCED 
FROM INSIDE THE RUSSIAN 
FEDERATION—
REPRESENTATION (DEVIATION 
2020-O0018) (MAY 2020) 

Applicable to Purchase Orders of 
furnished energy for a covered military 
installation, including solicitations using 
FAR part 12 procedures for the 
acquisition of commercial items, unless a 
waiver has been granted by the head of 
agency in accordance with section 2821 
of the National Defense Authorization 
Act for Fiscal Year 2020 (Pub. L. 116-92): 

 X  X 

252.225-7973 PROHIBITION ON THE 
PROCUREMENT OF FOREIGN-
MADE UNMANNED AIRCRAFT 
SYSTEMS - REPRESENTATION 
(MAY 2020) (DEVIATION 2020-
O0015) 

Applicable to all Purchase Orders 
including for the acquisition of 
commercial items, unless (a) the 
acquisition is for counter-unmanned 
aircraft system surrogate testing and 
training, or for intelligence, electronic 
warfare, and information warfare 
operations, texting, analysis, and 
training; or (b) a waiver has been 
granted by the Secretary of Defense.  

X X 

252.227-7039 Patents--Reporting of Subject 
Inventions  (Apr 1990) 

Applicable to all Purchase Orders for 
experimental, developmental, or 
research work to be performed by a 
small business concern or nonprofit 
organization 

 X 

252.234-7003 Notice of Cost and Software 
Data Reporting System--Basic 
(Nov 2014) 

Applicable to Purchase Orders at any tier 
that exceed $50 million. 

X X 

252.234-7004 Cost and Software Data 
Reporting System (Nov 2014) 

Applicable to Purchase Orders that 
exceed $50 million 

X X 

252.235-7003 Frequency Authorization (Mar 
2014) - ALTERNATE I (Mar 
2014) 

Applicable to all Purchase Orders 
requiring the development, production, 
construction, testing, or operation of a 
device for which a radio frequency 
authorization is required.  

X X 

252.239-7000 Protection Against 
Compromising Emanations 

Applicable to all Purchase Orders 
involving information technology that 

X X 
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Clause Number Title  
Applicability (Reference to “Purchase 
Orders” includes underlying 
Solicitations) 

Applies to Commercial (C) 
and/or Non-Commercial 
(NC) procurements 

C NC 

(Oct 2019) requires protection against 
compromising emanations. 

252.239-7001 Information Assurance 
Contractor Training and 
Certification (Jan 2008) 

Applicable to all Purchase Orders 
involving Seller performance of 
information assurance functions as 
described in DoD 8570.01-M. 

X X 

252.246-7001 Warranty of Data - Alternate II 
(Mar 2014) 

Applicable  Purchase Orders when Buyer 
will be required to deliver to the 
Government Seller’s technical data 
pertaining to noncommercial items, or 
pertaining to commercial items for which 
the Government will have paid for any 
portion of the development costs.  

X X 

252.246-7008 Sources of Electronic Parts 
(May 2018) 

Applicable to all Purchase Orders for 
electronic parts or assemblies containing 
electronic parts, unless Seller is the 
original manufacturer. 

X X 

 
 
NAVAL SUPPLY SYSTEMS COMMAND CLAUSES INCORPORATED BY FULL TEXT: 
 
5252.204-9505 SYSTEM AUTHORIZATION ACCESS REQUEST NAVY (SAAR-N) REQUIREMENTS FOR 
INFORMATION TECHNOLOGY(IT) (NAVAIR) (NOV 2017) 

(Applicable to all Purchase Orders.) 

(a) Contractor personnel assigned to perform work under this contract may require access to Navy 
Information Technology (IT) resources (e.g., computers, laptops, personal electronic devices/personal 
digital assistants (PEDs/PDAs), NMCI, RDT&E networks, websites such as MyNAVAIR, and Navy Web 
servers requiring Common Access Card (CAC) Public Key Infrastructure (PKI)). Contractor personnel 
(prime, subcontractor, consultants, and temporary employees) requiring access to Navy IT resources 
(including those personnel who previously signed SAAR DD Form 2875) shall submit a completed System 
Authorization Access Request Navy (SAAR-N), OPNAV 5239/14 (Jul 2008) form or latest version thereof, 
and have initiated the requisite background investigation (or provide proof of a current background 
investigation) prior to accessing any Navy IT resources. The form and instructions for processing the SAAR-
N form are available at: 
https://www.public.navy.mil/fltfor/nctsnaples/Documents/Forms%20and%20Instructions/form01.pdf. 
Instruction Note: SAAR-N forms are required to be downloaded and then completed. The "E-MAIL 
SUBMIT" button on the SAAR-N form is not to be used. 

(b) SAAR-N forms will be submitted to the Government Sponsor or Technical Point of Contact (TPOC) via 
the contractor's Facility Security Officer (FSO). The designated SAAR-N Government Sponsor or TPOC for 
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contractor employees requiring IT access, [fill-in name] shall be responsible for signing and processing the 
SAAR-N forms. For those contractors that do not have a FSO, SAAR-N forms shall be submitted directly to 
the designated SAAR-N Government Sponsor or TPOC. Copies of the approved SAAR-N forms may be 
obtained through the designated SAAR-N Government Sponsor or TPOC. Requests for access should be 
routed through the NAVAIR_SAAR.fct@navy.mil mailbox. 

(c) In order to maintain access to Navy IT resources, the contractor shall ensure completion of initial and 
annual IA training, monitor expiration of requisite background investigations, and initiate re-investigations 
as required. If requested, the contractor shall provide to the designated SAAR-N Government Sponsor or 
TPOC documentation sufficient to prove that it is monitoring/tracking the SAAR-N requirements for its 
employees who are accessing Navy IT resources. For those contractor personnel not in compliance with 
the requirements of this clause, access to Navy IT resources will be denied/revoked. 

(d) The SAAR-N form remains valid throughout contractual performance, inclusive of performance 
extensions and option exercises where the contract number does not change. Contractor personnel are 
required to submit a new SAAR-N form only when they begin work on a new or different contract. 
 
5252.211-9510 CONTRACTOR EMPLOYEES (NAVAIR) (MAY 2011) 

(Applicable to all Purchase Orders.) 

(a) In all situations where contractor personnel status is not obvious, all contractor personnel are required 
to identify themselves to avoid creating an impression to the public, agency officials, or Congress that 
such contractor personnel are Government officials. This can occur during meeting attendance, through 
written (letter or email) correspondence or verbal discussions (in person or telephonic), when making 
presentations, or in other situations where their contractor status is not obvious to third parties. This list 
is not exhaustive. Therefore, the contractor employee(s) shall: 

(1) Not by word or deed give the impression or appearance of being a Government employee; 

(2) Wear appropriate badges visible above the waist that identify them as contractor employees when in 
Government spaces, at a Government-sponsored event, or an event outside normal work spaces in 
support of the contract/order; 

(3) Clearly identify themselves as contractor employees in telephone conversations and in all formal and 
informal written and electronic correspondence. Identification shall include the name of the company for 
whom they work; 

(4) Identify themselves by name, their company name, if they are a subcontractor the name of the prime 
contractor their company is supporting, as well as the Government office they are supporting when 
participating in meetings, conferences, and other interactions in which all parties are not in daily contact 
with the individual contractor employee; and 

(5) Be able to provide, when asked, the full number of the contract/order under which they are 
performing, and the name of the Contracting Officer’s Representative. 

(b) If wearing a badge is a risk to safety and/or security, then an alternative means of identification maybe 
utilized if endorsed by the Contracting Officer’s Representative and approved by the Contracting Officer. 
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(c) The Contracting Officer will make final determination of compliance with regulations with regard to 
proper identification of contractor employees. 
 
5252.223-9502 HAZARDOUS MATERIAL (NAVAIR) (APR 2009) 

(Applicable to all Purchase Orders.) 

(a) Packaging, Packing, Marking, Labeling and Certification of Hazardous materials for shipment by any 
mode or combination of transportation modes shall be prepared (properly classed, described, packaged, 
marked, labeled, transport vehicle placarded, etc.) for shipment in accordance with MIL-STD-129 and Title 
49 Code of Federal Regulations (CFR), Part 100-199 as applicable. In the event of any contradictions 
between the documents, 49 CFR shall govern or the applicable modal transport regulation. 

(b) In the event of a conflict between specific requirements in the contract or order and existing applicable 
modal transport regulations, the regulations shall take precedence. Under no circumstances shall the 
contractor knowingly use materials, markings or procedures that are not in accordance with laws and 
regulations applicable to the mode of transportation employed. 

(c) To ascertain which Department of Defense, or local installation regulations, concerning hazardous 
materials may have impact on this contract, the contractor should contact: Environmental Director 
Environmental Director, (301)757-0005, 22541 Johnson Road, Bldg. 1410, Floor 1, Patuxent River, MD 
20670. 
 
5252.227-9501 INVENTION DISCLOSURES AND REPORTS (NAVAIR) (MAY 1998) 

(Applicable to all Purchase Orders.) 

(a) In accordance with the requirements of the Patent Rights clause of this contract, the contractor shall 
submit "Report of Inventions and Subcontracts" (DD Form 882) along with written disclosure of inventions 
to the designated Contract Administrator. 

(b) The Contract Administrator will forward such reports and disclosures directly to the appropriate Patent 
Counsel, designated below, for review and recommendations, after which the reports will be returned to 
the Contract Administrator. 

Name and address of Patent Counsel: 

Mark D. Kelly 
NAVAIR Patent Counsel 
NAVAIR AIR-11.0P 
47085 Buse Road 
Bldg. 462 
NAS Patuxent River, MD 20670-1546 
tel: 301-342-9568 
fax: 301-757-2940 
email: mark.d.kelly@navy.mil 
 
(c) The above designated Patent Counsel will represent the Procurement Contracting Officer with regard 
to invention reporting matters arising under this contract. 

mailto:mark.d.kelly@navy.mil
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(d) A copy of each report and disclosure shall be forwarded to the Procuring Contracting Officer. 

(e) The contractor shall furnish the Contracting Officer a final report within three (3) months after 
completion of the contracted work listing all subject inventions or certifying that there were no such 
inventions, and listing all subcontracts at any tier containing a patent rights clause or certifying that there 
were no such subcontracts. 
 
5252.227-9509 SUMMARY RELIABILITY ASSURANCE/BURN-IN TESTS REPORTS (NAVAIR) (OCT 2005) 

(Applicable to all Purchase Orders.) 

(a) If reliability assurance/burn-in tests are required for supplies procured hereunder, the contractor shall 
maintain and submit summary reliability assurance/burn-in test reports in accordance with DI-R-7040. 

(b) The contractor shall provide and maintain procedures to enable his full participation in the failure 
experience data interchange of the Government Industry Data Exchange Program (GIDEP), in accordance 
with the latest revision of MIL-STD-1556. Compliance with this clause shall not relieve the contractor from 
complying with any other provision of the contract. The contractor shall maintain status of GIDEP failure 
experience reports and shall provide GIDEP Annual Progress Report in accordance with DI-QCIC-80121, 
paragraph 10.2. 

(c) The contractor shall prepare GIDEP ALERTS in accordance with DI-QCIC-80126, paragraph 10.1, for 
material discrepancies which have adversely impacted or have the potential to adversely impact 
spare/repair parts reliability. 

(d) Appropriate action, as deemed necessary by the contractor, shall be taken in response to GIDEP 
ALERTS received which may impact materials procured hereunder. 

(e) The contractor agrees to insert paragraphs (b), (c) and (d) of this clause in any subcontract hereunder 
exceeding $500,000. When so inserted, the word "contractor" shall be changed to "subcontractor." 

 
5252.227-9511 DISCLOSURE, USE AND PROTECTION OF PROPRIETARY INFORMATION (NAVAIR) (FEB 
2009) 
 
(Applies to subcontracts where subcontractor proprietary information may be accessed by Government 
support contractors. The term "prime contractor" means "SELLER.")  
 
(a) During the performance of this contract, the Government may use an independent services contractor 
(ISC), who is neither an agent nor employee of the Government. The ISC may be used to conduct reviews, 
evaluations, or independent verification and validations of technical documents submitted to the 
Government during performance. 

(b) The use of an ISC is solely for the convenience of the Government. The ISC has no obligation to the 
prime contractor. The prime contractor is required to provide full cooperation, working facilities and 
access to the ISC for the purposes stated in paragraph (a) above. 

(c) Since the ISC is neither an employee nor an agent of the Government, any findings, recommendations, 
analyses, or conclusions of such a contractor are not those of the Government. 
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(d) The prime contractor acknowledges that the Government has the right to use ISCs as stated in 
paragraph (a) above. It is possible that under such an arrangement the ISC may require access to or the 
use of information (other than restricted cost or pricing data), which is proprietary to the prime 
contractor. 

(e) To protect any such proprietary information from disclosure or use, and to establish the respective 
rights and duties of both the ISC and prime contractor, the prime contractor agrees to enter into a direct 
agreement with any ISC as the Government requires. A properly executed copy (per FAR 9.505-4) of the 
agreement will be provided to the Procuring Contracting Officer. 

 
5252.246-9514 INSPECTION AND ACCEPTANCE OF TECHNICAL DATA AND INFORMATION (NAVAIR) (FEB 
1995) 

(Applicable to all Purchase Orders.) 
 
Inspection and acceptance of technical data and information will be performed by the Procuring 
Contracting Officer (PCO) or his duly authorized representative. Inspection of technical data and 
information will be performed by ensuring successful completion of the requirements set forth in the DD 
Form 1423, Contract Data Requirements List (CDRL) and incorporation/resolution of Government review 
comments on the data items. Acceptance will be evidenced by execution of an unconditional DD Form 
250, Material Inspection and Receiving Report, as appropriate, and/or upon receipt of a second 
endorsement acceptance by the PCO on the attachment to this contract entitled N/A. The attached form 
will not be used for high cost data such as drawings, specifications, and technical manuals. 

 
5252.246-9528 INSPECTION AND ACCEPTANCE (SPECIAL CONDITIONS) (NAVAIR) (OCT 2005) 

(Applicable to all Purchase Orders.) 

(a) Initial inspection of the supplies to be furnished hereunder shall be made by DCMA Huntsville (Code: 
S0107A) at the contractor's or subcontractor's plant located at Raytheon Company, 19859 Hwy 80, Forest, 
MS 39074-9702 (CAGE: 6X892). Final inspection and acceptance shall be made by DCMA within 30 days 
after each shipset arrives at the Government facility listed in Section F. 

(b) Initial inspection shall consist of quality assurance at point of manufacture and/or assembly and 
check/test prior to shipment. Final inspection and acceptance will be made by the Receiving Activity after 
installation/check out testing of the supplies. 

 
5252.247-9505 TECHNICAL DATA AND INFORMATION (NAVAIR) (FEB 1995) 

(Applicable to all Purchase Orders.) 

Technical Data and Information shall be delivered in accordance with the requirements of the Contract 
Data Requirements List, DD Form 1423, Exhibit A, attached hereto, and the following: 

(a) The contractor shall concurrently deliver technical data and information per DD Form 1423, Blocks 12 
and 13 (date of first/subsequent submission) to all activities listed in Block 14 of the DD Form 1423 
(distribution and addresses) for each item. Complete addresses for the abbreviations in Block 14 are 



   
Revision No. 0, dated February 3, 2022                                                                                                            

 

12 
 

shown in paragraph (g) below. Additionally, the technical data shall be delivered to the following 
cognizant codes, who are listed in Block 6 of the DD Form 1423. 

(1) PCO, Code N/A 

(2) ACO, Code N/A 

(b) Partial delivery of data is not acceptable unless specifically authorized on the DD Form 1423, or unless 
approved in writing by the PCO. 

(c) The Government review period provided on the DD Form 1423 for each item commences upon receipt 
of all required data by the technical activity designated in Block 6. 

(d) A copy of all other correspondence addressed to the Contracting Officer relating to data item 
requirements (i.e., status of delivery) shall also be provided to the codes reflected above and the technical 
activity responsible for the data item per Block 6, if not one of the activities listed above. 

(e) The PCO reserves the right to issue unilateral modifications to change the destination codes and 
addresses for all technical data and information at no additional cost to the Government. 

(f) Unless otherwise specified in writing, rejected data items shall be resubmitted within thirty (30) days 
after receipt of notice of rejection. 

(g) DD Form 1423, Block 14 Mailing Addresses: All submissions shall be via Electronic Transmission only 
per Section F. 

 
FAR, DFARS AND SPECIAL AGENCY CLAUSES INCORPORATED BY FULL TEXT: 

52.211-14 NOTICE OF PRIORITY RATING FOR NATIONAL DEFENSE USE (APR 2008) 

(Applicable to all Purchase orders. Applies to ☐ Commercial ☒ Non-Commercial procurements.) 

 Any contract awarded as a result of this solicitation will be [ ] DX rated order; [ X ] DO rated order 
certified for national defense, emergency preparedness, and energy program use under the Defense 
Priorities and Allocations System (DPAS) (15 CFR 700), and the Contractor will be required to follow all of 
the requirements of this regulation. 

(End of provision) 
 
52.215-12 SUBCONTRACTOR CERTIFIED COST OR PRICING DATA (DEVIATION 2022-O0001) (OCT 2021) 

(Applicable to Purchase Orders expected to exceed $2 million, on the date of agreement on price or the date 
of award, whichever is later; or before pricing any subcontract modification involving a pricing adjustment 
expected to exceed $2 million.  This clause does not apply to Purchase Orders for commercial items or if the 
Seller qualifies for any of the other exemptions in FAR 15.403-1(b). Applies to ☐ Commercial ☒ Non-
Commercial procurements.) 
 
 (a) Before awarding any subcontract expected to exceed $2 million, on the date of agreement on 
price or the date of award, whichever is later; or before pricing any subcontract modification involving a 
pricing adjustment expected to exceed $2 million, the Contractor shall require the subcontractor to 
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submit certified cost or pricing data (actually or by specific identification in writing), in accordance with 
Federal Acquisition Regulation (FAR) 15.408, Table 15-2 (to include any information reasonably required 
to explain the subcontractor’s estimating process such as the judgmental factors applied and the 
mathematical or other methods used in the estimate, including those used in projecting from known data, 
and the nature and amount of any contingencies included in the price), unless an exception under FAR 
15.403-1(b) applies. If the $2 million threshold for submission of certified cost or pricing data is adjusted 
for inflation as set forth in FAR 1.109(a), then pursuant to FAR 1.109(d) the changed threshold applies 
throughout the remaining term of the contract, unless there is a subsequent threshold adjustment. 

 (b) The Contractor shall require the subcontractor to certify in substantially the form prescribed in 
FAR 15.406-2 that, to the best of its knowledge and belief, the data submitted under paragraph (a) of this 
clause were accurate, complete, and current as of the date of agreement on the negotiated price of the 
subcontract or subcontract modification. 

 (c) In each subcontract that, when entered into, exceeds $2 million, the Contractor shall insert 
either— 

  (1) The substance of this clause, including this paragraph (c), if paragraph (a) of this clause requires 
submission of certified cost or pricing data for the subcontract; or  

  (2) The substance of the clause at 52.215-13, Subcontractor Certified Cost or Pricing Data—
Modifications (DEVIATION 2022-O0001). 

(End of clause) 

52.216-7 ALLOWABLE COST AND PAYMENT (AUG 2018)  

(Applicable to Cost Reimbursement or Time & Material Purchase Orders.  Seller must execute assignment 
documents in accordance with requirements in the clause. Applies to ☐ Commercial ☒ Non-Commercial 
procurements.) 

 (a) Invoicing. 

  (1) The Government will make payments to the Contractor when requested as work progresses, but 
(except for small business concerns) not more often than once every 2 weeks, in amounts determined to be 
allowable by the Contracting Officer in accordance with Federal Acquisition Regulation (FAR) Subpart 31.2 in 
effect on the date of this contract and the terms of this contract. The Contractor may submit to an authorized 
representative of the Contracting Officer, in such form and reasonable detail as the representative may 
require, an invoice or voucher supported by a statement of the claimed allowable cost for performing this 
contract. 

  (2) Contract financing payments are not subject to the interest penalty provisions of the Prompt 
Payment Act. Interim payments made prior to the final payment under the contract are contract financing 
payments, except interim payments if this contract contains Alternate I to the clause at 52.232-25. 

  (3) The designated payment office will make interim payments for contract financing on the 30th_ 
[Contracting Officer insert day as prescribed by agency head; if not prescribed, insert "30th"] day after the 
designated billing office receives a proper payment request. In the event that the Government requires an 
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audit or other review of a specific payment request to ensure compliance with the terms and conditions of 
the contract, the designated payment office is not compelled to make payment by the specified due date. 

 (b) Reimbursing costs. 

  (1) For the purpose of reimbursing allowable costs (except as provided in paragraph (b)(2) of this 
clause, with respect to pension, deferred profit sharing, and employee stock ownership plan contributions), 
the term “costs” includes only— 

   (i) Those recorded costs that, at the time of the request for reimbursement, the Contractor has paid 
by cash, check, or other form of actual payment for items or services purchased directly for the contract; 

   (ii) When the Contractor is not delinquent in paying costs of contract performance in the ordinary 
course of business, costs incurred, but not necessarily paid, for— 

    (A) Supplies and services purchased directly for the contract and associated financing payments to 
subcontractors, provided payments determined due will be made— 

     (1) In accordance with the terms and conditions of a subcontract or invoice; and 

     (2) Ordinarily within 30 days of the submission of the Contractor’s payment request to the 
Government; 

    (B) Materials issued from the Contractor’s inventory and placed in the production process for use 
on the contract; 

    (C) Direct labor; 

    (D) Direct travel; 

    (E) Other direct in-house costs; and 

    (F) Properly allocable and allowable indirect costs, as shown in the records maintained by the 
Contractor for purposes of obtaining reimbursement under Government contracts; and 

   (iii) The amount of financing payments that have been paid by cash, check, or other forms of 
payment to subcontractors. 

  (2) Accrued costs of Contractor contributions under employee pension plans shall be excluded until 
actually paid unless— 

   (i) The Contractor’s practice is to make contributions to the retirement fund quarterly or more 
frequently; and 

   (ii) The contribution does not remain unpaid 30 days after the end of the applicable quarter or 
shorter payment period (any contribution remaining unpaid shall be excluded from the Contractor’s indirect 
costs for payment purposes). 
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  (3) Notwithstanding the audit and adjustment of invoices or vouchers under paragraph (g) of this 
clause, allowable indirect costs under this contract shall be obtained by applying indirect cost rates 
established in accordance with paragraph (d) of this clause. 

  (4) Any statements in specifications or other documents incorporated in this contract by reference 
designating performance of services or furnishing of materials at the Contractor’s expense or at no cost to 
the Government shall be disregarded for purposes of cost-reimbursement under this clause. 

 (c) Small business concerns. A small business concern may receive more frequent payments than every 2 
weeks. 

 (d) Final indirect cost rates. 

  (1) Final annual indirect cost rates and the appropriate bases shall be established in accordance 
with Subpart 42.7 of the Federal Acquisition Regulation (FAR) in effect for the period covered by the indirect 
cost rate proposal. 

  (2)(i) The Contractor shall submit an adequate final indirect cost rate proposal to the Contracting 
Officer (or cognizant Federal agency official) and auditor within the 6-month period following the expiration 
of each of its fiscal years. Reasonable extensions, for exceptional circumstances only, may be requested in 
writing by the Contractor and granted in writing by the Contracting Officer. The Contractor shall support its 
proposal with adequate supporting data. 

   (ii) The proposed rates shall be based on the Contractor’s actual cost experience for that period. The 
appropriate Government representative and the Contractor shall establish the final indirect cost rates as 
promptly as practical after receipt of the Contractor’s proposal. 

   (iii) An adequate indirect cost rate proposal shall include the following data unless otherwise 
specified by the cognizant Federal agency official: 

    (A) Summary of all claimed indirect expense rates, including pool, base, and calculated indirect rate. 

    (B) General and Administrative expenses (final indirect cost pool). Schedule of claimed expenses by 
element of cost as identified in accounting records (Chart of Accounts). 

    (C) Overhead expenses (final indirect cost pool). Schedule of claimed expenses by element of cost 
as identified in accounting records (Chart of Accounts) for each final indirect cost pool. 

    (D) Occupancy expenses (intermediate indirect cost pool). Schedule of claimed expenses by 
element of cost as identified in accounting records (Chart of Accounts) and expense reallocation to final 
indirect cost pools. 

    (E) Claimed allocation bases, by element of cost, used to distribute indirect costs. 

    (F) Facilities capital cost of money factors computation. 
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    (G) Reconciliation of books of account (i.e., General Ledger) and claimed direct costs by major cost 
element. 

    (H) Schedule of direct costs by contract and subcontract and indirect expense applied at claimed 
rates, as well as a subsidiary schedule of Government participation percentages in each of the allocation base 
amounts. 

    (I) Schedule of cumulative direct and indirect costs claimed and billed by contract and subcontract. 

    (J) Subcontract information. Listing of subcontracts awarded to companies for which the contractor 
is the prime or upper-tier contractor (include prime and subcontract numbers; subcontract value and award 
type; amount claimed during the fiscal year; and the subcontractor name, address, and point of contact 
information). 

    (K) Summary of each time-and-materials and labor-hour contract information, including labor 
categories, labor rates, hours, and amounts; direct materials; other direct costs; and, indirect expense 
applied at claimed rates. 

    (L) Reconciliation of total payroll per IRS form 941 to total labor costs distribution. 

    (M) Listing of decisions/agreements/approvals and description of accounting/organizational 
changes. 

    (N) Certificate of final indirect costs (see 52.242-4, Certification of Final Indirect Costs). 

    (O) Contract closing information for contracts physically completed in this fiscal year (include 
contract number, period of performance, contract ceiling amounts, contract fee computations, level of effort, 
and indicate if the contract is ready to close). 

   (iv) The following supplemental information is not required to determine if a proposal is adequate, 
but may be required during the audit process: 

    (A) Comparative analysis of indirect expense pools detailed by account to prior fiscal year and 
budgetary data. 

    (B) General organizational information and limitation on allowability of compensation for certain 
contractor personnel. See 31.205-6(p). Additional salary reference information is available at 
https://www.whitehouse.gov/wp-
content/uploads/2017/11/ContractorCompensationCapContractsAwardedBeforeJune24.pdf and https://ww
w.whitehouse.gov/wp-
content/uploads/2017/11/ContractorCompensationCapContractsAwardedafterJune24.pdf. 

    (C) Identification of prime contracts under which the contractor performs as a subcontractor. 

    (D) Description of accounting system (excludes contractors required to submit a CAS Disclosure 
Statement or contractors where the description of the accounting system has not changed from the previous 
year’s submission). 

https://farclause.com/FARregulation/Clause/FAR52.242-4,_Basic#gsc.tab=0
https://www.whitehouse.gov/wp-content/uploads/2017/11/ContractorCompensationCapContractsAwardedBeforeJune24.pdf
https://www.whitehouse.gov/wp-content/uploads/2017/11/ContractorCompensationCapContractsAwardedBeforeJune24.pdf
https://www.whitehouse.gov/wp-content/uploads/2017/11/ContractorCompensationCapContractsAwardedafterJune24.pdf
https://www.whitehouse.gov/wp-content/uploads/2017/11/ContractorCompensationCapContractsAwardedafterJune24.pdf
https://www.whitehouse.gov/wp-content/uploads/2017/11/ContractorCompensationCapContractsAwardedafterJune24.pdf
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    (E) Procedures for identifying and excluding unallowable costs from the costs claimed and billed 
(excludes contractors where the procedures have not changed from the previous year’s submission). 

    (F) Certified financial statements and other financial data (e.g., trial balance, compilation, 
review, etc.). 

    (G) Management letter from outside CPAs concerning any internal control weaknesses. 

    (H) Actions that have been and/or will be implemented to correct the weaknesses described in the 
management letter from subparagraph (G) of this section. 

    (I) List of all internal audit reports issued since the last disclosure of internal audit reports to the 
Government. 

    (J) Annual internal audit plan of scheduled audits to be performed in the fiscal year when the final 
indirect cost rate submission is made. 

    (K) Federal and State income tax returns. 

    (L) Securities and Exchange Commission 10-K annual report. 

    (M) Minutes from board of directors meetings. 

    (N) Listing of delay claims and termination claims submitted which contain costs relating to the 
subject fiscal year. 

    (O) Contract briefings, which generally include a synopsis of all pertinent contract provisions, such 
as: contract type, contract amount, product or service(s) to be provided, contract performance period, rate 
ceilings, advance approval requirements, pre-contract cost allowability limitations, and billing limitations. 

   (v) The Contractor shall update the billings on all contracts to reflect the final settled rates and 
update the schedule of cumulative direct and indirect costs claimed and billed, as required in paragraph 
(d)(2)(iii)(I) of this section, within 60 days after settlement of final indirect cost rates. 

  (3) The Contractor and the appropriate Government representative shall execute a written 
understanding setting forth the final indirect cost rates. The understanding shall specify (i) the agreed-upon 
final annual indirect cost rates, (ii) the bases to which the rates apply, (iii) the periods for which the rates 
apply, (iv) any specific indirect cost items treated as direct costs in the settlement, and (v) the affected 
contract and/or subcontract, identifying any with advance agreements or special terms and the applicable 
rates. The understanding shall not change any monetary ceiling, contract obligation, or specific cost 
allowance or disallowance provided for in this contract. The understanding is incorporated into this contract 
upon execution. 

  (4) Failure by the parties to agree on a final annual indirect cost rate shall be a dispute within the 
meaning of the Disputes clause. 
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  (5) Within 120 days (or longer period if approved in writing by the Contracting Officer) after settlement 
of the final annual indirect cost rates for all years of a physically complete contract, the Contractor shall 
submit a completion invoice or voucher to reflect the settled amounts and rates. The completion invoice or 
voucher shall include settled subcontract amounts and rates. The prime contractor is responsible for settling 
subcontractor amounts and rates included in the completion invoice or voucher and providing status of 
subcontractor audits to the contracting officer upon request. 

  (6)(i) If the Contractor fails to submit a completion invoice or voucher within the time specified in 
paragraph (d)(5) of this clause, the Contracting Officer may— 

    (A) Determine the amounts due to the Contractor under the contract; and 

    (B) Record this determination in a unilateral modification to the contract. 

   (ii) This determination constitutes the final decision of the Contracting Officer in accordance with the 
Disputes clause. 

 (e) Billing rates. Until final annual indirect cost rates are established for any period, the Government shall 
reimburse the Contractor at billing rates established by the Contracting Officer or by an authorized 
representative (the cognizant auditor), subject to adjustment when the final rates are established. These 
billing rates— 

  (1) Shall be the anticipated final rates; and 

  (2) May be prospectively or retroactively revised by mutual agreement, at either party’s request, to 
prevent substantial overpayment or underpayment. 

 (f) Quick-closeout procedures. Quick-closeout procedures are applicable when the conditions in 
FAR 42.708(a) are satisfied. 

 (g) Audit. At any time or times before final payment, the Contracting Officer may have the Contractor’s 
invoices or vouchers and statements of cost audited. Any payment may be— 

  (1) Reduced by amounts found by the Contracting Officer not to constitute allowable costs; or 

  (2) Adjusted for prior overpayments or underpayments. 

 (h) Final payment. 

  (1) Upon approval of a completion invoice or voucher submitted by the Contractor in accordance with 
paragraph (d)(5) of this clause, and upon the Contractor’s compliance with all terms of this contract, the 
Government shall promptly pay any balance of allowable costs and that part of the fee (if any) not previously 
paid. 

  (2) The Contractor shall pay to the Government any refunds, rebates, credits, or other amounts 
(including interest, if any) accruing to or received by the Contractor or any assignee under this contract, to 
the extent that those amounts are properly allocable to costs for which the Contractor has been reimbursed 
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by the Government. Reasonable expenses incurred by the Contractor for securing refunds, rebates, credits, 
or other amounts shall be allowable costs if approved by the Contracting Officer. Before final payment under 
this contract, the Contractor and each assignee whose assignment is in effect at the time of final payment 
shall execute and deliver— 

   (i) An assignment to the Government, in form and substance satisfactory to the Contracting Officer, 
of refunds, rebates, credits, or other amounts (including interest, if any) properly allocable to costs for which 
the Contractor has been reimbursed by the Government under this contract; and 

   (ii) A release discharging the Government, its officers, agents, and employees from all liabilities, 
obligations, and claims arising out of or under this contract, except— 

    (A) Specified claims stated in exact amounts, or in estimated amounts when the exact amounts are 
not known; 

    (B) Claims (including reasonable incidental expenses) based upon liabilities of the Contractor to 
third parties arising out of the performance of this contract; provided, that the claims are not known to the 
Contractor on the date of the execution of the release, and that the Contractor gives notice of the claims in 
writing to the Contracting Officer within 6 years following the release date or notice of final payment date, 
whichever is earlier; and 

    (C) Claims for reimbursement of costs, including reasonable incidental expenses, incurred by the 
Contractor under the patent clauses of this contract, excluding, however, any expenses arising from the 
Contractor’s indemnification of the Government against patent liability. 
(End of clause) 

52.216-16 INCENTIVE PRICE REVISION-FIRM TARGET (OCT 1997)  

(Applicable to incentive fee Purchase Orders. Applies to ☐  Commercial ☒  Non-Commercial procurements.) 

      (a) General. The supplies or services identified in the Schedule as Items _0X01-0X31_ [Contracting Officer 
insert Schedule line item numbers] are subject to price revision in accordance with this clause; provided, that 
in no event shall the total final price of these items exceed the ceiling price of _TBD___ dollars ($_TBD__). 
Any supplies or services that are to be (1) ordered separately under, or otherwise added to, this contract and 
(2) subject to price revision in accordance with the terms of this clause shall be identified as such in a 
modification to this contract. 

      (b) Definition. "Costs," as used in this clause, means allowable costs in accordance with part  31 of the 
Federal Acquisition Regulation (FAR) in effect on the date of this contract. 

      (c) Data submission. 

(1) Within __________________ [Contracting Officer insert number of days] days after the end of the month 
in which the Contractor has delivered the last unit of supplies and completed the services specified by item 
number in paragraph (a) of this clause, the Contractor shall submit in the format of Table  15-2, FAR 15.408, 
or in any other form on which the parties agree- 

https://www.acquisition.gov/far/part-31#FAR_Part_31
https://www.acquisition.gov/far/15.408#FAR_15_408__i1106753
https://www.acquisition.gov/far/15.408#FAR_15_408
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                (i) A detailed statement of all costs incurred up to the end of that month in performing all work 
under the items; 

                (ii) An estimate of costs of further performance, if any, that may be necessary to complete 
performance of all work under the items; 

                (iii) A list of all residual inventory and an estimate of its value; and 

                (iv) Any other relevant data that the Contracting Officer may reasonably require. 

           (2) If the Contractor fails to submit the data required by paragraph (c)(1) of this clause within the time 
specified and it is later determined that the Government has overpaid the Contractor, the Contractor shall 
repay the excess to the Government immediately. Unless repaid within 30 days after the end of the data 
submittal period, the amount of the excess shall bear interest, computed from the date the data were due to 
the date of repayment, at the rate established in accordance with the Interest clause. 

      (d) Price revision. Upon the Contracting Officer’s receipt of the data required by paragraph (c) of this 
clause, the Contracting Officer and the Contractor shall promptly establish the total final price of the items 
specified in (a) of this clause by applying to final negotiated cost an adjustment for profit or loss, as follows: 

           (1) On the basis of the information required by paragraph (c) of this clause, together with any other 
pertinent information, the parties shall negotiate the total final cost incurred or to be incurred for supplies 
delivered (or services performed) and accepted by the Government and which are subject to price revision 
under this clause. 

           (2) The total final price shall be established by applying to the total final negotiated cost an adjustment 
for profit or loss, as follows: 

                (i) If the total final negotiated cost is equal to the total target cost, the adjustment is the total target 
profit. 

                (ii) If the total final negotiated cost is greater than the total target cost, the adjustment is the total 
target profit, less ______ [Contracting Officer insert percent] percent of the amount by which the total final 
negotiated cost exceeds the total target cost. 

                (iii) If the final negotiated cost is less than the total target cost, the adjustment is the total target 
profit plus _____ [Contracting Officer insert percent] percent of the amount by which the total final 
negotiated cost is less than the total target cost. 

      (e) Contract modification. The total final price of the items specified in paragraph (a) of this clause shall be 
evidenced by a modification to this contract, signed by the Contractor and the Contracting Officer. This price 
shall not be subject to revision, notwithstanding any changes in the cost of performing the contract, except 
to the extent that- 

           (1) The parties may agree in writing, before the determination of total final price, to exclude specific 
elements of cost from this price and to a procedure for subsequent disposition of those elements; and 



   
Revision No. 0, dated February 3, 2022                                                                                                            

 

21 
 

           (2) Adjustments or credits are explicitly permitted or required by this or any other clause in this 
contract. 

      (f) Adjusting billing prices. 

(1) Pending execution of the contract modification (see paragraph (e) of this clause), the Contractor shall 
submit invoices or vouchers in accordance with billing prices as provided in this paragraph. The billing prices 
shall be the target prices shown in this contract. 

           (2) If at any time it appears from information provided by the contractor under paragraph (g)(2) of this 
clause that the then-current billing prices will be substantially greater than the estimated final prices, the 
parties shall negotiate a reduction in the billing prices. Similarly, the parties may negotiate an increase in 
billing prices by any or all of the difference between the target prices and the ceiling price, upon the 
Contractor’s submission of factual data showing that final cost under this contract will be substantially 
greater than the target cost. 

           (3) Any billing price adjustment shall be reflected in a contract modification and shall not affect the 
determination of the total final price under paragraph (d) of this clause. After the contract modification 
establishing the total final price is executed, the total amount paid or to be paid on all invoices or vouchers 
shall be adjusted to reflect the total final price, and any resulting additional payments, refunds, or credits 
shall be made promptly. 

      (g) Quarterly limitation on payments statement. This paragraph (g) shall apply until final price revision 
under this contract has been completed. 

           (1) Within 45 days after the end of each quarter of the Contractor’s fiscal year in which a delivery is first 
made (or services are first performed) and accepted by the Government under this contract, and for each 
quarter thereafter, the Contractor shall submit to the contract administration office (with a copy to the 
contracting office and the cognizant contract auditor) a statement, cumulative from the beginning of the 
contract, showing- 

                (i) The total contract price of all supplies delivered (or services performed) and accepted by the 
Government and for which final prices have been established; 

                (ii) The total costs (estimated to the extent necessary) reasonably incurred for, and properly 
allocable solely to, the supplies delivered (or services performed) and accepted by the Government and for 
which final prices have not been established; 

                (iii) The portion of the total target profit (used in establishing the initial contract price or agreed to 
for the purpose of this paragraph (g)) that is in direct proportion to the supplies delivered (or services 
performed) and accepted by the Government and for which final prices have not been established-increased 
or decreased in accordance with paragraph (d)(2) of this clause, when the amount stated under subdivision 
(g)(1)(ii) of this clause differs from the aggregate target costs of the supplies or services; and 

                (iv) The total amount of all invoices or vouchers for supplies delivered (or services performed) and 
accepted by the Government (including amounts applied or to be applied to liquidate progress payments). 
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           (2) Notwithstanding any provision of this contract authorizing greater payments, if on any quarterly 
statement the amount under subdivision (g)(1)(iv) of this clause exceeds the sum due the Contractor, as 
computed in accordance with subdivisions (g)(1)(i), (ii), and (iii) of this clause, the Contractor shall 
immediately refund or credit to the Government the amount of this excess. The Contractor may, when 
appropriate, reduce this refund or credit by the amount of any applicable tax credits due the Contractor 
under 26 U.S.C.1481 and by the amount of previous refunds or credits effected under this clause. If any 
portion of the excess has been applied to the liquidation of progress payments, then that portion may, 
instead of being refunded, be added to the unliquidated progress payment account consistent with the 
Progress Payments clause. The Contractor shall provide complete details to support any claimed reductions 
in refunds. 

           (3) If the Contractor fails to submit the quarterly statement within 45 days after the end of each 
quarter and it is later determined that the Government has overpaid the Contractor, the Contractor shall 
repay the excess to the Government immediately. Unless repaid within 30 days after the end of the 
statement submittal period, the amount of the excess shall bear interest, computed from the date the 
quarterly statement was due to the date of repayment, at the rate established in accordance with the 
Interest clause. 

      (h) Subcontracts. No subcontract placed under this contract may provide for payment on a cost-plus-a-
percentage-of-cost basis. 

      (i) Disagreements. If the Contractor and the Contracting Officer fail to agree upon the total final price 
within 60 days (or within such other period as the Contracting Officer may specify) after the date on which 
the data required by paragraph (c) of this clause are to be submitted, the Contracting Officer shall promptly 
issue a decision in accordance with the Disputes clause. 

      (j) Termination. If this contract is terminated before the total final price is established, prices of supplies or 
services subject to price revision shall be established in accordance with this clause for (1) completed 
supplies and services accepted by the Government and (2) those supplies and services not terminated under 
a partial termination. All other elements of the termination shall be resolved in accordance with other 
applicable clauses of this contract. 

      (k) Equitable adjustment under other clauses. If an equitable adjustment in the contract price is made 
under any other clause of this contract before the total final price is established, the adjustment shall be 
made in the total target cost and may be made in the maximum dollar limit on the total final price, the total 
target profit, or both. If the adjustment is made after the total final price is established, only the total final 
price shall be adjusted. 

      (l) Exclusion from target price and total final price. If any clause of this contract provides that the contract 
price does not or will not include an amount for a specific purpose, then neither any target price nor the total 
final price includes or will include any amount for that purpose. 

      (m) Separate reimbursement. If any clause of this contract expressly provides that the cost of 
performance of an obligation shall be at Government expense, that expense shall not be included in any 
target price or in the total final price, but shall be reimbursed separately. 

      (n) Taxes. As used in the Federal, State, and Local Taxes clause or in any other clause that provides for 
certain taxes or duties to be included in, or excluded from, the contract price, the term "contract price" 

http://uscode.house.gov/browse.xhtml;jsessionid=114A3287C7B3359E597506A31FC855B3
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includes the total target price or, if it has been established, the total final price. When any of these clauses 
requires that the contract price be increased or decreased as a result of changes in the obligation of the 
Contractor to pay or bear the burden of certain taxes or duties, the increase or decrease shall be made in the 
total target price or, if it has been established, in the total final price, so that it will not affect the Contractor’s 
profit or loss on this contract. 

(End of clause) 

52.244-2 SUBCONTRACTS (JUN 2020)  

(Paragraphs (g) and (h) of the clause are applicable to all Purchase Orders. Applies to ☒  Commercial ☒  
Non-Commercial procurements.) 

 (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: _ ____________ 
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 (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. 
   
  (2) The Contractor is not required to notify the Contracting Officer in advance of entering into any 
subcontract for which consent is not required under paragraph (b), (c), or (d) 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; 
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  (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:  _ __________________________ 
(End of clause) 
 
52.246-11 HIGHER-LEVEL CONTRACT QUALITY REQUIREMENT  (DEC 2014)  

(Applicable to all Purchase Orders for critical and complex items (see FAR 46.203(b) and (c)); or (2) When 
the technical requirements of a Purchase Order require-- (i) Control of such things as design, work 
operations, in-process control, testing, and inspection; or (ii) Attention to such factors as organization, 
planning, work instructions, documentation control, and advanced metrology. Applies to ☒  Commercial 
☒  Non-Commercial procurements.) 
 
      (a)  The Contractor shall comply with the higher-level quality standard(s) listed below. 
 
Title Number  Date Tailoring 
Quality Management 
System – Aerospace 
Requirements 

AS9100RevD 20 Sep 2016 N/A 
 

 
      (b)  The Contractor shall include applicable requirements of the higher-level quality standard(s) listed 
in paragraph (a) of this clause and the requirement to flow down such standards, as applicable, to lower-
tier subcontracts, in- 
 
           (1)  Any subcontract for critical and complex items (see 46.203(b) and (c)); or 
 
           (2)  When the technical requirements of a subcontract require- 
 
                (i)  Control of such things as design, work operations, in-process control, testing, and 
inspection; or 
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                (ii)  Attention to such factors as organization, planning, work instructions, documentation 
control, and advanced metrology. 
(End of clause) 
 
52.248-1 VALUE ENGINEERING (JUN 2020)  
 
(Applicable to Purchase Orders at or above the simplified acquisition threshold.) (IAW FAR 48.201(b), FAR 
48.201(f). Applies to ☒  Commercial ☒  Non-Commercial procurements.) 

 
(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. 
 
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 
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 (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 
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 (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 Seller shall submit VECP’s to the Buyer 
 
(e) Government action. (1) The Buyer will notify the Seller of the status of the VECP after receipt. The Buyer 
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. 
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 (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: 
 

Contractor’s Share of Net Acquisition Savings (Figure 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 
incentive contracts) 
 
Incentive (fixed-price or cost) (other 
than award fee) 
 
Cost-reimbursement (includes cost-
plus-award-fee; excludes other cost-
type incentive contracts 
 

*50 
 
 

(**) 
 
 

***25 

*50 
 
 

*50 
 
 

***25 

25 
 
 

(**) 
 
 

15 

25 
 
 

25 
 
 

15 

*The Contracting Office may increase the Contractor’s sharing rate to as high as 75 percent for each VECP. 
** Same sharing arrangement as the contract’s profit or fee adjustment formula. 
*** The Contracting Office 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 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. 
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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- 
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  (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 section 48.104-4 of the Federal 
Acquisition Regulation (FAR), 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-
valued at or above the simplified acquisition threshold, as defined in FAR 2.101 on the date of subcontract 
award, 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. 
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(m) Data. The Seller 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 
Buyer and 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 Buyer’s and Government’s right to use information contained in these data if it has been 
obtained or is otherwise available from the Seller or from another source without limitations.  
 
If a VECP is accepted, the Seller hereby grants the Government unlimited rights in the VECP and 
supporting data, except that, with respect to data qualifying and submitted as limited rights or 
Government purpose rights technical data, the Government shall have the rights specified in the contract 
modification implementing the VECP and Seller shall appropriately mark the data. (The terms “unlimited 
rights” a “limited rights” and “Government purpose rights” are defined in Part 27 of the Federal 
Acquisition Regulation (“FAR”) or Part 227 of the Defense FAR Supplement, as applicable.) Seller’s share of 
the net acquisition savings and collateral savings shall not reduce the Government's share of concurrent 
or future savings or collateral savings. Buyer's payments to Seller under this clause are conditioned upon 
Buyer's receipt of authorization for such payments from the Government.) 
(End of clause) 

252.203-7004 DISPLAY OF HOTLINE POSTERS (AUG 2019) 

(Applicable to Purchase Orders associated with the Patriot Missile Support Center (PMSC) that exceed $6 
million, except those that are commercial items. Applies to ☐ Commercial ☒ Non-Commercial 
procurements.) 

(a) Definition. As used in this clause— 

“United States” means the 50 States, the District of Columbia, and outlying areas. 

(b) Display of hotline poster(s). 

(1)(i) The Contractor shall display prominently the DoD fraud, waste, and abuse hotline poster prepared by 
the DoD Office of the Inspector General, in effect at time of contract award, in common work areas within 
business segments performing work under Department of Defense (DoD) contracts. 

(ii) For contracts performed outside the United States, when security concerns can be appropriately 
demonstrated, the contracting officer may provide the contractor the option to publicize the program to 
contractor personnel in a manner other than public display of the poster, such as private employee written 
instructions and briefings. 

(2) If the contract is funded, in whole or in part, by Department of Homeland Security (DHS) disaster relief 
funds and the work is to be performed in the United States, the DHS fraud hotline poster shall be displayed in 
addition to the DoD hotline poster. If a display of a DHS fraud hotline poster is required, the Contractor may 
obtain such poster from— 
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(i) DHS Office of Inspector General/MAIL STOP 0305, Attn: Office of Investigations – Hotline, 245 Murray Lane 
SW, Washington, DC 20528-0305; or 

(ii) Via the internet at https://www.oig.dhs.gov/assets/Hotline/DHS_OIG_Hotline-optimized.jpg. 

(c)(1) The DoD hotline poster may be obtained from: Defense Hotline, The Pentagon, Washington, D.C. 
20301-1900, or is also available via the internet at https://www.dodig.mil/Resources/Posters-and-
Brochures/. 

(2) If a significant portion of the employee workforce does not speak English, then the poster is to be 
displayed in the foreign languages that a significant portion of the employees speak. 

(3) Additionally, if the Contractor maintains a company website as a method of providing information to 
employees, the Contractor shall display an electronic version of the required poster at the website. 

(d) Subcontracts. The Contractor shall include the substance of this clause, including this paragraph (d), in all 
subcontracts that exceed the threshold specified in Defense Federal Acquisition Regulation Supplement 
203.1004 (b)(2)(ii) on the date of subcontract award, except when the subcontract is for the acquisition of a 
commercial item. 
(End of clause) 

252.204-7018 PROHIBITION ON THE ACQUISITION OF COVERED DEFENSE TELECOMMUNICATIONS 
EQUIPMENT OR SERVICES (JAN 2021)  

(Applicable to all Purchase Orders including those for the acquisition of Commercial Items. Applies to ☒  
Commercial ☒  Non-Commercial procurements.) 
 
Definitions. As used in this clause— 
 
“Covered defense telecommunications equipment or services” means— 
 
(1) Telecommunications equipment produced by Huawei Technologies Company or ZTE Corporation, or any 
subsidiary or affiliate of such entities; 
 
(2) Telecommunications services provided by such entities or using such equipment; or 
 
(3) Telecommunications equipment or services produced or provided by an entity that the Secretary of 
Defense reasonably believes to be an entity owned or controlled by, or otherwise connected to, the 
government of a covered foreign country. 
 
“Covered foreign country” means— 
 
(1) The People’s Republic of China; or 
 
(2) The Russian Federation. 
 
“Covered missions” means— 
 

https://www.oig.dhs.gov/assets/Hotline/DHS_OIG_Hotline-optimized.jpg
https://www.dodig.mil/Resources/Posters-and-Brochures/
https://www.dodig.mil/Resources/Posters-and-Brochures/
https://www.acquisition.gov/dfars/part-203-improper-business-practices-and-personal-conflicts-interest#DFARS-203.1004
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(1) The nuclear deterrence mission of DoD, including with respect to nuclear command, control, and 
communications, integrated tactical warning and attack assessment, and continuity of Government; or 
 
(2) The homeland defense mission of DoD, including with respect to ballistic missile defense. 
 
“Critical technology” means— 
 
(1) Defense articles or defense services included on the United States Munitions List set forth in the 
International Traffic in Arms Regulations under subchapter M of chapter I of title 22, Code of Federal 
Regulations; 
 
(2) Items included on the Commerce Control List set forth in Supplement No. 1 to part 774 of the Export 
Administration Regulations under subchapter C of chapter VII of title 15, Code of Federal Regulations, and 
controlled— 
 
(i) Pursuant to multilateral regimes, including for reasons relating to national security, chemical and biological 
weapons proliferation, nuclear nonproliferation, or missile technology; or 
 
(ii) For reasons relating to regional stability or surreptitious listening; 
 
(3) Specially designed and prepared nuclear equipment, parts and components, materials, software, and 
technology covered by part 810 of title 10, Code of Federal Regulations (relating to assistance to foreign 
atomic energy activities); 
 
(4) Nuclear facilities, equipment, and material covered by part 110 of title 10, Code of Federal Regulations 
(relating to export and import of nuclear equipment and material); 
 
(5) Select agents and toxins covered by part 331 of title 7, Code of Federal Regulations, part 121 of title 9 of 
such Code, or part 73 of title 42 of such Code; or 
 
(6) Emerging and foundational technologies controlled pursuant to section 1758 of the Export Control Reform 
Act of 2018 (50 U.S.C. 4817). 
 
“Substantial or essential component” means any component necessary for the proper function or 
performance of a piece of equipment, system, or service. 
 
(b) Prohibition. In accordance with section 1656 of the National Defense Authorization Act for Fiscal Year 
2018 (Pub. L. 115-91), the contractor shall not provide to the Government any equipment, system, or service 
to carry out covered missions that uses covered defense telecommunications equipment or services as a 
substantial or essential component of any system, or as critical technology as part of any system, unless the 
covered defense telecommunication equipment or services are covered by a waiver described in Defense 
Federal Acquisition Regulation Supplement 204.2104 . 
 
(c) Procedures. The Contractor shall review the list of excluded parties in the System for Award Management 
(SAM) at https://www.sam.gov for entities that are excluded when providing any equipment, system, or 
service, to carry out covered missions, that uses covered defense telecommunications equipment or services 
as a substantial or essential component of any system, or as critical technology as part of any system, unless 
a waiver is granted. 
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(d) Reporting. 
 
(1) In the event the Contractor identifies covered defense telecommunications equipment or services used as 
a substantial or essential component of any system, or as critical technology as part of any system, during 
contract performance, the Contractor shall report at https://dibnet.dod.mil the information in paragraph 
(d)(2) of this clause. 
 
(2) The Contractor shall report the following information pursuant to paragraph (d)(1) of this clause: 
 
(i) Within 3 business days from the date of such identification or notification: the contract number; the order 
number(s), if applicable; supplier name; brand; model number (original equipment manufacturer number, 
manufacturer part number, or wholesaler number); item description; and any readily available information 
about mitigation actions undertaken or recommended. 
 
(ii) Within 30 business days of submitting the information in paragraph (d)(2)(i) of this clause: any further 
available information about mitigation actions undertaken or recommended. In addition, the Contractor shall 
describe the efforts it undertook to prevent use or submission of a covered defense telecommunications 
equipment or services, and any additional efforts that will be incorporated to prevent future use or 
submission of covered telecommunications equipment or services. 
 
(e) Subcontracts. The Contractor shall insert the substance of this clause, including this paragraph (e), in all 
subcontracts and other contractual instruments, including subcontracts for the acquisition of commercial 
items. 
(End of clause) 

252.209-7010 CRITICAL SAFETY ITEMS (AUG 2011) 

(Applicable to Purchase Orders that include one or more items designated by the design control activity as 
critical safety items. Applies to ☒  Commercial ☒  Non-Commercial procurements.) 

 (a) Definitions.  

 “Aviation critical safety item” means a part, an assembly, installation equipment, launch equipment, 
recovery equipment, or support equipment for an aircraft or aviation weapon system if the part, assembly, or 
equipment contains a characteristic any failure, malfunction, or absence of which could cause— 

  (i) A catastrophic or critical failure resulting in the loss of, or serious damage to, the aircraft or weapon 
system; 

  (ii) An unacceptable risk of personal injury or loss of life; or 

  (iii) An uncommanded engine shutdown that jeopardizes safety. 

 “Design control activity” means— 
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  (i) With respect to an aviation critical safety item, the systems command of a military department that 
is specifically responsible for ensuring the airworthiness of an aviation system or equipment, in which an 
aviation critical safety item is to be used; and 

  (ii) With respect to a ship critical safety item, the systems command of a military department that is 
specifically responsible for ensuring the seaworthiness of a ship or ship equipment, in which a ship critical 
safety item is to be used. 

 “Ship critical safety item” means any ship part, assembly, or support equipment containing a 
characteristic, the failure, malfunction, or absence of which could cause— 

  (i) A catastrophic or critical failure resulting in loss of, or serious damage to, the ship; or 

  (ii) An unacceptable risk of personal injury or loss of life. 

 (b) Identification of critical safety items. One or more of the items being procured under this contract is 
an aviation or ship critical safety item. The following items have been designated aviation critical safety items 
or ship critical safety items by the designated design control activity: 
Aft Pivot (on aft radome) 
Ram Air Turbine Generator 
 
_____________________________________________________________________________________ 
(Insert additional lines as necessary) 

 (c) Heightened quality assurance surveillance. Items designated in paragraph (b) of this clause are subject 
to heightened, risk-based surveillance by the designated quality assurance representative. 

(End of clause) 

252.225-7027 Restriction on Contingent Fees for Foreign Military Sales (APR 2003)  

(Applicable to all Purchase Orders associated with the Patriot Missile Support Center (PMSC) under Foreign 
Material Sales (FMS) prime contracts. Applies to ☒  Commercial ☒  Non-Commercial procurements.) 
 
(a) Except as provided in paragraph (b) of this clause, contingent fees, as defined in the Covenant Against 
Contingent Fees clause of this contract, are generally an allowable cost, provided the fees are paid to -  

(1) A bona fide employee of the Contractor; or  

(2) A bona fide established commercial or selling agency maintained by the Contractor for the purpose of 
securing business.  

(b) For foreign military sales, unless the contingent fees have been identified and payment approved in 
writing by the foreign customer before contract award, the following contingent fees are unallowable under 
this contract:  

(1) For sales to the Government(s) of _Australia_, contingent fees in any amount.  
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(2) For sales to Governments not listed in paragraph (b)(1) of this clause, contingent fees exceeding $50,000 
per foreign military sale case. 
(End of clause) 
 
252.234-7002 EARNED VALUE MANAGEMENT SYSTEM (DEVIATION 2015-O0017) (SEP 2015)  

(Applicable only to Purchase Orders when Seller is identified in paragraph (k) of the clause. Applies to ☒  
Commercial ☒  Non-Commercial procurements.) 

(a) Definitions. As used in this clause—— 
 
“Acceptable earned value management system” means an earned value management system that generally 
complies with system criteria in paragraph (b) of this clause.  
 
“Earned value management system” means an earned value management system that complies with the 
earned value management system guidelines in the ANSI/EIA-748.  
 
“Significant deficiency” means a shortcoming in the system that materially affects the ability of officials of the 
Department of Defense to rely upon information produced by the system that is needed for management 
purposes. 
 
(b) System criteria. In the performance of this contract, the Contractor shall use— 
 (1) An Earned Value Management System (EVMS) that complies with the EVMS guidelines in the 
American National Standards Institute/Electronic Industries Alliance Standard 748, Earned Value 
Management Systems (ANSI/EIA-748); and  
 
 (2) Management procedures that provide for generation of timely, reliable, and verifiable information for 
the Contract Performance Report (CPR) and the Integrated Master Schedule (IMS) required by the CPR and 
IMS data items of this contract.  
 
(c) If this contract has a value of $100 million or more, the Contractor shall use an EVMS that has been 
determined to be acceptable by the Cognizant Federal Agency (CFA). If, at the time of award, the Contractor’s 
EVMS has not been determined by the CFA to be in compliance with the EVMS guidelines as stated in 
paragraph (b)(1) of this clause, the Contractor shall apply its current system to the contract and shall take 
necessary actions to meet the milestones in the Contractor’s EVMS plan. 
 
(d) If this contract has a value of less than $100 million, the Government will not make a formal 
determination that the Contractor’s EVMS complies with the EVMS guidelines in ANSI/EIA-748 with respect 
to the contract. The use of the Contractor’s EVMS for this contract does not imply a Government 
determination of the Contractor’s compliance with the EVMS guidelines in ANSI/EIA-748 for application to 
future contracts. The Government will allow the use of a Contractor’s EVMS that has been formally reviewed 
and determined by the CFA to be in compliance with the EVMS guidelines in ANSI/EIA-748. 
 
(e) The Contractor shall submit notification of any proposed substantive changes to the EVMS procedures 
and the impact of those changes to the CFA. If this contract has a value of $100 million or more, unless a 
waiver is granted by the CFA, any EVMS changes proposed by the Contractor require approval of the CFA 
prior to implementation. The CFA will advise the Contractor of the acceptability of such changes as soon as 
practicable (generally within 30 calendar days) after receipt of the Contractor’s notice of proposed changes. If 
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the CFA waives the advance approval requirements, the Contractor shall disclose EVMS changes to the CFA at 
least 14 calendar days prior to the effective date of implementation. 
 
(f) The Government will schedule integrated baseline reviews as early as practicable, and the review process 
will be conducted not later than 180 calendar days after— 
 (1) Contract award; 
 
 (2) The exercise of significant contract options; and 
 
 (3) The incorporation of major modifications. 
 
During such reviews, the Government and the Contractor will jointly assess the Contractor’s baseline to be 
used for performance measurement to ensure complete coverage of the statement of work, logical 
scheduling of the work activities, adequate resourcing, and identification of inherent risks. 
 
(g) The Contractor shall provide access to all pertinent records and data requested by the Contracting Officer 
or duly authorized representative as necessary to permit Government surveillance to ensure that the EVMS 
complies, and continues to comply, with the performance criteria referenced in paragraph (b) of this clause.  
 
(h) When indicated by contract performance, the Contractor shall submit a request for approval to initiate an 
over-target baseline or over-target schedule to the Contracting Officer. The request shall include a top-level 
projection of cost and/or schedule growth, a determination of whether or not performance variances will be 
retained, and a schedule of implementation for the rebaselining. The Government will acknowledge receipt 
of the request in a timely manner (generally within 30 calendar days). 
 
(i) Significant deficiencies.  
 (1) The Contracting Officer will provide an initial determination to the Contractor, in writing, of any 
significant deficiencies. The initial determination will describe the deficiency in sufficient detail to allow the 
Contractor to understand the deficiency. 
 
 (2) The Contractor shall respond within 30 days to a written initial determination from the Contracting 
Officer that identifies significant deficiencies in the Contractor's EVMS. If the Contractor disagrees with the 
initial determination, the Contractor shall state, in writing, its rationale for disagreeing. 
 
 (3) The Contracting Officer will evaluate the Contractor's response and notify the Contractor, in writing, 
of the Contracting Officer’s final determination concerning—  
 
  (i) Remaining significant deficiencies; 
 
  (ii) The adequacy of any proposed or completed corrective action; 
 
  (iii) System noncompliance, when the Contractor’s existing EVMS fails to comply with the earned 
value management system guidelines in the ANSI/EIA-748; and 
 
  (iv) System disapproval, if initial EVMS validation is not successfully completed within the timeframe 
approved by the Contracting Officer, or if the Contracting Officer determines that the Contractor's earned 
value management system contains one or more significant deficiencies in high-risk guidelines in ANSI/EIA-
748 standards (guidelines 1, 3, 6, 7, 8, 9, 10, 12, 16, 21, 23, 26, 27, 28, 30, or 32). When the Contracting 
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Officer determines that the existing earned value management system contains one or more significant 
deficiencies in one or more of the remaining 16 guidelines in ANSI/EIA-748 standards, the Contracting Officer 
will use discretion to disapprove the system based on input received from functional specialists and the 
auditor. 
 
 (4) If the Contractor receives the Contracting Officer’s final determination of significant deficiencies, the 
Contractor shall, within 45 days of receipt of the final determination, either correct the significant 
deficiencies or submit an acceptable corrective action plan showing milestones and actions to eliminate the 
significant deficiencies. 
 
(j) Withholding payments. If the Contracting Officer makes a final determination to disapprove the 
Contractor’s EVMS, and the contract includes the clause at 252.242-7005, Contractor Business Systems, the 
Contracting Officer will withhold payments in accordance with that clause. 
 
(k) With the exception of paragraphs (i) and U) of this clause, the Contractor shall require its subcontractors 
to comply with EYMS requirements as follows: 
 (1) For subcontracts values at $100 million or more, the following subcontractors shall comply with the 
requirements of this clause: 
 
[Contracting Officer to insert names of subcontractors (or subcontracted effort if subcontractors have not 
been selected) designated for application of the EVMS requirements of this clause.] 
 
 
 
 
 
 
 
 (2) For subcontracts values at less than $100 million, the following subcontractors shall comply with the 
requirements of this clause, excluding the requirements of paragraph (c) of this clause: 
 
[Contracting Officer to insert names of subcontractors (or subcontracted effort if subcontractors have not 
been selected) designated for application of the EVMS requirements of this clause.] 
 
 

 

 

(End of clause) 

252.239-7016 TELECOMMUNICATIONS SECURITY EQUIPMENT, DEVICES, TECHNIQUES, AND SERVICES  
(DEC 1991)  

(Applicable to all Purchase Orders which require securing telecommunications. Applies to ☒  Commercial 
☒  Non-Commercial procurements.) 

(a) Definitions.  As used in this clause— 
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              (1)  “Securing” means the application of Government-approved telecommunications security 
equipment, devices, techniques, or services to contractor telecommunications systems. 
              (2)  “Sensitive information” means any information the loss, misuse, or modification of which, or 
unauthorized access to, could adversely affect the national interest or the conduct of Federal programs, or 
the privacy to which individuals are entitled under 5 U.S.C. 552a (the Privacy Act), but which has not been 
specifically authorized under criteria established by an Executive Order or Act of Congress to be kept secret in 
the interest of national defense or foreign policy. 
              (3)  “Telecommunications systems” means voice, record, and data communications, including 
management information systems and local data networks that connect to external transmission media, 
when employed by Government agencies, contractors, and subcontractors to transmit— 
                    (i)  Classified or sensitive information; 
                    (ii)  Matters involving intelligence activities, cryptologic activities related to national security, the 
command and control of military forces, or equipment that is an integral part of a weapon or weapons 
system; or 
                    (iii)  Matters critical to the direct fulfillment of military or intelligence missions. 
      (b)  This solicitation/contract identifies classified or sensitive information that requires securing during 
telecommunications and requires the Contractor to secure telecommunications systems.  The Contractor 
agrees to secure information and systems at the following location:  _____________________________ 
       

(c)  To provide the security, the Contractor shall use Government-approved telecommunications 
equipment, devices, techniques, or services.  A list of the approved equipment, etc. may be obtained from 
____________________.  Equipment, devices, techniques, or services used by the Contractor must be 
compatible or interoperable with _____________________________________ (list and identify the location 
of any telecommunications security equipment, device, technique, or service currently being used by the 
technical or requirements organization or other offices with which the Contractor must communicate). 

 
      (d)  Except as may be provided elsewhere in this contract, the Contractor shall furnish all 
telecommunications security equipment, devices, techniques, or services necessary to perform this 
contract.  The Contractor must meet ownership eligibility conditions for communications security equipment 
designated as controlled cryptographic items. 
 

(e)  The Contractor agrees to include this clause, including this paragraph (e), in all subcontracts which 
require securing telecommunications. 
 
(End of clause) 
 


