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SUBCHAPTER G—CONTRACT MANAGEMENT

PART 842—CONTRACT 
ADMINISTRATION

Sec.
842.000 Scope of part. 
842.070 Definition.

Subpart 842.1—Interagency Contract 
Administration and Audit Services

842.101 Policy. 
842.102 Procedures.

Subpart 842.2—Assignment of Contract 
Administration

842.202 Assignment of contract administra-
tion.

Subpart 842.7—Indirect Cost Rates

842.705 Final indirect cost rates.

Subpart 842.8—Disallowance of Costs

842.801–70 Audit assistance prior to dis-
allowing costs. 

842.803 Disallowing cost after incurrence.

Subpart 842.12—Novation and Change-of-
Name Agreements

842.1203 Processing agreements.

AUTHORITY: 38 U.S.C. 501 and 40 U.S.C. 
486(c).

SOURCE: 49 FR 12624, Mar. 29, 1984, unless 
otherwise noted.

842.000 Scope of part. 

This part applies to all contracts, 
whether sealed bid or negotiated. (See 
801.602–70 for requirements for legal re-
view of certain contract administra-
tion actions.) 

[49 FR 12624, Mar. 29, 1984, as amended at 50 
FR 794, Jan. 7, 1985; 51 FR 23072, June 25, 1986; 
52 FR 28559, July 31, 1987]

842.070 Definition. 

Contract Administration is the coordi-
nation of actions required for the per-
formance of a contract including the 
guidance and supervision necessary to 
assure that all contractural obligations 
are fulfilled.

Subpart 842.1—Interagency Con-
tract Administration and Audit 
Services

842.101 Policy. 
(a) Pursuant to FAR policy encour-

aging interagency cross-servicing in 
field contract support services, con-
tracting officers of the Department of 
Veterans Affairs will utilize the sup-
port services of other agencies to the 
extent feasible. Examples of such serv-
ices are: preaward surveys; quality as-
surance and technical inspection of 
contract items; and review of contrac-
tors’ procurement systems. Require-
ments for support services available 
from any other Government depart-
ment or agency will be obtained on the 
basis of an approved negotiated inter-
agency support agreement. 

(b) An interagency support agree-
ment is a written instrument of under-
standing executed between the parties 
to the agreement. The agreement 
should state clearly the accord which 
has been reached between the two par-
ties involved, especially the obliga-
tions assumed by the rights granted 
each. The agreement will be specific 
with respect to resources to be pro-
vided by both the supplying and receiv-
ing activities. It will also provide for 
funding and reimbursement arrange-
ments, and clauses permitting revi-
sions, modifications thereto, or can-
cellation thereof, will be included.

842.102 Procedures. 
(a) The Department of Defense Direc-

tory of Contract Administration Serv-
ices Components and the Directory of 
Federal Contract Audit Offices are 
available through the Department of 
Veterans Affairs Forms and Publica-
tions Depot. 

(b) Proposed interagency support 
agreements with any other Govern-
ment department or agency involving 
the expenditures of Department of Vet-
erans Affairs funds of $5,000 of more 
will be forwarded by the facility direc-
tor (or Central Office official) to the 
Deputy Assistant Secretary for Acqui-
sition and Materiel Management (93), 
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who will transmit with recommenda-
tion to the General Counsel for legal 
review and approval, as required by 
801.602–70(a)(4). 

(1) Proposed agreements, both new 
and renewal, will be submitted in an 
original and four copies so as to reach 
Central Office 60 days prior to the ef-
fective date of the agreement. 

(2) Complete justification for all pro-
posed agreements will be submitted, as 
approval depends on the adequacy of 
the justification. 

[49 FR 12624, Mar. 29, 1984, as amended at 50 
FR 794, Jan. 7, 1985; 63 FR 69222, Dec. 16, 1998]

Subpart 842.2—Assignment of 
Contract Administration

842.202 Assignment of contract admin-
istration. 

Proposed assignments of contract ad-
ministration responsibility outside of 
the procuring activity will be for-
warded by the facility director to the 
Deputy Assistant Secretary for Acqui-
sition and Materiel Management (95), 
who will transmit the proposal to the 
General Counsel for legal review and 
approval, as required by 801.602–70(a)(6) 
and 801.602–71. Complete justification 
will be provided, specifically address-
ing the need for and benefits to be pro-
vided by assignment of contract admin-
istration. (See 801.603–70 for policy on 
designating representatives of con-
tracting officers, and 48 CFR 9904 (FAR 
Appendix B) for policy on contracts in-
volving Cost Accounting Standards.) 

[49 FR 12624, Mar. 29, 1984, as amended at 50 
FR 794, Jan. 7, 1985; 63 FR 69222, Dec. 16, 1998]

Subpart 842.7—Indirect Cost Rates
842.705 Final indirect cost rates. 

(a) Contracting officers will request 
audits on proposed final indirect cost 
rates and billing rates for use in cost 
reimbursement, fixed price incentive 
and fixed price redeterminable con-
tracts as described in FAR Subpart 42.7 
unless the quick-closeout procedures 
described in FAR 42.708 are used. In 
this case, the contracting officers will 
perform a review and validation of the 
contractor’s data submitted for accu-
racy and reasonableness of the pro-
posed rates for negotiating the settle-

ment of indirect costs for a specific 
contract. 

(b) Contracting officers in the Office 
of Acquisition and Materiel Manage-
ment and Office of Facilities Manage-
ment who are located in the VA Cen-
tral Office have the option to request 
audits directly from the cognizant 
audit agencies or requesting audits 
through the Assistant Inspector Gen-
eral, Office of Departmental Reviews 
and Management Support (53C). All 
other contracting officers located in 
the VA Central Office and the Office of 
the General Counsel will send requests 
for audit to the Assistant Inspector, 
Office of Departmental Reviews and 
Management Support (53C). Con-
tracting officers located at field facili-
ties, VA National Acquisition Center 
and supply depots are required to ar-
range for the audits through the Dep-
uty Assistant Secretary for Acquisi-
tion and Materiel Management or the 
Chief Facilities Management Officer. 
The Assistant Inspector General, Office 
of Departmental Reviews and Manage-
ment Support (53C) will provide such 
accounting assistance or technical ad-
vice as is deemed desirable by the con-
tracting officers. 

[49 FR 12624, Mar. 29, 1984, as amended at 52 
FR 49017, Dec. 29, 1987; 54 FR 40065, Sept. 29, 
1989; 63 FR 69222, Dec. 16, 1998]

Subpart 842.8—Disallowance of 
Costs

842.801–70 Audit assistance prior to 
disallowing costs. 

When a contracting officer deter-
mines during the performance of a cost 
reimbursement, fixed price incentive or 
fixed price redetermination contract 
exceeding the thresholds specified in 
FAR 15.403–4, that costs should be dis-
allowed, audit assistance will be re-
quested. Such requests submitted by 
field facility contracting officers will 
be directed to the Deputy Assistant 
Secretary for Acquisition and Materiel 
Management (95) for review and for-
warding to the Assistant Inspector 
General, Office of Audit (52), or other 
recognized audit agency, e.g., the De-
fense Contract Audit Agency. 

[49 FR 12624, Mar. 29, 1984, as amended 63 FR 
69222, Dec. 16, 1998]
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842.803 Disallowing cost after incur-
rence. 

Contracting officers may approve 
contractors’ vouchers for payment and 
process them to the servicing fiscal of-
fice. Such approval must be within the 
limitations of the contracting officer 
and the contract for which the voucher 
is submitted must be within the con-
tracting officers delegation of con-
tracting authority. (Note 842.801–70 re-
garding disallowing costs.)

Subpart 842.12—Novation and 
Change-of-Name Agreements

842.1203 Processing agreements. 

Prior to execution of novation and 
change-of-name agreements by a De-
partment of Veterans Affairs con-
tracting officer, he/she will forward the 
agreement and related documents to 
the Office of the General Counsel for 
review as to legal sufficiency. The doc-
uments will be submitted through the 
same channels as those prescribed for 
legal review of contracts in 801.602–72. 

[49 FR 12624, Mar. 29, 1984, as amended 63 FR 
69222, Dec. 16, 1998]

PART 846—QUALITY ASSURANCE

Subpart 846.3—Contract Clauses

Sec.
846.302–70 Inspection. 
846.312 Construction contacts.

Subpart 846.4—Government Contract 
Quality Assurance

846.408–70 Inspection of subsistence. 
846.408–71 Waiver of USDA inspection and 

specifications. 
846.470 Use of commercial organizations for 

inspections and grading services. 
846.471 Determination authority. 
846.472 Inspection of repairs for properties 

under the Loan Guaranty and Direct 
Loan Programs. 

846.472–1 Repairs of $1,000 or less. 
846.472–2 Repairs in excess of $1,000.

Subpart 846.7—Warranties

Sec.
846.710 Construction contracts. 
846.710–70 Special warranties. 
846.710–71 Warranty for construction—guar-

antee period services.

AUTHORITY: 38 U.S.C. 501 and 40 U.S.C. 
486(c).

SOURCE: 49 FR 12625, Mar. 29, 1984, unless 
otherwise noted.

Subpart 846.3—Contract Clauses
846.302–70 Inspection. 

Contracts for property will include 
the clause 852.211–72(a), ‘‘Rejected 
Goods,’’ except that contracts for pack-
inghouse, dairy products, bread and 
bakery products, and fresh and frozen 
fruits and vegetables will include the 
clause prescribed in 852.211–72(b), ‘‘Re-
jected Goods.’’

[49 FR 12625, Mar. 29, 1984, as amended at 67 
FR 49260, July 30, 2002]

846.312 Construction contacts. 
The contracting officer shall insert 

the clause at 852.236–74, Inspection of 
construction, in solicitations and con-
tracts for construction that contain 
the FAR clause at 52.246–12, Inspection 
of Construction. 

[67 FR 49260, July 30, 2002]

Subpart 846.4—Government 
Contract Quality Assurance

846.408–70 Inspection of subsistence. 
(a) The contracting officer will deter-

mine at the time of issuance of the so-
licitation whether inspection for speci-
fication compliance will be made: (1) 
Prior to shipment by representatives of 
the U.S. Department of Agriculture 
(USDA) or the Department of Com-
merce, or (2) at the time of delivery by 
personnel of the purchasing activity. 
The place of inspection will be indi-
cated in the solicitation. 

(b) Since the requirement for USDA 
or Department of Commerce inspec-
tions and certifications results in addi-
tional contractor costs which may be 
ultimately reflected in bid prices, the 
contracting officer, in consultation 
with the Chief, Nutrition and Food 
Service, must evaluate the need for 
such inspections. The evaluation shall 
include the following: 

(1) The quality assurance already 
provided by other mandatory inspec-
tion systems; 

(2) The proposed suppliers’ own qual-
ity control system; 
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1 Meat food products shall mean processed 
foods containing meat in substantial propor-
tion and other listed ingredients including 
seasoning, e.g., frankfurters, coldcuts. Whole 
or prefabricated meats, e.g., pork chops, 
hamburger, are considered meats, not meat 
food products.

(3) Experience with the proposed sup-
pliers; 

(4) The feasibility of prequalifying 
suppliers’ quality assurance systems 
and subsequently waiving certifi-
cations for future solicitations; and 

(5) The cost of the inspections. 
(c) When either the USDA or the De-

partment of Commerce is indicated as 
the inspection activity, the solicita-
tion will also provide that the con-
tractor is responsible for: 

(1) Arranging and paying for inspec-
tion services. 

(2) Obtaining from the inspection ac-
tivity a certificate indicating the prod-
uct complies with specifications. Such 
certificate, or copy, should accompany 
the shipment or be furnished to the re-
ceiving installation prior to shipment. 
The contractor shall notify the instal-
lation when the certificate is not im-
mediately available. 

(3) Seeing that acceptable products 
are covered by an inspection agency 
checkloading certificate or stamped by 
the inspector as prescribed by the con-
tracting officer. Products not so identi-
fied shall be rejected. 

(4) Furnishing samples for inspection 
at his/her expense. 

(5) Indicating the address where in-
spection will be made. 

(d) The contracting officer will fur-
nish a copy of the purchase document 
to the inspecting activity. 

[49 FR 12625, Mar. 29, 1984, as amended at 51 
FR 37027, Oct. 17, 1986; 54 FR 40065, Sept. 29, 
1989; 63 FR 69222, Dec. 16, 1998]

846.408–71 Waiver of USDA inspection 
and specifications. 

(a) Contracting officers may purchase 
butter; cheese (except cottage cheese); 
sausage; meat food products; 1 bacon, 
smoked; and bacon, Canadian style, 
without reference to the specifications 
in Part IV of the Federal Supply Cata-
log, Stock List, FSC Group 89, Subsist-
ence, Publication No. C900–SL, and the 

USDA inspection requirements, when 
the amount of an item to be purchased 
will not exceed 500 pounds per delivery. 
When these items are procured to-
gether with items that are not exempt, 
the solicitation shall include the fol-
lowing:

Items * * * are not required to be in ac-
cordance with the specifications contained 
in Part IV of the Federal Supply Catalog, 
Stock List, FSC Group 89, Subsistence, Pub-
lication No. C900–SL, and the special USDA 
inspection is not required. Inspection for 
quality and condition will be made by VA 
upon delivery at destination. These items 
are, however, subject to the quality controls 
stated herein.

(b) As appropriate, the following 
statements shall be included in each 
invitation for bid, request for proposal 
or purchase order: 

(1) Butter. This product must be 
graded by the USDA and labeled 
‘‘Grade A’’ or the grade specified here-
in. 

(2) Sausage and meat food products: 
(i) This product must be a high com-

mercial product and shall have been 
prepared in a federally inspected plant 
and bear the USDA establishment 
number stamp which evidences that it 
is sound, healthful, wholesome and fit 
for human consumption; and 

(ii) This product must bear a label 
complying with the Federal Food, Drug 
and Cosmetic Act which requires that 
all ingredients be listed according to 
the order of their predominance. 

(3) Bacon, smoked; and bacon, Cana-
dian style. This product must be a high 
commercial product and shall have 
been prepared in a federally inspected 
plant and bear the USDA establish-
ment number stamp which evidences 
that it is sound, healthful, wholesome, 
and fit for human consumption. 

(c) When using a ‘‘brand name or 
equal’’ purchase description every 
brand name item that is known to be 
acceptable and available in the area 
will be listed. 

[49 FR 12625, Mar. 29, 1984, as amended at 51 
FR 37028, Oct. 17, 1986; 63 FR 69222, Dec. 16, 
1998]

VerDate jul<14>2003 04:43 Oct 23, 2003 Jkt 200200 PO 00000 Frm 00221 Fmt 8010 Sfmt 8010 Y:\SGML\200200T.XXX 200200T



222

48 CFR Ch. 8 (10–1–03 Edition)846.470

846.470 Use of commercial organiza-
tions for inspections and grading 
services. 

Commercial organizations may be 
used for inspection and grading serv-
ices when it is determined that the re-
sults of a technical inspection or grad-
ing are dependent upon the application 
of scientific principles or specialized 
techniques, and it is further deter-
mined that: 

(a) The Department of Veterans Af-
fairs is unable to employ the personnel 
qualified to properly perform the serv-
ices and is unable to locate another 
Federal agency capable of providing 
the service. 

(b) The inspection or grading results 
issued by a private organization are es-
sential to verify the acceptance or re-
jection of a special commodity. 

(c) The services may be performed 
without direct Government super-
vision. 

[49 FR 12625, Mar. 29, 1984, as amended at 54 
FR 40065, Sept. 29, 1989]

846.471 Determination authority. 

The determinations required in 
846.470 will be made by: 

(a) The Chief Facilities Management 
Officer, Office of Facilities Manage-
ment, for those items and services for 
which purchase authority has been as-
signed to him/her. 

(b) The Director, Veterans Canteen 
Service, for those items and services 
purchased, or contracted for, by the 
Veterans Canteen Service (except those 
items purchased from Department of 
Veterans Affairs supply sources). 

(c) The Deputy Assistant Secretary 
for Acquisition and Materiel Manage-
ment for all other supplies, equipment 
and services. 

[49 FR 12625, Mar. 29, 1984, as amended at 63 
FR 69222, Dec. 16, 1998]

846.472 Inspection of repairs for prop-
erties under the Loan Guaranty and 
Direct Loan Programs. 

Final inspection will be made of all 
repair programs upon completion. In 
addition such intermediate or progress 
inspections will be made on extensive 
or technical jobs as specified in the 
contract.

846.472–1 Repairs of $1,000 or less. 

(a) Generally, inspections required 
will be made by the management 
broker. If the property has not been as-
signed to a management broker or if it 
has been determined that the nature of 
the repairs requires supervision by a 
technician, the inspection will be made 
by a qualified fee or staff inspector. 

(b) There is no form prescribed for 
this inspection but VA Form 26–1839, 
Compliance Inspection Report, may be 
used if desired. Regardless of the form 
in which the report is submitted, it 
will be in sufficient detail to identify 
the contractor, property, and the re-
pair program and to enable the con-
tracting officer to make a determina-
tion that the work is being performed 
satisfactorily or completed in accord-
ance with the terms of the contract.

846.472–2 Repairs in excess of $1,000. 

(a) The final inspection and any in-
termediate or progress inspections on 
repairs exceeding $1,000 will be made by 
a qualified fee or staff inspector. If a 
management broker is qualified to su-
pervise major repairs, he/she may be 
authorized to conduct the inspections. 

(b) Report of inspections will be made 
on VA Form 26–1839, Compliance In-
spection Report. The form will be com-
pleted to identify the property, con-
tractor, and repair program and will 
also include such detailed information 
to enable the contracting officer to 
make a determination that the work is 
being performed satisfactorily or that 
it has been completed in accordance 
with the contract terms. Any defi-
ciencies noted will be itemized and ex-
plained in detail.

Subpart 846.7—Warranties

SOURCE: 67 FR 49260, July 30, 2002, unless 
otherwise noted.

846.710 Construction contracts. 

Contracting officers shall insert the 
FAR clause at 52.246–21, Warranty of 
Construction, in solicitations and con-
tracts for construction that are ex-
pected to exceed the micro-purchase 
threshold.
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846.710–70 Special warranties. 

The contracting officer shall insert 
the clause at 852.246–1, Special warran-
ties, in solicitations and contracts for 
construction that include the FAR 
clause at 52.246–21, Warranty for Con-
struction.

846.710–71 Warranty for construc-
tion—guarantee period services. 

The contracting office shall insert 
the clause at 852.246–2, Warranty for 
construction’guarantee period services, 
in solicitations and contracts for con-
struction that include the FAR clause 
at 52.246–21, Warranty for Construction, 
and also include guarantee period serv-
ices.

PART 847—TRANSPORTATION

Subpart 847.3—Transportation in Supply 
Contracts

Sec.
847.303–1 F.o.b. origin. 
847.303–70 F.o.b. origin, freight prepaid, 

transportation charges to be included on 
the invoice. 

847.304 Determination of delivery terms. 
847.304–1 General. 
847.305–70 Potential destinations known but 

quantities unknown.

AUTHORITY: 38 U.S.C. 501 and 40 U.S.C. 
486(c).

SOURCE: 49 FR 12627, Mar. 29, 1984, unless 
otherwise noted.

Subpart 847.3—Transportation in 
Supply Contracts

847.303–1 F.o.b. origin. 

(a) Normally shipments falling with-
in this category will be shipped on a 
Government bill of lading, except for 
those shipments covered by 41 CFR 101–
41.304–2. 

(b) Shipment of flat bronze markers 
by the vendor, as directed by the Chief, 
Centralized Contracting Division, or 
his/her designee, will be made by parcel 
post. VA Form 40–4952, Order for Head-
stone or Marker, will be used for this 
purpose. 

[49 FR 12627, Mar. 29, 1984, as amended at 63 
FR 69222, Dec. 16, 1998]

847.303–70 F.o.b. origin, freight pre-
paid, transportation charges to be 
included on the invoice. 

(a) The delivery terms will be stated 
as ‘‘f.o.b. origin, transportation pre-
paid, with transportation charges to be 
included on the invoice,’’ under each of 
the following circumstances: 

(1) When it has been carefully deter-
mined that an f.o.b. origin purchase or 
delivery order will have transportation 
charges not in excess of $100 and the 
occasional exception does not exceed 
that amount by an unreasonable 
amount; 

(2) Single parcel shipments via ex-
press, courier, small package, or simi-
lar carriers, regardless of shipping cost, 
if the parcel shipped weighs 70 pounds 
or less and does not exceed 108 inches 
in length and girth combined; 

(3) Multi-parcel shipments via ex-
press, courier small package, or similar 
carriers for which transportation 
charges do not exceed $250 per ship-
ment. 

(b) Orders issued on VA Form 90–2138, 
Orders for Supplies or Services, will di-
rect the vendor’s attention to shipping 
instructions on the reverse of the form. 
When VA Form 90–2138 is not used, the 
vendor will be instructed as follows: 

(1) Consistent with the terms of the 
contract, pack, mark and prepare ship-
ment in conformance with carrier re-
quirements to protect the personal 
property and assure assessment of the 
lowest applicable transportation 
charge. 

(2) Add transportation charges as a 
separate item on your invoice. The in-
voice must bear the following certifi-
cation: ‘‘The invoiced transportation 
charges have been paid and evidence of 
such payment will be furnished upon 
the Government’s request.’’

(3) Do not include charges for insur-
ance or valuation on the invoice unless 
the order specifically requires that the 
shipment be insured or the value be de-
clared. 

(4) Do not prepay transportation 
charges on this order if such charges 
are expected to exceed $100. Ship col-
lect and annotate the commercial bill 
of lading, ‘‘To be converted to Govern-
ment Bill of Lading.’’

(c) Each contracting officer is re-
sponsible for: 
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(1) Making a diligent effort to obtain 
the most accurate estimate possible of 
transportation charges; and 

(2) Utilizing the authority in para-
graph (a) of this section only when con-
sistent with the circumstances in that 
paragraph. 

(d) When in accordance with FAR 
Subpart 28.3 and FAR 47.102 it is deter-
mined that a shipment is to be insured 
or the value declared, the vendor will 
be specifically instructed to do so on 
the order, when a written order is used. 
If the order is an oral order, all copies 
of the purchase request will be anno-
tated to show that insurance/declared 
value was specifically requested.

847.304 Determination of delivery 
terms.

847.304–1 General. 
When alternative delivery terms are 

appropriate but the contracting officer 
elects to use only one in the invitation 
for bids, or request for proposals, he 
shall document the contract file to 
show his reasons for so doing.

847.305–70 Potential destinations 
known but quantities unknown. 

When the VA National Acquisition 
Center contracts for decentralized pro-
cured items by all Department of Vet-
erans Affairs installations, the evalua-
tion of bids must follow specific proce-
dures. To place each bid on an equal 
basis, even though specific quantities 
required by each hospital cannot be 
predetermined, an anticipated demand 
factor will be used in proportion to the 
number of hospital beds or patient 
workload. The clause prescribed in 
852.247–70 shall be used in these in-
stances. 

[49 FR 12627, Mar. 29, 1984, as amended at 63 
FR 69222, Dec. 16, 1998]

PART 849—TERMINATION OF 
CONTRACTS

Subpart 849.1—General Principles

Sec.
849.106 Fraud or other criminal conduct. 
849.107 Audit of prime contract settlement 

proposals and subcontract settlements. 
849.111 Review and approval of proposed set-

tlements. 
849.111–70 Settlement review boards. 

849.111–71 Required review and approval. 
849.111–72 Submission of information.

Subpart 849.4—Termination for Default

849.402 Termination of fixed-price contracts 
for default. 

849.402–6 Repurchase against contractor’s 
account.

AUTHORITY: 38 U.S.C. 501 and 40 U.S.C. 
486(c).

SOURCE: 49 FR 12628, Mar. 29, 1984, unless 
otherwise noted.

Subpart 849.1—General Principles
849.106 Fraud or other criminal con-

duct. 
When the circumstances set forth in 

FAR 49.106 are encountered, the con-
tracting officer will immediately dis-
continue all negotiations. The con-
tracting officer will submit all of the 
pertinent facts necessary to support 
his/her reasoning to the Deputy Assist-
ant Secretary for Acquisition and Ma-
teriel Management (95), (or the Chief 
Facilities Management Officer (08) in 
the case of contracting officers from 
the Office of Facilities Management). 
The Deputy Assistant Secretary for 
Acquisition and Materiel Management 
(95), or the Chief Facilities Manage-
ment Officer, Office of Facilities Man-
agement, will review the submission 
and fully develop the facts. If the evi-
dence indicates fraud or other criminal 
conduct, the Deputy Assistant Sec-
retary for Acquisition and Materiel 
Management or the Chief of Facilities 
Management Officer, Office of Facili-
ties Management, will forward the sub-
mission with his/her recommendations, 
through channels (to include the Gen-
eral Counsel, if appropriate), to the In-
spector General (51) for referral to the 
Department of Justice. The con-
tracting officer will be advised by the 
Deputy Assistant Secretary for Acqui-
sition and Materiel Management or the 
Chief Facilities Management Officer, 
Office of Facilities Management, as to 
any further action to be taken. Pend-
ing receipt of this advice, the matter 
will not be discussed with the con-
tractor. No collection, recovery or 
other settlement action will be initi-
ated while the matter is in the hands of 
the Department of Justice without 
first obtaining the concurrence of the 
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U.S. Attorney concerned, through the 
Inspector General. If inquiry is made 
by the contractor, he/she will be ad-
vised only that the proposal has been 
forwarded to higher authority. 

[49 FR 12627, Mar. 29, 1984, as amended at 63 
FR 69222, Dec. 16, 1998]

849.107 Audit of prime contract settle-
ment proposals and subcontract 
settlements. 

Contracting officers will submit set-
tlement proposals for review and audit 
prior to taking any further action, in 
accordance with the provisions and 
claim limitations applicable to prime 
and subcontractors as set forth in FAR 
49.107. Contracting officers in the Office 
of Acquisition and Materiel Manage-
ment and Office of Facilities Manage-
ment who are located in the VA Cen-
tral Office have the option to request 
audits directly from the cognizant 
audit agencies or to request audits 
through the Assistant Inspector Gen-
eral, Office of Departmental Reviews 
and Management Support (53C). All 
other contracting officers located in 
the VA Central Office and the Office of 
the General Counsel will send requests 
for audit to the Assistant Inspector 
General, Office of Departmental Re-
views and Management Support (53C), 
to request audits directly from the cog-
nizant agencies. Audit control numbers 
may be obtained verbally from the 
Deputy Assistant Secretary for Acqui-
sition and Materiel Management (95). 

[49 FR 12628, Mar. 29, 1984, as amended at 52 
FR 42440, Nov. 5, 1987; 54 FR 40065, Sept. 29, 
1989; 63 FR 69223, Dec. 16, 1998]

849.111 Review and approval of pro-
posed settlements.

849.111–70 Settlement review boards. 
The Deputy Assistant Secretary for 

Acquisition and Materiel Management 
and the Chief Facilities Management 
Officer will each establish within his/
her own organization a settlement re-
view board. The board may be estab-
lished on a permanent or temporary 
basis. More than one such board may 
be established if settlements are to be 
made at different locations, if per-
sonnel with different qualifications are 
needed for different contracts, or if for 
other reasons, the establishment of 

more than one board is considered de-
sirable. Each settlement review board 
should be composed of at least three 
qualified and disinterested employees. 
The membership of each board should 
include at least one lawyer and one ac-
countant. 

[49 FR 12628, Mar. 29, 1984, as amended at 63 
FR 69223, Dec. 16, 1998]

849.111–71 Required review and ap-
proval. 

Prior to executing a settlement 
agreement, or issuing a determination 
of the amount due under the termi-
nation clause of a contract, or approv-
ing or ratifying a subcontract settle-
ment, the contracting officer shall sub-
mit each such settlement or deter-
mination for review and approval by a 
settlement review board if: 

(a) The amount of settlement, by 
agreement or determination, involves 
$50,000 or more; or 

(b) The settlement or determination 
is limited to adjustment of the fee of a 
cost-reimbursement contract or sub-
contract, and: 

(1) In the case of a complete termi-
nation, the fee, as adjusted, is $50,000 or 
more; or 

(2) In the case of a partial termi-
nation, the fee, as adjusted, with re-
spect to the terminated portion of the 
contract or subcontract is $50,000 or 
more; or 

(c) The head of the contracting activ-
ity concerned determines that a review 
of a specific case or class of cases is de-
sirable; or 

(d) The contracting officer, in his/her 
discretion, desires review by the settle-
ment review board.

849.111–72 Submission of information. 
(a) The contracting officer shall sub-

mit to the appropriate settlement re-
view board a statement of the proposed 
settlement agreement or determina-
tion, supported by such detailed infor-
mation as is required for an adequate 
review. This information should nor-
mally include copies of: 

(1) The contractor’s or subcontrac-
tor’s settlement proposal, 

(2) The audit report, 
(3) The property disposal report and 

any required approvals in connection 
therewith, 
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(4) The contracting officer’s memo-
randum explaining the settlement, and 

(5) Any other relevant material that 
will assist the board in arriving at a 
decision to approve or disapprove the 
proposal. The board may, in its discre-
tion, require the submission of addi-
tional information. 

(b) When a review of a proposed set-
tlement is required and the contract 
covers supplies, equipment or services, 
other than construction chargeable to 
Construction Appropriations, the con-
tracting officer will submit the pro-
posed settlement or determination to 
the settlement review board through 
the Deputy Assistant Secretary for Ac-
quisition and Materiel Management. 

(c) When the contract covers con-
struction chargeable to Construction 
Appropriations and review is required, 
the proposed settlement or determina-
tion will be submitted by the con-
tracting officer to the settlement re-
view board through the Chief Facilities 
Management Officer. 

[49 FR 12628, Mar. 29, 1984, as amended at 63 
FR 69223, Dec. 16, 1998]

Subpart 849.4—Termination for 
Default

849.402 Termination of fixed-price 
contracts for default.

849.402–6 Repurchase against contrac-
tor’s account. 

(a) VA Form 90–2237, Request, Turn-
in, and Receipt for Property or Serv-
ices, or the file copy of the purchase 
order covering the purchase of supplies, 
equipment or services against a de-
faulting contractor shall be annotated 
to show the name of the defaulted con-
tractor, the contract number, the con-
tract price, the name of the contractor 
from whom procurement is made, the 
price paid, the competition secured and 
the difference in cost, if any, to the De-
partment of Veterans Affairs. When re-
procurement results in the payment of 
excess costs and the purchase is made 
through the Supply Fund, the excess 
costs, when collected, shall be depos-
ited to the credit of the Supply Fund. 
In all other instances, the excess costs, 
when collected, shall be deposited to 
General Fund Receipts. 

(b) Contracting officers, when pur-
chasing against a defaulted contractor, 
shall procure the items in a manner 
that will protect the interests of the 
contractor as well those of the Govern-
ment.
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