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CHAPTER 1. INTRODUCTION 

PART 1. GENERAL 

PBS P 8020.2 

1. Scope. Th is  handbook prescr ibes requirements f o r  use o f  Value 
I n c e n t w e  Clause (VIC) i n  PBS contracts and supplements ch. 58 o f  t he  
General Serv ices Admin i s t ra t i on  Procurement Regulat ions (41 CFR 58). 
I t  a1 so prov ides a d m i n i s t r a t i v e  guidel  ines and procedures f o r  a c t i n g  
on con t rac to r  proposal s  received pursuant t o  t h e  clause. 

2. D e f i n i t i o n s  .and abbreviat ions.  A 1  i s t i  ng o f  d e f i n i t i o n s  and 
abbrev ia t ions  common t o  use w i t h  resard t o  the  Value Incen t i ve  Clause " 

i s  prov ided i n  f i g .  1-2. 

3. Au tho r i t y .  

a. A1 1 a u t h o r i t y  exerc ised i n  connect ion w i t h  the  gu ide l  ines  and 
procedures p resc r ibed  i n  t h i s  handbook s h a l l  be i n  accordance w i t h  e x i s t -  
i n g  rede legat ions  o f  a u t h o r i t y  and a d m i n i s t r a t i v e  l i m i t a t i o n s  except as 
modi f i e d  he re i  n . 

b. Regional Comnissioners and Ass i s tan t  Commissioners are 
au thor ized t o  cons ider  requirements i n  a1 1 PBS pub1 i c a t i o n s  as general 
guidance r a t h e r  than r i g i d  standards except t o  t h e  e x t e n t  otherwise 
prov ided i n  subpar. ( 2 )  below i n  o rder  t o  approve and implement r e s u l t s  
f rom val  ue management (VM) e f f o r t s .  

(1)  Where d e f i n i t e  advantages can be expected, dev ia t ions  a r e  
au thor ized p r o v i d i n g  a pro fess iona l  judgment has been made t h a t  a safe, 
adequate, more economical, o r  b e t t e r  design o r  procedure w i l l  r e s u l t .  

(2) This a u t h o r i z a t i o n  f o r  worthwhi le  dev ia t ions  does n o t  apply 
t o  dev ia t ions  from s t a t u t o r y  requi  rements , Federal Procurement Regul a- 
t i o n s  , General Serv ices Admi n i  s t r a t i o n  Procurement Regulat ions (Chapter 
5B), o r  Execut ive Orders. Examples o f  s t a t u t o r y  requ i  rements i n c l  ude 
p rov i s ions  f o r  t h e  handi capped, a i  r and water po l  1 u t i  on abatement and 
con t ro l ,  and t h e  use o f  s p e c i f i c a t i o n s  which are nonpropr ietary.  

4 t h r u  7 .  Reserved. 
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VIC - Value Incent ive  Clause, language provided i n  a cont rac t  pe rmi t t i ng  
the contractor  t o  submit cost  saving ideas t o  the  cont rac t ing o f f i c e r  and 
share i n  the savings i f  approved. 

VCP - Value Change Proposal , the con t rac to r ' s  w r i t t e n  proposal suggesting 
a change t o  the con t rac t  i n  order t o  save i n s t a n t  costs, c o l l a t e r a l  costs, 
o r  f u t u r e  acqu i s i t i on  costs.  

I Ins tan t  cost - Cost  ,to be borne by the cont rac tor  t o  perform h i s  work 
under the cu r ren t  cont rac t .  

I Co l la te ra l  cos t  - Cost t o  be borne by the owner i n  using cont rac t  work 
a f t e r  completion o f  the cont rac t .  

I Development cos t  - A l l  cos t  borne by the cont rac tor  i n  developing a VCP 
up t o  the p o i n t  i n  t ime where i t  i s  accepted. 

Implementation cost  - A l l  cost  borne by the cont rac tor ,  a f t e r  acceptance, 
i n  order t o  implement a VCP. 

I L i f e  Cycle Cost - The t o t a l  costs o f  acqu i s i t i on  and ownership o r  use o f  
an asset f o r  a s ta ted per iod o f  t ime. 

I Ownership Cost - The t o t a l  costs t o  operate, maintain, repa i r ,  replace,or 
support an asset f o r  a s ta ted per iod o f  time. 

OAUS - Contract Administ rat ion Value Special i s  t, an ind iv idua l  designated 
by the procuring o f f i c e  t o  be spec ia l l y  t r a i ned  i n  V I C  procedures and t o  
p rov i  de admi n i  s t r a t i  ve support f o r  processi ng VCP ' s . 
DAR - Duly Authorized Representative, an i nd i v i dua l  designated by the 
Contract ing O f f i c e r  t o  represent him i n  administer ing cont rac t  
performance, 

Figure 1-2. De f i n i t i ons  and abbreviat ions 
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8. Pur ose. The V I C  i n v i t e s  indus t ry  t ocha l l enge  u n r e a l i s t i c  o r  + unessent a Government con t rac t  requirements and t o  p r o f i t  by doing so. 
The procurement phase i s  the l a s t  oppor tun i ty  t o  save on work before i t  
i s  actual  l y  del  i vered and i s very o f ten  the 1 a s t  opportuni ty  t o  have 
s i g n i f i c a n t  impact on ownership costs before they are s o l i d i f i e d  by 
procurement. The Government desires t o  b e n e f i t  from the experience and 
knowledge o f  + t s  cont rac tors  i n  the areas o f  cost, new mater ia ls,  
techniques, and i ndustry standards . 
9. Incent ive.  The V I C  rewards contractors who propose changes t o  
cont rac t  documents which w i  11 r e s u l t  i n  reducing cost  wi thout  sae r i f i c i ng  
required qual i t y  o r  funct ion.  The sharing incent ive  arrangement i s  
establ i shed t o  encourage con t rac to r  i n i t i a t i v e  and ingenui ty  i n  i d e n t i  - 
fy ing and successful ly  chal lenging high cost  areas i n  contracts. The 
fo l lowing types o f  incent ives can be provided i n  the V I C :  

a. Ins tan t  shar in . Contractors may share i n  savings r ea l i zed  by 
-l--= modifying o r  e iminat ing work requ i red under the terms o f  the i n s t a n t  

contract .  A l l  o f  our VIC's provide f o r  i n s t a n t  sharing. 

b. Co l la te ra l  sharing. I n  add i t i on  t o  i ns tan t  sharing, a l l  VIC's 
provide t h a t  a cont rac tor  may share i n  any savings i n  f u t u re  Government 
costs o f  ownership o f  the work provided under the i n s t a n t  contract ,  caused 
as a r e s u l t  o f  a proposal t o  change con t rac t  requirements. Note t h a t  
there need not  be a savings i n  the i n s t a n t  cont rac t  f o r  the cont rac tor  t o  
q u a l i f y  f o r  c o l l a t e r a l  sharing. However, there must be a 1 i f e  cyc le  
savings f o r  him t o  so qual i f y .  

c. Royalty sharing. Only contracts f o r  equipment o r  suppl ies pro- 
vide f o r  r o y a l t y  sharing. When a cont rac tor  submits a Value Change 
Proposal (vCP) under one o f  these contracts t h a t  causes a u n i t  o r i c e  
reduct ion on the i tern being purchased, the contractor  may rece ive a 
r o y a l t y  share o f  savings on every f u t u re  i tem ordered by GSA w i t h i n  a 
stated per iod o f  time. Future orders need not  be w i t h  the same cont rac tor  
i n  order f o r  him t o  qual i fy. 

10. Risk. The V I C  encourages entrepreneurship by paying cont rac tors  
equ i t ab l y  f o r  the f i n a n c i a l  r i s k s  they undertake t o  develop VCP's. While 
the clause seeks t o  encourage contractors t o  engage i n  VM, they are no t  
required t o  do so. E n t i r e l y  permissive i n  nature, the clause al lows a 
contractor  t o  ignore t h i s  p rov is ion  and s t i l l  perform under h i s  contract .  
If a cont rac tor  does pa r t i c i pa te ,  he r i s k s  the investment o f  h i s  resources 
i n  preparing and submi t t i n g  VCP' s. He i s  required t o  do t h i s  wh i le  main- 
t a i n i ng  the cont rac t  schedule o r  face the r i s k  o f  paying l i qu i da ted  
damages f o r  delays incur red as a r e s u l t  o f  h i s  pa r t i c ipa t ion .  The Govern- 
ment i n  turn,  i s  r i s k i n g  i t s  investment i n  administer ing and managing the 
program and i n processi ng and eval ua t i ng proposal s submi t t e d  . 
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11. Sharin . The f i x e d  shar ing percentages shown i n  the V I C  are  estab- h-9 1 ishe  t o  equi tably d l  s t r l  bute the degree o f  r l s k  between cont rac tor  and 
Government, whi 1 e p rov l d l  ng s u f f l c l e n t  f ncent ive t o  mot lvate contractor  
submi t t a l  and Government acceptance o f  VCP' s . S l  nce cont rac tor  work 1 s 
o f  ten  subcontracted, the V I C  provides t h a t  
s l i g h t l y  reduced share i n  order t o  broaden 
By doing th i s ,  the V I C  provldes mot lva t lon 
c i p a t i o n  whi 1 e prov id ing.  prime cont rac tors  
subcontractor pa r t i c i ' pa t ion  and t o  forward 
Government. 

the Government rece ive a 
the base o f  pa r t i c i pa t i on .  
f o r  subcontractor p a r t i  - 
w i  t h  i ncentives t o  encourage 
such proposals t o  the 

12. Performance o f  VM. Contractors who u t i l i z e  the methodology o f  VM 
. and ac tua l l y  perform VM ana lys is  w i l l  be most successful i n  minimizing 

the r i s k  o f  t h e i r  pa r t i c i pa t i on .  App l ica t ion o f  VM techniques should 
be encouraged by the Government; however, i t  i s  essent ia l  t o  understand 
t h a t  the V I C  does no t  r equ i r e  the cont rac tor  t o  do VM per se o r  t o  apply 
i t s  method01 ogy i n order t o  have an acceptabl e VCP. Where o r  how a 
cont rac tor  a r r i ves  a t  an idea does no t  matter. What does matter, i n  
order f o r  the cont rac tor  t o  have a v a l i d  VCP I s  t h a h  

a. The cont rac tor  develop and p resen t  'it a t  h i  s own expense ; 

b. The proposal i s  s p e c i f i c  i n  nature request ing a s p e c i f i c  
change and o f f e r i n g  a s p e c i f i c  p r i c e  adjustment; and, 

c. The proposal i d e n t i f i e s  i t s e l f  as being submitted pursuant t o  
the V I C  o f  a spec i f i c  cont rac t .  

13. Proposal evaluation. Even though the V I C  does no t  requ i re  contrac- 
t o r s  t o  use VM methodology, the Government must evaluate VCPs against  
the standards o f  the VM program. The clause, i n t e n t  and object ives,  to -  
gether w i t h  proposal data requirements as s e t  f o r t h  by the V I C ,  are 
desi gned t o  guide con t rac to r  p a r t i c i p a t i o n  i n  the  proper d i rec t ion .  

14. Program benef i ts .  The V I C  provides Government employees w i t h  a 
t o o l  t o  u t i l i z e  i n  achieving ob jec t ives i n  t h e i r  area o f  i n t e r e s t  o ther  
than merely saving money.  his-paragraph reviews some o f  the bene f i t s  t o  
be gained by recognizing the  po ten t i a l  o f  the clause and u t i l i z i n g  i t  
e f fec t i ve ly  t o  serve a wide v a r i e t y  o f  ob jec t ives.  

a. Research. Some proposal s o f fe red  by contractors have involved 
new and u-material s o r  procedures t h a t  one might be r e l uc tan t  t o  t r y  
wi thout  more know1 edge. Managers have used these proposal s e f f e c t i v e l y  by 
approving them as research app l i ca t ions  where the r i s k  o r  consequence of 
f a i l u r e  was low. I d e n t i f y i n g  and moni tor ing these app l ica t ions can provide 
a good opportuni ty  t o  t ry  something new a t  minimal expense t o  the 
Government. 
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b. Change orders.  S u f f i c i e n t l y  motivated, cont rac tors  have s h i f t e d  
t h e i r  concentrat ion f rom searching f o r  ex t ras  t o  c o l l e c t  upon t o  searching 
f o r  VM c r e d i t  change orders t o  submft. When contractors f i n d  i t  more 
p r o f i t a b l e  t o  perform VM f o r  the  Government than submit claims, both 
par t ies  bene f i t  . 

c. Propr ie tary  mater i  a1 s . Frequently, Government cannot speci fy 
mater ia ls i t desires because they are propr ie tary .  When such mater ia ls  
are more economical they can be incorporated i n t o  the  con t rac t  through 
the change procedure o r  under the  V I C .  

d. ~erformance.  GSA and others have been p leasant ly  surpr ised 
t o  learn tha t  most VCPs o f f e r  at tendant benef i ts  t o  some element of 
performance. Fig.  1-14 por t rays  a summary o f  162 approved cont rac tor  
changes dur ing the years 1972-1974. Each change was ra ted  by the regional 
of f ice a t  the t ime o f  approval on the 14 fac to rs  shown. Out o f  a possib le 
2,268 ra t ings,  20.3 percent  showed p o s i t i v e  bene f i t  wh i le  2.4 percent 
showed negative b e n e f i t  which were no t  s u f f i c i e n t  t o  warrant  disapproval 
of the VCP. 

F igure 1-14. VCP performance ef fect iveness 
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e. Design def ic ienc ies .  The V I C  has a lso been used t o  solve cos t l y  
desi sn d e f i  c i e n d e s  . When con t rac t  plans are i n  e r r o r  o r  are  incomplete, 
t h i  s -o f ten resu l  t s  i n  c o s t l y  changes- t o  the contract .  Contractors have 
been known t o  submi t VCP's vo l un ta r i l y  t h a t  r e s u l t  i n  co r rec t ing  inherent  
design def ic ienc ies .  I n  some cases, a problem created by defec t ive  
design may su i t ab l y  be overcome o r  circumvented by a  VCP so lu t ion .  But, 
i n  o ther  s i tua t ions ,  i t  might  be very imprudent t o  reso lve the problem 
by and through the mechanism o f  the V I C  i n  the const ruc t ion contract ;  i t  
could r e s u l t  i n  the Government's inabi  1  i t y  t o  recover damages (see FPR 
1-16.901-253, clause 2 o f  SF 253) from the a r ch i t ec t  when there are 
damages n o t  e l iminated by the VCP so lu t ion.  

f. Reducing cost.  In an e f f o r t  t o  stay w i t h i n  budget 1  im i ta t ions  
and qai n  cont rac tor  coopera ti on, Contract i  ng O f f i  cers have requested the 
con t rac to r  i nves t i gate c e r t a i n  areas o f  the-cont rac t  requ i  rements and 
submit VCP's. Care should be taken t o  i d e n t i f y  on ly  the area of 
Government r e c e p t i v i t y  f o r  VCP submittal  wi thout  p rov id ing  a  s p e c i f i c  
a1 te rna te  so l  u t i o n  f o r  the cont rac tor 's  considerat ion. A f t e r  a1 1, the 
con t rac to r ' s  share i s  payment f o r  services rendered and p a r t  o f  h i s  
serv ice  i s  the expense o f  i nves t iga t ing  the subject  and a r r i v i n g  a t  h i s  
own a1 ternate  so l u t i on  i f  he cares t o  do so. 

15. Pro ram cost .  Since the V I C  does no t  requ i re  the cont rac tor  t o  
-7- perform VM, t e i nc l us i on  o f  the clause shoul d  not  i n  i t s e l f  increase 

costs t o  the Government. 

a. I n  accordance w i t h  the above, VM sha l l  no t  be allowed as a  
d i  r e c t  charge against  cost  type contracts o r  negot iated contracts 
conta in ing the  V I C .  

b. However, the cost  o f  VM i s  an a1 lowable i n d i  r e c t  charge t o  the 
ex ten t  t h a t  i t  i s  reasonable i n  the conduct o f  the con t rac to r ' s  business 
as a  whole and a1 locab le  t o  the p a r t i c u l a r  contract .  

c. Notwithstanding the requirements o f  a  and b, developmental 
costs o f  successful VCP's are deductible from over-a1 1  cost  savings i n  
accordance w i t h  V I C .  

16. Reserved. 
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PART 3. CONTRACTOR MOTIVATION 
< # 

17. Necessity f o r  rnoti va t i on .  Experience has shown t h a t  t he  i n c e n t i v e  
t o  share savings i s  n o t  i n  i t s e l f  s u f f i c i e n t  mo t i va t i on  t o  induce a c t i v e  
and r e p e t i  t i v e - c o n t r a c t o r  p a r t i c i p a t i o n .  Where cont rac tors  f a i l e d  t o  
p a r t i c i p a t e ,  t h e  reasons g iven most f requen t l y  f o r  l a c k  o f  mo t i va t i on  
were: 

a. P rog ramob jec t i ves  were n o t  f u l l y  s u p p o r t e d a t  a l l  l e v e l s  o f  
the  procdr ing a c t i v i t y  . 

b. ~ e v i e w  t ime was o f t e n  i n o r d i n a t e l y  l ong  o r  cont rac tors  d i d  n o t  
rece ive  rep1 i e s  t o  t h e i  r proposal s  . 

c .  Reasons f o r  d isapproval  o f  VCP's were o f t e n  d ip lomat ic  and 
bureaucrat ic  r a t h e r  than v a l  i d  t echn ica l  r a t a l o n a l e  f o r  unacceptabi 1  i ty 

d .  And l a s t l y ,  con t rac to rs  found t h a t  t he  Government would n o t  
accept t h e  same degree o f  r i s k  i n  approving a  VCP t h a t  they would take  
i n  approving any o t h e r  change o rde r  f o r  e x t r a  work o r  c o r r e c t i o n  of a  
de f ic iency  . 
18. Responsibil i ty.  I t  ' i s  t he  respons ib i l  i t y  o f  each Regional 
Commissioner t o  mo t i va te  con t rac to rs  t o  p a r t i c i p a t e  by submi t t ing  VCP's. 

19. Emphasis. The emphasis on mo t i va t i on  i s  keyed t o  p a r t i c i p a t i o n .  
A la rge  volume o f  proposals i s  des i red  and r e p e t i t i v e  submi t ta l  by t h e  
same cont rac tor  i s  desi red.  Q u a n t i t y  i s  des i red  a t  t h e  s a c r i f i c e  of 
some proposal q u a l i t y ,  i f  necessary, t o  i n i  t i a t e - , p a r t i c i p a t i o n .  
Ul t imate ly ,  proposal qua1 i ty  must increase and be s t ressed because 
t h i s  w i l l  impact on t h e  appooval ra te .  The o b j e c t i v e  o f  t h i s  emphasis 
i s  t o  enc6orage con t rac to rs  t o  f r e e l y  o f f e r  t o  reduce t h e i r  con t rac t  
p r i ce .  Any a c t i o n  o r  a t t i t u d e  t h a t  r e s u l t s  i n  stemning the  f l ow  of 
VCP's i s  counter p roduct ive ;  i t  reduces the  oppor tun i t y  f o r  PBS t o  
capture the  w i n d f a l l  savings, t h e  t r u l y  o t i g i n a l  and c r e a t i v e  idea 
t h a t  occurs o n l y  once i n  a  thousand submi t t a l s .  

20. Mot iva t iona l  techniques. No s i n g l e  idea o r  procedure s e t  f o r t h  i n  
t h i s  handbook w i  11 be s u f f i c i e n t  t o  s t i m u l a t e  an e f f e c t i v e  con t rac to r  
program. Accomplished i n  t o t a l ,  however, they  can have q u i t e  an impact 
toward achiev ing success. The a d m i n i s t r a t i v e  procedures s e t  f o r t h  i n  
ch. 3 were formulated toward t h e  s o l e  o b j e c t i v e  o f  n o t  impa i r i ng  
cont rac tor  m o t i v a t i o n  t o  p a r t i c i p a t e .  From t h e  p e n i s s i b i  1 i t y  of 
cont rac tor  payment t o  even u t i l i z i n g  l e t t e r s  o f  r e j e c t i o n  as a motiva- 
t i o n a l  t o o l ,  a1 1  c o n t r i b u t e  t o  t h i s  ob jec t i ve .  
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21. Contractor  t r a i n i nq .  While t r a l n i n g  o f  contractors i s  n o t  the 
r e s p o n s i b i l i t y  o f  the Government, i t  i s  t o  Government advantage t o  ensure 
t h a t  cont rac tors  p r o f i  t from program pa r t i c i pa t i on .  

a. Ind ica to rs  o f  need f o r  contractor  t r a i n i n g  are: 

(1 ) High disapproval rates; 

(2) Fa i l u re  t o  pa r t i c ipa te ;  

(3)  Many marginal q u a l i t y  ideas; 

(4)  Incomplete proposals; and 

(5) Fai 1 ure t o  repeat p a r t i  c i  pa ti on. 

b. T ra in ing  opportuni t i e s  f o r  contractors t h a t  have proven val  uabl e 
i n  promoting b e t t e r  p a r t i d p a t i o n  are: 

(1  ) Permi tti ng contractors, under con t rac t  \ti t h  the Government, 
t o  a t tend courses he ld  f o r  Government employees f o r  contractual  VM 
t r a i n i ng .  

(2) Supporting industry-sponsored t r a i n i  ng e f f o r t s  ; 

(3 )  Government hos t ing  o f  1-day seminars developed t o  promote 
cont rac tor  pa r t i c i pa t i on ;  and 

( 4 )  Tra in ing conferences f o r  i nd i v i dua l  contractors,  under 
con t rac t  w i t h  the Government, when necessary t o  improve p a r t i c i p a t i o n  
o r  gain a new pa r t i c i pan t .  
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CHAPTER 2. CLAUSES 

PART 1. GENERAL PROVISIONS 

1  . , Scope. This chapter  p r o v i  des the  requirements f o r  appl i cabi  1  i ty and 
i nco rpo ra t i on  o f  t he  appropr ia te  V I C  i n  each o f  t he  var ious types of con- 
t r a c t s  l e t  by o r  f o r  PBS. 

2. New procurements. The app l i cab le  V I C  s h a l l  be inc luded i n  a1 1  
so l  i c i  t a t i o n s  as h e r e i n a f t e r  speci f i e d .  

3 .  E x i s t i n g  cont rac ts .  E x i s t i n g  cont rac ts  o f  any d o l l a r  va lue may be 
modi f ied,  by b i l a t e r a l  agreement, t o  incorpora te  the  p rov i s ions  o f  t he  
app l i cab le  V I C .  This  a c t i o n  i s  encouraged i f  i t  can be reasonably 
expected t o  mti va te  con t rac to r  p a r t i c i p a t i o n  and no change i s  made i n  
c o n t r a c t  p r i ce ,  completion, o r  d e l i  very time. Contractor  requests f o r  
i n c l u s i o n  o f  the  V I C  s h a l l  n o t  be re fused unless coupled w i t h  a  demand 
fo r  an increase i n  c o n t r a c t  p r i c e ,  an extension o f  performance tlme, 
o r  o t h e r  s i m i l a r  cond i t i on .  

4.  Use i n  smal le r  procurements. The appropr iate V I C  may be incorpora ted  
i n t o  s o l i c i t a t i o n s  o f  smal le r  s i z e  procurements a t  t h e  o p t i o n  o f  t h e  
Cont rac t ing  O f f i c e r .  

5. Use i n  spec ia l  cont rac ts .  The appropr ia te  V I C  normal ly  should be 
incorpora ted  I n t o  a1 1  spec ia l  con t rac ts  such as f o r  turnkey, performance 
spec i f i ca t i on ,  o r  b u i l d i n g  systems cont rac ts .  Contact t he  D i rec to r ,  Value 
Management D i v i s i o n  (PCV) f o r  spec ia l  guidance, o r  waiver,  i f  necessary. 

6 t h r u  8. Reserved. 

1 and 2 
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9. Clause. GSA Form 2653, Value Incent ive  Clause (Construction contract ) .  
I l l u s t r a t e d  i n  f i g .  2-9, i s  prescribed f o r  use i n  a l l  s o l i c i t a t i o n s  est . i -  
mated t o  r e s u l t  i n  contracts i n  excess o f  $10,000 f o r  procurement o f  
cons t ruc t lon ,  renovat ion,  and repai  r and a1 t e r a t i o n  work. 

10 th ru  12.  . .Reserved. 

3 and 4 



VALUE INCENTIVE CLAUSE 

(CONSTRUCTION CONTRACT) 

1. ORJFI TlI:t;3 -Thw r l a u < v  applir?; to any r t v l  r r d u c t i u l  
p r o p d  (hrrcinyl' lrr r r f r r red  III w a V d u c  ( h a w r  P r o p o d  o r  
VCP) i lut iat rd and drvt4~rpc.d bv t h r  Cotitractor for  th r  purpm* 
o r  rhdnmnm a111 r r q u t r ~ w ~ r n l  (11 lhtz contract. This r l a u w  does 

r ~ o t .  It~+s.t.\tr. JII~I\ t , ~  an) nurh ~ ~ r o p o s a l  d r s ~  i t  i. i d rn t i f i r d  

bv t l r  (:ontractor. at  the tilnr o f  ita s u h n i s i o n  to  the Governnwnt. 
i* a propod suh t l~ i t t rd  pu~?:umt to t h k  clauw. 

I. l \ CP'\ rocc t rmp la t~d  .In. tho* that wcmld m u l t  m net 
w v i n r  to the G o v r r n m n t  by pwvlding el thrr :  ( I  ) a d e r r e w  in the 
cost o f  prrformancr of thih contract. or; (2) a r r d u r t i o n  in the rost  
o f  ownr&p (h r r r l na f t r r  r r f r r r r d  to  a.\ collaternl c x ~ ~ h )  o f  the work 

provldrd by t h  c o n ~ ~ a c t .  mpardk?~ o f  aqu i l i i t i on  mts. VCP'B 
muhl r r d t  in ~ v i n g s  wi thout  ~mpainllp; any required func t iom and 
c h a r a r l r m b u  surh la serv la  Life. reliabil ity. economy o f  operation. 

rw  of  w n t c n a n r r .  standardwzd features. esthetics l i r e  protection 
fea tu rn  and 4 r t v  f ra tu rw  presently required by this contract. 
I lowrvrr .  r v h ~  hcrr in prrr ludcs the submit ta l  o f  V C P b  whew t h r  

Contrwtor c o n s l d c ~  that t h r  requurd functions and rha ra r t cnn t ia  
w u l d  Lr. ' ombinrd. redur rd  o r  r l im ina i rd  r, beinp! n o n e s e n t i d  o r  
r \ c r w r t .  11, 111,. .~li. l 'arton iullc.t~ca~ W W I ~  bv th r  uorh invnlvrd. 

1 2 % V(:P 1dcnhc.11 t o  ou r  w b r n ~ t t r d  undcr any other ron t ra r t  
wi th thr t l on tnc to r  or u l d h e r  t ' on tmr to r  ma t  rLw be ruhmi t t rd  
under t b  rontrart. 

1.3 A p r o p a l  t o  d r c r e r v  the i oh t  o f  pr for inuq( the contract 
wkh or  p n c l l d y  bv .uhtr tuhnp another \ubrontrar tor  fo r  o n r  
lrstrd ilr thr ( emtractor in hls b ~ d  w riot J \ICY. I n  constdrnng d 

1 (.I' n h u  h a- UI m u d r n t  thereof nwM rn tad  w b s h t u b o n  for  r 
l lq l rd *ubrontrdl tor. rrxwntamlnp. lhr objccbvr o f  the ,hbrontnctor  
k h n p  w l l  k takrn I n t o  amount d o n g  r n t h  f r r tonr n t e d  m 
p u ~ u d p h  I I & V C  

3 S l  'B( OlTR4(  TOK I V (  1 lh1ON -The (.ontractor yhrU m c h d r  

the prorruom o f  tfUh II~UICC with a p r o w l o n  fo r  sharing rrrange- 
mrnts that m r t  o r  r x (  r t  d thc nurumurn p e r r r n t g e  rontmncd 
hrrr UI III 1 f lrcl tler . u b o r ~ t r a r t s  m ear- d f25.000. and m any 
n th r r  u b r o n t r a r t  whlrh, t n  (he j u d g m n t  o f  the Cuntractot. a o f  
w r h  naturr n to o f f r r  rrasonab& hkel lhood o f  value c h r n w  

ycopowk i t  t t r  opt ton o f  t h r  f vx t  her .%bronbactor. thm &use 
mas L* ~ n r l l i d r d  tn l o n r r  twr w h n t r a c t .  The Contractor *hall 

r n c o u r ~ a  - u h t ~ - \ ~ o n  o f  \ ('I1\ f rom %beontractom. howrver 11 IS 
not mandaton that thc Contractor arrcpt  and/or t ransmt t o  the 
( .ov r rnmnt  k f ' h  p r o p - 4  bv hr\ .%brontrrctom 

{ ? t p u r l r  d c t ~ l r d  cost r r t rmdtrz for  bo th  the r u s t i n g  
contrdt t r r c lummrn t  and the p r o p s r d  change and an r,hmatr o f  
the rhan:~ 111 w n t r r r t  pr lcr  u~c ludmp con•÷drrat lon o f  the F O A  o f  
d c v ~ l r p t n ~ t  dlld ~mp l rnwn ld t ion  ot tlw CI'P dnd the - h u n g  
n p r n p n w n t  w t  to r th  In  (ills . I ~ U U  

3. . l  i n  rstimatc o f  the effect\ the VCP would have o n  t d a t r r a l  
~ w s b  to thr  t;ovrntment. trtt.ludu~c an r s t m a l c  o f  the s h a m  h a t  

thr  Conbartor  rrquests be pad by the kn 'en imrn t  upon  a p p o v d  

of the VCP: 

3.4 k c h i t e c t u n L  rngmwrinp, o r  other andysla m w f f i c v n t  

d c b i l  to tdrnt i fy  and dewribr  r a r h  rcquircment o f  the contract 
whirh must h rhvy l cd  i f  the VCP 6 arcepted. w i ih  r e r o m r e ~ d a -  
bon  JS t o  how t o  a r romv lkh  rach such chanpt. and its r f f ec t  on 
unrhsrgzrd work: 

3.5 A atatrmrst  o f  the timr by  whrch approval o f  thc VCP 
muqt be insued b y  th r  i;overnmcnt t o  obtain the maximum r m t  
reduchon during the remandcr of  tha contract. no tmg m y  effect 
on the contract r a m p k t m  t ~ m e  o r  dclrrery bchedule; and. 

3.6 Identification o f  my peviaus submission o f  the VCP 
including the dates submi t ted  the agmcrs involved. the numbem of 
the Government contracts moivcd. and the prrvious actions by the 
Governmrnt. ~f known. 

4. tBHOCI:?;SING' PROCLD(~RM-Si copies o f  rach VCP &all be 
submitted t o  thr Cmtrartin(: Officrr. o r  his duly a u t h o r i d  
reprewntative. VCPs w i l l  be p~ocesscd expeditiously; however. the 
( ;ov r rnmnt  wt l l  no t  be luk for m y  &lay in a c t i w  upat a VCP 
w b n ~ ~ t t c d  p l m a n t  l o  th i r  clause. Thc Contractor m y  withdraw. in 
w h o k  or i n  part, a VCP n o t  u r c p t t d  bv the Government wi th in thr 
prr iod spcrified i n  thc VCI. The C.overnlnent s h d  no t  bc liable for 

VCP devtlopment mi in thr usc where r VCP k r c ~ ~ c t r d  or 
withdrawn. The derision of  t h r  Contracting Of f l r r r  s to t k  
accrptanrr o f  J VCP under ihh r o n t r r r t  shall hr find and s h d  no t  

ht wbjec.t t o  the ' L D i s ~ t c s ' '  dam oi t h n  contract. 

$ . I  'The Contracting Ofiiocr m y  modify a VCP, w i th  the 
rvnrurrence o f  the C o n b r t o r ,  t o  make i t  acccptablc. and the 
t : on t rw ta ' s  fair shwr wiU bc based oci thc VCP a muf i f i rd .  

4.2 Pending wnt tcn  r c r p t m c  o f  r V(:P m w h d e  o r  m w. 
the ( h n t n c t o r  &l r c m v n  o+ted to  perform 111 accordancr with 
tk term. o f  the r x u t h g  cantract. 

4.3 An  approved VCP &a# br f~na l i z rd  through an e q u ~ h b k  

adjustment in the contract prn~ and time o f  performance by Uu 
r x rcu t ion  ~ r f  a r ~ m t r a c t  modification p r n u r n t  to  thv p m v b l u m  , t i  

thi. clauw bearing a notation u* stating. 

1.4 \\ hcn th*, IH.~.~.-I) I I I  p r c ~ c t ~ d  w t h  a \ (3' ( In  who& 
In p a r 0  d m  not a h ~ w  s u f f ~ i r n t  timr i w  r A *  w t ~ o l ~  ol a r o n t r x t  
modificabrm. the (;wrmmcnt nu1 iwr a l r t t r r  a r r rp t i ng  th r  

(In wholc o r  In  part). authorizmg thr  ( h t r a c t o r  to p r c x w d  
w ~ t h  thr  w o k .  as rhaneed. on  th r  bag. 1,1 contract pr i rc adju.t- 
ment to tr dr l rwnrnrd r t  the, ru l l cs t  practicabl~. datr  11ut rurt t o  br 
1% than t h ~  t l r c r c a ~ .  nur morr  than the m r r r a v .  a. thr  r A u  ma\ 

k. than thv d r r r r a w  o r  tncrrazu r t  forth i n  thr l (:I1 ?ubntittrd 
r n d  acrrptrd. 

5. COWPIP1 '7.4 TIOVS I'OH CIIA W E  I Y  CO.VTHAC 7 COST O f '  
P!.'HFOkH.fSCE-.+prate s h m a t r s  ahaU br p r r p n r ~ d  for  troth the 
e'irbng (instant) ron t ra r t  r rquir rment and the p r o p o e d  changr. 

Each cr t in iatr  shall r w s a t  of an i t r r n r ~ r d  breakdown o f  a l l  r w $  nf 
ttw Contractor and dl Subcontrrr ton'  work i n  .suffic~rnt detad t o  
*how u m t  quantities and rosb o f  labor. r m t r r i d .  and e q u t p t u n i  

GENERAL SERVICES ADMINISTRATION 
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5.1 Contractor drvelopmrnt  and i m p k m e n t a t ~ o n  eo~b f o r  thc 
i 8  shd br included In the rmtimate for  thc propeed ehmg. 
I l o w v r r .  h h e s c  p a t s  w a l  not b anowabk d t h r v  yr othenvur 
m m h n r b k  aa a ditrrt rh.rge under th i r  conbact. 

5.2 Government ecata o f  processing o r  implementation of a 
VCP s h d  not h i nduded  i n  the estimate. 

5.3 If the diffrrem in the e r t i n ~ t m  indicate a net reduction in 
contract prim. n o  d o w a n c e  w i l l  be made for o v c m u d  p ro f i t  and 
bond. T h r  rcnultant ~ r t  d u c t i o n  i n  conhmct'ront cef p r f o r w u n r r  
rhrU & a m l  as pmv id rd  hmin?ft;r. 

1 4  If the diffrrence in t& estimates indicate a net i n c n u  i n  
c o n t n c t  price. t h r  price s h d  br ad ju l t rd  pursuant to  an rqui tablr  
adjustmmt that rill include Contractor's ov r rb rad  and p m f i t  on 
hi- addi t iond work nr t h r  additional wad, o f  on r  o f  h ~ l i  .ahcon- 
!ractors. 

6. COMPUTATI0.YS F O R  COLLATEUA L COSTS-Separate wb- 
mates 1.11 be prepued  fo r  c o l l a t e d  aab o f  b o t h  the c* 
contract m i r e m e n t  and the p p o w d  c h m g .  Each estimate shall 
mm&t of m itemizd h k d o w n  o f  dl costs and the banis f o r  the 
&ta used in the estimate. Coet b e n f i b  t o  the  Govcmmcnt indude. 
but arc mt l im i ted  to:  r c d u o d  costs o f  operation. nu in tehu lc r  o r  
repair, extended w f u l  m v i a  life, inmxes in u u b k  f loor rpm, 
a d  reduction in the r s q u i r r m n b  f o r  G a r e r n m n t  f u r n i h e d  
poperty. l n c r c v e d  eoh te ra l  eortr include the converse o f  such 
f a a o r a  Computat ion ahdl  be ra follows: 

6.1 Ccata dun be er lculr tcd o v a  a 20-year period o n  a uniform 
hds f o r  u c h  estimate and dull include Government o f  
proceasing o r  i m p k m n t i w  the VCY. 

6.2 I f  the difference in the ertimaten u approved by the 
G m e m m n t  i n d i u t e  a avi- the Conb-actor h.ll divide the 
d t u r t  amount by 20 to us ivc  a t  Me average mud net c o h t e n l  
minp. T h r  d t a n t  w i n g s  sh31 br shared ;u pruvidrd herein- 
after. 

6.3 In the event that rgmmnt cannot be reached on the 
ummt of estimated cdl.tcnl wets, the Conbact ing Officer shall 
dekrmine the amount. Hm decision ia find and  ia not u b c t  t o  tk 
pmisiona d the "[)kputeaW d a w  o f  dris contract. 

7. SHARINC ARRANCEMENTS- I f  a VCP L a e p t t d  by thr  
Government. the Contractor B mtitkd t o  share in b t m t  contract 
m v i ~  and coUatenl saving n o t  r Jtcmativc~~. b u t  rathex t o  thr 
f d  extent provided for in this &we. F o r  the purpms o f  s b  
d r  t h k  c h s c ,  the term "hatant  contract" wdi include anv 

dvapa to o r  other modMutiom d thir mntnct cxccuted 
atb.eguent (0 ~ c c p h n r e  of thc prtkukr VCP. by which the 
Government i n w r  the qwnbty of my item of work  a d& any 
i tem d d I t  v d l  a h  inch& my extendon d thc htmt 
mtnd thrmgh a a r r r i ~  o f  m op t ion  (if m y )  provided under thk 
contract r f t r r  accrp!anw of  thr VCP. Thc Contractor shall be 
rnt i t led to  a e o n m c l  mcJ1f ic l t ion fo r  i n r t m t  o r  c d l a t m l  u v i n ~ b  
h a w  cm c h a n m  crr nplbmF 'mi) at such t ime a8 a h a w  order ha* 
btvn m r d  o r  an opt ton ha. I n n  rxrrr isrd.  

7.1 When mh thc p-. IW C o n h c t c r  ia involved. he  &dl n a i v e  
50% and the b r m m n t  50% of the ne t  d u c t i o n  in the cant d 
~ f o n n a n c e  o f  thin contract 

7.2 When a f i r s t - t k r  Subcontractor is involved, he hJI receive 
a minimum d 30%. the prim Contractor a maximum of 30%. and 
the G o v r m m n t  a f i r d  4W o f  thr net reduct ion in the cost o f  
prfonnmcr of this contract. Other Subcontractors ahdl r t m i v c  a 
portion o f  hr t i n t 4 i r r  % b e o n h e t o r  s n i n s  i n  ~ e o r d l n c e  w i th  
t k  t r m  o f  th rw  contracts wi th the firnt-tirr Subcontractor. 

7.3 When eoUatenl saw- occur the Contractor &ll noeive 
20% of the tvcw one vrars net c o l l a t a d  wvings. 

8. ADJCPTMEVTS TO COhTRACT PRICE- 

8.1 The m t h o d  for p v m c n t  of i r r t m t  snvinp ahues ha be 
a m m p b h e d  by redueinff the contract price by an m o u n t  equal to 
the Government's rhue o f  thr mvings. 

8.2 Cda te ru l  m v i n p  & a m  and eostn of i ncnas rd  work shall 
be p i d  by lncrerinl: the contract price. 

'3. DA T 4 RESTHICTIO\ RICilTS -The contractor mav restrict 
thr Government'r npht to  II* mv sheet o f  a VCP o r  the s ~ p p o r t i n ~  
data, submitted p u ~ l ~ t t  t o  thin c l a w ,  in aceordame w i th  the 
t r m  o f  thr  fo l l ow~ng  k w n d  if i t  is tnaAed o n  e rch  ouch sheet: 

The data furnished purmunt t o  t h r  VJw lncrnt ive (Jauac o f  
contract No. &dl n o t  
tar d i s e l m d  outaidc the Govrmmrn t  for  any p u r p o v  o th r r  than 
t o  r vdua t r  a VCP wbmi t ted  under raid r l auk .  This r r r t r i c t i on  
d u n  no t  l imi t  t h r  ( h r r n m c n ~ ' ~  n h t  t o  uw in format ion 
othrrwisr  available. f rom the cnntrrctor  o r  f m  anothrr  wurce 
without Lmitationr. o r  i f  nlcasc of t h r  data 1% n-quirrd under the 
F m d o m  o f  In fo rmatwn  Act. 

I s  thr r v rn t  o f  accrptanor o f  a \. CP. t h r  ( ;ovrmmrnt shail haw t h r  
+I fully t o  u t i l i m  w h  p o w  o n  this and an? o ihc r  
Govrmmrnt contract. 
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PART 3.  SERVICE/TERM CONTRACTS 

13. Clause. GSA Form 3369, Value Incentive Clause (Service/Term 
Contract), i l lus t ra ted  in fig.  2-13, i s  prescribed for  use in a l l  
sol i c i  tations estimated to resul t  i n  contracts i n  excess o f  $50,000 
for:  

a. Term contracts for repair and al terat ion or maintenance 
work; 

b. Service contracts for  equipment and faci 1 i t y  maintenance and 
for  security or  protection service; and 

c.  Fixed price or incentive type contracts (ITC) for  jani tor ial  
services. 

14. Intent. This clause i s  specially designed t o  f a c i l i t a t e  cost 
savings ideas for  contracts structured t o  base work ordered, 
payments made on quoted unit prices,  quant i t ies  and i terns of work, 
and/or productivity or performance standards. I t  i s  our intent t o  
permit contractors to  propose changes tha t  provide for  a1 ternative ways 
to  perform required functions such as to:  

a.  Substi t u t e  hardware, systems, or  faci 1 i t y  improvements for  
manpower and labor or vice versa; 

b. Improve speci f ied procedures, mthods , or frequency to  
improve productivity ; and 

c.  Delete quantit ies of one type of work i n  order to  subst i tute  
another type of work. 

15 t h r u  17. Reserved. 
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VALUE I N C E N T I V E  CLAUSE 

(Service or Tam Contract) 

1.1 I ) r r i ~ l t o n a  to  J d i r ~ t a t i o n  ~ ~ ~ r ~ l c v t c - d  bv  ot'fi.ror\ m d  
~ r ~ ~ l ~ t r d  bc t lw (;o\c*rruncnt pr ior  t o  award  dl no t  qual i fv  for  
r J u r  ~n reu t i v~ .  Jiaring u r ~ d r r  thc tenns o f  thi. c~lauw. 

I.:! V(:Y's roatc~rnplr tcd arc h o w  that u o u l d  result III net 
wrings to  thr (;ovrrntnrnt by p rov~d ing  either: (I ) a  d r r r r a w  UI thc 
c m t  o f  p r d o r m m w  o f  t h k  rontrar t .  or: ( 2 )  a r r d u c t i o l ~  i n  thr cort 
o f  o w n r r h i p  (hrn-inaftcv r c f r r r rd  t o  a ro l laterr l  cost*) o f  thr work 
provided b! thk rontrar t .  rrgardlew* o f  a c q u ~ s i t i o ~ ~  costs. VCP'n 
must r r ~ d t  III ur ings  u i thou t  in~pair ing any n-qurrrd func t io i~ *  and 
c h a r ~ t  t r r i~ t i cs  w c h  as w r v i w  l i f r .  r r l i ab i l~ t )  . rc.orlonn o f  opcratron. 
1.a.w o f  m;lin~rrwncr. -tantlardimd f ra twr r .  rsthr t i ra.  f i rc  p r o t r c t ~ o n  
f r r tu r r *  a d  safety fcaturrs p m n n t l y  r rquired b y  this rontrar t .  
I lo \ \ rvrr .  no th~ng  h c m u ~  p r r r l ud rs  thr nubmit t r l  o f  VCP'b where thr 
Contractor r o ~ i d r r s  that the rrquircd functions and ctaractrnr;tica 
u ~ u l d  I r .  r r ~ r n l ~ i t ~ r d .  r vdu r rd  clr 14in1inatc.d a> k i n e  ~IIII-I..~I~IIJ~ <tr 
r x c v w v r  to t h ~ -  .ati.dactor\ ~IIIIC~IIIII -er\c.~I b\ the, \ $ ~ w h  III\,I~IY~. 

1.3 A VCP identical t o  one rubmit tcd u n d r r  ally other runtract  
wi th th r  Contractor or another Contractor may a1.w be s u b n ~ i t t r d  
ttndcr this contract. 

2. Sl  .R(:O \ 1 ' H .  ICTOR IVCL(ISI0.V-The Contractor &dl include 
the provisions o f  this clause. w i th  a provision for  .sharing arrange- 
rnrnts that n m t  o r  r i c c e d  the m in imum prrcrntage contained 
hcrrin. m dl .subcontracts I n  e w e s  o f  $25,000. and in m y  other 
o~bcontract  which. i n  the judgment o f  the Contractor. rs of such 
naturr aa t o  offer rranonablc likelihood o f  value change p r o p o d .  
.At the opt ion o f  rach Subcontractor. thir clausr may be inr ludcd i n  
lower t i r r  sulrontracts. The Contrar tor  ahdl encourage s~~bmiac ion  of VCY's f rom Subcontractors: howe>rr. i t  is n o t  mandatory that 
V<:Y's bc submitted nor is i t  mandatory that the Contractor  accept 
rnd lo r  transmit to  the Government VCY'a proposed by  his 
S~bconlractor .  

3. 1):tT.I H E ~ ~ : I K L . I f E h T S - A s  a minimum: the-fo l lowurg infor-  
rnation h a l l  bc submitted by the Contrar tor  w i th  each VCP: 

3.1 A dewript ion o f  thr d i f f c rmre  bctween thr r x k t i n g  
c o n h c t  r rqu i r cmmt  and the propoeed change. and thr comparative 
A r n t r p r r  m d  diudvmtagcs o f  each; inc luding juxt i f i rat ion A c r e  
f~a ic t i on  o r  rharartrristir o f  the w a h  IS being rcdur rd :  

3.2 Srparak dr ta i l rd cost r r t imatcs fo r  b o t h  thr exlat~ng 
cwntrart r rqu~rcn in r t  and the proposed change. and m r r t ima te  of 
Uir  rhangc In vontrr r t  pr i re including conr idrrat ion o f  the r w t r  o f  
Jcvr lupmmt md implementation o f  thr VCY dnd the ha ru rg  
uranarnwnt s t  for th i n  this r l a~ lsc  . 

3.3 \n rstunate of the r f f r r t r  thr  VCP wou ld  have o n  col laterd 
lasts to  thr  (;ovrntmcnt. inr ludinp an rs t ima t r  o f  the shariny that 
thc Contra1 tor  W~III.~LI be p a d  b) thr (;ovrrnmrnt  upon  approkd 
o f  lhe \ (;P: 

.{. $ 1'1.rhr1tnl. c n y l n w r l l r  ur d ~ e r  rnalvhe m d f ~ r v n t  d c t d  
to ~d rn t r f !  a r d  d e . w r h  r a h  n q u ~ r r m r n t  of the contrar t  which 
inu>t be c.hangcd i f  the VCP is arwptrd.  wth recommendation as t o  
how to . w c u m p l i ~  r r c h  .uch & ~ r  md i ts  r f f r r t  o n  unchanged 
uo rk :  

1 PKO(.t'SSlIC' l11{O('FD1 H f 3  - > i \  cepirs o f  raeh VCY &dl bc 
WILIIII~IC~ to  thr  I 'ontrat t l rw O f i m r .  o r  h is duly authorized 
rcprcwntatnr  \ I:P'r n 111 br pnw.rsnl r q r d i t i o u * l )  : however. the 
(;m~.rnrnent u d l  riot I K  Ilaldc for U I ~  d r h y  m acting upon a VCP 
zobrrc~ttrd yltr.ur;lnt t o  L ~ L -  c1~u.r. The Contractor may withdraw. m 
w h o k  o r  i n  part. a V C P  not accrptrd b) the Govrrnment w i t h m  the 
perrod z p r ~ i f i r d  u l  thr YCI'. Thc G o r c r n m n t  hall not  bc Wk for 
\ (3' de\r ioprnrnt  cost tit the caw b h c r r  a VCY IS r r j r c ted  
wi thdrrun.  'The d r c ~ w m  oi the t :ou l ra r t rq  O f f i re r  as t o  the 
acrrptanrr  o f  a VCP undcr Lhrc contrrct shall br f inal and hd n o t  
bc r t r b ~ r r t  t o  the "l)isputrs" clauw o f  thb rontract. 

4.1 Thc C o n t r a r t q  Offwer ma\ modif, J VCP. w11h the 
conrtrrrcner o f  the ('ontractor. t o  mhr 11 accrptahlr and. the 
Contr~c. tor ' -  - 0 ~ r r  u dl bc, h w d  o n  the \CP as m o d ~ f w d .  

4.2 Pending am-t.pta~~cr o f  a \'CY m whoh. or i n  +. the 
Contractor shall r rn latn o b l q r t r d  to  pafum, m accordanre rlth the 
terms o f  thr exist~ng coolrar l .  

1.3 411 rppr~,vr.d \ (:f' -hall brrcmr r i f r r t i v r  t h r d  u r i t l r n  
1111ti1.r ancbnr i w t a n r r  d an y u i l a b l r  ad jw tmrn t  i n  thr contract 
prier and t imr  o f  p , r l c m m m r  b\ thv r \ r r u t i r m  o f  a rontract  
m n d i f i ~ . ~ l u m  pur.uarrt 10 thr  prcmrimc this r l a u v  h a r i n g  a 
rwlal lc~n 40 .latinu. 

5. COtlPI T. lTlO\S FOH CII 1 \Ct. I.\ COST PERFOR.WA W E -  
Scpanle r h n a t e *  Ad1 bc p r ~ p a d  for h,th the r \ is lmp contract 
r r q u w m r n t  ad thr  p r o m  ~hangc.  Each rstirnatr &dl r o w k t  o f  
an ~ t r m u r d  b r rahdoun  o i  aU rub d thr Contractor and dl 
%brontrartor*' work 111 .uificirnt dr tad t o  show un i t  quant i t i rs  and 
curt% o f  labor. rnat~mal. ~ n d  ~ q u ~ p r n r n t .  
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5.1 c h t r ~ c t c ~ r  d rw lopn lcv~ l  and unpkuwntat ion wata l o r  the 
V(:Y d l d l  br I IWIII~~ ui  thr  wt imatc for  thr  p ropvwd chaltgr. 
I l owrv r r .  thew ~ . o r t r  *dl not br al lowabk tf thr)  arr o t h r r w k  

reunhurublr  r* a d ~ r r r t  &arm. undcr thi. contrart. 

5.2 (;ovrr~utrc.nt cash o f  p r o c r w n g  o r  impkmentr t ron o f  a 
V(3' 419 no t  br cnrludrd m thr cstimatr. 

5.3 If thtd diffvrcr~c I. I n  the w t m a t r n  indicates a net reductiotr 
in c o ~ ~ t r a d  p r w .  n o  J lorvanrr  wi l l  br madr fo r  ovehrad.  profit. 
and bowl. Hrncfits an-nnng f rom rrduct ion mn intr r rst  and o th r r  
f i a n c e  charyrs (I( any) msu l t~ng  f rom a VCP &dl be allowrd for  i n  
1111. I.-IIIII.II~ r h  rt .ultanl IN 1 r c h ~  11on In w n t r a r t  rn*t  01 
~ . ~ I I ~ ~ I I I J I ~ I  0 ,  - h ~ l l  III .harvd a. prov1111d htw111af11.r 

5.4 I f  the differcncr in the rstimatcs indicate a net  ulerrurc in 
contract price, the pr icr  h a l l  he adjusted p u r m m t  t o  M q u i t a b k  
u l j u s t m m t  that  will includr Contractors o v r h e d  d prof i t  o n  h k  
additional work o r  thr additional work o f  one o f  hb subeontracton. 

6. COMPUTATIORS FOR COLLATKR 41. COSTS--Separate rs l i -  
mates shd bc prrparcd fo r  cda te ra l  costs o f  bo th  thr exint iw 
requirement and the proposed change. Each entimatr hall consist d 
an itemized breakdown o f  d costs a ~ d  the baais for  the data d in 
the estimatr. C w t  b r n c f i b  to  the Govrmmrn t  include. b u t  arc n d  
l imi ted to.  redured costs o f  operat~on. maintenance or repair. 
r rduct ion t o  f11turc x n i c e  requirements, d reduction in the 
r r q u i w ~ n r n t ~  for  (;overnment furnished property. I n c r e a d  eollat- 
e r d  costs inc ludr the u ~ v e r s c  o f  such factors. Computation shall be 
as f0Uowa. 

b.1 Costs &all be calculated over a 10-year penod on a u ~ f o r m  
hrib foc each estimate and shd include Govcrnment costs of 
procewng o r  implrmcnt ing the VCP. 

6.2 I f  the diffcrrncc in thc tstimatn, n approved b y  the 
Government indicate a srvings. the Contractor l d  divide the 
resultant amount by 10 to  arrive at the average atmud net m l la te rd  
savinp. The resultant savings shdl be shared as stipulated herein. 
after. 

6.3 I n  the rvcn t  that agreement cannot be ruched o n  thc 
amount o f  the cszimated collateral costs the Contracting Officer 
A d  determine the amount. In either use. the Contracting Officer's 
decision w i l l  bc f i n d  and no t  subjret t o  the provrsiorw o f  the 
"Dispute." clause o f  lhrs contract. 

7. SHARING ARRANGEMENTS- I f  the VCP is accepted b y  thc 
Government, thc Contractor u c n t i t k d  t o  aharc in instant contract 
savings and collateral slvu-qp no t  as alternatives. bu t  rather t o  the f d  
extent provlded for  i n  this clause. For the pu rpoks  of ahuing under 
this clause, the term "inatant contract" w i l l  include m y  dunges to 
o r  other mod i f i cahom o f  this contract, executed Bubsequcnt t o  
acceptance o f  Lhc p u t v u l u  VCP. b y  w h c h  thc Government 
increases thc quantity o f  any i tem o f  work o r  adds m y  i tem of 
work. I t  w i l l  alro lnrludc any rxtenslon o f  thc instant contract 
t h r o u ~ h  rx r r r l s r  o f  an o p t i o ~ i  ( i f  an\ ) p r o v i d d  undrr  t h ~ s  contract 
r f t r r  rcccptanrr  IIS tht. \ (3'. Thr  Gmtractor  shall br r n t i t l r d  to  a 
c~mt rac t  m c d i f i r a t ~ o n  for instant o r  r d l a t r r a l  s a v i n ~  Aarrr; cm 
rhanw*  IK CI~~IOII> onlb at u w h  t ln i r  ar a rh rny r  o rd r r  ha* b c n  
r s u r d  or an ~I~~IIIII ha.. t w w  I . \ I ~ I w ~ .  

7.1 Rh4.n 11ei1\ t h ~  pnmv (:ontrdrtor is i n v o l ~ r d .  he h a l l  r r r~. ivr  
i O %  and the, ( ; t~vrrnn~e.r~t  50% o f  the net r ~ , d u r t ~ o n  i n  the. ca*t o f  
p r r f~mndncc  o f  t h ~ .  c m l r r r t .  

7.3 When ruUatrral uvmgs  ocrur. the Contrac(or hd rrccivc 
;e09f o f  thr rvrrapt. o w  y e u s  net ro l l r t r ra l  savings. 

8 .  . IDI( 'STHRNT T O  (.'OMTR ACT PRICE-The nlcthod for  pay- 
mrn t  o f  Instant mvirp;r hares. ~ U a t r r a l  savmngs hares.  o r  price 
mcr rau  hall  run fonn  t o  o w  or mor r  o f  the f o l l o w i w  options as 
ma) br q r r r d  up011 by the Con t rac t iw  Officer a r d  thr contractor 
p rwr  to  approval o f  the VCP. 

8.1 Opt ion I. R e d u a  the contrar t  price or l ump r u m  pay- 
ment for  char& work  by  the Governments ahur o f  the net  
r c d u d ~ o n  i n  cost o f  performance. 

8.2 Optton 2. 111cr1.a~ th r  wn t rac t  pr i r r .  o r  ~ w k e .  a l ump sum 
pa) n w i l  l o  providr for  contrar lor  ro l lat r ra l  ravi~r*  dst,an.* u pay 
for  increased work. 

8.3 Option 3. H r d u r r  th r  cu r r rn l  contract uni t  pr i r rs b) thr 
( ;ovcnimrnt '~ unit price . h r r  o f  the r r t  r rduct ion ill cost o f  
pcrformancr. 

R.4 Option 4. h h r  l u m p  num paymrnt  for  nduc twns  in 
future. quant~t i rs o f  work w r r d  not to  be ord r r rd  undr r  Lhr 
ro r~ t ra r t  a,. a d ~ r r r t  r e d l  o f  thv VCY. 

8.5 0ptio11 T,. Providr for  r rdu red  n r H  1111it prier- and quan- 
t i t i r -o f  n r w  u o r k  w f l r c t i ng  th r  ( ;o r t~ r~~rn tw t ' s  +artnLw &an .  

R.6 Option 6. Prnv~dr  for  a p r r d  o f  f r r t  srrv i r r  q u w d r n t  to 
Ih r  (;ovc.rnmrnt's & a n  o f  Pavtna 

8.7 Option 7'. I f  thmr is a cost-plus-arrrd-frc ( inrrnt ivr  typr) 
runtract. ad jw t  th r  i ~ d i v i d u a l  tawr t  cril imw o f  d i w r t  -1st eirmc.ntr 
upuan l  and101 downward. as appropriatr. I n  provide. fo r  thr  
r rdu r t i on  o f  d i r r r t  ccmt & n m t s  by the. total net a v i n p  a ~ d l o r  to  
p m v ~ d c  for  i n c r r a r d  a rqu i i t i cm costs and h e n  m d r  r l ump sum 
pa) mvnt for  thr  r t~ntractnr '*  h a w  o f  in.-tan1 s a v ~ n p  or uJlatr ra i  
.uvinyr. 

9. D A  T 4  R E S T R l C T l O I  R IGI ITS-Thr  contractor may restrict 
thr Covernmen;'s right to  use any shret o f  a VCP o r  the supporting 
data. subm~t tcd  pursuant t o  thw c l a w .  i n  accordance wi th thc 
terms o f  the f d o w m g  I& i f  i t  is marked o n  each such k t :  

The data furnished pursuant t o  the Value lnccntivc Clausr o f  
contract No. - ahdl not 
bc disclosed outside thc G o v r m r n t  for  any purposc other than 
to  evaluate a VCP submitted under said clause. Thm m t r i c t i o n  
docs not  h ~ t  the Government's right to  usc information 
otherwisr avulablr, f rom the contractor o r  f rom another sourcr 
w ~ t h o u t  limrta!ions. or r f  release o f  the data is required undr r  the 
F r r rdom o f  In fomat ron  Act. 

I n  the evrnt o f  acceptance o f  a VCP. thr  Government shall have the 
right full) t o  u t ~ l u r  such proposd 011 thts and any other 
Govcn in ie~~  t c m t r r t  I. 
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18. Clause. GSA Form 2947, Value I n c e n t i v e  Clause, (Leases f o r  Eau i~men t  
and F a c i l i t i e s ) ,  i l l u s t r a t e d  by f i g .  2-18, i s  prescr ibed f o r  use i n  a l l  
s o l i c i t a t i o n s  i n v o l v i n g  leases f o r  one year  o r  more f o r :  

a. Lease, cons t ruc t ion ;  

b. Lease o f  30,000 ( o r  more) square f e e t  o f  n e t  occupiable ( o r  n e t  
usable)  space; and 

c. A1 1  o ther  annual leases o f  suppl i e s ,  equipment, o r  serv ices  made 
bv o r  f o r  PBS which amount t o  an annual c o s t  o f  $50,000 o r  g rea ter .  

19. I n t e n t .  Since enactment o f  the  Federal Proper ty  an? Admin i s t ra t i ve  
Services Act  o f  1949, as amended, i t  has been our  p r a c t i c e  t o  acqu i re  space 
by i s s u i n g  i n v i t a t i o n s  f o r  b ids  o r  s o l i c i t a t i o n s  f o r  o f f e r s  con ta in ing  
s p e c i f i c a t i o n s  which r e q u i r e  the b idder  o r  o f f e r o r  t o  adhere s t r i c t l y  t o  
t he  s p e c i f i c a t i o n s  and/or performance requirements w i thout  d e v i a t i o n  o r  
change both  before and a f t e r  award. I n  a d d i t i o n ,  dur ing  the  term o f  a lease 
we cften spend tax  d o l l a r s  t o  a l t e r  o r  improve space f o r  tenants through 
mutual zgreement w i t h  the  lessor .  I n  o rder  t o  encourage l esso rs  t o  
p a r t i c i p t ~  i n  reducing cos ts  w i thou t  s a c r i f i c i n g  the  qua1 i ty  o r  f u n c t i o n  
of leased sgac?, i t  i s  our i n t e n t  t o  pe rm i t  l esso rs  t o :  

a. Submit proposals a f t e r  award which w i l l  reduce the  cos t  of  h i s  
cons t ruc t i on  bu t  s t i l l  s a t i s f y  our needs; 

b. Submit proposals dur ing  occupancy which w i l l  reduce ope ra t i on  
and/or maintenance cos t  r e f l e c t e d  i n  t he  r e n t a l  cost;  

c. Submit proposals t o  reduce the  c o s t  o f  requested a1 t e r a t i o n  o r  
improvements t o  space dur ing  the term o f  t he  lease; 

d. Submit proposals regarding r e t r o f i t  f o r  energy savings which 
have a  payback pe r iod  du r ing  the  remaining term o f  the  lease; and, 

e. Submi t proposal s  t o  reduce costs by changing the spec i f i ed  
requirements , methods, procedures, o r  frequency o f  o ther  1 eased suppl i e s  , 
q u i  pment , o r  serv ices.  

20 t h r u  22. Reserved. 
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VALUE INCENTIVE CLAUSE 

(Leases for Equipment n d  Facilitid 

I .  OHIt(:TII't.:- Thc  r 1 du nr applic. 11, an\ corl miuct~on 
yroprnirl (ht-rrinritrr rt~irrrrd to ah Vrlue I ' h a ~ ~ p  P r o p 4  or 
VCP) initmtrd and devrlopd by the I-qor for the p q m ~  of 
changing any rrquirrmrnt of this contract or 1ra.r (hminafter 
referred to as a lease). This clause does not. however. ap& to my 
such p r o p 4  d m  it'is idehtified by the lessor. at the t h e  of its 
d m i s s i o n  to thc_(;bvemmcnt. ur a propmal mbnlittcd pursuant to 
thio claust. 

I .1 Deviations to a solicitation suggested by offerwv and 
accepted by the Covernment prior to award wlll not q d f v  for 
value incentive sharing under the terms of this c l a w .  

1.2 VCPb contemplated uc tho* that would r w k  in nct 
savings to the Government by providing either: ( I  ) a decruc  in the 
cost of performance of this km; or. ( 2 )  a rrduchon in t& tort of 
use (hereinafter r e f e d  to as couateral  cost^) of the space, work. or 
equipment ~rovided by this lease. regardless of acquisith eosts. 
VCP's must rrsult in savmgs: without impairing any mluyed 
funrtions and characteristics such u scwlcc life. rehbllity. ec- 
nomy of operation, ewe of maintenance. standardized katum.  
esthetics, T i  protection features. and safety features presently 
required by the lease. However, nothrng herein prccldca thr 
subrmttd of VCP's where the lessor considers that the required 
funct~om and characteristics could be combined, r e d u d .  a 
r1im:natrd a, king nonessent~al or rxcrswr to thr sltitlactvry 
function srrved by thr itrm involved. 

1.3 A VCP identical to one wbmitted under any otbcr l e w  
with the lessor or another lessor may also be subm~tted d c r  thh, 
clauac. 

2. SIBCONTICACTOR INCLUSION-The lessor Ball in& the 
provisions of this d a m ,  with a provision for nhuing arrarpments 
in accordancc with the percentage contained herem. in all d o n -  
tracb for semias or work, entered into after the date of & kw. 
in cxcea of $50,000. and in m y  other subconbact whi& tn the 
judgment of the kamr, is of such nature as to offer re& 
likelihood of Value Change Propods. At the option of each 
Subcontractor. this clauk may k included m lower tier subcon- 
trrcta. The kmor shall encourage wbminsion of VCFs from 
arbcontractors; however, it ia not mandatory that VCP's br 
submitted nor is it mandatory that the lessor accept and/or blnsmit 
to the Government VCP's propoeed by hrs Subcontractors. 

3. DATA REQL'IREMENTS -As a minimum. the follow% infor- 
mation shd be submitted by the lessor with each VCP: 

3.1 A description of the difference between the e x i s t q  kane 
requirement md the proposed chulge, and the comparativr d v a n -  
tagm and h d v a n t a g c s  of eaeh, including justification where r 
funcbon or characteristic of the work is k i n g  reduced; 

3.2 Separate detailed cost estimates for both the existag kurc 
nquvcment and the proposed change, and an estimate of the 
dunge in rental or other cads to k incurred dunng the 4 d 
rencwd lease terms, mcluding m d c r a t i o n  of the d 
development and implementation of the VCP and the 
arrangement set forth in this clause; 

3.3 An estunate of the effects the VCP would have on cdlatcnl 
na ta  to the Government. including an rstunate of the nhamg that 

GENERAL SERVICES ADMINISTRATION 

thr I m r  mqursta h paid by h r  Go\rrnrnent upon dpprovd of the 
VCY ; 

3.1 Sperifiutiona rllgincering or other technical analysis in 
scdficlcnt detail to idenMy and deacribe eaeh requirement of the 
contract which must k changed if the VCP is accepted, with 
recommendation as to how to aeeomphh each wch change and ita 
effect on other leasc requirements; 

3.5 4 statement of the hme by which acecptancr of the VCP 
must be k e d  by the Govrrment to obtain the maximum cost 
rcduchn. rwtmg any effect on the date of powmion; and, 

3.6 Idcntdkation of any prev~ous submkion of the VCP 
induding the dater wbm~ttcd. the qencies involvrd. the numbers of 
the (;ovcrnmcnt contracts involvrd, and the previo~ls artion by thr 
Government. if known. 

4. PHOKZ:.w'I!VG PHOX'!'D(!RES-SIX coprex of each VCP hall 6c 
Jubmitted to the t;ontractmg Officer. or his duly authorized 
rcprewntatwe. VCP's will be processed exprditiourly; however, the 
Government wdl nut be hablc for any delay tn artinp! upon a VCP 
submdted pursuant to this clusc. The bsscn may withdraw. in 
whok or in part. a \. CX not ar reptd  by the Covenuncnt within the 
period specifled m the VCl' The Government shall not be liabk for 
VCP development cost tn the usc when a VCP is rejcctcd or 
withdrawn. Thc decwion of the Contracting Officrr as to the 
a m p t a n a  of a VCP under this dause &all k f d  and s h d  not be 
h e r (  to the "Dkputes" clause of the k w .  

4.1 The Conbartiiq Officrr may modify a VCP. with the 
mcurrrnce of the lesor. to make it acceptable, and the lessor's 
hare will be b ~ d  on the VCP as modified. 

4.2 Pcnduq~ acceptancr of a VCY. m whdc or m part, the l e w r  
Pld r r m m  oblqated to prrform m accordance with the terms of 
the )cur 

1.3 An approvrd VCP shall becorn cffcrtivc through an 
equitabk adjustment whrn the rental or other changes arc made by 
issuurc of a Irw unrndmznt or a supplement to the Icar  pursuant 
to the pmvisiom of th~. C~.WIW b a r i n g  a notation so stating. 

4.4 When the nccrssih to proceed with a VCP (in wholr or in 
p u t )  does not d l o r  wfficlrnt time for rxrcution of a eontracl 
modification. thr Gwenmlrnt may isfur a lrttcr arcrpting the 
VCP (in wholr or In pan 1. ruthori~ing thr Contrwtor to procred 
with the work, a. changrd. on the basis of contrart price adjust- 
ment to be dctrmuncd at the radirst pneticablv datr but not to 
be IPS than thr dccnasr nor morr than thc mcr+.se, as the crsf 
ma? br. than the dccrraw or incrrasc wt forth in thr VCP r u b  
mittrd and rrccptd. 

5. COMP(;T,-ITIOAS FOR CHtlNCE IN COST OF YERFORM- 
ANCE-Scparatc estirnata a h d  be prcpued for both the existing 
rquircment and tbc proposed drange. Each estimate hd consist of 
an a e m d  breakdown of d amts of the lessor md d SubSon- 
tracton' work in arffiircnt &tad to show unit quantities and costs 
of labor. materul. and equipment. 

5.1 1.r-r development and implementation rwts  for the VCP 
shall be mcludcd m the estunatc for the p r o p o d  chvlpe However. 

Figure 2-18. Lease clause 
( P a r t  1 o f  2)  
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thea mfr will not be dowabk under the VCP if they arc 
othenviw reimburnbk under the l e w .  

5.2 Government canta of proaoeing or implementation d a 
VCP hd not be included in the estimate. 

5.3 If the difference in. the ertlnates indicates a net r e d u b  
in pmc. no &WUUX wjll be m d e  for overhad or p d ~ t .  lkn&ta 
accming from reducti~ns in intcret ud othcr f i o t c  drarga Cif 
my) wdting from a VCP hd be included for in the ratima(u. TLe 
rerultant net reduction III cost of performance h d l  be h d  rs 
pmvded hrrrinafter. 

5.4 If the difference in the estimates udicatca a net incrrY in 
price. the prim h I  be adjusted pwmiant to an equitdk 
adjurtmrnt that will inrludr k r ' r  ovrrhead and profit on hr 
additional work of thc I- or thr additional work of onr of Lis 
uubrontncton. 

6. COMPUTATIONS FOR COLLATERAL COSTS-Separate oti- 
matrs d d  be prepued for cdlaterd eoclta of both thc erklmg 
requirement and the p r o p a d  change. Earh estimtte hall con& of 
m itemized breakdown of d cads d the b.Bs for the &tr u d  in 
the & h a t e .  Coa benefits to the Government might d u d e .  b t  
arc not limited to. reduced rmts of operation, maintrfuna or 
repair; and reduction in the requkmcnts for Govcr~ocnt fu- 
property. I n c r u d  odlrterd eollts include the convene of rch 
factors. Computations a h d  be u fdlom: 

6.1 Costa &dl be calculated over the remaining f i  tmm of 
the krse on a uniform bmia for uch estimate d h.LI LKL*le 
Government mats of poccmhg or implementitlg the VCP. 

6.2 If the difference in tbe estimates M a p e d  by 5 c  
Govemment indiuta  a mvinp. the laator h.U dividc UIC m u h u ~ t  
mount  by the runainiw~ firm term of the k.sc to arrive at lu 
average mud net d a t e r d  saw. The resultant srviqp &.I be 
h u e d  u provided hereinafter. 

6.3 Ln the event that agreement cannot be ruched oe Lc 
amount of estimated collataal costs, the Contracw Off- hH 
determine the amount. His decision is f i d  and is not arbpel to lu 
provision of the "hputes" clursc of the lersc. 

6.4 Costs included for work d acwices under m .Itmute Ld 
(if my) for operation, m i -  and maintwunce. if accepkd by Lc 
Government. h.U be considered current costs rather than a A h d  
rmta for huing purporer 

7. SHARING ARRANGEMENTS-If a VCP is amptcd by & 
h v e ~ n c n t ,  lhe Lmr is entitled to h u e  in contract smw d 
d a t e d  savings m t  rs dtanativeq but rather to thc f d  ex- 
provided for in tbL &uae. For thc purpo&r of &- unda &b 
d.u. contract arv- will include any chqa to a oCr 
m o d i f ~ u t i o ~  of the km. executed ahcqucnt  to acapbna  d 
the ~ u l u  VCP. by whirh the Gwernment incrcam UIC 
of my item of work or adds my item of work. It will J.o LKYc 
my rxtvnion of the instant Iraar throub 1.xrrcirc of an oplirmtif 
any) ptuvidrd urtdrr thr l cwr  rftrr accrptancc- uf the VCP. The 

l r w r  shall br rntitlrd to a contract modification f w  tnstml IN 

cdlvtrrd rrvingu h a m  on chanacs or options only at such time 
as a chanpr order h u  been b r d  a,- m option hm been cxtrcled 

7.1 Whcn only the hc is involved, he & d  receive and 
thc Government 50% d the nct reduction in the cod d 
performma of thc k u e .  

7.2 When a Subcontractor is imoived. he hd receive 30%. the 
ksmr 30%. and the Government 40% of the net reduction in the 
c a t  of performance. Other Subcontracton shd receive a portion of 
the fit-tier Subcontractor ssvinga in accordance with the t e r n  of 
their contract with the f i t - t ier  Subcontractor. 

7.3 When collateral savings -. the kasor hd  receive 20% 
of the average are year'# net cdLtd  n v h p  

8. ADJUSTMENT TO CONTRACT PRICE-The method for pay- 
ment of &&ant a* huu. adalcral MV- huu. or pria 
incrcese hd conform to on d hc follow@ optiona u may be 
weed upon by the Contractimg Offiir and thc Leaaor prior to 
approvd of the VCP: 

8.1 Option 1. The m u d  rental hall be d e d  by an 
amount equal to the Government's huc of the nct reduction in 
cost d perfornuna u prorated w a  the remaining Tim t am of the 
km. 

82 Option 2. A lump aun payment for c h y e d  work hd k 
d u c a l  by the  government'^ durc of the net reduction in c a t  of 
performma. 

8.3 Option 3. The m u d  rental rhd be demand by an 
unount equal to the full net duct ion ii~ wmt of perfornunec u 
prorated over the remaining fum term of the k u e  lad thc kmor 
pud a lump atm & payment e q d  to h n  h u e  of the w i r y .  

6.4 Option 4. A period of rent free usr equivalent to the Gov- 
ernmmt's .&am of savings ahdl be prwided. 

8.5 Option 5. The m u a l  rental hur DC m u e d  by an 
amount equd to thc incn& in pria M prorated over the mnainiq 
firm tcnn of the km or by a on trme lump uua 4 payment. 

9. DATA RESTRlCTlON RIGHTS-The contractor may restrict 
the Governmcntb nght to use any lheet of a VCP or the supporting 
data, submitted pvsuant to thb cluac, in accordance with the 
terms of the following legend if at IS marked on each such sbcet: 

The data furniahcd pursuant to the Vduc lneentivc (Iw of 
contract No. &dl not 
be d b d d  outride the Governrncnt for my pvpore other than 
to evaluate a VCP submitted under said clause. This restriction 
doea m t  limit the Government's d t  to use information 
othenuiac avdlMe, from the contractor or from another source 
without limitations, or if re luv of the &ta is requlrcd under the 
Freedom of lnfonnatlon Act. 

In the event of retxptance uf a VCP, the Govenuncnt shall have the 
*t fully to utilize arch propod on this and any other 
Governmenl contract. 

GSA FORM 2917 BACK (REV.  11-77) 

Figure 2-18. Lease clause 
(Par t  2 o f  2) 

14 



August 1, 1978 
PBS P 8020.2 

PART 5. EQUIPMENT CONTRACTS 

23. -- Clause. GSA Form 3368, Value Incen t i ve  Clause (Equipment Contract ) ,  
. i l l u s t r a t e d  by f i a .  2-23. i s  w e s c r i b e d  fo r  use i n  a l l  s o l i c i t a t i o n s  
est imated t o  r e s u l t  i n  cont rac ts  i n  excess o f  $50,000 f o r  procurement of 
equipment f o r  cons t ruc t i on  o r  maintenance work. 

24. I n t e n t .  Often under f a s t - t r a c k ,  phased o r  b i d  packaged cons t ruc t i on  
p ro jec ts ,  equipment such as ch i1  l e r s  , substat ions,  b o i l e r s ,  e leva tors ,  and 
o the r  bu i  1  d ing components are con t rac ted  f o r  separate ly .  I n  add i t i on ,  
major pieces o f  manufactured equipment are purchased t o  r e p a i r  o r  ma in ta in  
f a c i l i t i e s .  It i s  our i n t e n t  t o  pe rm j t  manufacturers, supp l ie rs ,  and 
o the r  cont rac tors  t o :  

a. Submi t cos t  savings proposals regarding design, performance, and 
capac i t i es  o f  s p e c i f i e d  equipment; 

b. Submit cos t  savings proposal s  regarding equipment i n t e r f a c e  w i t h  
o t h e r  bu i  1  d ing  o r  sys tern components ; and, 

C. Submit cos t  saving proposal s  regarding methods and procedures f o r  
packaging, shipping, i n s t a l  l a t i o n ,  t e s t i n g ,  and s e r v i c i n g  o f  the  equipment. 

25 t h r u  27. Reserved. 
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VALUE INCENTIVE CLAUSE 

(Equipment Contract) 

1.1 VCP'p mat rmp la tcd  ur t h w  that would r r ru l t  in net 
l i r v in~p  t o  the Covrrnmrnt  providing t i ther:  ( I ) a decrease in the 
coal o f  performance o f  thk contrart. or: (2) a r cdue t~on  i n  thr cost 
o f  owturnhip ( h r r r ~ n a f t ~ r  r r f e r r ~ d  tu  ;r* r.ollatrral rcrsts) o f  t h r  u o r h  
provided by  thiri contract. r q z u d l w  o f  acquisition costs. V(:P'r 
m w t  r r d t  in luvirqn wi thout  impa i r iw  any r r q u i d  functions and 
rhuar t r r i r t i cs  r u r h  .r wrv i r r  Lifr. rrl iabil ity. e r o m y  o f  operation. 
k v c l  o f  operational p r r fo rmarc .  rw o f  mun tcnana .  r t a n d d h r d  
f ra t~~res .  and d r t y  f raturn.  p n n t l y  r rqu i r rd  b y  this contract. 
I lowevrr .  nothing hc r r i n  prrduder th r  submittal o f  VCP's w h r n  the 
(:ontractor ron.4rrm that the requin=d functions and charartcrutiu, 
r o u M  br rumhnrd .  d u d .  or eliminated. ah bring non-emenhid o r  
vxrraivc. III lhr 4 1 s i a r l c 1 ~  f l lnrhon v w r d  by th r  worh involvrd. 

I .2 A VCP identical t o  onr whmi t ted  under any o th r r  contract 
wi th thr Contractor may a l w  bc wbmi t t cd  under thin contract. 

2. S(itU:O.S TH.4C'TOR l.VCL1 iSION -Thr Contractor Aall include 
th r  provisions o f  this c l a w .  w i th  r provision fo r  sharing arrange- 
mrnta that meet o r  r x c d  the minimum percentage contained i n  
paragrapti 8.2, i n  dl mbwnt rac tn  i n  excrss o f  525.000. and. in any 
o th r r  ~ t b c o n t r a r t  which. in the judgmrnt  o f  the Contractor, i~ d 
nurh naturr  as t o  of fer  r rmabk l i i r l i d  o f  value change 
proposals. 4t  thc opt ion o f  each Subrontmctor. this clause may k 
includnl  i n  lower ticr rubeontracts. Thc Contractor hd encouragr 
s r b m k i o n  o f  VCP'r fnnn  Subcontractors; howwr r .  i t  is no t  
mandator) that VCP's k submitted nor is i t  mandatory that  th r  
Cantrar tur  arm@ andlor t rammit  to  the Governmrnt  VCP'R 
proyosrd by  his Subcontractors. 

3. n .4  TA REVI'IREHENTS - As a minimum. the fo l lowing infor. 
n u t i o n  hall b wlmi t t cd .  by the Contractor w i th  rach YCY: 

3.1 A drsrnpt ion d the di f ferrnrr  k t w e r n  the c x b t i w  
rontract  requirrmrnt  and th r  proposed changr. and thr eomparativr 
dvan tac r *  ad diudvantag- o f  each. mcludinp, justif ication w h r r r  
f t m r t i o l ~  o r  r h ~ a c t r ~ t i c  o f  the wurh is k i n g  r rdu r rd :  

3.2 S r p r a t r  d c t a h d  m t  cabmatrs for  bo th  thc ~ I L I ~ I ~  

contract r rq l~ r r rmen t  and the p r o p o d  r h a w r .  and an c s t ~ m a t r  o f  
Ihr chrnge m amtract  p n r r  l nc luduy  r o m d r r a h o n  o f  thr co& d 
drvr lopnirnt  and ~ m p l r m r n t a b u n  o f  Ihr VCP and thr -harmp: 
u r r n g r m m t  .rt for th i n  t h r  cbuw.  

3.3 .An r h a k  o f  the r f f r r t r  the VCP wou ld  havr o n  m l la t r ra l  
t w t r  t o  th r  (;uvcmmrnt. i nc lud lw  m r s t ~ m a t r  o f  thr rhanne that 
Ule (:ontractor ngur* ls  b pa11 b r  the (;ovrrnmrnt upon approval 
ol t h r  VCP: 

3.4 l'rt.hnral anal>& i n  .sufficient d r ta i l  t o  i d r ~ t t i f )  and 
&scribe r a r h  r q u i r r m r n t  o f  the contract which must br rhanc rd  IT 
(hc VCP I.* arrrptrd: wi th rcrummrndabon as t o  how t o  accomplish 
c.rc.h a c h  rhanw. ancl I t r  r f f r r l  o n  unchawrd  worh. 

3.5 4 datcmrnt  o f  thr t ~ m r  b! whwh approval o f  thr !(:I' 
I n w l  br ~ ~ w d  b \  th r  ~ ;ovc rnnun t  to  o h a n  thr ma'clniunl w r t  
r~duc t lon .  notul r  an! r f f w t  on  Uir  rontrar t  c o m p l r t ~ o n  tun r  ur 
d r l n r r y  whrdu i r :  d 
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3.6 I d r n t l f i a t m  o f  pmwws of VCP. 
mrluding the datcs submitted. the wnrics iovdvrd, the n u m b  of 
th r  Government contracts mvdred.  ud hr previoca actions by thc 
Government, i f  known. 

4. PROCE.%SlNC PROCEDURES -Sii copies d each VCP hd be 
. d m i t t e d  l o  the Contractir*: O f f i m .  VCP'a w l  br prJm*rd 
e x p e d i t i o ~ d y ,  however. the (;uve-nt rJI not be l i abk  f a  m v  
dr lay i n  acting upon a VCP submit t rd pursuant t o  this c l a w .  The 
Contractor may withdraw. i n  w h d r  a in part. r VCP not accepted 
by thr (;ovrmmrnt w t h u ~  the pcnod +wd m the VCP. The 
t ;ovrn~mrnt  d l d l  t w t  bc bJWc for  !CP drvr lopmrnt  cost in thr 
case whcrr  a VCY is r r j r c t r d  a widwlrrrs.  Thc decision of dw 
Contractmg Off icer  as t o  the wccptana or rcjrrlion o f  a VCP under 
this contract rhd br i i a l  and shall no t  b uuIyrrt t o  the "lhrgute<' 
elaurc o f  this rontract .  

4.1 The Cmntractme Officer ma> modify a VCP. w i th  the 
roncurrrnce o f  lhr (:ontraclor. t o  malv ~t wceptabk. and the 
Contractor's nh arr wrl l  bc L a d  on the 1 CP .6 m u d i f d .  

4 2 Pending wr i t ten a c c ~ p t m c r  d a V 8  in w h o k  a in part. 
the Contractor 419  r rma in  *tcd to  pu4onn in accordance w i th  
t h e .  tcrmr o f  the r w s t ~ n r  w n t r r r t .  

4.3 .\n appruvcd \ CI' .t iall b r romr  r l l r c t i r c  throuyh u n t t c n  
nobet. and/or i w r a n r r  o f  an r q u ~ t a b l r  d j m t m n t  i n  thr  c o n l n r l  
pncr and/or t imr  oT pcrfcrrnanrr br Ih rxrcu t i cn  o f  a ron t ra r l  
nvd l f i ra t ron  punuan l  1'1 thr  p rov i s~cm of t h e  r1au.u braring a 
Iw la l l on  -o slat~rig. 

1.4 Rhvn  th r  n r r r w t \  1.1 p rnc r rd  r i t h  a V(:Y ( i n  whulr o r  i n  
part) dcwr no t  a l l o r  4 f i r w n t  111w kw ~ x r c u t i n n  o f  J c o n t n r t  
rnmlification. th r  ( ; o v r n ~ r ~ w ~ ~ t  ma\ ts*iv a I r t l r r  acrrptlng I h r  1 CY 
( in  wholt. o r  I n  p u t  ). ~ u t l r a * t r t ~ ~ e  11w l : ~ m t r r l u r  l u  p w w d  -8th 
th r  worh. an r h a n p d .  am thr  brr. o f  vwr tnc l  p r i r r  a d j u r t m n t  11, 
b d r t r n n m r d  a l  t h r  r r r l w . ~  p r a r t ~ r a b h  d r t r  but  not  t o  hr k than 
th r  d r r r n s r  nor m u r r  t t u n  the I n r r r w ,  as hr caw ma! b. than 
t h r  dc r r raw or i n r r r a u  u t  h r t h  In  t k  VCP s l l b t n ~ t ~ r d  and 
r r r r p t r d .  

5. CO~IPl. 'TATIOS.~ f'OR C1iA:VCE 1.V COST OF PERFORM. 
. iYCE-The Contractor 41all prrparr  s rpan t r  mt ima t r r  for  both thc 
r x h t i n c  (Inctant) contract r r q u m n l  and lhr proposed change. 
Favh estinistr .&dl ron.w.1 d an i t r m w r d  breakdown o f  all n*ib d 
the Contrrctor  and all Subruntrartors' work. in suffwicnt d r ta i l  t o  
show uni t  q t c a n t i t k  and tota l  ca-tr o f  labor. material. ovchcad urf 
rqulpment.  

5.1 ( :ontrr r tur  d rv r lopmrn t  md i m p k m r n h t i o n  msts f o r  thc 
VCF Aall br i n r l ud rd  m thr  r d m a t r  f o ~  thr p r o p o d  ch-. 
I l owrv r r .  t h r w  -1% *.dl not  k J l o w a b k  if t h ry  arr d h r r w k  
r r ~ m b ~ l r d h r  4% a d u w t  &rrr under t h h    an tract. 

.5.2 ( ; o v r r m r n t  n r t z  d o r  implcmcntal~on d a 
\CP shall not  Lr ~ n r l u d r d  111 thr rutimatr. 

.5..l I f  the d d f r r r n r r  i n  the d u n a t r s  d l t a t r  a n r t  d u c t n n ,  m 
t o n t r r r t  p n w .  th r  p ro f i t  o f  thr oclp;uul amtract  pmr VIM rrmm 
t h r  wir and wtII nu t  c.hangr o a r r w l t  d dw VCY. T h r  m r l t a n t  
~ w t  nduc t ion  u i  r u n t n r t  r c r t  o f  pdmm .hall Lr A d  as 
I)rtB\ d v t l  t ~ v r v ~ t ~ d l l t  r 

GSA FORM 3368 (10-77)  

Figure 2-23, Equipment cl ause 
( P a r t  1 o f  2 )  
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6. COMPUTATIONS /;OR CO1,LATERAL COSTS-% Cak 
lractor hd prepare separate rat lmata for cdlaterd cwIs o f  boh 
the exis- requirement and the ppFopaed thuyc. Each utimatc 
hd eolrist o f  an i t e m i d  breakdown o f  dl conts and thr buis for 
the data uaed i n  the estimate. Cost benefits to  thc Govwwnent 
d u d e .  but are not limited lo: reduced rests of opention, 
nuinte- or m p i r ,  s o f t w a .  extended crrcful ecnim life. 
rrplacmnent or future acquisition, kgbtiul support. and mluct ion 
in requirements for Govc'mmmt furnimed proprrty or fulurt  
acquisition. I n e n 4  mllaterd inrlude thr. convent o f  such 
facton. Computation ahdl be rs f d b w r :  

6.1 Coats hall br rdculatcd over a 10-year pcnod on a undorm 
bash for u c h  eslimJe and s h d  inrlude the Contractor's bea 
estimate o f  the Govenunent'a cortr o f  procrnaing or i m p l e m c n t i ~  
the VCP. 

6.2 I f  the hcerenec i n  the a h a t e s  indicate a sav* thc 
C 0 n h ~ t o r  h a l l  din& the m u b a t  amount by 10 to arrive at Lhe 
avcrrgc annual net c d h t e r d  saw The rcoulbnt srvinga chd be 
hurd u r h p r l t e d  hueuurter. 

(1.3 I n  the event that agreement cannot be reached on the 
m o u n t  d the estimated d a t e d  .l, the Contractiag Officer 
h.U determine thr amount. I n  cithu crec. the Contraet iq Off'i 
&cision will be f d  and no1 n u b ~ ~ ~ t  t o  the prohiom of Uu 
"lhsplla" claw d this contract. 

7. COMPUTATIONS FOR FUTURE ACQUISITIONS-If a VCP m 
.mptd under thia dausc and d in future sdicitstiora, thc 
Contractor wi l l  be paid a roydty  huc d s l v w  rrrlizad by thc 
(;mcd Services Administration a, btut purcbrer. if m y ,  d 
items utibhing thc VCP or  on lnodir~cation nude to  othcr crat ing 
a n t r a c b  t o  u t i lbc  the VCf' within the myalIy &.ring p a d .  

7.1 T o  qwlify for royalty rJury. the VCP mPt redt in a 
unit price mlwtioa fo r  or item u o d u  this c a r t r u t .  Tkc Coclb.cta 
will be pd for the w t d  nu& d i t e m  pvdwcd during, d 
limited to. the penorla d time u f o b w s ;  for definite quantity 
d requirements mntacta. the next 24 moath aonb.d paid 
fdiowin(l tbe expiration d thL matnet ;  or for M i  quantity 
rontracb, my rolieitation U that uliliza the VCP dwing tbc 
next 24 montb period tommarc@ with the date d d i m t i o n  d 
thu contract accepting the VCP. 

7 3  For pupata o f  detcrn~m tbc Conhrdar's my& b, 
tk "unit prioe reduction* unda lk c a n t r u t  i. h e  Contract iq 
O f f i i ' a  ub inu te  of the effect wh* the V O  would have hd 011 
dn Gmtndor's c a d  d performme if the c w  h d  baa 
indudcd in the apccifiitiory under this c o n M  (thi 
crtinute shall not lake in to  account m y  ~osts d d e v e h  a 
impkmart ing the ch8Ilgc). 

8. SHARING ARRANGEMEN7S-If a VCP L acccpted by tbc 
h e - o l ,  the Contractor m rntitkd t o  hut in i d n t  ud/a 
futurr amtract savings. or c d k t c r d  MV- to  the f u l  exten# 
provided fo r  m this dauac. For the ptqmcs o f  haring under lhh 
claua. the term "instant contract" ha not mclude any changes to  
or other modif~rat ions d thir contwt .  executed aubaequcot to  
acceptwc o f  the particular VCP. by which thc (>owmmnt 
increases (ht quantily o f  any item of work or adda m y  item d 
work. I t  shd not  indude my c x t c m  o f  Ihc instant e o n t n d  
tho* r x e r c k  of an option (d any) p r w i d r d  undrr this s n t r a d  
d t t r  acceptmce o f  the VCP. Such ~ t i o n s  &dl be el@& for futum 
acquisition srvmgr. I f  Ihc Contractor submits under this daust r 
p r o p 4  which is i dmt r rd ,  or arbotantldly similar. to  one pre. 
vioudy rrcc~ved by the Conbachrtg Officer under r dlf fcnnt 

w t r a r t  with the Gant r r to r  for uhtu\ti.lly the mme tmna and 
both pmporlr uc reepted by  the Govcrrsmcnt, he C 4 n t n e t a  
h a l l  huc mrt.nt m t r a e t  rev+ reJincd under thPr conhct ,  but 
h e l d  not hue iuturr acquirition uv&p 

8.1 I f  aK prime Contractor L &y rcqmdbk f a  the VC?. 
hc hd w i v e  50% and the Govcmmcnt 50% of the net ndvctioo 
in the eost d pafonnma d this contmt .  

8 2  l f  a Subeontractor Or i. fo r  thc VCP, the priae 
Cmtractor that the S u b t n c l o r  rhrH receive a minimum d 
2.5%. &he prime Conhetor  a nux imum d %$. ud the Garcm- 
ment a rued .SO%. of the net reduction in the wd of perfona.mc 
of this contract. Otbcr Subcont radm hd receive r poriioa of  tbt 
fmt-bler Subcontractor saving in abcotdura with the t e r n  o f  tbei 
contract with f i - t i e r  Subcontractor. 

8.3 Wbcn odl.tcrrl r v i n g  ocan the Contractor hd rtccirc 
2 0 9 b 0 f t h ~ W C r g e o a ~ y ~ n a ~ t c d L k d ~ ~  

9. ADJUSTMENT TO CONTRACT PRICE- 

9 2  Paymenlr for .crcptcd V Q ' a  iardvbq prim W 
d / o r  collateral &* wil l  be accmpli&d by 4- &e 
cutrent contract priee by thc nnount of the incnae. AU ordar 
pLml d t e r  acceptance d thc VCP w i l  be pdd for at thc incrcrad 
pict until clpiratioa of dw avrat (IIPtmt) awrbacl. 

9.4 If a d i f f e m t  Contractor nccives thc future amtract. tbc 
Contractor uhni* the accepted VCP h a l l  be pud, M provided 
for in pug.ph 8.4. by m d t i p l y h  (be r v i n Q  by thc numba of 
units ac tudy  purdrvcd by thc Gorunmcnt. In this ar. my& 
h r r r s w P b c p n n i l k d t o . r m m u l . l c d p . i d q ~ .  

10. DATA RESTRJCTION RICHtS-Thc C o n h c l o r  m y  rerbir t  
the Governnunth ri&t t o  uu m y  rh tc t  d a VCP o r  the nrpporth 
data. submitted pursuant t o  thin c l u u .  i n  .ccord.acc with h e  
terms o f  the f d o w k  lcgrnd i f  i t  is m d e d  on c.Eh Mh k t :  

The data f&d pu-t t o  lhc Value lnrrntive C l a m  d 
contract No. hall not 
be d i d d  outside thr Government f a  any purpolr other than 
to rvduatr a VCP uubmittcd under sad clause. This mlr ic t ion  
does not h i t  thc Government's ri&t l o  rm information 
o thr rw iv  av.illble, from the contractor o r  from another aoum 
wlthcwt limitationu. cw i f  release of the data is r e q u i d  under the 
Fr r rd rm o f  Information Act. 

I the event of n a p t a n c r  u f  a VCY. the Govenuncn~ shall have the 
nghl Cullv l u  u t i l i . ~  such p r o p o d  om this and any other 
Govrrnmrnt contrwt. 

GSA FORM 3368 BACK (1077)  
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PART 6. SUPPLY CONTRACTS 

28. Clause. GSA Form 2984, Value Incen t i ve  Clause (F ixed P r i c e  Supply 
~ o n t r a c t ) , i l l u s t r a t e d  by f i g .  2-28, i s  p rescr ibed f o r  use i n  a l l  
purchase orders o r  so l  k i t a t t o n s  f o r  suppl ies,  made by o r  f o r  PBS, and 
est imated t o  r e s u l t  i n  purchases f n  excess o f  $50,000. 

29. I n t e n t .  Dur ing construct ion,  i n i t i a l  o u t f i t t i n g ,  r e l o c a t i o n  o r  
ope ra t i on  o f  . f a c i l  i t i e s ,  PBS i s  occas iona l ly  au thor ized t o  procure 
f u r n i t u r e ,  f u rn i sh ings  , mater i  a1 s , and o the r  personal proper ty .  Whether 
f o r  Government-owned o r  leased f a c i l  i t i e s  i t  i s  des i red  t h a t  con t rac to rs  
have the  oppor tun i t y  t o  submit cos t  savings proposals on such supp l ies .  

19 and 20 
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I. INniNT AND OB1BCI1YES--This clause applies to any cat 
red~ction proposal (havinafta nfmrd to u a Value Change f h p a a l  a 
VCP) submitted after award by the Contrrctor for the purpocc of 
changing any requirement of thii contract. VCPs may be submitted only 
by Contractors holding current contracts and only for those items 
awarded to the Contractor. This clause docs not, however, apply to any 
such proposal unkss it is identified by the C o n ~ a .  at the time of its 
submission to the Contracting Ofhcer. u a proposal submitted pursuant 
to this clause 

1.1 VCPs contemplated uc those that would result in net savings to 
the Governmeat by proridii either: (1) a decreue in the axt of 
performance of this c o n M .  a;'(2) a d u c t i o n  in the cod of ummhip 
(hereinafter referred to u c d ) a t d  costs (u determined in d a n c e  
with paragraph 6 )  of the Go& provided by this contract, rcgardkss of 
acquisition casts. VCPs must result in savings without impairing any 
required functions and characteristics sucb as service life, reliabili, 
economy of operation. kvel of operational performance. urc of main- 
tenance. s t a n d a d i  features, athetics, fire pl'otection futures, and 
safety features, presently required by this contract. H-, wthing 
herein precludes the submittal of V W s  where the Contractor considers 
that the required functions a d  characteristics could be combined. 
d u d .  or eliminated. u being n o n ~ t ~ e n t i d  or excessive to t!! satisff.~ 
tory performance of the work involved. 

1.2 A VCP identical to one submitted under any other contract with 
the Contractor may also be submitted under this contract. 

1.3 Notwithstanding any other prwisions of thia contract regarding 
compuutiom for VCP,suchcomputations shall be based only on contract3 
entered into by General Services Administration. 

1.4 Reference is made to GSA Form 1424 (Rev. 2-75) Provi- 
sion 39, Patent Indemnity, delete subsentence "(a) the infrinp- 
ment results from compliance with specific written instructions of 
the Contracting Officer directing a change in the supplies to be 
delivered or services to be performed o r  in the materials o r  
equipment to be used or directing a manner of performance of the 
contract not normally used by the contractor." 

1.5 Cost data submitted by the contractor in support of the 
VCP shall comply with the requirements of Federal Procurement 
Regulations 41 CFR 1-15. Contract Cost Principles and P m -  
durts. 

2. SUBCONTRACTOR INCLUSION-The Contractor may in- 
clude the provisions of this clause, with a provision for sharing 
arrangements that meet or exceed the minimum percentage con- 
tained in paragraph 8.2, in all subcontracts in excess of $25,000, 
and, in any other subcontract which, in the judgment of the Con- 
tractor, is of such nature as t o  offer reasonable likelihood of value 
change proposals. At the option of each Subcontractor, this clause 
may be included in lower tier subcontracts. The Contractor may 
encourage submission of VCP's from Subcontractors; however. it 
is not mandatory that VCP's be submitted nor is it mandatory that 
the Contractor accept andlor transmit to the Government VCP's 
proposed by his Subcontractors. 

3. DATA REQWIWMWRLAs a minimum. the fdlowing information 
shall be submitted. by the Contractor with each VCP: 

3.1 A description of the difference between the existing contract 
requirement and the propod change. and the comparative dvantagcs 
and disadvantages of uch;  including justification where fuDaica a 
characteristic of the work is being reduced; 

3.2 Separate detailed cost estimates for both the existing contract 
requirement and the proposed change. and an estimate of the change in 
contract price including consideration of the costs of development and 
impkmentat~on of the VCP and the sharing arrangement set forth in the 
clause: 

3.3 An mimate of the effects the VCP would have on collateral costs 
(as determined in accordance with paragraph 6) to the Government, 
including an estimate of the sharing that the Contractor requests be paid 
by the Government upon approval of the VCP 

GENERAL SERVICES ADMINLSTRATlON 

3.4 Technical analysis in s u f f l c i  dctli to iden* .ad daaik ucb 
requimnent of the contract which must be changed if thc VCP b 
accepted. with mxmmcadatioa u to how to rcomplLh each such 
change, ud its efka oa ubchangsd work: 

3.5 A statement of the time by which approval of the VCP must be 
issued by the Govanmcnt to obtain the maximum cat n d u a i o a  tmhg 
any effect oa the contract ampleti time or ddirrrJ schtduk; lad 

3.6 1dentifif.h of lay p n r m s  snbmisrion of the VCP. i d d i r y  the 
dates submitted, the agencies invdrrd, the numbers of the CoraDwnt 
contracts involved. and tbe pmiour actions by the Govanmnh if 
known. 

4. PROCESSMG PROCBDuSLts-Si copies of crb VCP sbdl be 
submitted to the Contracting Ofiiccr. VCP's will be porased 
expeditiously; however. the Gorrrnment will not be Wk f a  an). dday in 
acting upon a VCP submittal purraant to this clause Tbc Can- 
may withdraw, in whok or in put, a VCP nd raplsd by the 
Government within the period rpeclhd the VCP. The Govrrnment 
shall notbeliubkfmVCPdrrrbpmcntcost intheascrhat a VCP is 
rejected or withdrawn. Tbc dc&on d the Contracting Officer 8s to the 
acceptance or rejectioa of a VCP under thin a m m  1111 be fi4 lad 
shall not be subject to the "Disputa" clause of this contr8ct. 

4.1 The Contracting Officer may modify a VCP, with the commence 
of the Contractor, to make it a p t a b k .  and the Contractor's share d l  
be based a0 the VCP 8s rmdi&d. 

4.2 Pending wrimcl 8cceptallccof a VCP in whok a in put. the 
Contractor shall remain obliiatcd to perform in d u u x  with the 
terms of the existing contract 

4.3 An approved VCP 1.11 become effective through written nobcz 
and/or issuance of an equitable adjustment in the m t r a c t  price and/a  
time of performance by a conam moditicatioa pursuant to the 
provisions of this clause buring a notation so stating. Whm an approval 
VCP also involves any other applicabk clause of this contract such u 
"Termination for Convenience of the Government," "Suspension of 
Work," or "Changes," then that clause shall be cited in d d i h  to this 
clause. 

5. COMPUTATIONS FOR CHANGE IN COST OF PERFORMAN- 
The Contractor shall prepare separate estimates f a  both the existing 
(Instant) contract requirrwnl and the poporcd change. Erh estiautc 
shall consist of an itcmited breakdown of d l  costs d the Cootractor and 
all Subcontractors' wort in sufficient detail to show unit qumtitics and 
total costs of Iaba. materid. omhud and equipmeat 

5.1 Contractor development lad implementation costs f a  thc VCP 
shall be inciuded in the estin18te f a  the proposed changc H m ,  these 
costs will not be allowabk if.they arc otherwise rcimburvbk as a d i  
charge under this contract. 

5.2 if the VCP m u t b  in a net reduction in contract price. Government 
costs cf processing or impkmentation of a VCP shall not be included in 
the estimate. 

5.3 If the difference in the estimates indicate a net reduction in 
contract price, the profit of the original cootract price rill remain the 
same and will not change as a result of the VCP. Ihc rrarlt8nt net 
reduction in contract am of perfonnarux shall be shad u stipubtd 
hereinafter. 

5.4 If the differme in the atimatu, u approval by the Governwnt 
indicate a net in- a d c a u s c  in contract price. the price W be 
adjusted by contract m o d k t i o a  

5.5 If the VCP is accepted by the Government the conwauor's 
share will be based upon the actual cost reduction applicable in 
this and other concurrent contracts to which the VCP is applied. 

6. COMPUTATIONS FOR COLLATERAL COSIS--'Ihe Contractor 
shall prepare separate estimates for collateral costs of both the existing 
requirement and the proposed change Each estimate shall & of an 
i t e m i d  breakdown of aU costs and the basis for the data used in the 
estimate. Cost benefits to the Government include. but are not limited to: 
reduced costs of operation. maintenance or repair. extended useful ur*ice 
life. replacement or future acquisition. log~stical support, rod reduction 
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in requirements for Gomnmrat furnlrhod property. I n c n u d  cdlrtrtd 
costr include the commr d such &ton. Compuudm rhrll be u 
follows: 

6.1 Colts shall be c h l a t c d  wer a l@year prlod on a unlfonn bosh 
for each estimate a d  shall Include the Contrack's best estimate of thr 
Gwernment's costs of p o c e u h g  or lalpkmcnting the VCP. 

6.2 If thc difference ia the estimates indkate a savinpl. the Conerrcta 
shall divide the multanl m o u n t  by 10 to &C at the a v a q e  anatul act 
c d l a t d  savings. 7 % ~  resultant savings shd be s h a d  u stlpal.tcd 
hmindter.  

6.3 The determination of the r u s o n ~ b k n e u  docability ud Ilkr- 
abiiity of cdlataal costs contained in the Cbtractor's estimates shall be 
made by the Contracting Oftim, In the k t  that agtccment annot  be 
reached on the amount of the ertimat;d collateral costs the Contracting 
Oficer shall ddcrmine the amount. In eitha case, the Contmcting 
Ofncer's decision will be Rn.1 and not subject to the provisions of the 
"Disputes" clause of thii contract. 

7. COMPUTATIONS FOR FUTLmE ACQUISITION%[f a VCP is 
accepted under this clause and used in futun rolicitation~ the Contractor 
will be paid a royalty share of savings realized by the General Senicer 
Administration on future purchases, dany. of items utilizing the VCP a 
on modifications made to other existing contracts to utilize the VCP 
within the royalty sharing period. 

7.1 To qualify for royalty sharing, the VCP must result in a unit price 
reduction for m item under this contract. The Contractor will be paid for 
the actual number of items purchased during, and limited to, the periods 
of time as follows; for indefinite quantity and tquinments  contracts, the 
next 12 month contract period following the expirdion of this COnhCt; 
or for definite quantity cantracts, any solicitation issued that utiliizes the 
VCP during the next 12 month period commencing with the date of 
niodification of this contract accepting the VCP. 

7.2 For p ~ ~ q w s a  of determining the Contractor's royalty oham the 
"unit price reduction" unda th'u contract u the Contracting Offlar's 
estimate of the effect which the VCP would have had on the Contrrrtor's 
cost of performance if the change h d  been included in the dgid 
specifications under this contnct (this estimate shall not take Into 
account any costs of dndoping or impkmenting the change). 

%. SHARING ARRANG-If a VCP h rccptsd by the 
Government. the C o a n r r a  b mtitled to share in instant and/or fature 
contract savings. a c d h t m l  rrviaga to the full e a m t  provided for 
in this clause. For the purpora of sharing under thb  clause. tbc term 
"instant contract" shdl not include any changes to or other modl- 
cations of thii C o n M ,  executed subsequmt to acceptance of the 
particular VCP. by r h i h  the Government increases the quantity of any 
item of work or adds my item of work. It shall not include any extension 
of the instant contract through exercise of an option (if my) provided 
under this contrret after acceptance of the VCP. Such actions shall be 
eligible for future acquisition savings. 

If a VCP accepted by the Government results in a net reduction incontract 
price. the Contractor is entitled to share in instant and future acquisition 
savings but not in collateral savings. If a VCP. accepted by the Govem- 
ment. results in a n a  increw in contract price, the Contractor shall sham 
in collateral savings. but not in future acquisition savings. In c a r  of .o 
apted  price mcrura ,  the cumnt  contract will be modified to allow for 
the increase in price phu the amount dlowtd for coll~terai savings for the 
remainder of the current (instant) contract period. The amount of sharing 
shall be at the ra ta  provided below. 

If the Contractor submits under this clause a proposal which is identical. 
or substantially similu, to one previously rmived by the Contracting 
Officer under a different contrrct with the Contractor for substantially 
the same terms and both proposals arc accepted by the Government. the 
Contractor shall share instant contract savings realized under this 
contract, pursuant to paragraph 8.1 of this clause, but he shall not share 
future acqu~sition savings. 

8.1 If the prime Contractor is solely responsible for the VCP. he shall 
receive Wo and the Government Wo of the net reduction in the cost of 
performance of t h ~ s  contract. 

8.2 If tbe aubcontmctor is mpotuible for r VCP mbmiUul 
&r this contmct, (hr Oovernmmt I h . U  d v e  a hd 50% d 
1&. net redudon in tbo cat d pedonnrnor with the r w n r i d ~  
50% d tba w t  reductlaa being lhued by tbe oontndor md the 
~,u.ctor. u cbcy m y  muhrrlly agree. 

9.1 The method for payment of Inrt.nt savings h u e s  shall be recomp 
lished by reducing the contract unit price by an mount  q u d  to the 
Government's sham of the savinp 

9.2 Payments for accepted VCPs involving price incrusa  and col- 
lateral sharing will be accomplished by adjusting the cumnt  contract unit 
price by the amount of the increw plus the i n c n w  as provided for in 
paragraph 8.3. All orden placed h e r  acceptance of the VCP will be paid 
for at the i n c d  unit price until expiration of the cumnt (Instant) 
contract. 

9.3 Payments for accepted VCP's involving price decteaser and royalty 
sharing will be arrompliihed by adjusting the cumnt  contnct unit price 
by the price d e c r r u a  a d .  if the cumnt  Contractor submitting tbc 
accepted VCP, receives the "future" contract, that unit price will be 
incrused, as provided for in paragraph 8.4. at the time of award for Lhe 
new contraci period. 

If a different Contr.ctor,,raxiva the future contract, the Contractor 
submitting the accepted VCP shd be pld, u prwidcd for In p a g r a p h  
8.4, by multiplying tbc savings by the number of units actudb purchusd 
by the Gwcrnment. In thk case, royalty sham dl be permitted to 
accumulate lad pail quutaly. 

10. DATA UESTRJCITON RIGfF1S--The Contractor may & the 
Government's right to use my rhect of a VCP a of thc s u p p o r t i ~  data. 
submitud pursuant to thii clause. ia reordance with the trnnr of the 
following kgmd if it b marked oa ersh such sbcet: 

The dam furnished pursuant to the Value Incentive C l a w  of 
contract shall not be discloccd outside tbe 
Government. or dupliitcd, uud, or dtrlorcd in whde a in part, f a  
any purpose other than to evaluate a VCP submitted under said 
clause. This rrsvicti doer not limit the Government's right to use 
information contained in this data if it is or h u  been obtained or b 
othenvkc avdabk,  from the Contractor or from another source. 
without limitations, nor, shall thn rrrtriction apply in any mpect 
after a period of two yeur from the date the VCP is submitted. If 
such a propoul is accepted by the Government under said contract 
m a  the use of thii data in such an evaluation the Government s h d  
have the right to duplicate, use. *ad disclose any data reasonably 
n e m s u y  to the full u t i l i t i w  of such propoul u rcccped, in any 
manner and for my purpose whatsoever, a d  have others s o d a  

In the event of rmptance  of a VCP the Contractor hmby grants to the 
Government all rights to use. dupliate or disc l~lh  in whok a in put, in 
any manner and for my p u p x c  whatsoever, and to have or to pennit 
others to do so. data rusonably n e m u r y  to fully utilize such proposal oa 
this and my other Government contract. 

In lieu of repeating the above legend. Contractors may use a refennce as 
follows on the appropriate sheet. "This sheet is restricted u provided in 
paragraph 10 of the Value Incentive Clause of Contract numkr  " 

*Contractor will insert the applicable contract number. 
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PART 1 . ADMINISTRATION 

1. S t a f f  support. Each procurement o f f i c e  sha l l  designate a cont rac t  
administ rat ion s p e c i a l i s t  t o  serve as the s ing le  p o i n t  of contact f o r  a l l  
Value Incent ive  clause ( V I C )  matters. Thi s  i nd i v j dua l  i s  he re ina f te r  
designated as the- '  Contract  Administ rat ion Value Special i s t  (CAVS) 

a. Before assignment o r  w i t h i n  s i x  months a f t e r  assignment the CAVS 
sha l l  receive Value Management (VM) t r a i n i n g  i n  a 40-hour workshop. I n  
addi t ion,  the CAVS s h a l l  have a minimum o f  16 hours o f  spec ia l ized t r a i n -  
i n g  i n  V I C  con t rac t  admin is t ra t ion.  

b. The CAVS s h a l l  be responsible f o r  performing the  fo l l ow ing  
funct ions i n  support o f  the  V I C  program: 

(1) Determining the need f o r  and arranging f o r  Government and 
contractor  t r a i n i n g  i n  proper use o f  the V I C ,  preparat ion o f  Value Change 
Proposal s (VCP' s)  , and processi ng procedures. 

(2)  At tending pre-award o r  post-award conferences t o  encourage 
contractor  p a r t i c i p a t i o n  and exp la in  proper u t i  1 i z a t i o n  o f  the V I C .  

(3) Screeni ng a1 1 VCP ' s f o r  completeness , v e r i f y i n g  accuracy of 
data submi t t e d  and expedi ti ng proposal processing. 

(4)  Preparing a1 1 status l e t t e r s ,  approval l e t t e r s  o f  d i r e c t i o n  
t o  proceed, and disapproval l e t t e r s  f o r  s ignature and re lease by the 
proper author i  ty. 

(5) Preparing a1 1 special program reports,  and i n i t i a t i n g  
appropriate awards and crossfeed b u l l  e t i  ns. 

2. Re1 at ionships w i  t h  the  contractor .  The f o l  lowing specia l  r e l a t i o n -  
ships sha l l  govern between a l  1 Government personnel and the cont rac tor  
f o r  the VM program. 

a. Verbal divulgence. Verbal divulgence o f  a VCP idea by the 
Contractor w i l l  no t  jeopardize the Cont rac tor 's  r i g h t  t o  h i s  f a i r  share - .  

of the savings on the  i n s t a n t  contract .  I n  fac t ,  Eontractors sha l l  be 
encouraged t o  sound ou t  the Government f o r  r e c e p t i v i t y  p r i o r  t o  expendi - 
t u r e  o f  e f f o r t  o f  prepar ing a complete submit ta l  where the e f f o r t  would 
be o f  major size. 

b. Recept iv i ty .  Generally, i n  a1 1 cases the cont rac tor  sha l l  be en- 
couraged t o  pursue h i s  proposal except where there i s  a r e a d i l y  apparent - . .  
c l ea r - cu t  technical  reason- f o r  disapproval. The technical  reason w i l l  be 
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comnunicated t o  the con t rac to r  a t  the t ime o f  nonrecept iv i  t y .  The con- 
t r a c t o r  w i  11 be advised t h a t  informal r e c e p t i v i t y  does no t  ensure f i na l  
approval bu t  merely ind ica tes  the Government's w i  11 ingness t o  research 
the  proposal i n  greater  depth. S imi lar ly ,  the cont rac tor  should be ad- 
v ised t h a t  nonrecept iv i  t y  does no t  preclude the con t rac to r ' s  r i g h t  t o  a 
formal submit ta l  o r  h i s  r i g h t  t o  a f a i r  c l imate  o f  review by a l l  Government 
personnel. 

c. F a i r  review. . A  . f a i r  c l imate o f  review w i  11 be a f forded the con- 
t r a c t o r  'For a l l  VCP!s. Contractors w i l l  be advised t h a t  on ly  a f t e r  ob- 
j e c t i v e  and impa r t i a l  review w i  11 a decis ion be made. However, t h i s  should 
no t  preclude ob ta in ing  reviews from p a r t i  a1 o r  unob jec t i  ve sources t o  
i d e n t i f y  reasons f o r  r e j e c t i o n  p r i o r  t o  making a f i n a l  dec is ion w i t h i n  the 
t o t a l  cos t  concept parameters o f  the program. 

3. Post-award conference. The CAVS sha l l  be i n v i t e d  t o  these conferences 
t o  review V I C  con t rac t  p rov i  sions, encourage p a r t i c i p a t i o n  and out1 i n e  
program procedures, i n t en t ,  data requirements , and benef i t s  . 
4. Subcontractor pa r t i c i pa t i on .  

a. The V I C  p rov is ions i n  ch. 2 requ i re  t h a t  the clause be incorporated 
i n t o  a l l  f i r s t - t i e r  subcontracts i n  excess o f  a given d o l l a r  value, e i t h e r  
$25,000 o r  $50,000. While i t  i s  not  economical t o  a u d i t  t h i s  requirement (: 
f o r  compliance, the Government must be responsive t o  complaints from 
subcontractors who have been del  i berate ly  excluded from VM pa r t i c i pa t i on .  

b. I n  add i t ion ,  these V I C  provis ions provide minimum sharing amounts 
f o r  fi r s t - t i e r  subcontractors who i n i t i a t e  VCP's. Before honoring t h i s  
sharing, the Government i s responsible f o r  ensuring t h a t  the contractual  
r e l a t i o n s h i p  between the prime and subcontractor does i n  f a c t  contain a 
V I C ;  and, t h a t  the shar ing arrangements are  proper. 

5. I n t e rp re ta t i on  o f  V I C .  The Central Of f ice Di rec tor ,  Value Management 
D i v i s i on  (PCV), i s  appointed t o  make f ind ings and recommendations t o  
con t rac t ing  o f f i  cers on any matter  o f  cont rac t  i n t e r p r e t a t i o n  concerning 
the V I C  t h a t  may be requested. 

6. Time extensions. Time extensions f o r  VCP's may be granted where nec- 
essarv. Note. however, t h a t  the V I C  s ta tes  t h a t  the Government w i l l  no t  
be l i i b l e  foreany delay i n  ac t ing  upon a VCP. Care must be exercised by 
a1 1 personnel hand1 i n g  VCP' s no t  t o  vo id  t h i s  p rov is ion  by creat ing a 
cons t ruc t i ve  change f o r  t ime extension. 

a. Indec is ion regarding a VCP can g ive  the con t rac to r  f a l s e  hopes 
whi 1 e the proposal i s brewing. Fa i lu re  t o  meet a contractor-requested 
deadl ine f o r  a dec is ion has caused claims f o r  t ime extension, espec ia l l y  
i f  the proposal i s  eventua l ly  approved. 
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b. I f  the  Government requ i res  more t ime t o  evaluate a  VCP, and the  
VCP appears t o  warrant  the  evaluat ion,  i t  i s  bes t  t o  ob ta in  a  t ime 
extension on the  con t rac to r ' s  o f f e r  o r  g r a n t  him one on the  con t rac t .  
However, cons idera t ion  o f  extending c o n t r a c t  completion t ime must inc lude,  
as a c o l l a t e r a l  cos t  t o  the  Government, t he  cos t  impacts o f  such a  t ime 
extension.  

c. VCP's t h a t  i nvo l ve  c o r r e c t i n g  design de f i c i enc ies ,  f o r  example, 
can i n v o l v e  t ime extension f o r  reasons o t h e r  than value management. 
Approval o r  d isapproval  o f  t h i s  type o f  VCP has no bear ing on whether 
o r  n o t  a  tie extension i s  granted. 

d .  Conversely, VCP p a r t i c i p a t i o n  can avoid t ime extensions t h a t  
waul d otherwise be requi red.  And, i f  s i g n i f i c a n t  reduct ions i n  con t rac t  
p r i c e  o r  e f f o r t  r e s u l t  from VCP p a r t i c i p a t i o n ,  Cont rac t ing  O f f i c e r s  should 
be aware o f  the  p o t e n t i a l  t o  reduce the  scheduled complet ion t ime. 

7. Buy American Ac t  (41 U.S.C. March 3, 1933). I n  o rder  t o  p revent  the  
V I C  f rom being used as a  device f o r  c i rcumvent ing the  Buy American Act,  
care s h a l l  be-taken n o t  t o  accept VCP's o f f e r i n g - t h e  s u b s t i t u t i o n  of 
f o r e i g n  ma te r ia l  f o r  domestic m a t e r i a l ,  bo th  o f  which meet s p e c i f i c a t i o n s .  
Fore ign ma te r ia l  may be acceptable under a  VCP o n l y  i f  i t s  use i s  caused 
by a techn ica l  change t o  a  con t rac t  requirement o r  a  c l e a r l y  super io r  
p roduct  i s  o f fe red ,  and i f  the f a c t s  a re  such t h a t  t he  Cont rac t ing  
O f f i c e r  can (and does) make a F ind ing  and Determinat ion, under e i t h e r  
bas is  s p e c i f i e d  i n  the  Ac t  f o r  p e r m i t t i n g  an add i t iona l  except ion  t o  the  
p r o h i b i t i o n  aga ins t  non-domestic products.  

8. S u b s t i t u t i o n  o f  mater ia ls .  Proposals t o  s u b s t i t u t e  d i f f e r e n t  
m a t e r i a l s ,  aquiynent,  o r  systems a r e  v a l i d  as VCP's when o f f e r e d  under 
the  V I C ,  r e s u l t '  i n  a -sav ings  t o  the  Government, and are t e c h n i c a l l y  
acceptable. 

9. Inspect ion  and guarantees. Once a  VCP i s  c o n t r a c t u a l l y  approved, i t  
becomes sub jec t  t o  a l l  o the r  p rov i s ions  o f  t he  con t rac t  s i m i l a r  t o  any 
o the r  change order .  The cont rac tor  i s  s u b j e c t  t o  i nspec t i on  f o r  workman- 
ship, performance, and tes ts .  He i s  respons ib le  f o r  c o r r e c t i o n  o f  de fec ts  
and meeting a l l  con t rac t  warrant ies and guarantees f o r  changes approved 
under VM. For a l l  p r a c t i c a l  purposes, once a  VM change i s  approved i t  
loses i t s  i d e n t i t y  and becomes as much a  p a r t  o f  the  con t rac t  as any o the r  
p a r t .  

10 t h r u  15. Reserved. 

3 and 4 
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PART 2. PROCESSING 

16. VCP r e c e i p t .  The V I C  requ i res  the  c o n t r a c t o r  t o  submit h i s  VCP t o  
the  Cont rac t ing  O f f i c e r  o r  h i s  Duly Authorized Representat ive (DAR) . 
Wi th in  PBS the-DAR i s  most l l k e l y  t o  be a cons t ruc t i on  manager, con- 
s t r u c t i  on engi neer, b u i  1 d i  ngs manager o r  r e a l  ty soeci a1 i s t  dependi nq on 
the  c o n t r a c t  type and amount. 

a. Upon r e c e i p t  o f  a VCP, the DAR s h a l l  imned ia te ly  forward copies 
t o  the  CAVS. Then he s h a l l  review i t  f o r  completeness. The proposal 
shoul d i n c l  ude Snformat i  on regarding each o f  t h e  s i x  data e l  ements 
mentioned i n  the  V I C .  I t  should recommend a s p e c i f i c  cont rac tua l  
mod i f i ca t i on ,  making a s p e c i f i c  d o l l a r  o f f e r .  

b. The DAR s h a l l  seek add i t i ona l  i n fo rma t ion  o r  c l a r i f i c a t i o n  of 
in format ion,  i f  necessary, f rom the  con t rac to r .  The DAR s h a l l  forward 
t o  the  CAVS h i  s  recomnendations regarding approval . The DAR s h a l l  
i n d i c a t e  i n  h i s  t r a n s m i t t a l  l e t t e r  i f  e f f o r t  i s  i n  progress t o  secure 
a d d i t i o n a l  data from t h e  Contractor.  

c. VCP's may be assigned an i d e n t i f y i n g  number a t  t he  t ime of 
r e c e i p t  i n  accordance w i t h  e x i s t i n g  procedures f o r  a1 1 c o n t r a c t  changes 
except t h a t  a " V "  s h a l l  be placed imnediate ly  preceding t h e  number t o  
f a c i l i t a t e  i d e n t i f y i n g  i t  as a VCP act ion .  

d. Approval o r  d isapproval  a u t h o r i t y  f o r  VCP's s h a l l  be exerc ised 
s o l e l y  by Cont rac t ing  O f f i c e r s  w i thout  rede l  egat ion. 

17. Review responsi b i  1  i t y  . Regions must make every reasonable attempt 
t o  eva lua te  thoroughly every promising VCP submit ted by a cont rac tor .  
The e x t e n t  o f  such eva lua t i on  should be comnensurate w i t h  the  value of 
t he  VCP on both t h e  i n s t a n t  cont rac t  and any o t h e r  p o t e n t i a l  app l i ca t i on .  

a. CAVS. The CAVS s h a l l  conduct a p r e l i m i n a r y  techn ica l  eva lua t ion  
of the  VCP t o  prevent  wast ing  the t ime o f  o thers  on a t o t a l l y  unacceptable 
o r  incomplete proposal.  He s h a l l :  

( 1 )  Ensure t h e  VCP meets the  i n t e n t  and ob jec t i ves  o f  t h e  
con t rac to r  VM program, 

(2 )  Take app rop r ia te  steps t o  seek a d d i t i o n a l  data o r  c l a r i f i c a t i o n  
o f  data as necessary, and 

(3)  Forward p o t e n t i  a1 l y  acceptable VCP I s  t o  appropr ia te  
orqani za t ions  f o r  concur ren t  review. 

b. Arch i tec t -eng ineer  (A-E). A - E n s  should be requested t o  comment on 
a1 1 VCP's under t h e  terms o f  t h e i r  design c o n t r a c t  when app l icab le .  They 
should be adv ised t h a t  t he  Government i s  g i v i n g  favorable.  cons idera t ion  - 

t o  the  proposal , and requested t o  respond by a dead1 i ne date. 
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c. C l i e n t  agency. C l i e n t  agencies should beasked t o  commenton 
VCP's from an operat ional  p o i n t  o f  view when appl icable.  They should be 
encouraged t o  respond by a deadline date i n  order t o  maximize t h e i r  
savings on the idea. 

d .  Construct ion Management D iv is ion (CMD) . The CMD i s responsi b l  e 
for  prov id ing the  techn ica l  evaluat ion o f  the proposal . They s h a l l  : 

(1 ) Review con t rac to r  calculat ions and/or perform requi red 
ca lcu la t ions t o  ver i - fy  adequacy o f  the proposed change o r  support reasons 
for  disapproval ; 

( 2 )  Review the cost  estimates covering changed work o f  the 
i n s t a n t  con t rac t  t o  insu re  they provide a reasonable basis f o r  i ssu ing  a 
d i  r ec t i on  t o  proceed; and 

( 3 )  Review VCP's f o r  possible r i p p l e  e f f e c t  on trades or 
systems no t  d i  r e c t l y  invo lved i n  the proposal. These areas should be 
i d e n t i f i e d  and taken i n t o  account t o  avoid f u t u re  r e l a t ed  cont rac tor  
claims. 

e. Bui 1 dings Management D iv is ion (BMD) . The BMD i s  responsib le f o r  
prov id ing techn ica l  eva luat ion o f  a l l  VCP's  from the l i f e  cyc le  ownership, 
and the F i r e  and accident  prevent ion points o f  view. They s h a l l  : 

(1 ) Provide techn ica l  comment as t o  the acceptabi 1 i t y  o f  the VCP, 

( 2 )  Review the cont rac tor 's  claimed c o l l  a t e ra l  savings f o r  
acceptabi 1 i t y  , 

(3) I d e n t i f y  o the r  co l l a t e ra l  fac to rs  not  covered i n  the 
con t rac to r ' s  proposal , and 

(4)  Provide the Government estimate o f  c o l l a t e r a l  savings on 
which t o  base the con t rac to r ' s  saving share. 

f .  Space Management D iv i s ion  (SMD). The SMD i s  responsible f o r  
reviewing a1 1 VCP's which impact on the assignment, d i s t r i b u t i o n ,  
u t i  1 i zat ion o r  scheduled avai 1 a b i l i t y  o f  space. 

g. Federal P ro tec t i ve  Service D iv i s ion  (FPSD) . The FPSD i s  
responsible f o r  reviewing a l l  VCP's which impact on guarding and 
secur i  ty sys tern i n s t a l  1 a t i on .  

18 Decision process. The CAVS sha l l  receive, consol i date and eval uate 
a l l  review comments. He s h a l l  take appropriate ac t ion  t o  resolve a l l  
adverse review comments when t h e i r  reso lu t ion would make an otherwise 
unacceptabl e VCP acceptable. 
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a. Whenever comments cannot be r e s o l  ved, and the  CAVS be1 i eves t h a t  
approval would be i n  t he  b e s t  i n t e r e s t  o f  t he  Government, t h e  VM Board 
s h a l l  hear t h e  reasons f o r  d isapproval  and s h a l l  submit i t s  recomnendation 
t o  the  Con t rac t i  ng O f f i  cer .  

b. P r i o r  t o  a dec i s ion  t o  disapprove a VCP the CAVS and/or VM Board 
s h a l l  i nsu re  t h a t  cons ide ra t i on  has been g iven t o  the fac to rs  shown i n  
f i g .  3-18. 

c.  The CAVS s h a l l  prepare t h e  proper  approval o r  disapproval l e t t e r  
and coordinate i t  f o r  s igna tu re  o f  t h e  Cont rac t ing  O f f i c e r .  

Consider whether t h e  VCP; 

Can be accepted i n  p a r t  r a t h e r  than re jec ted  i n  whole, 

Can be mod i f i ed  t o  be made acceptable, 

Would be a v a l i d  i tern f o r  research, 

I s  being r e j e c t e d  because i t  i s  p rop r ie ta ry ,  

I s  being r e j e c t e d  f o r  l a c k  o f  funds, o r  

I nhe ren t l y  c o r r e c t s  a con t rac tua l  de f ic iency .  
i 

Figure  3-18. Factors t o  cons ider  be fore  disapproval o f  a VCP. 

19. Processing time. Processing t ime f o r  a l l  VCP act ions must be h e l d  t o  
a bare minimum. Guidel ines f o r  processing VCP's s h a l l  be 30 calendar 
days. No proposal s h a l l  exceed t h i s  t ime 1 i m i t a t i o n  w i thout  t h e  Cont rac tor  
rece i v ing  a s ta tus  l e t t e r .  I n  o r d e r  t o  meet t h i s  t ime l i m i t a t i o n  i t  i s  
suggested t h a t  processing t ime be scheduled as shown i n  f i g .  3-19. 

F i e l d  revfew 
m a i l i n g  

4 days 
2 days 

I CAYS rev iew 2 days 
mai 1 i n g / r o u t i  ng 2 days 

Concurrent t echn i  ca l  rev iew 9 days 
mai 1 i n g / r o u t i n g  2 days 

( Reso lu t ion  o f  conunents 6 days 

I Decis ion l e t t e r  3 days 
30 days 

1 
F igu re  3-19. VCP processing t ime 
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20. Status l e t t e r .  I n  the event t h a t  the ta rge t  PBS processing time or 
the decis ion date requested by the cont rac tor  cannot be met, the 
cont rac tor  sha l l  be n o t i f i e d  i n  w r i t i ng .  The CAVS sha l l  prepare a s ta tus  
l e t t e r  f o r  s ignature by the Contract ing O f f i ce r  t h a t  (1 ) acknowledges 
r e c e i p t  o f  the VCP, (2) i nd ica tes  why and where h i s  proposal i s  delayed, 
and (3) gives an expected decis ion date. 

21 . VCP approval . The normal means o f  approving VCP' s sha l l  be by f i n a l  
1 ump-sum cont rac t  modi f i cat ion.  In those i nstances where mutual agreement 
cannot be reached on the amount o f  con t rac t  p r i ce  adjustment f o r  the 
changed work and the c o l l a t e r a l  savings o r  on time extension i n  time t o  
avoid delay i n  job progress, the Contract ing O f f i c e r  may issue a l e t t e r  
accepting a VCP ( i n  whole o r  i n  pa r t )  and d i r ec t i ng  the cont rac tor  t o  
proceed w i t h  the accepted VCP p r i o r  t o  execution o f  the formal cont rac t  
modi f ica t ion.  I n  such event, Contract ing Of f i ce rs  sha l l  use a l e t t e r  
format s i m i l a r  t o  t h a t  i l l u s t r a t e d  by f i g .  3-21, t o  permi t  implementation 
o f  approved VCP's a t  the e a r l i e s t  t ime possible. The l e t t e r  o f  d i r e c t i o n  
sha l l  contain the f o l l ow ing  minimal data: 

a. I d e n t i f i c a t i o n  o f  the change t o  bemade. A sho r t  desc r ip t ion  o f  
the basic subject  mat ter  changed and referenced t o  the con t rac to r ' s  
s p e c i f i c  proposal i s  s u f f i c i e n t .  

b. When appl icable,  i t  should document any mutua l ly  agreed upon 
c l a i  r i f i c a t i o n s  o r  modi f ica t ions t o  the technical  content  o f  the 
con t rac to r ' s  VCP. 

c. It sha l l  conta in  a statement l i m i t i n g  the e f f e c t  on p r i c e  o f  
the i n s t a n t  con t rac t  such as: 

(1) Approval i s  based upon a c r e d i t  o f  no t  l e s s  than $XXX t o  
work under t h i s  contract ,  subject  t o  upward negot iat ion,  and sharing i n  
accordance w i t h  the prov is ions o f  the Value Incent ive  Clause o f  t h i s  
cont rac t .  

(2) Approval i s  based upon an increase i n  con t rac t  p r i c e  o f  no t  
more than $XXX t o  work under t h i s  contract ,  subject  t o  downward negot ia t ion 
i n  accordance w i t h  the equ i tab le  adjustments and Value Incen t i ve  Clause o f  
t h i s  contract .  

(3) Approval i s  based upon no change i n  con t rac t  p r i c e  o f  work 
t o  be performed under t h i s  contract .  

d. It sha l l  conta in  as ta tement  regarding t h e o b l i g a t i o n o f  
c o l l a t e r a l  sharing a t  the time o f  VCP acceptance such as: 

(1 ) Government computation o f  c o l l  a te ra l  savings ind icates  a 
one year average ne t  savings o f  $XXX,  t o  be shared i n  accordance w i  t h  
the Value Incent ive  Clause o f  t h i s  cont rac t .  
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UNITED STATES OF AMERICA 

GENERAL SERVICES ADMINISTRATION 

Public Buildings Service 
Worhington, DC 20305 

General Contractor 
Anywhere, U.S.A. 

Gent 1 men : 

IN REPLY REFER TO: 
DATE: July 20, 1971 
CONTRACT NO. : 71 -88888 
MODIFICATION NO.: V123 
PROJECT TITLE: Any F.O.B. 

Your VCP, dated Ju ly  4 ,  1971, proposing the subst i tu t ion of f i b e r -  
glas lavator ies f o r  v i t reous china lavator ies under the above 
contract i s  approved subject t o  the f o l  lowing conditions: 

a. Lavatories i n  washrooms f o r  maintenance personnel w i l l  no t  be 
changed. The Government w i  11 have the r i g h t  t o  select  co lors 
o f  the f i  berglas lava tor ies  from the manufacturer's standard 
stock. The contractor  w i l l  submit c e r t i f i c a t i o n  o f  product 
compl i ance wi t h  ASNI Code K66.7. 

b. Approval i s  based upon a c red i  t o f  not  1 ess than $9,328 t o  work 
under t h i s  contract ,  subject  t o  upward negotiation, and sharing 
i n  accordance w i t h  the provis ions o f  the Value Incentive Clause 
o f  t h i s  contract. 

c. The contractor 's  estimate o f  co l l a t e ra l  impact amounting t o  a 
one year average savings o f  $3,900 i s  deemed reasonable, subject 
t o  fu r ther  review and sharing i n  accordance w i th  the provisions 
o f  the Value Incent ive Clause o f  t h i s  contract. 

d. Approval i s  based upon no change i n  contract time f o r  completion. 

Accordingly, you are d i rec ted  t o  proceed w i th  the change. You wi 11 
be n o t i f i e d  i n  the near fu tu re  regarding f i n a l  negotiat ions and con- 
sumnation o f  t h i s  approval by formal modi f icat ion t o  the contract .  

Sincerely, 

John Jones 
Contracting O f f l ce r  

Copy to: 
CAVS 
Contract F i l es  
Archi tect-Engi neer 

Etc. 

K e e p  Freedom in Your Future W i t h  V.S. Sacinjs  Bonds 

Because of the variations in the subject matter, a form shall not 
be printed, reproduced, or stocked by the Central Office or regional 
offices for this purpose. 

Figure 3-21. Sample PDL le t ter  of direction 

9 
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(2) Government computation of co l  1 a te ra l  costs i nd i  cates no 
tang ib le  savings e x i s t  as a r e s u l t  o f  t h i s  VCP. 

(3) The cont rac tor  ' s estimated co l  1 a t e r a l  impact amounti ng t o  
a one year average savings of $XXX i s  deemed reasonable, sub jec t  t o  
f u r t h e r  review and shar ing i n  accordance w i t h  the prov is ions o f  the 
Value Incent ive  Clause o f  t h i s  contract .  

e. It s h a l l  conta in  a statement regarding completion t ime such as: 

(1) ~ ~ ~ r o v a l  i s  based upon no change i n  schedule f o r  completion 
o r  occupancy. 

(2)  Approval i s  based upon a reduct ion i n  schedule f o r  
compl e t i  on o r  occupancy o f  XXX days. 

(3)  Approval i s  based upon a maximum increase i n  schedule f o r  
completion o r  occupancy o f  XXX days. 

f. When app l icab le  i t  sha l l  i J e n t i f y  the date o f  exp i r a t i on  o f  
r o y a l t y  shar ing per iod and per t inen t  u n i t  p r i c e  reduct ion t o  be used as 
a basis f o r  f u t u r e  payments, a l l  subject t o  f u r t h e r  negot ia t ion.  

22. Contract mod i f i ca t ion .  A l l  VCPis sha l l  be incorporated i n t o  the 
con t rac t  by an amendment o r  supplemental agreement. A1 1 such documents 
f o r  VCP's sha l l :  

a. C i t e  t h a t  the amendment o r  supplemental agreement i s  pursuant 
t o  the V I C  o f  the  contract .  

b. C lea r l y  show the i ns tan t  contract  and c o l l a t e r a l  savings as we l l  
as the ne t  increase o f  decrease i n  contract  p r i c e  f o r  each s p e c i f i c  VCP 
o r  u n i t  p r i c e  reduct ion i f  appl icable, and the exp i r a t i on  date o f  r o y a l t y  
payment i f appl i cab1 e . 
23. VCP disapproval.  VCP disapproval sha l l  be by l e t t e r  t o  the contractor .  
The manner i n  which a proposal i s  re jec ted i s  extremely important  i n  f i x i n g  
the con t rac to r  I s  a t t i  tudev toward fu tu re  program pa r t i c i pa t i on .  For t h i  s  
reason, the f o l  1 owing requirements sha l l  govern issuance o f  disapproval 
l e t t e r s  : 

a. The l e t t e r  sha l l  inc lude su f f i c i en t  s p e c i f i c  reasons f o r  
d i  sapproval . Acceptable reasons must i nvol ve some s p e c i f i c  techn ica l  , 
operat ional  , o r  economical area. General statements such as those shown 
i n  f i g .  3-23.1 are no t  acceptable. 

b. The l e t t e r  should reveal a l l  known object ions t o  the proposal 
the f i r s t  t ime so t h a t  the contractor  does not  waste t ime s a t i s f y i n g  
those reasons on l y  t o  have i t  disapproved a second t ime f o r  d i f f e r e n t  
reasons. 
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-I____- --____ --------- 
i 
! 

"There i s  no t ime t o  rev iew it." I 1 

I "It v i o l a t e s  a design manual o r  guide spec i f i ca t i on . "  1 
I "The user d i s l i k e s  it." 
I I 

I 

"We have no funds t o  accept it." * 
I 
i 
i " I t  i s uneconomical . " 

F igure  3-23.1 Unacceptable reasons f o r  d i  sapproval 

c. The l e t t e r  should thank the  c o n t r a c t o r  f o r  h i s  presentat ion,  
and i t  should convey t h e  impresslon h i s  proposal was c a r e f u l l y  con- 
sidered. To ensure t h i s ,  i t  should be p e r s o n a l l y  signed and should n o t  
be a form l e t t e r .  Care should be taken t o  word the  c l o s i n g  paragraph 
t o  f i t  t h e  s i t u a t i o n .  

d. A sample l e t t e r ,  conveying the  above requirements, i s  shown i n  
f i g .  3-23.2. 

24. Reconsiderat ion. Contractors should be permi t t e d  t o  request  
recons ide ra t i  on of t h e  spec i f i cs  o f  a d l  sapproval l e t t e r .  The r a t i o n a l e  
f o r  d isapproval  cou ld  have been caused by f a i l u r e  of t he  con t rac to r  t o  
f u l l y  communicate a l l  t h e  specifics of h l s  proposal .  He cou ld  a l s o  make 
a counter proposal t o  e l i m i n a t e  the  reasons f o r  disapproval thereby making 
i t  acceptable. Reconsiderat ion of a VCP should n o t  be feared by  Govern- 
ment employees. It i s  more des i rab le  t o  f r e e l y  communicate ob jec t i ons  
concerning a proposal between Government and c o n t r a c t o r  r a t h e r  than spend 
a long t ime researching the  v a l i d i t y  o f  reasons f e r  disapproval merely 
t o  s o l i d i f y  a p o s i t i o n .  

25 .  Disputes,  and appeals, The V I C  p rov ides  t h a t  the  con t rac to r  cannot 
d ispute the  dec is ion  t o  accept o r  r e j e c t  a VCP. Also, he cannot d ispute  
the  Government ' s  computation o f  co l  1 a t e r a l  costs o r  sav i  ngs . However, 
Re can d ispute  and appeal t h e  f o l l o w i n g  mat te rs :  
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UNITED STATES OF AMERICA 

GENERAL SERVICES ADMINISTRATION 

Public Buildings Service 
Wcuhington, DC 20905 

General Contractors I N  REPLY REFER TO: 
Anywhere, U.S.A. DATE: JULY 20, 1971 

CONTRACT NO : 71 -88888 
Gent1 emen: 

Your VCP, dated July 4, 1971, proposing the subs t i tu t ion  o f  fi berglas 
lava tor ies  f o r  v i t reous china lava tor ies  has been carefu l  l y  evaluated. 
Unfortunately, i t  cannot be accepted f o r  the fo l lowing reasons: 

a. The res inated compound o f  f iberg las  of fered has a f l ash  po in t  
o f  165 degrees F. I n  the eventual i ty  o f  the mater ia l  becoming 
consumed i n  a bu i ld ing  f f  re, there i s  a 1 i kel  i hood t ha t  poi sonous 
gases would be released. This would impair safe egress o f  
bu i l d i ng  occupants and f i r e  f i gh t i ng .  

b. The product does not  have a U.L. r a t i n g  or c e r t i f i c a t i o n  o f  
compl i ance w i t h  ANSI Code K66.7. 

I encourage your continued in te res t  i n  our value management program 
and thank you for  your par t i c ipa t ion  t o  date. 

Sincerely, 

Copy to :  
CAVS 
Contract F i l es  
Contract ing Of f i ce r  
Archi tect-Engineer 

Etc. 

e&pJ"o* 

Q 5 y&%3 
3 *J 

'+6 - !Q* Keep Freedom in rour =.tture With I; S.  Savings Bonds 

Because o f  the  v a r i a t i o n s  i n  the sub jec t  mat te r ,  a  form s h a l l  n o t  
be p r i n ted ,  reproduced, o r  stocked by the  Cent ra l  O f f i c e  o r  reg iona l  
o f f i ces  f o r  t h i s  purpose. 

F igure  3-23.2. Sample d isapproval  l e t t e r  
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a .  I n t e r p r e t a t i o n  o f  the  V I C ,  

b .  Sett lement and n e g o t i a t i o n  o f  cost  f o r  work under the instant 
cont ract  f o r  approved VCP's ,  and 

c .  Extension o f  t ime f o r  completion. 

26 thru 30. Reserved. 

13 and 14 
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PART 3. COMPUTATIONS 

PBS P 8020.2 

31 . Est imat ing method. Savings a r e  computed by i t e m i z i n g  the  t o t a l  
d i r e c t  cos ts  o f  the  c o n t r a c t  requi rement  o r  method and the  proposed new - - 

requirement o r  method. The V I C  ' r equ i res  two separate est imates bo th  f o r  
i n s t a n t  con t rac t  savings o r  increases and f o r  c o l l a t e r a l  savings. Mere 
d i f f e rences  between scope, s ize ,  q u a n t i t y ,  u n i t  p r i c e s  o r  t o t a l  cos ts  a r e  
n o t  acceptable. . D i r e c t  cos ts  must be i temi zed. 

32. Markup percentages. 

a. P r o f i t .  The Government does n o t  rece i ve  p r o f i t  as a  c r e d i t  f o r  a  
VCP from either prime con t rac to rs  o r  subcontractors.  An t i c i pa ted  p r o f i t  
on the  bas ic  con t rac t  i s  untouched; o therw ise  i t  would penal ize the  con- 
t r a c t o r  f o r  h i s  vo lun ta ry  suggest ions t o  reduce cos t .  P r o f i t  i s  al lowed, 
however, on work t o  be performed by a  new subcontractor  o r  new supply 
source when brought i n t o  the  c o n t r a c t  pursuant  t o  a  VCP. P r o f i t  i s  a l s o  
al lowed the  prime con t rac to r  on any increased c o s t  t o  the  i n s t a n t  con- 
t r a ~  t . 

b. Overhead. Overhead should n o t  be r e f l e c t e d  i n  e i t h e r  es t imate  
where there  i s  a  reduc t i on  i n  subcont rac tor  o r  prime con t rac to r  p r i c e .  
Normally overhead i s  n o t  reduced due t o  c o n t r a c t o r  VM p a r t i c i p a t i o n  and, 
the  d i f f e r e n c e  i n  overhead l o s t  on the  c r e d i t  t o  be received by t h e  Govern- 
ment f o r  a  VCP i s  normal ly  much l e s s  than the  r i s k  a  con t rac to r  takes i n  
program p a r t i c i p a t i o n .  However, an increase o r  payment o f  addi t i o n a l  
overhead i s  permi t ted  on work performed by a new subcontractor o r  a  new 
supply source when brought  i n t o  t h e  c o n t r a c t  pursuant t o  a VCP. Overhead 

. .  - 

i s  a1 so a1 lowed the  prime c o n t r a c t o r  on any increased cos t  t o  t he  i n s t a n t  
cont rac t .  

c. Bond. P r imar i  l y  appl i c a b l e  t o  cons t ruc t i on  contracts,  and serv- 
i c e  and term cont rac ts ,  costs f o r  bonding c r e d i t s  o r  add i t i ons  should n o t  
be included. 

d. Financing charges. When appl i cable  under the  i n s t a n t  con t rac t ,  
savings o r  increases i n  i n t e r e s t  o r  o t h e r  f i nanc ing  charges should be 
r e f l e c t e d  i n  the ca l cu la t i ons .  When such b e n e f i t s  do n o t  accrue t o  t h e  
app rop r ia t i on  used t o  pay t h e  c o n t r a c t o r  under t h e  i n s t a n t  con t rac t  then 
they should p rope r l y  be taken i n t o  cons ide ra t i on  under c o l l  a t e r a l  c o s t  
( l i f e - c y c l e - c o s t )  c a l c u l a t i o n s .  

33. Development and implementat ion cos t .  I n  accordance w i t h  the  V I C ,  
these con t rac to r  costs are added t o  t h e  c o s t  o f  the  proposed change. 
Development costs are those cos ts  t h a t  t he  con t rac to r  w i l l  l ose  if the  
proposal i s  re jec ted .  Implementat ion cos ts  a re  those costs t o  be p a i d  
the  cont rac tor ,  f o r  work performed by him, i f  t h e  proposal i s  approved. 
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The on ly  costs a l lowable are  those costs i d e n t i f i a b l e  by the cont rac tor  
f o r  the development and implementation o f  a s p e c i f i c  VCP, no t  f o r  h i s  cost  
i n  program p a r t i c i  p a t i  on under the contract.  

34. Government costs. Government costs o f  processing and/or implementing 
VCP's sha l l  no t  be inc luded i n  the estimate o f  costs f o r  i n s t a n t  cont rac t  
work. These costs sha l l ,  however, be used i n  the computations f o r  c o l l a t -  
e ra l  costs and i n  the decision-making process o f  the Government regarding 
whether t o  accept o r - r e j e c t  a VCP. It i s  essent ia l  t h a t  con t rac t  negot i -  
a to rs  understand the r a t i o n a l e  f o r  t h i s  provis ion:  

a. Keep i n  mind the f a c t  t h a t  i n  essence, the con t rac to r  already has 
a l l  the Government money under the terms o f  our con t rac t  w i t h  him (by 
ob l i ga t i on ) .  

b e  The con t rac to r ' s  VCP i s ,  i n  theory, h i s  o f f e r  t o  r e tu rn  some o f  the 
aoney given him by the Government, t o  the ~overnment (by c r e d i t  o r  
reduct ion o f  our ob l i ga t i on )  . 

c. The bes t  Government pos i t i on  i s  t o  subt rac t  nothing from the 
c r e d i t  the cont rac tor  o f f e r s .  I n  tha t  way the Government maximizes the 
share i t  receives which should be i t s  object ive.  Fig. 3-34 i l l u s t r a t e s  
a common s i t u a t i o n  which f requen t l y  occurs. 

I NEGOTIATING CASE HISTORY 

The cont rac tor  submits a VCP claiming $10,000 savings. 
He wants a $5,000 share. 

Not t o  be taken, a sharp Government representa t ive  says, 
"Oh no! That idea doesn't  save $10,000! ! It costs us 
$1,000 t o  process a change order. I won ' t  g ive him h a l f  
o f  $10,000 when the - t r u e  savings are on l y  $9,000. The 
most h e ' l l  ever ge t  from me i s  $4,500!" 

Therefore, the Government proceeds t o  reduce the ne t  
savings t o  $9,000 before sharing w i th  the cont rac tor .  

The Resul t  - The Government receives a $4,500 c r e d i t  t o  the contract .  Had 
the Government l e f t  wel l  enough a1 one, i t  would have receivec 
a $5,000 con t rac t  reduction. 

The Moral - Do no t  be b l  i nded by how large the cont rac tors  share i s .  
Look a t  i t  from the other po i n t  o f  view. 

Figure 3-34. A negot iat ing p i t f a l l  

Ch 3-33 16 
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35. Co l l  a t e r a l  costs. C o l l a t e r a l  cos ts  i n c l u d e  any cos t  parameter t h a t  
can be q u a n t i f i e d  and expressed i n  terms o f  d o l l a r  impact. To t h i s  end, 
t he  on l y  guidance t h a t  can be g iven t o  the  es t imator  o f  c o l l a t e r a l  cos ts  
i s  t o  remember i t  i s  j u s t  an est imate.  It need n o t  be prec ise  -- i t  need 
o n l y  be reasonable. The f u n c t i o n  o f  t h e  c o l l a t e r a l  cos t  est imate i s  t o  
enable management t o  make a  value judgement regard ing  the  acceptabi 1 i t y  of 
the  VCP. I f  i t  i s  good enough t o  be the  basi  s  f o r  a  management dec i s ion  
then i t  wi  11 be acceptable t o  be used as a  bas i s  f o r  rewarding the  
con t rac to r  should -a c o l  1  a t e r a l  sav i  ngs r e s u l  t . Estimates should be made 
on a  cos t  b a s i s ' f o r  those p o r t i o n s  of t he  work i nvo l ved  o r  impact on c o s t  
of ownership being provided under the  i n s t a n t  con t rac t .  Benef i ts  r e -  
su l  t i n g  f rom a p p l i c a t i o n  o f  t h e  VCP t o  o the r  con t rac ts  o r  PBS standards 
and c r i t e r i a  a re  important  and should be noted, b u t  they should n o t  be 
inc luded i n  the  f i g u r e s  used t o  c a l c u l a t e  t h e  c o n t r a c t o r ' s  share. 

a. Government costs.  Government cos ts  a t t r i b u t a b l e  t o  imp1 ementi ng 
and processing a  s p e c i f i c  VCP should be recovered by adding them t o  t h e  
c o l l a t e r a l  costs o f  the  proposed change. Such costs should be s p e c i f i  - 
c a l l y  i d e n t i f i a b l e  t o  the  VCP as e x t r a  charges caused s o l e l y  by t h e  s i n g l e  
VCP r a t h e r  than general overhead and o the r  cos ts  a t t r i b u t a b l e  t o  t h e  pro-  
gram as a  whole. Some o f  t h e  c o s t  f a c t o r s  t h a t  should be considered are:  

(1 ) Add i t iona l  o r  new t e s t i n g  and/or i nspec t i on  requirements 
imposed by t h e  VCP, 

( 2 )  Fees pa id  t o  an A-E f o r  rev iew o f  the  VCP, 

( 3 )  Drawing r e v i s i o n s  t o  p o r t r a y  as-bui 1  t cond i t ions  changed as 
a  r e s u l t  o f  the  VCP, and 

(4)  Any increase i n  c o s t  o f  performance o f  the i n s t a n t  c o n t r a c t  
pa id  f o r  adopt ing the VCP. 

b. Eva lua t ion  r a t i o n a l e .  The V I C  r e w i r e s  t h a t  the  basis f o r  
es t imat ing  c o l l a t e r a l  costs be g iven.  i b i s  i> n x e s s a r y  because o f  t he  
wide range o f  c o l l a t e r a l  parameters t h a t  cou ld  be considered depending on 
t h e  substance o f  the change and the many ways t h a t  can be 
devised t o  q u a n t i f y  these parameters. Some c o l l a t e r a l  f ac to rs  and sug- 
gested ways t o  ca l cu la te  then are :  

( 1  ) C o l l a t e r a l  cos ts  f o r  ex tens ion  o r  reduc t ion  i n  c o n t r a c t  
complet ion can be assigned a  value on t h e  bas i s  o f  the  l i q u i d a t e d  damages 
per  calendar day shown i n  the  c o n t r a c t .  

( 2 )  Ei f fe rences i n  useable f iocr  soac? cao be valued by tito 
curren: 3 4 4 c ~ ~ r ~  f o o t  market rdte fo r  equi valerlt 7ez;ed . . p c t ~ .  
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(3) Changes i n  serv ice  1 i f e  can be valued on the basis o f  the 
cost  f o r  i t s  frequency o f  replacement over the s t i pu l a ted  1 i f e  cyc le  years. 
For example; p a i n t  t h a t  l a s t s  3 years must be repainted 6-2/3 times i n  20 
years, whereas pa in t  t h a t  l a s t s  4 years need be redone on ly  5 times i n  20 
years. Note t h a t  the s t i pu l a ted  1 i f e  cyc le  f o r  serv ice  and term contracts,  
equipment contracts, and supply contracts i s  10 years. For lease con- 
t r ac t s ,  the l i f e  cyc le  i s  the remaining years o f  the lease. 

(4) Cost af energy can be val ued based on operat ing hours, u n i t  
quanti  t i e s  o f  consumpti on, uni  t costs , average weather pat terns  and fo re -  
casted i n f l a t i on /esca la t i on  ra tes .  

(5 )  Changes i n  f i r e  p ro tec t ion  qua1 i t y  might be evaluated on the  
basi  s  o f  comparable comrnerci a1 insurance ra tes  f o r  each system. 

(6) Repeti ti ve ly  occurr ing mi  ntenance, r e p a i r  o r  operat ion costs 
can be summed over the 1 i f e  span i n  the clause by consider ing quant i ty ,  
frequency, and uni  t cost  . 

( 7 )  One-time costs o r  f i x e d  charges f o r  demol i t ion,  moving, pack- 
aging, e t ~ .  can be added t o  the proper estimate. 

(8) R e l i a b i l i t y  and performance di f ferences can o f t en  be ex- 
pressed i n  terms o f  the p r o b a b i l i t y  o f  f a i l u r e ,  the s i ze  o f  f a i l u r e  per- 
m i  t t ed ,  the response necessary t o  co r rec t  the f a i l u r e ,  and the cost  
conseqcnces o f  one suck f a i  1 ure. Fai 1 ure  analysis has many app l ica t ions 
i n  const ruc t ion such as a i r  cond i t ion ing breakdown, e l e c t r i c a l  outages, 
e levator  breakdown, ruptured pip ing,  f i r e  r e s i s t i v i t y ,  alarm s e n s i t i v i t y ,  
e tc .  The cost  impact ana lys is  might t y p i c a l l y  inc lude:  Sa lar ies  f o r  l o s t  
t ime caused by bui  l d i  ng evacuation and/or nonproducti v i  ty  , 1 oss o f  property, 
r e p a i r  and res to ra t ion ,  and d is rup t ion  expenses. 

c . Col 1 a t e r a l  cost  sources. 

(1) One source o f  informat ion f o r  c o l l a t e r a l  costs i s  the "Annual 
Experience Exchange Report o f  O f f i ce  Bui 1 d ing Operations" pub1 i shed by the 
Nat ional  Associat ion o f  Bui 1 d ing Owners and Managers. Whenever an i n f o r -  
mation source such as t h i s  i s  used, care should be exercised t o  use the 
same source o f  in format ion f o r  any given f ac to r  i n  both estimates o f  c o l -  
l a t e r a l  costs. 

( 2 )  Another source o f  data i s  the PBS L i fe-Cycle Planning and 
Budgeting Model (LCPBM). The LCPBM can be u t i l i z e d  t o  provide c o l l a t e r a l  
cost  d i f fe rences between use o f  various bu i l d i ng  systems. Contact the 
Central Of f ice,  D i rec tor ,  Value Management D iv i s ion  (PCV) f o r  quidance i n 
using the system 
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d. L i f e  cycle. Each of the  d i f f e r e n t  VIC's spec i fy  the number o f  
years on which t o  base c o l l a t e r a l  costs. These 1 i f e  spans provide a 
contractual  basis for  con t rac to r  payment and ensure t h a t  comparisons o f  
a1 ternat ives i s  made over the same per iod  of t ime. These are: 

(1 ) Construct ion clause - 20 years, 

(2) Service & T e n  clause - 10 years, 

(3) Lease clause - remaining f i n  term o f  lease, 

(4 )  Equipment clause - 10 years, and 

(5)  Supply clause - 10 years. 

36. Royalty ca lcu la t ions.  Roya l t ies  are  o f fe red  under both the equipment 
and supply contract  clauses. 

a. Royal t i e s  are pa id  under these clauses on ly  i f  there  i s  a u n i t  
p r i c e  reduct ion i n  the cost  of an end i tern being procured. They may be 
s i t ua t i ons  where there  i s  an i n s t a n t  con t rac t  cost  savings on the con- 
t r a c t ,  bu t  not  a u n i t  p r i c e  reduct ion which would then no t  make a r o y a l t y  
sharing appl icable.  

b. The t e s t  f o r  r o y a l t y  savings i s  t o  review the savings and see if 
they are one-time savings o r  r ecu r r i ng  savings. Royalty savings must be 
recur r ing.  

c. I n  ca lcu la t ing  the  u n i t  p r i c e  reduct ion on which t o  base the 
con t rac to r ' s  share, one must de le te  from the i ns tan t  con t rac t  cos t  compu- 
t a t i ons  a l l  one-time costs f o r  i tems such as VCP development, tes t ing ,  
and implementation; and a l l  one-time savings f o r  i tems such as operat ing 
manuals, packaging and shipping when appl icable.  

d. I n  addi t ion,  there  may occur an ob l i ga t i on  f o r  r o y a l t y  sharing 
even though there i s  an increase i n  cos t  t o  the i n s t a n t  contract .  For 
example, the Government might  pay f o r  new t o o l i n g  t o  implement an idea 
t h a t  r esu l t s  i n  a u n i t  p r i c e  reduct ion on a piece o f  equipment yet ,  
on ly  a few pieces o f  equipment remain t o  be produced under the i n s t a n t  
con t rac t  which w i l l  no t  o f f s e t  the  t o o l i n g  costs. I n  t h i s  case, r o y a l t y  
payments would no t  begin u n t i l  the  increased f i r s t  costs were o f f s e t  by 
accumul ated savi ngs on f u t u r e  procurements. 

37. Repair and a1 t e r a t i o n  (R&A) example. Fig. 3-37 provides a sample 
computation for  a change t o  r e p a i r  and a l t e r a t i o n  work under the 
const ruc t ion contract  Elause. ' This i s  the simplest form o f  change where 
both the prime and subcontractor save money i n  t h e i r  work. 
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Si tua t ion :  Repair and a1 te ra t ion  p ro j ec t  under construct ion. 

Descr ipt ion o f  change: 

Subs t i  tu te  f iberg lass lava tor ies  i n  countertops and base uni t s  f o r  v i t reous china 
lava tor ies  and ceramic work on f loor  and wal ls  under and behind i n s t a l l a t i o n .  

I NSTANT CONTRACT COMPUTATIONS 

Contract Cost 

Subcontractor A: 

Proposal Cost O i  f ference 

f i x t u r e s & p l u m b l n g  $18,750 f i x tu res  & plumbing $ 14,060 
VCP preparation 

m d 
Prime contractor :  

ceramic work $ 6,405 van1 t y  base un i t s  $ 1,760 
VCP preparation 40 
Subcontract negot. 40 rn n-m 

n e t  savings 

COLLATERAL COMPUTATIONS 

Costs Before Costs A f t e r  Di f ference 

20 year costs 
washing f loors $31 2,000 washing f l oo rs  $237,120 
washing wa l l s  32,000 washing wal ls  28,400 

revise drawings 480 
6344,000 $266,000' 

average one years savings ( $  3,900) 

ADJUSTMENT TO CONTRACT PRICE (Figure 2-9) 

Under 8.1 reduce the contract  amount by the Government savings share, 40% of 
$ $ m r  $3,686 and , 
Under 8.2 increase the contract  amunt by 20% o f  $3,900, o r  $780 f o r  co l l a t e ra l  
sharing . 

Figure 3-37. R&A example 

20 
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38. New c o n s t r u c t i o n  example, F ig .  3-38 prov ides a sample computation 
f o r  a  b u i l d i n g  system change under the  c o n s t r u c t i o n  c o n t r a c t  clause. Note,  
the  f o l l o w i n g  about t h i s  example: 

a .  A new subcontractor  ( C )  i s  in t roduced t o  t h e  p r o j e c t .  He receives 
overhead and p r o f i t  on h i s  p o r t i o n  o f  h i s  new work. 

b .  Two previous subcontractors (A)  and (D)  a re  dismissed from the 
p ro jec t .  They do n o t  have t o  g i v e  up t h e i r  est imated overhead and p r o f i t  
on t h e i r  p o r t i o n . o f  the work. A l l  cos ts  shown a r e  d i r e c t  costs. 

39. Term c o n t r a c t  example. F ig .  3-39 prov ides a  sample computation f o r  
a chanae t o  the  u n i t  ~ r i c e s  and q u a n t i t i e s  of a  term c o n t r a c t  under the  
serv ice and term c o n t r a c t  clause: Note the  f o l l o w i n g  about t h i s  example: 

a.  The guaranteed rninimutx q u a n t i t y  o f  work does n o t  p lay  a ro le  i n  
computing the  new p r i c e s  f o r  the  i n s t a n t  c o n t r a c t .  It does p lay  a  usefu l  
r o l e  i n  computing the  average u n i t  c o s t  savings f o r  c o l l a t e r a l  bene f i t s .  

b. The con t rac to r  and Government bo th  rece i ve  t h e i r  share o f  the  
savinss ss work i s  ordered. 

40. Sc rv i  ce c o n t r a c t  exam21 e. Fig. 3-40 prov ides a  sarnpl e  computation 
f o r  a change t o  a f a c i l i t y  and manpower p l a n  o f  a  se rv i ce  cont rac t  under 
the serv ice  and term con t rac t  clause. Note t h e  f o l l o w i n g  about t h i s  ex- 
amp1 e: 

a. The f a c i l i t y ,  i n  an "as - i s "  cond i t i on ,  i s  considered a construc- 
t i v e  p a r t  o f  the  cont rac t ,  hence i s  sub jec t  t o  a VCP. S i m i l a r l y ,  the  
manpower p lan  developed by the  con t rac to r ,  n o t  t h e  Government i n  t h i s  
e x a n ~ l e ,  i s  a l s o  p a r t  o f  the  c o n t r a c t  cond i t i ons  by t h e  very nature of 
i t ' s  use and acceptance. 

b. Subcontractor (A )  i s  a  new p a r t y  t o  t h e  c o n t r a c t  and receives 
overhead and p r o f i t  on h i s  new work. 

c .  I n  a d j u s t i n g  the  c o n t r a c t  p r i c e  the re  a r e  two poss ib le  methods 
subject  t o  mutual agreement. Method 1  requ i res  the  con t rac to r  pay f o r  the  
new work from the  savings he accumulates over t h e  c o n t r a c t  per iod  b u t  does 
no t  change the  u n i t  p r i ces .  Method 2 advances t h e  con t rac to r  money f o r  
the new work w h i l e  the  Government accumulates t h e  f u l l  savings aver the 
con t rac t  pe r iod  through reduced un i  t p r i c e s  . 

(1 ) Method 1 poses some complex i ty  i n  i n v o i c i n g  i f  progress 
?ay.lerts w e  based otl u n i t  g r i ces  r a t h e r  than percentages o f  serv ice  
completed. 

( 2 )  Method 2 i s  s imp ler  f o r  i n v o i c i n g  purposes b u t  requ i res  
i n i t i a l  funding o f  the  change. 
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Situat ion:  Pro jec t  under construct ion. 

Descript ion o f  change: 

Subs t i tu te  a carpeted, 12-inch raised f l o o r  system w i t h  two junct ion boxes per bay fo r  
an underf loor  e l e c t r i c  duct system; f in ished concrete f l o o r  f i  11 , separate carpeting 
and pre-set e l  e c t r i  ca l  i n s e r t i  on 5-foot centers. 

INSTANT CONTRACT COMPUTATIONS 

Subcontractor A: 

underf loor  duct 

Subcontractor 8: 

e l e c t r i c  work 

Subcontractor C: 

Subcontractor D: 

carpeting 

Prime contractor: 

f l oo r  f i l l  & f i n i s h  

Contract Cost Proposal Cost Dif ference 

VCP cost 
( $  449,900) 

e l ec t r i c  work $ 100,000 
VCP cost 300 

f 100,300 ( S  149,700) 

ra ised f l oo r  $ 910,000 
overhead & prof .  136 500 

3- $1,046,500 

0 
VCP cost s 500 

500 (3  379,500) 

forming S 30,000 
VCP cost 1 ,m 
Subcontracting 500 

f 31 ,w ( $  368,500) 

ne t  savings 75 301,1001 
COLLATERAL COMPUTATIONS 

Costs Before Costs Af ter  Di f ference 

20 year costs 
changing ou t l e t s  
carpet rep1 acement 
ins t a l l  i ng  telephones 

average one years savings ( 3  10,000) 

ADJUSTMENT TO CONTRACT PRICE (Figure 2-9) 

Under 8.1 reduce the contract  amount by the Government savings share, 402 of 
$301.100 o r  $120.440 and. 
under 8.2 increase the contract pr ice by 20% o f  $10,000, o r  $2,000 for 
c o l l a t e r a l  sharing. 

Figure 3-38. New construction example 
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S i t u a t i o n :  Term con t rac t  provides a minimum guarantee o f  10,000 square f e e t  o f  new c e i l i n g  work 
w i t h  1  i g h t i n g  w i t h  an op t ion  t o  per form up t o  25,000 square f e e t  a t  quoted p r i ces .  

3 e s c r i p t i o n  of change: 

Subs t i tu te  task l i g h t i n g  r e q u i r i n g  75 f o o t  candles o f  l i g h t  on a 15 square foot  work 
surface i n  each area o f  100 square f e e t  i n  l i e u  o f  un i fo rm ly  d i s t r i b u t e d  l i g h t i n g  o f  
100 f o o t  candles. 

INSTANT CONTRACT COMPUTATIONS 

Contract Cost (SF) Proposal Cost (SF) Di f ference (SF) 

Prime con t rac to r :  

l i g h t  f i x t u r e s ,  1  per 
25 s f  @ $75 ea. 

o u t l e t s ,  1  per 25 s f  
8 $20=ea. 

panels, 1  per 50 
f i x t u r e s  

c e i l i n g  t i l e ,  15 s f  
per 25 s f  space 

l i g h t  f i x t u r e s  
$3.00 1/100 s f  @ $60 5 .60 

o u t l e t s ,  1/100 
.80 s f  @ $30 ea .30 

panels, 1/50 
.24 f i x t u r e s  .06 

c e i l i n g  t i l e ,  
60 90 s f /  100 s f  9 0  

37% 51.86 
$200 VCP development 

n e t  savings 

COLLATERAL COMPUTATIONS 

Costs Before Costs A f t e r  O i  f ference 

10 year  costs f o r  
10,000 s f  space 

e l e c t r i c i t y  
f i x t u r e  maintenance 

and c leaning 
relamping 

average one years savings ($  2,400) 
o r  ( S  .24 per  s f )  

ADJUSTMENT TO CONTRACT PRICE (F igure 2-13) 

Under 0  t i o n  2 increase p r i c e  by 20% o f  $ .24 ( $  ,048 per s f )  t o  prov ide f o r  
b r i n g  and, 
Under 0  t i o n  3 determine the  Government share of the u n i t  p r i c e  reduct ion, 50% of $Zmk- 1 38 per s f )  and reduce the  c o n t r a c t  u n i t  p r i c e  o f  $4.64 by $1.38 t o  a  new 
u n i t  p r i c e  of $3.26 fo r  the  proposed schedule o f  work. Reduce o r  increase o the r  
u n i t  p r i ces  by 50% of t h e i r  cos t  d i f f e r e n c e s  so t h a t :  

L i g h t i n g  3.00 - 1.20 = $l.8O/sf 
Ou t le ts  .80 - .25 = .55/s f  
Panels .24 - .09 = .15/s f  
T i l e  . 6 0 +  . 1 5 =  .75/sf 
VCP cost  + .01 = .Ol /s f  

$3.26/sf 

- 
F igu re  3-39. Term c o n t r a c t  example 
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Situat ion:  Guard service contract  where below described change w i l l  be implemented i n  the l a s t  
s i x  months of a one year contract. Contract contains a one year renewal option. 

Descr ipt ion o f  change: 

Revise the contractors approved manpwer p lan t o  delete a l l  guard serv ice from 
door #2 of bu i ld ing  21 and i n s t a l l  a  video camera and buzzer lock system t o  be 
contro l  l ed  a t  door-# l  of the bui lding. 

INSTANT CONTRACT COMPUTATIONS 

Prime contractor: 

d i r e c t  labor  112 year 
normal hours 
overtime 
hol i days, weekends 
f r inge benef i t s  

Subcontractor A: 

Prime contractor: 

opt ional  year 
normal hours 
overtime 
hol i days, weekends 
f r i nge  benefi  t s  

COLLATERAL COMPUTATIONS 

10 years 1 abor 

Contract Cost 

$2,000 
7 50 

1,200 
800 mmJ 

N.A. 

Costs Before 

$91,000 

t o t a l s  

Proposal Cost Difference 

VCP processing $ 100 

rnoni to r ina  svs . $3.000 
overhead b p k f .  -300 $ 3,300 

53,300 

net  saving 1 s t  year ($  1,350) 

0 ( J  9,500) 
0 

net  saving 2nd year ($1 0,850) 

Costs A f t e r  

i nstant  contract  
i ncrease 0 

10 y r s  system 
maintenance $5,000 

10 y r s  
e l e c t r i c i t y  1,000 

D i  f ference 

$6,000 

average one years savings 

ADJUSTMENT TO CONTRACT PRICE (Figure 2-1 3 )  

Method 1 : 
Under Option 1 reduce contract  p r i  cc by 50% o f  $1,350 or ,  $675 and, 
Under Option 2 increase contract  pr fce by 20% o f  $8,500 or ,  $1,700. 

Method 2 :  
Under 0 t i o n  2 increase contract  p r i ce  by $3,300 f o r  m n i  t o r i ng  system plus 

1 700 f o r  contractor  c o l l a t e r a l  share and, + 
Under 0 t i o n  5 reduce the f u l l  quant i t ies o f  labor  from the manpower plan t o  
ref lectpan annual savings o f  $9,500 and make a lump sum payment of $675. 

Figure 3-40. Service contract example 
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41. Lease c o n t r a c t  example. F i g .  3-41 prov ides a  sample computation 
f o r  a  change t o  a  leased f a c i l i t y  under the  lease clause. Note the  
f o l l o w i n g  about t h i s  example: 

a. The f a c i l i t y ,  i n  an "as - i s "  c o n d i t i o n  occupied by the  Government, 
i s  considered a  cons t ruc t i ve  p a r t  o f  t h e  c o n t r a c t  as w e l l  as the l e v e l  of 
serv ices (heat,  maintenance, ope ra t i ng  condi t l o n s ,  cleaning) prov ided i s  
considered the  cont rac ted  f o r  norm. Any d e v f a t i o n  t o  these could be con- 
s idered as sub jec t  t o  changed lease cond i t i ons .  Also, p a r t  o f  t h e  normal 
cond i t i ons  expected i s  r e l a t i v e l y  un in te r rup ted  use o f  the  i t em be ing  
1  eased. 

b. Whether metered separa te ly  o r  not ,  t h e  energy being u t i l i z e d  i n  
the  f a c i l i t y  i s  prov ided by the  l e s s o r  under t h e  terms o f  t he  lease con- 
t r a c t ,  thus i t  i s  e l i g i b l e  f o r  i n s t a n t  c o n t r a c t  sharing. I f  i t  were p a i d  
f o r  by the  Government d i r e c t l y  t o  the  u t i l i t y  company then such savings 
would f a l l  under the  c o l l a t e r a l  savings b e n e f i t s  w i t h  respect  t o  t h e  
1  essor . 

c. I n  a d j u s t i n g  the c o n t r a c t  p r i c e  the re  a re  two poss ib le  methods 
sub jec t  t o  mutual agreement. Method 1  requ i res  the  l esso r  t o  pay f o r  t h e  
new work from the  savings he accumulates over t he  con t rac t  p e r i o d  b u t  
changes the  r e n t a l  r a t e  on l y  by t h e  remain ing Government share, i f  any. 
Method 2 advances the l esso r  money f o r  t he  new work w h i l e  the  government 
accumulates the  f u l l  savings over t he  lease p e r i o d  through reduced r e n t a l  
ra tes .  

(1 )  Method 1  requ i res  l e s s  i n i t i a l  Government funding b u t  a l s o  
prov ides h igher  lease ra tes  t o  be used as a  bas i s  f o r  renewal o f  leases 
through opt ions .  It cou ld  a l s o  c o s t  t h e  Government f i nanc ing  charges on 
the  lessors  loan t o  perform the  work which a re  inc luded i n  the  proposal cos t .  

( 2 )  Method 2 provides an i n t e r e s t  f r e e  loan t o  the  l esso r  t o  
accomplish the  work and makes the  l a r g e s t  impact i n  reducing r e n t a l  r a t e s  
which w i l l  b e n e f i t  exerc ise o f  f u t u r e  lease opt ions .  

42. Supply c o n t r a c t  example. F ig.  3-42 prov ides a  sample computation 
f o r  a  change t o  a  general supply c o n t r a c t .  These same procedures a re  
app l i cab le  t o  the  equipment c lause except f o r  d i f f e r i n g  shar ing ra tes .  
Note the f o l l o w i n g  about t h i s  example: 

a. The change affected an o rde r  o f  100 se ts  o f  f u r n i t u r e ,  hence the  
i n s t a n t s  cos ts  shown are  f o r  t h a t  o rder .  The change cou ld  very we1 1  have 
been submitted on the  open schedule i t s e l f ,  w i t h o u t  the  presence of a  
spec i f i c  o rder .  Then the  i n s t a n t  f u r n i t u r e  cos ts  would be r e f l e c t e d  as 
u n i t  p r i ces  and the  implementing cos ts  t r e a t e d  as one-time lump sum pay- 
men t s  . 
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b. The co l  l a t e r a l  savings are based on Government sh i  pplng from 

warehouses a f t e r  rece ip t .  Any shipping provided by the cont rac tor  under 
the terms o f  the i n s t a n t  con t rac t  would fa1 1 under i n s t a n t  and r o y a l t y  
shar ing provis ions.  

c. The r o y a l t y  computations r e f l e c t  on ly  recur r ing  u n i t  p r i c e  savings 
w i thou t  cont rac tor  o r  Government development o r  imp1 ementation costs. 

43 t h r u  45. Reserved.. 
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S i tua t ion :  F ive years remaining under 3 s i x  year  lease w i t h  energy esca la t ion  the t h i r d  year 
and the lessor  provides u t i l i t i e s  under the  r e n t a l  r a t e  s t r u c t u r e .  

Descr ip t ion o f  change: 

Modify the heat ing con t ro l  system t o  reduce the BTU consumption provided under terms 
o f  the e x i s t l n g  lease and a1 low f o r  moderate tenant i n t e r r u p t i o n s  wh i le  doing so. 

I N S  iANT CONTRACT COMPUTATIONS 

Lease Cost 

Subcontractor A: 

Proposal Cost 

modify heat ir ig sys. $ 15,000 
overhead & p r o f 1  t 2,250 
VCP preparat ion 

Lessor 

energy c o s t  under energy cost  as 
lease f o r  2 years $ 60,000 prepared f o r  2 years $ 46,000 

energy cost  w i  t h  energy cos t  w i t h  
esca la t ion  esca la t ion  
during nex t  prepared f o r  
3 years 99,000 next  3 years 75,900 

VCP implementation 2,000 

n e t  savings over 
next  5 years o f  
1 ease 

Di f ference 

ADJUSTMENT TO CONTRACT PRICE (F igure 2-18) 

Method 1 : 

Method 2: 

Under 0 t i o n  1 ca lcu la te  the  Government snare as 40% o f  $1 5,850 ($6,340) and then 
m o u n t  by the remaining 5 years o f  the lease t o  ge t  '$1,268, and reduce 
the annual r e n t a l  by t h a t  amount each year.  

Under Option 2 prov ide a 1 ump sum payment o f  $21,250 implementing costs and, 
Un:er Optio: 3 prov ide a lump sum savings share o f  60% o f  $15,850 ($9,510) and, 
re dce the ease p r i c e  by the f u l l  savings of 927,590 ($21 ,250 + $6,340) o r  
35,518 per year .  

Method 3: 
Under Option prov ide a lump sum payment o f  $21,250 implementing costs, and, 
Jnder Option reduce the lease p r i c e  by the  Government implementing cost and 
i t s  savings share, $27,590 ($21,250 + $6,340), as prov ided over f i v e  years or,  
$5,518 per year .  

F i g u r e  3-41 . Lease con t rac t  example 

27 
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If I 
I 

S i t u a t i o n :  One year  general schedule supply cont ract  e x i s t s  t o  prov ide o f f i c e  excel lence furn- 
i t u r e .  100 sets  are e f f e c t e d  by the change. An average o f  1,500 sets per year  are 
pui-chas ed. 

Desc r ip t i on  o f  change: 

In manufactur ing desks, credenzas, and bookcases the  con t rac t  requi res a spec i f i ed  
! core mate r ia l  be laminated w i t h  a 3 component h igh  pressure laminate. Subs t i tu te  

use o f  a low Dressure, s i n g l e  component melamine. 
k 
I 
I INSTANT CONTRACT COMPUTATIONS 

I 

Prime con t rac to r :  
I 

i 60x30 f l a t  top desk 
66x18 credenza 
36x14 book case 

r 
: COLLATERAL COMPUTATIONS 
i 
I 

10 year  f r e i g h t  based ! on 1,500 se ts  per  year  
; d e s k -  46,500cwt 

cred - 31,500 cwt 
: b.c. - 9,750 cwt 

ROYALTY COMPUTATIONS 
i 
1 
1 

credenza 
book case i desk 

s e t  

Contract Cost Proposal Cost D i f fe rence  

$ 47,500 $ 35,600 
30,900 23,100 

6,700 5,000 
VCP development 500 
t e s t i n g  rn 

n e t  savings on order 

Costs Before Costs A f t e r  

$1 39,500 desk -41,850 cwt $1 25,500 
94,500 cred -28,350 cwt 85,050 
29,250 b.c. - 8,775 cwt 26,325 

Gov ' t t e s t i n g  3,000 
9- $239,875 

? n i t  P r i c e  Before 

5475 
309 

67 - 
$851 

average one years savings 

U n i t  P r i c e  A f t e r  

$356 
231 

50 
$637 

Di f ference 

Di f fe rence  

I ADJUSTMENT TO CONTRACT PRICE (F igure 2-28) 

Under 9.1 reduce the u n i t  p r i c e  o f  the 100 sets on o rder  by 50% o f  $18,900 ($9,450) o r  
394.50 per set. 
Under 9.2 increase the u n i t  p r i c e  o f  the 100 sets  on o rder  by 20% of $2,337 ($467.60) 
o r  $4.67 per  set. 
Under 9.3 reduce the u n i t  p r i c e  of each i t e m  by 70% o f  i t s  u n i t  p r i c e  reduc t ion  so 
t h a t :  

desk - 475 - 83.30 = $391 .70 
credenza - 309 - 54.60 = 254.40 
book case - 67 - 11.90 = 55.10 

s e t  - 851 - 149.80= 3701.20 

.Above g n i t  p r i ces  apply t o  a11 f u t u r e  orders placed under t h i s  con t rac t  f o r  the items 
invo lved.  A l i  f u t u r e  cont racts  l e t  w i t h i n  a 12 nonth pe r iod  from the date of t h i s  
con t rac t  n c d i f i c a t i o n  w i l l  have t h e i r  u n i t  p r i ces  increased by 30% o f  the above agreed 
upon uni t p r i c e  reduct ions. 

Figure 3-42. Supply contract exam1 e 
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PART 4. FINANCIAL MANAGEMENT 

46. Discussion. I n  general, funds appropriated f o r  a  spec i f i c  pro- 
curement sha l l  be used t o  pay the con t rac to r ' s  i n s t a n t  share and 
c o l l a t e r a l  share. The concept o f  using con t rac t  funds f o r  these 
purposes i s  based on the f o l l ow ing  ra t iona le :  

a. F i r s t ,  each proposal t h a t  i s  approved requ i res  a  mod i f l -  
ca t ion t o  requirements o f  the  cu r ren t  cont rac t .  Hence, the 
expenditure o f  funds from a given appropr ia t ion invo lves on iy  the 
work provided by t h a t  appropr iat ion.  

b. Second, the c o l l a t e r a l  provis ions r e l a t e  t o  savings made i n  
work provided by t h a t  s p e c i f i c  cont rac t  and n o t  t o  work provided by 
the funds of any o ther  cont rac t .  Contract funds are  f requent ly  used 
t o  pay fo r  change orders t h a t  create savings i n  a  f a c i l i t y  dur ing i t s  
occupancy. The c o l l  a t e ra l  sharing incen t i ve  can be viewed i n  para1 l e l  
w i th  the change order procedure since t h a t  cos t  o f  incorporat ing the 
VM change ( the  shares paid)  creates s i m i l a r  savings i n  a  f a c i l i t y ' s  
l i f e .  

47. Funding sources. I n  general, when add i t i ona l  funds are needed t o  
approve a  VCP on the i n s t a n t  contract ,  use the f o l  lowina funds i n  the 
order o f  p r i o r i t y  and a v a i l a b i l i t y  shown: 

CI 

a. Funds accumulated from the Government's share o f  i n s t a n t  
savings from other  VM changes on the same cont rac t .  

b. Funds s e t  aside f o r  change orders on the cont rac t  bu t  no t  y e t  
reserved fo r  o the r  purposes. 

c. Funds t rans fe r red  t o  the cont rac t  from o ther  sources ( i f  
l e g a l l y  ava i lab le ,  and use o f  such funds would no t  cons t i tu te  an 
i 1 lega l  augmentation o f  an appropr ia t ion) .  

d. Royalty shares are  pa id  from the appropr ia t ion f o r  subsequent 
projects.  

48. I n s u f f i c i e n t  funds. VCP's sha l l  no t  i n i t i a l l y  be disapproved on 
the grounds o f  i n s u f f i c i e n t  funds. When such a  s i t u a t i o n  occurs, the 
cont rac t ing O f f i c e r  sha l l  take the fo l l ow ing  course o f  ac t ion:  

a. Forward a  copy o f  the VCP t o  the Central O f f i ce ,  D i rec tor ,  
Value Management D i v i s i on  (PCV) , and request the funds required. 

b. Advise the cont rac tor  t h a t  h i s  proposal i s  techn ica l l y  
acceptable; however, f i n a l  approval must be defer red whi 1 e funding i s  
being sought. 
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49. Government processing costs. Costs for  the review o f  VCP's and 
admin is t ra t ion of the V I C  sha l l  be charged and accounted f o r  i n  accordance 
w i t h  the HB, Resource Management System, f i g .  6-2, PBS P 3400.10, where 
the t h i r d  character  o f  the  work symbol sha l l  be "N ." 

b 

50. Pa ment. Incen t i ve  sharing i s  considered money earned f o r  services 3- rendere and i s  no t  considered as p r o f i t  o r  fee. 

a. Payment o f  con t rac to r  shares f o r  c o l l  a t e ra l  , i n s t a n t  and/or 
roya l  ty savings s h a l l  normal l y  be included i n  the regu la r  progress payments. 

b. However, i n  the i n t e r e s t  o f  mot iva t ing cont rac tor  p a r t i c i p a t i o n  
and/or gain1 ng pub1 i c i  t y ,  vouchers may be submitted i n  an amount covering 
the t o t a l  sum o f  the con t rac to r ' s  share so t h a t  a separate check i n  t h a t  
s p e c i f i c  sum can be prepared. Del ivery o f  such a check t o  the cont rac tor  
should be delayed u n t i l  an appropriate award ceremony can be arranged. 
To avoid excessive admi n i s t r a t l v e  burden, one o f  the  fo l l ow ing  general 
guide1 i nes should govern the j u s t i f i c a t i o n  f o r  f o l  lowing t h i s  procedure. 

(1 ) U t i l i z e  f o r  s i g n i f t c a n t l y  la rge i nd i v i dua l  VCP's, o r  groups 
of srnal l e r  do1 l a r  value VCP's amounting t o  over $5,000. 

(2 )  U t i l i z e  f o r  a cont rac tor 's  f i r s t  successful VCP e f f o r t .  

(3)  U t i l i z e  a t  another ceremony i n  the presence o f  other 
d i g n i t a r i e s  t o  add another f a c t o r  o f  pra ise and recogn i t i on  when deserved. 

51. Invo ic ing.  Contractors may submit invoices and rece ive payment f o r  
t h e i r  i ncen t i ve  shares and costs i n  accordance w t t h  the fo l l ow ing  schedule: 

a. I n s t a n t  and co l  l a t e r a l  saving shares. Payable imnediately a f t e r  
s ignature  o f  the formal amendment t o  the contract ;  

b. Royal ty  saving shares. Payable immediately a f t e r  orders o r  contracts 
are placed f o r  add i t i ona l  i terns incorporat ing the change ; 

c. Development cost .  Payable immediately a f t e r  s ignature of the 
formal change t o  the cont rac t ;  

d. Implementation cost.  Payable a f t e r  work t o  be done has been 
s a t i  s f a c t o r i  l y  performed; and 

e. Savings on opt iona l  contract  work. Payable imnediately a f t e r  the 
op t ion  t o  perform the work i s  exercised. 

30 t h ru  32 
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CHAPTER 4. REPORTING 

1 . General. The reporting requirements establ i shed i n  this chapter wi 11 
f a c i m t h e  monitoring of utilization of Value Incentive Clauses 
(VIC! s) by contractors, responsiveness of reg1 onal off1 ces in processing 
Value Change Proposal s (VCP' s )  , and calculatlon o f  our return-an-lnvestmen t. 

2. Semi -annual cost report. A report of costs incurred by regfonal 
offices in administering the VIC program element and processing VCP's 
shall be submitted each April 1 and October 1 to the Director, Value Man- 
agement ( PCV) . . ' Negative reports are required. 

a. Purpose. The function of this report is  to: 

(1 ) Provide data on which t o  calculate regional office return- 
on-investment; and 

( 2 )  Permit analysis of the potential for savings as a function of 
do1 1 ar vol ume of contract work1 oad and regional efforts expended. 

b. Content. The report shall provide costs and manhours expended 
during the previous six-month period for the following items: 

(1) Marketing. Includes participation i n  post-award conferences 
trai  ni ng , re1 ated travel and contractor asst stance. 

( 2 )  Program direction. Includes effort of the CAYS and VM Board 
in monitoring, reviewing and reporting. 

(3) Technical review. Includes a1 1 internal VCP revtew and 
processing costs not  elsewhere accounted for. 

(4 )  Negotiations. Includes a1 1 internal costs expended after 
ini t i  a1 VCP approval by the Contracting Of flcer , auditors and estimators 
in executing the final contract change. 

(5) Other costs. Includes addi tlonal Archi tect-Engineer ( 4 4 )  
fees obligated during the reporting period for VCP activity and a1 1 
other re1 ated government imp1 ementi ng costs. 

c. Format. A memorandum format i s  prescribed for this report. 

d .  Pre aration. The CAVS shall prepare the report by estimating + the manhours an costs utilized for the above items unless data i s  other- 
wise available from regional records such as the management information 
system, resource management systems, contract f i l e s  and other expenditure 
records. 

e. Report control symbol. Report control symbol OA-46-PB has been 
assianed t o  this semi-annual report. 
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3. VCP detai  1  repor t .  F ig.  4-3 i l l u s t r a t e s  t h i s  repor t ,  GSA Form 2698, 
VCP Detai 1 Report, and provides preparat ion i ns t r uc t i ons  . 

a. Purpose. The func t ion  o f  t h l s  repor t  i s  to :  

(1) Provide a techn ica l  abstract  o f  each VCP t o  f a c i l i t a t e  
exchange o f  i deas between regions f o r  reappl i cat ion  t o  cu r ren t  work; 
and 

( 2 )  Provide data on which t o  perform s t a t i s t i c a l  analysis on 
approval rates,  processing time, and return-on-i  nvestment. 

(3) Provide a  guide t o  ensure technical re.view o f  fac to rs  
r e l a t i n g  t o  impact on f u t u r e  ownership and use o f  the change. 

b. Preparat ion. I t  i s  suggested t ha t  the f r o n t  o f  the form be 
f i l l e d  out  as completely as possib le by the CAVS a t  the i n i t i a l  r ece ip t  
of the VCP. Then, the form be c i r cu l a ted  w i t h  the VCP f o r  use dur ing 
technical  review w i t h  
appropr iate comments. 
each VCP submitted by 

c. Submittal  . 
are prepared p roper l y  
l e t t e r  o f  transmi t t a l  
d i  rec to r .  

t he  back o f  the form used as a  checkof f  sheet and 
A separate GSA Form 2698 sha l l  be prepared f o r  

a  con t rac to r  o r  lessor. 

CAVS ' s  are responsi b l  e f o r  ensuring t h a t  reports 
and submitted on time. They s h a l l  prepare a  
o f  the reports f o r  signature o f  t h e i r  d i v i s i o n  

(1  ) Submi t t a l  s h a l l  be quar ter ly ,  w i t h i n  10 days of the end 
of each quarter. The submi t ta l  sha l l  cons is t  o f  the accumulated VCP 
De ta i l  Reports, GSA Form 2698, f o r  a1 1  VCP's processed dur ing  the 
previous three months. 

(2 )  Or ig ina l  r e p o r t  copies sha l l  be forwarded t o  the 
Di rec tor ,  Value Management D i v i s i on  (PCV). Attach a  copy o f  the 
con t rac to r ' s  VCP submi t ta l  t o  each repor t  form t o  prov ide background 
data f o r  crossfeed use and f o r  use i n  reviewing VCP's f o r  po ten t i a l  
c r i  t e r i  a  changes. 

d. Report con t ro l  symbol. Report cont ro l  symbol OA-45-PB has 
been assigned t o  t h i s  qua r t e r l y  report .  
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L 

VCP DETAIL REPORT 

REPaRT ING ACT 1 V l TY 

6. DESCal PT ION OF CHANGE (Betore and alter) 

REPORTS CONTROL SfhBOL 

OA-45 
DATE 

1 . VCP DATE 

8. CCWTRACT TITLE.  LOCAG 9. PIPE OF CONTRACT CLAUSE 

5. SUBJECT OF CHANGE (System and component) 

4 .  DEClS lCN 

APPROVED WITHDRAWN 0 I SAPPROVED 

2. DECISION DATE 

10. CONTRACTW.'S NAME 

3 .  DAYS I N  PROCESSING 

I I. COJTRACT NO. I 2 . f3AHGfi NO. 

T R A C T  COSTS'SAVINGS (Show tn thousands of dollors) 

Figure  4-3. VCP detail report  
(part 1 o f  3 )  

2 

COVE RWENT 
s IARE 

O T M R  1 DFNT I F  IADLE GOVERWJEYT 
IMf'ULLNTING C X T S  I $  

GS (Show in tl,ousonds of dollars) 

AVERAGE ONE 
YEAR SAVINGS 

CONTRAC TOR a SHARE 

$ $ 

INSTANT C ! X T R X T  
$ I N C 9 E A X  

15. F U T U R E  ACQUISITION D A T A  

$ 

W I T  PRICE 
RECMlCTION F PROBABLk FUTIJRE 

B,',:. , ROYALTY >ER 100 
$ \ .  ( E x p ~ r a r ~ m  h t r !  

16. 31SAPPEOVALiHITHDRAwAL REASdNS 
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( L  ist otlwr factws used to judge VCP)  

- 18. REMARKS (Comment requested on qeoi benefit or large disadvantage) 

ADVANTAGE 

F igu re  4-3. VCP d e t a i l  reoort  
(Par t  2 o f  3 )  

4 

S O M E D I S - L A R G E D i S -  
ADVANTAGE 

NC 
EFFECT 

SOME 
BENEFIT 

OTHER FACTORS 

GREAT 
BENEFIT 

17. VCP 

JUDGE THESE FACTORS 

APPEARANCE 

MAINTAINAB IL ITY 

RELIABILITY 

PERF OAMANCE 

T lME - 
ST ANDAR DIZ AT ION 

OUAL IT Y 

SlMPL IF ICAT ION 

WE IGHT 

AVAILAB lL ITY 

FIRE PROTECTION 

PACKAGING 

HANCL ING 
.- 

SAF E TY 

IMPACT ON 
NOT 

APPLICABLE 
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General . 
I tem 1. 

I tem 2. 

I tem 3. 

I tem 4. 

I tem 5. 

I tem 6. 

I tem 7 t h r u  
12. 

I tem 13 t h ru  
15. 

I tem 16. 

I tem 17. 

I tem 18. 

I tem 19. 

INSTRUCTIONS FOR COMPLETING 
GSA FORM 2698, VCP DETAIL REPORT 

Use a separate GSA Form 2698 f o r  each VCP. 

Enter t he  date shown on the Contractor 's  o r  Lessor's l e t t e r  
transmi tti ng the  VCP. 

The date t o  be entered here s h a l l  be taken from the  
e a r l i e s t  piece o f  correspondence i n d i c a t i n g  a decis ion.  

-The d i f fe rence i n  days between the  dates entered i n  I tems 1 
and 2. 

Check t he  appropr iate space. 

I nd i ca te  general system a f f ec ted  by t he  change and t he  pa r t ,  
component, o r  assembly. Examples: 

1 i g h t i n g  system - energy reduct ion 
con t rac t  condi t ions - t ime f o r  completion 
plumbing systen - l ava to r i es  
a r c h i t e c t u r a l  - p a r t i t i o n i n g  system 

Give a b r i e f  account o f  the change, descr ib ing  the  basic 
d i f fe rences  between what i s  requ i red  and what i s  proposed. 

Sel f explanatory . 

Complete a l l  spaces by f i l l i n g  i n  appropr iate d o l l a r  values 
o r  the term "N .A . "  when not  app l i cab le .  The values used here 
sha l l  be the best  est imate ava i l ab le  a t  the time o f  prepara- 
t i on .  Normally t h i s  w i l l  be d i r e c t l y  abstracted from the 
Contractors '  o r  Lessors' VCP o r  the Government's l e t t e r  of 
approval.  Do no t  delay the repo r t  f o r  the  sake o f  ob ta in ing  
actual  negot iated amounts. Make a l l  en t r i es  i n  thousands o f  
do l l a r s ,  rounding o f f  t o  the nearest tenth.  

I f  disapproved by the Government o r  withdrawn by the  Contrac- 
t o r  o r  Lessor, g ive  a b r i e f  account o f  reason f o r  t he  ac t ion .  
Where the Contractor o r  Lessor has been i n v i t e d  t o  resubmit 
the VCP w i t h  c e r t a i n  changes o r  add i t i ona l  support ing data, so 
i nd i ca te .  

Complete t h i s  t ab le  by checking the  appropr iate space. Use 
your best  judgment when evaluat ing impact o f  the VCP on the 
i n t a n g i b l e  f ac to r s  l i s t e d .  L i s t  any o ther  f ac to r  t h a t  you 
t h i n k  i s  invo lved  w i t h  spec i f i c  VCP o r  played a r o l e  i n  the 
deci s i  on making process. 

S e l f  explanatory. 

Ind ica te  techn ica l  person who has knowledge o f  change; no t  
person who prepared repor t .  

Figure 4-30 VCP detai 1 report 
(Pa r t  3 of 3)  

5 and 6 
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CHAPTER 5. AWARDS 

1 . Back round. The quan t i t y  and qua1 i t y  o f  cont rac tor  p a r t i c i p a t i o n  -5- under a vo untary i ncen t i ve  clause arrangement depends i n  la rge  measure 
on the i n i t i a t i v e  and response t o  the program o f  operat ing personnel. 
The Value Incent ive C l  ause (VIC) creates add i t iona l  workload i n  con t rac t  
administ rat ion,  processing cont rac t  modi f icat ion,  techn ica l  support, and 
admin is t ra t ive  support. Much o f  t h i s  workload i s  an add i t i ona l  duty for  
an employee which warrants management recogni t ion  when performed i n  an 
exceptional manner. 

2. Employee incen t i ve  awards. A1 1 employees are e l  i g i  b l e  f o r  i ncen t i ve  
awards Tn connection wf t h  Value Management (VM) con t rac t  i ncen t i ve  
a c t i v i t y  i n  accordance w i t h  the HB, Incent ive  Awards (OAD P 3620.1) and the 
performance standards establ ished below. 

3. Employee performance standards. Ch. 4-2 o f  the HB, Incent ive  Awards, 
i nd ica tes  t h a t  before a supervisor can s ing le  out  an employee fo r  supe- 
r i o r  performance, standards should be set  t h a t  represent normal o r  
"expected" performance. The standards provided here in  sha l l  be used t o  
judge the performance l eve l  o f  employee con t r ibu t ion  and involvement i n  
VM con t rac t  i ncen t i ve  a c t i v i t y .  

a. One-time performance. Fig. 5-3.1 provides the  expected and 
super ior  performance standards f o r  s ~ e c i a l  achievement awards f o r  "one- 
t ime" work performance. Potent ia l  r ec i p i en t s  o f  t h i s  award would be 
cont rac t ing o f f i c e r s ,  inspectors, b u i l d i n g  managers, res iden t  engineers, 
r e a l t y  spec ia l i s t s ,  and o ther  i nd i v i dua l s  (o r  groups) who perform i n  an 
exceptional manner on a s ing le  procurement. I n i t i a t i o n  o f  value manage- 
ment changes by Government employees on t h e i r  own, s h a l l  a l so  be consid- 
ered i n  making performance awards. 

b. Sustained performance. Fig.  5-3.2 provides the expected and 
super ior  performance standards f o r  specia l  achievement awards f o r  per- 
formance o f  a "cont inuing" nature over a t  l e a s t  a s i x  month period. 
Po ten t ia l  r ec i p i en t s  o f  t h i s  award would be i nd i v i dua l s  ( o r  groups) 
assigned r e s p o n s i b i l i t y  f o r  screening, reviewing, processing, repor t ing,  
and otherwlse admin is ter ing V I C  p a r t i c i p a t i o n  o r  o ther  cos t  saving 
changes t o  contracts.  

4. Contractor c i t a t i o n s .  Regional Commissioners, Pub1 i c  Bu i ld ings 
Service, (PBS) , are encouraged t o  recommend cont rac tors  f o r  rece i  p t  of 
VM Exce l lence-c i ta t ion  awaras when outstanding Value Change proposal 
(VCP) performance p a r t i c i p a t i o n  i s  evident  and deemed worthy of 
recogni t ion,  o r  f o r  o ther  program promotional purposes. Requests fo r  
c i t a t i o n s  should be addressed t o  the Di rec tor ,  Value Management D i v i s i on  
(PCV) who w i l l  prepare the c i t a t i o n  fo r  the s ignature o f  the Comnissioner, 
PBS. I n  general, the  fo l l ow ing  c r i t e r i a  should be considered when rec-  
ommending a c i t a t i o n :  
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a. Repe t i t i ve  VCP p a r t i c i p a t i o n  on th ree  o r  more contracts ; 

b. Savings on a s i ng l e  cont rac t  t h a t  t o t a l  more than one percent 
o f  the con t rac t  value; 

c. Accumulated savings o f  more than $500,000 by a  cont rac tor  over a 
pe r iod  o f  several years; and 

d .  A unique funct iona l  change o r  a  h i gh l y  c rea t i ve  change. 
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One-Time Performance Standards 
VM Contract I ncen t i ve  A c t i v i t y  

Expected performance 

Encourage con t rac to r  V I C  
p a r t i c i p a t i o n  

Exp la in  V I C  p a r t i c i p a t i o n  
procedures 

Advise con t rac to r  o f  h i s  
V I C  r i g h t s  

Expected Resul ts  

Super ior  Performance 

Demonstrate except ional  
mo t i va t i ona l  s k i l l  i n  
ob ta in ing  p a r t i c i p a t i o n  

Negot ia te  vo lun tary  
p a r t i c i p a t i o n  goals w i t h  
cont rac tors  and achieve 
t h a t  performance 

Request V I C  submi t ta ls  
and/or p rov ide  assis tance 
i n  i d e n t i f y i n g  areas o f  
VM opportuni  t y  

Super ior  Resul ts  

One VCP f o r  con t rac ts  i n  the  
range $25,000 - $1,000,000 

Two VCP's f o r  con t rac ts  g reater  
than $1,000,000 

An average VCP savings o f  $2,000 
(Government share) 

A 40% approval r a t e  f o r  s i n g l e  
cont rac ts  

Two VCP's i n  t h i s  range 
from one c o n t r a c t  

Four VCP's i n  t h i s  range 
from one c o n t r a c t  

An average VCP savings o f  $4,000 
f o r  t h ree  o r  more VCP's 

A 60% approval r a t e  f o r  s i n g l e  
con t rac ts  

F i  gure 5-3.1 One-time performance standard 
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Sustained Performance Standards 
VM Contract I n c e n t i v e  A c t i v i  ty 

Expected Performance 

O b j e c t i v i t y  and fa i rness  i n  
rev iew 

Es tab l i sh ing  and meeting an 
es tab1 i shed program goal 

Submi t t ing  GSA Form 2698, 
VCP Deta i  1 Report, as 
r e q u i r e d  

Expected resu l  t s  

An approval percentage o f  40% 

An average processing t i n e  o f  
45 calendar days 

A r e t u r n  on investment o f  $10:$1 

A p a r t i c i p a t i o n  r a t e  ( i n  terms 
o f  numbers of VCP's submi t t e d )  
t h a t  equals 25% o f  the  number 
o f  con t rac ts  l e t  t h a t  exceed 
$50,000 i n  value 

Super ior  Performance 

Suggesting a modif  i c a t i o n  
t o  a VCP t o  cause i t  t o  be 
approved when i t  would 
otherwise have been 
disapproved 

Exceeding a program goal 
by more than 10% 

Se lec t i ng  s i g n i f i c a n t  ac t i ons  
f rom the  2698 repor t ,  r e u t i l i z -  
i n g  them i n  o ther  cont rac ts  and 
prepar ing  them f o r  crossfeed 
t o  o ther  reg ions  

Super ior  r e s u l  t s  

An approval percentage o f  60% 

An average processing t ime o f  
30 calendar days 

A r e t u r n  on investment o f  $15:$1 

A p a r t i c i p a t i o n  r a t e  t h a t  equals 
50% o f  t he  number o f  con t rac ts  
l e t  t h a t  exceed $50,000 i n  value 

Figure 5-3.2 Sustained performance standard 


