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the discretion of the contracting offi-
cer for each VECP) that spans the
highest planned production, based on
planning and programming or produc-
tion documentation at the time the
VECP is accepted. The specified quan-
tity begins with the first future con-
tract unit affected by the VECP and
continues over consecutive deliveries
until the sharing period ends at accept-
ance of the last of the specified quan-
tity of units.

(d) For contracts (other than those in
paragraph (c) of this subsection) for
items requiring a prolonged production
schedule (e.g., ship construction, major
system acquisition), the end of the
sharing period is determined according
to paragraph (b) of this subsection.
Agencies may prescribe sharing of fu-
ture contract savings on all future con-
tract units to be delivered under con-
tracts awarded within the sharing pe-
riod for essentially the same item,
even if the scheduled delivery date is
outside the sharing period.

[64 FR 51847, Sept. 24, 1999]

48.104-2 Sharing acquisition savings.

(a) Supply or service contracts. (1) The
sharing base for acquisition savings is
the number of affected end items on
contracts of the contracting office ac-
cepting the VECP. The sharing rates
(Government/contractor) for net acqui-
sition savings for supplies and services
are based on the type of contract, the
value engineering clause or alternate
used, and the type of savings, as fol-
lows:

GOVERNMENT/CONTRACTOR SHARES OF NET
ACQUISITION SAVINGS
[Figures in percent]

Sharing arrangement
. Program re-
Inceur::{\ée §V°|' quirement
Ty (mandatory)
Contract type %3?_' %3:‘_
In- In-
stant | M| stant | feNt
oo | future | SOM | future
tract tract
rate con- rate con-
tract tract
rate rate
Fixed-price (includes fixed-
price-award-fee; ex-
cludes other fixed-price
incentive contracts) 150/ 150/ | 75/25 | 75/25
50 50
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GOVERNMENT/CONTRACTOR SHARES OF NET
ACQUISITION SAVINGS—Continued
[Figures in percent]

Sharing arrangement
: _ | Program re-
Incir:]t{\éfygvol quirement
(mandatory)
Contract type %ﬂ?_' %8?_
In- In-
stant r:r:g stant Efnrz:lt
oo | future | SO | future
tract con- tract con-
rate | tract | "3 | tract
rate rate
Incentive (fixed-price or
cost) (other than award
fee) (?) 150/ (®) | 75/25
50
Cost-reimbursement (in-
cludes cost-plus-award-
fee; excludes other cost-
type incentive contracts) 375/ | 375/ | 85/15| 85/15
25 25

1The contracting officer may increase the contractor’'s shar-
ing rate to as high as 75 percent for each VECP. (See
48.102(g) (1) through (7).)

2Same sharing arrangement as the contract’s profit or fee
adjustment formula.

3The contracting officer may increase the contractor's shar-
ing rate to as high as 50 percent for each VECP. (See
48.102(g) (1) through (7).)

(2) Acquisition savings may be real-
ized on the instant contract, concur-
rent contracts, and future contracts.
The contractor is entitled to a percent-
age share (see paragraph (a)(1) of this
section) of any net acquisition savings.
Net acquisition savings result when the
total of acquisition savings becomes
greater than the total of Government
costs and any negative instant con-
tract savings. This may occur on the
instant contract or it may not occur
until reductions have been negotiated
on concurrent contracts or until future
contract savings are calculated, either
through lump-sum payment or as each
future contract is awarded.

(i) When the instant contract is not
an incentive contract, the contractor’s
share of net acquisition savings is cal-
culated and paid each time such sav-
ings are realized. This may occur once,
several times, or, in rare cases, not at
all.

(ii) When the instant contract is an
incentive contract, the contractor
shares in instant contract savings
through the contract’s incentive struc-
ture. In calculating acquisition savings
under incentive contracts, the con-
tracting officer shall add any negative
instant contract savings to the target

936



Federal Acquisition Regulation

cost or to the target price and ceiling
price and then offset these negative in-
stant contract savings and any Govern-
ment costs against concurrent and fu-
ture contract savings.

(3) The contractor shares in the sav-
ings on all affected units scheduled for
delivery during the sharing period. The
contractor is responsible for maintain-
ing, for 3 years after final payment on
the contract under which the VECP
was accepted, records adequate to iden-
tify the first delivered unit incor-
porating the applicable VECP.

(4) Contractor shares of savings are
paid through the contract under which
the VECP was accepted. On incentive
contracts, the contractor’s share of
concurrent and future contract savings
and of collateral savings shall be paid
as a separate firm-fixed-price contract
line item on the instant contract.

(5) Within 3 months after concurrent
contracts have been modified to reflect
price reductions attributable to use of
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
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(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.

[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]

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.

(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]

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
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