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Subpart 334.2—Earned Value
Management System

334.201 Policy.

The Department of Health and
Human Services applies the earned
value management system requirement
as follows:

(a) For cost or incentive contracts
and subcontracts valued at $20 million
or more, the contractor’s earned value
management system shall comply with
the guidelines in the American Na-
tional Standards Institute/Electronic
Industries Alliance Standard 748,
Earned Value Management Systems
(ANSI/EIA-748).

(b) For cost or incentive contracts
and subcontracts valued at $50 million
or more, the contractor shall have an
earned value management system that
has been determined by the cognizant
Federal agency to be in compliance
with the guidelines in ANSI/ETA-748.

(c) For cost or incentive contracts
and subcontracts valued at less than
$20 million—

(1) The application of earned value
management is optional at the discre-
tion of the program/project manager
and is a risk-based decision that must
be supported by a cost/benefit analysis;
and

(2) A decision to apply earned value
management shall be documented in
the contract file.

(d) For firm-fixed-price contracts and
subcontracts of any dollar value the
application of earned value manage-
ment is discouraged.

41

334.202 Integrated Baseline Reviews
(IBRs).

(a) An IBR normally should be con-
ducted as a post-award activity. A pre-
award IBR may be conducted only if—

(1) The acquisition plan contains doc-
umentation that demonstrates the
need and rationale for a pre-award IBR,
including an assessment of the impact
on the source selection schedule and
the expected benefits;

(2) The use of a pre-award IBR is ap-
proved in writing by the head of the
contracting activity prior to the
issuance of the solicitation;

(3) The source selection plan and so-
licitation specifically addresses how
the results of a pre-award IBR will be
used during source selection, including
any weight to be given to it in source
evaluation; and

(4) Specific arrangements are made,
and budget authority is provided, to
compensate all offerors who prepare for
or participate in a pre-award IBR; and
the solicitation informs prospective
offerors of the means for and condi-
tions of such compensation.
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335.070 Cost-sharing.

335.070-1 Policy.

(a) Contracting activities should en-
courage contractors to contribute to
the cost of performing research and de-
velopment (R&D), through the use of
cost-sharing contracts, where there is a
probability that the contractor will re-
ceive present or future benefits from
participation as described in Federal
Acquisition Regulation (FAR) 16.303.



335.070-2

Examples include increased technical
know-how, training for employees, ac-
quisition of goods or services, develop-
ment of a commercially viable product
that can be sold in the commercial
market and use of background knowl-
edge in future contracts. Cost-sharing
is intended to serve the mutual inter-
ests of the Government and its con-
tractors by helping to ensure efficient
utilization of the resources available
for the conduct of R&D projects and by
promoting sound planning and prudent
fiscal policies of the contractor. The
Government’s interest includes posi-
tive impact on the community at large.

(b) The contracting officer should use
a cost-sharing contract for R&D con-
tracts, unless the contracting officer
determines that a request for cost-
sharing would not be appropriate.

(c) Any determination made by a
contracting officer as described in this
section shall be evidenced by appro-
priate documentation in the contract
file.

335.070-2 Amount of cost-sharing.

When cost-sharing is appropriate, the
contracting officer shall use the fol-
lowing guidelines to determine the
amount of cost participation by the
contractor:

(a) The amount of cost participation
depends on the extent to which the
R&D effort or results are likely to en-
hance the contractor’s capability, ex-
pertise, or competitive position, and
the value of this enhancement to the
contractor. Therefore, contractor cost
participation could reasonably range
from as little as one percent or less of
the total project cost to more than 50
percent of the total project cost. Ulti-
mately, cost-sharing is a negotiable
item. As such, the amount of cost-shar-
ing shall be proportional to the antici-
pated value of the contractor’s gain.

(b) If the contractor will not acquire
title to, or the right to use, inventions,
patents, or technical information re-
sulting from the R&D project, it is nor-
mally appropriate to obtain less cost-
sharing than in cases in which the con-
tractor acquires these rights.

(c) If the R&D is expected to be of
only minor value to the contractor,
and if a statute does not require cost-
sharing, it may be appropriate for the
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contractor to make a contribution in
the form of a reduced fee or profit rath-
er than sharing costs of the project. Al-
ternatively, a limitation on indirect
cost rates might be appropriate. See
FAR 42.707. See also, FAR 16.303.

(d) The contractor’s participation
may be considered over the total term
of the project, so that a relatively high
contribution in 1 year may be offset by
a relatively low contribution in an-
other. Care must be exercised that the
intent to cost-share in future years
does not become illusory. Redeter-
mination of the cost sharing arrange-
ment might be appropriate depending
on future circumstances.

(e) A relatively low degree of cost-
sharing may be appropriate if an area
of R&D requires special stimulus in the
national interest.

335.070-3 Method of cost-sharing.

Cost-sharing on individual contracts
may be accomplished either by a con-
tribution of part or all of one or more
elements of allowable cost of the work
being performed or by a fixed amount
or stated percentage of the total allow-
able costs of the project. Contractors
shall not charge costs contributed to
the Government under any other in-
strument (e.g., grant or contract), in-
cluding allocations to other instru-
ments as part of any independent R&D
program.

335.071 [Reserved]

335.072 Key personnel.

If the contracting officer determines
that the personnel to be assigned to
perform effort on an R&D contract are
critical to the success of the R&D ef-
fort, or were a critical factor in the
award of the contract, then the con-
tracting officer should consider using
the key personnel clause at 352.237-75,
Key Personnel.

PART 336—CONSTRUCTION AND
ARCHITECT-ENGINEER CONTRACTS

Subpart 336.1—General

Sec.
336.104 Policy.
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