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the VECP, the contracting officer shall
modify the instant contract to provide
the contractor’s share of savings.

(6) The contractor’s share of future
contract savings may be paid as subse-
quent contracts are awarded or in a
lump-sum payment at the time the
VECP is accepted. The lump-sum meth-
od may be used only if the contracting
officer has established that this is the
best way to proceed and the contractor
agrees. The contracting officer ordi-
narily shall make calculations as fu-
ture contracts are awarded and, within
3 months after their award, modify the
instant contract to provide the con-
tractor’s share of savings. For future
contract savings calculated under the
optional lump-sum method, the sharing
base is an estimate of the number of
items that the contracting office will
purchase for delivery during the shar-
ing period. In deciding whether or not
to use the more convenient lump-sum
method for an individual VECP, the
contracting officer shall consider—

(i) The accuracy with which the num-
ber of items to be delivered during the
sharing period can be estimated and
the probability of actual production of
the projected quantity;

(ii) The availability of funds for a
lump-sum payment; and

(iii) The administrative expense of
amending the instant contract as fu-
ture contracts are awarded.

(b) Construction contracts. Sharing on
construction contracts applies only to
savings on the instant contract and to
collateral savings. The Government’s
share of savings is determined by sub-
tracting Government costs from in-
stant contract savings and multiplying
the result by (1) 45 percent for fixed-
price contracts; or (2) 75 percent for
cost-reimbursement contracts. Value
engineering sharing does not apply to
incentive construction contracts.

(c) Architect-engineering contracts.
There shall be no sharing of value engi-
neering savings in contracts for archi-
tect-engineer services.

[48 FR 42443, Sept. 19, 1983, as amended at 54
FR 5057, Jan. 31, 1989; 55 FR 3887, Feb. 5, 1990;
59 FR 11387, Mar. 10, 1994. Redesignated and
amended at 64 FR 51847, 51848, Sept. 24, 1999]

EFFECTIVE DATE NOTE: At 64 FR 51847,
Sept. 24, 1999, section 48.104–1 was redesig-
nated as 48.104–2 and amended by removing

from the first sentence of paragraph (a)(1)
‘‘normally’’; by revising the table in para-
graph (a)(1); by removing from the second
sentence in paragraph (a)(2) ‘‘subparagraph
(1) above’’; and adding ‘‘paragraph (a)(1) of
this section’’; by removing from the first
sentence of paragraph (a)(3) ‘‘(but see
48.102(g))’’; and by removing paragraph (c),
effective Nov. 23, 1999. For the convenience of
the user, the supersed text is set forth as fol-
lows:

48.104–2 Sharing acquisition savings.
(a) * * *
(1) * * *

GOVERNMENT/CONTRACTOR SHARES OF
NET ACQUISITION SAVINGS

(figures in percent)

Contract Type

Sharing Arrangement

Incentive (vol-
untary)

Program re-
quirement

(mandatory)

In-
stant
con-
tract
rate

Con-
cur-
rent
and

future
rate

In-
stant
con-
tract
rate

Con-
cur-
rent
and

future
con-
tract
rate

Fixed-price (other than in-
centive) 50/50 50/50 75/25 75/25

Incentive (fixed-price or
cost) * 50/50 * 75/25

Cost- reimbursement
(other than incentive)** 75/25 75/25 85/15 85/15

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

**Includes cost-plus-award-fee contracts.

* * * * *

48.104–3 Sharing collateral savings.
(a) The Government shares collateral

savings with the contractor, unless the
head of the contracting activity has de-
termined that the cost of calculating
and tracking collateral savings will ex-
ceed the benefits to be derived (see
48.201(e)).

(b) The contractor’s share of collat-
eral savings may range from 20 to 100
percent of the estimated savings to be
realized during a typical year of use
but must not exceed the greater of—

(1) The contract’s firm-fixed-price,
target price, target cost, or estimated
cost, at the time the VECP is accepted;
or

(2) $100,000.
(c) The contracting officer must de-

termine the sharing rate for each
VECP.
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(d) In determining collateral savings,
the contracting officer must consider
any degradation of performance, serv-
ice life, or capability.

[64 FR 51848, Sept. 24, 1999]

EFFECTIVE DATE NOTE: At 64 FR 51847,
Sept. 24, 1999, section 48.104–2 was redesig-
nated as 48.104–3 and revised, effective Nov.
23, 1999. For the convenience of the user, the
supersed text is set forth as follows:

48.104–3 Sharing collateral savings.
(a) The Government shares collateral sav-

ings with the contractor, unless the head of
the contracting activity has determined that
the cost of calculating and tracking collat-
eral savings will exceed the benefits to be de-
rived (see 48.201(e)).

(b) The contractor’s share of collateral sav-
ings is 20 percent of the estimated savings to
be realized during an average year of use but
shall not exceed (1) the contract’s firm-fixed-
price, target price, target cost, or estimated
cost, at the time the VECP is accepted, or (2)
$100,000, whichever is greater. In determining
collateral savings, the contracting officer
shall consider any degradation of perform-
ance, service life, or capability. (See 48.104–
1(a)(4) for payment of collateral savings
through the instant contract.)

[48 FR 42443, Sept. 19, 1983. Redesignated at
64 FR 51847, Sept. 24, 1999]

48.104–4 Sharing alternative—no-cost
settlement method.

In selecting an appropriate mecha-
nism for incorporating a VECP into a
contract, the contracting officer shall
analyze the different approaches avail-
able to determine which one would be
in the Government’s best interest. Con-
tracting officers should balance the ad-
ministrative costs of negotiating a set-
tlement against the anticipated sav-
ings. A no-cost settlement may be used
if, in the contracting officer’s judg-
ment, reliance on other VECP ap-
proaches likely would not be more
cost-effective, and the no-cost settle-
ment would provide adequate consider-
ation to the Government. Under this
method of settlement, the contractor
would keep all of the savings on the in-
stant contract, and all savings on its
concurrent contracts only. The Gov-
ernment would keep all savings result-
ing from concurrent contracts placed
with other sources, savings from all fu-
ture contracts, and all collateral sav-
ings. Use of this method must be by

mutual agreement of both parties for
individual VECPs.

[63 FR 34079, June 22, 1998. Redesignated at 64
FR 51847, Sept. 24, 1999]

EFFECTIVE DATE NOTE: At 64 FR 51847,
Sept. 24, 1999, section 48.104–3 was redesig-
nated as 48.104–4, effective Nov. 23, 1999.

48.105 Relationship to other incen-
tives.

Contractors should be offered the
fullest possible range of motivation,
yet the benefits of an accepted VECP
should not be rewarded both as value
engineering shares and under perform-
ance, design-to-cost, or similar incen-
tives of the contract. To that end,
when performance, design-to-cost, or
similar targets are set and
incentivized, the targets of such incen-
tives affected by the VECP are not to
be adjusted because of the acceptance
of the VECP. Only those benefits of an
accepted VECP not rewardable under
other incentives are rewarded under a
value engineering clause.

[48 FR 42443, Sept. 19, 1983, as amended at 54
FR 5057, Jan. 31, 1989]

Subpart 48.2—Contract Clauses

48.201 Clauses for supply or service
contracts.

(a) General. The contracting officer
shall insert a value engineering clause
in solicitations and contracts when the
contract amount is expected to be
$100,000 or more, except as specified in
subparagraphs (1) through (5) and in
paragraph (f) below. A value engineer-
ing clause may be included in contracts
of lesser value if the contracting offi-
cer sees a potential for significant sav-
ings. Unless the chief of the con-
tracting office authorizes its inclusion,
the contracting officer shall not in-
clude a value engineering clause in so-
licitations and contracts—

(1) For research and development
other than full-scale development;

(2) For engineering services from not-
for-profit or nonprofit organizations;

(3) For personal services (see subpart
37.1);
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