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Htigated claims of infringement or in the
furnishing of evidence and information
in litigated claims before the sult is In-
stituted. The clause as revised varles
from that in the Standard Form 32, and
is designed for use in contracts where
Standard Form 32 is not prescribed,
pending subsequent revision of that
form. Section 9.104, as revised, reads as
follows:

§0.104 - Notice and assistance. The
Government should be notified by the
contractor of all clatms of infringement
in connection with the performance of &
Government contract which come to the
contractor's attention. The contractor
should also assist the Government, to the
extent of evidence and information in
the possession of the contractor, in con-
nection with any suit against the Gov-
ernment, or any claim against the
Government made before suit has been
instituted, on account of any alleged
patent infringement arising out of or re-
sulting from the performance of the
contract. Accordingly, the clause set
forth below shall be included in all con-
tracts In excess of $5,000 for supplies,
construction, or experimental, develop-
mental, or research work; except where
Standard Form 32 is prescribed for use
(in which case the clause may in the
discretion of the contracting officer be
used in lieu of that included in Standard
Form 32): Provided, That the clause set
forth below shall not be included in
contracts:

(a) Where both performance and de-
livery are to be outside the United States,
its Territories, {ts possessions, or Puerto
Rico, unless the contract indicates that
the supplies are ultimately to be shipped
into the United States, its Territories, its
possessions, or Puerto Rico; or,

(b) Of lesser amounts, except that as
a matter of administrative convenience,
the clause need not be deleted when it
is a part of a standard form being used
for contracts of $5,000 or less, since it is
self-deleting as to such contracts:

NOTICE AND ASSISTANCE REGARDING PATENT
INUNOEMENT

The provislons of this clause shall be ap-
plicable only If the amount of this contract
oxceeds $5,000.

(8) The Contractor shall report to the
Contracting Officer, promptly and in reason-
able written detall, each notice or clalm of
patent infringement based on the performe-
ance of this contract of which the Contractor
has knowledge.

(b) In the event of any suit against the
Government, or any clalm sgainst the Gov-
ornment made before suit has been Insti-
tuted, on account of any alleged patent in-
fringement arlsing out of the performance
af this contract or out of the use of any sup-
plles furnished or work or services performed
hereunder, the Contractor shall furnish to
the Government, upon reguest, all evidence
and information in possession of the Con-
tractor pertaining to sueh suit or claim.
Such evidence and information shall be fur-
nished at the expense of the Government
excopt in those eases in which the Contractor
hay agreed to Indemnify the Government
againat the claim being asserted.

(R, 8. 161, sec. 2202, T0A Stat, 120; 5 U, 8, C.
23, 10 U. 8. C. 2202)
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Part 10—BoxNDS AND INSURANCE

Subpart F has been revised to accom-
modate the suggestion in the General
Accounting Office letter B-118778, dated
June 26, 1857, that the requirement im-
posed on contractors to carry property
damage insurance on Government prop-
erty leased to them be eliminated where
the work is substantially for the Govern-
ment.,

SUBPART F—INSURANCE OF INDUSTRIAL FA-~
CILITIES UNDER LEASES OR FACILITIES
CONTRACTS

Sec,

10.800 Scope of subpart.

10.601 Responsibility  for Uabllities to
third persons. ¥

10.602 Responsibllity for loss or damage
to facllities,

10.602-1 Pacllities contracts.

10.602-2 Leases,

AurHORITY: §§ 10,600 to 10.602-2 Issued

under R, S. 161, as amonded, seo, 2202, 70A
Stat, 120; 6 U. 8, C. 22, 10 U. 8. C, 2202.

§ 10,600 Scope of subpart., This sub-
part sets forth the policy with respect to
insurance of industrial facilities under a
facilities contract or under a lease made
pursuant to 10 U. 8. C. 2667.

§ 10.601 Responsibilily for labilities
to third persons. Where industrial fa-
cilities are provided by the Government
under a facilities contract or a lease, the
contract or lease shall require that dur-
ing the period of construction, installa-
tion, alteration, repair, or use, and at any
other time as directed by the Department
concerned, the contractor or lessee shall
insure or otherwise provide approved se-
curity for liabilities to third persons (in-
cluding employees of the contractor or
lessee) in the same manner and to the
same extent as required in § 10.501,

§10.602 Responsibility for loss or
damage to jacilities,

§ 10.602-1 Facilities coniracts. Sec-
tion 13.411 of this chapter defines the
responsibilities of the contractor for loss
or damage to Government facilities,
Therefore, facilities contracts shall pro-
vide that the contractor shall not in-
clude the cost of insurance in any con-
tract except to the extent of insurance
required or approved by the Department
concerned. If a facilities contract does
not restrict the use of the facilities to
work performed for the Government,
provision shall be made that the con-
tractor shall procure and maintain in-
surance as the Department concerned
may require against loss or damage to
the industrial facilities,

§ 10.602-2 Leases. (a) Where facili-
ties are leased pursuant to 10 U. S. C.
2667, the Government may, consistent
with the policies of § 13.411 of this chap-
ter, require the lessee to provide and
maintain insurance against loss or dam-
age to the facilities. In any event the
lease ghall provide that:

(1) The lessee shall provide, maintain,
change, or discontinue such Insurance, as
the Government may from time to time
requlre: Provided, That the lessee's lia-

bility for loss or damage to the facilitles
is modified accordingly;

(2) If any Iinsurance requirement is
changed pursuant to (1) above, an
equitable adjustment in the rent shall
be made so as to reflect any resulting
savings or increased costs to the lessee;
and

(3) The lessee shall notify the De-
partment concerned whenever the use of
the facilities in the performance of Gov-
ernment_contracts changes 50 as to be-
come 75 percent or more of the total
productive capacity thereof, and con-
versely whenever suth use changes so
as to become less than 75 percent of
such capacity.

(b) Generally, whenever more than 75
percent of the total productive capacity
of the facilities will be used for a sub-
stantial period of time in the perform-
ance of Government contracts and the
insurance costs are significant, or when-
ever it is deemed to be in the best interest
of the Government, the Department con-
cerned will, consistent with the policies
of § 13.411, relieve the lessee from liabil-
ity for loss or damage to the facilities and
eliminate any requirement for insurance
relating thereto. Conversely, whenever
less than 76 percent of such capacity will
be s0 used, or whenever it is deemed to be
in the best interest of the Government,
the Department concerned will require
the lessee to be responsible for loss or
damage to the facilities and provide and
maintain appropriate insurance, In
such cases an equitable adjustment shall
be made in the rent. In determining
when the Government shall so modify
the responsibilities of the lessee; the per-
centage of use shall not be regarded as
an absolute standard, but rather as an
important factor to be considered.

(R, 8. 161, sec. 2202, 70A Stat. 120; 5 U. 8. C.
22, 10 U, 8. C. 2202)

PART 12—LaABOR
SUBPART A—DBASIC LABOR POLICIES

Section 12.101 (¢) has been revised by
adding a reference to a DoD directive as
follows:

§12.101 Labor relations. * * *

(c) Where any labor dispute signif-
icantly affects, or so threatenes to affect,
important procurement, the Department
concerned shall notify the Office of the
Assistant Secretary of Defense (Man-
power, Personnel, and Reserve) and any
other interested Deépartment of all in-
formation relevant thereto, in accord-
ance with Department of Defense Direc-
tive Number 11353, dated 8 January
1953, Subject: Participation in Indus-
trinl Relations Matters Affecting Pro-
curement,

(R. 8. 161, sec. 2202, T0A Stat, 120; 5§ U. 8. C
22, 10 U, 8. C. 2202)

J. J. Paxiax, Jr.,
Acting Director jor Procurement
Policy, Oflce of Assistant Sec-
retary of Defense (Supply and
Logistics)
{P. R. Doc. 58-8002; Filed, Nov. 28, 1058
8:49 a. m.]
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[Amdt. 36]

MISCELLANEOUS AMENDMENTS TO
SUBCHAPTER

The following miscellaneons amend-
ments are made to this subchapter:

PART T—ConTnact CLAUSES

SUBPART A—CLAUSES FOR FIXED-PRICE
SUPPLY CONTRACTS

Sections 7.103-10 and 7.103-11 have
been amended to reflect the relocation
of clauses and the correction of cross-
references resulting from the revision to
Part 8 of this subchapter.

£7.103-10 PFederal, State and local
tores. Insert the clause set forth in
§11.401-1 or § 11.401-2 of this chapter,
as the case may be.

§ 7.103-11 Default. Insert the clause
set forth in § 8.707 of this chapter.
SUBPART B—CLAUSES FOR COST-REIMBURSE-

MENT TYPE SUPPLY CONTRACTS

Section 7.203-11 is amended to read as

follows:

$7203-11 Erzcusable delays. Insert
the clause set forth in § 8.708.

PART 8—TERMINATION OF CONTRACTS

This revision to Part 8, expanded and
rearranged, clarifies the subject of con-
tracts terminated for the convenience of
the Government to speed up the entire
process from notice to terminate,
through disposition of residual inventory,
to settlement and payment. Existing
“fair and fast" termination policles are
reiterated and redefined. Comments
from representative industries were
carefully considered and in pertinent
part adopted. Wherever uniformity
could be served and duplication avolded,
procedures, methods, Instructions, and
practices common to the Military De-
partments have been incorporated. By
prescribing policies and procedures for
the use and application of the termina-
tion for default clause, this revision codi-
fies Department of Defense policy for
termination for the default of the con-
tractor.

Besides a new subpart F, devoted to
default, other new matter includes: Re-
duction in time from two years to one
year for submission of a claim by a prime
contractor and reduction from one year
fo six months for filing of subcontractor
clalms; prompt processing of applica-
tions for partial payment; an initial con-
ference between the contracting officer
and contractor to develop a program for
settlement; a plant clearance period of
90 days; application of Part 8 procedures
to disposal of contractor inventory re-
sulting from changes to a cost-reim-
bursement type contract; authorization
for the use of the provisions of Part 8
in disposing of obsolete or excess prop-
erty for which the contractor makes a
ciharge; increasing the contracting
oificer'’s responsibility to authorize the
contractor to conclude settlement of sub-
contracts up to $2.500; extending to all
of a contractor's terminated DoD prime
contracts the authority granted by any
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contracting offices within DoD to settle
subcontracts under $10,000; and the es-
tablishment of an equitable basis for
dealing with a loss contract by applica-
tion of & rate of loss to all costs.

Deépartment of Defense Contract cost
principles for comprehensive use in
negotiation and administration, in¢lud-
Ing terminations, are being readied for
promulgation. Because of the forth-
coming publication of these cost prin-
ciples, this Revision to Part 8 was not
concerned with the consideration of
costs In terminations., No attempt was
made to revise the principles and stand-
ards contalned in Subpart D.

Subpart D has been relettered Sub-
part C; the title of the new Subpart C
has been changed from “General Prin-
ciples Applicable t6 the Settlement of
Terminated Fixed-Price Contracts” to
“Additional Principles Applicable to the
Settlement of Terminated Fixed-Price
Contracts”, Sections 8.400, 8.401, and
8.402 have been changed to §§8.300,
8.301, and 8.302 respectively, and ref-
erence to § 8402 In new §8.302 (b) (&)
has been changed to § 8.302, and refer-
ence to §8406 in §8302 (¢) (13) has
been changed to § 8.306.

Part 8, as revised, now reads as follows
(with the ‘exception of §§8.300, 8.301,
and 8.302) :

Sec.
8.000 Scope and applicability of part.

Subpart A—Definitions of Terms

Definitions,

Amount of claim or settlement.

Common items,

Continued portion of the contract.

Contractor-acquired property.

Contractor inventory.

Disbursing officer,

Effective date of termination,

Government-furnished property.

Material.

Other work

Partial termination,

Plant clearance period.

Plant equipment.

Prime contract.

Production equipment,

Salvage.

Scrap.

Serviceable or usable property,

Settlement agreement.

Settlement proposal,

Special machinery and equipment.

Special tooling.

Subcontract,

Termination claim.

Termination Inventory.

Terminated portion of the con-
tract.

Subpert B—Goneral Principles Applicable to the
Settlement of Fixed-Price Typa Contracts
Termi d for Conveni ond to the
Settlement of All Terminated Cost-Roimburse-
ment Type Conlrachs

8.101
8.101-1
8.101-2
8.101-3
8.101-4
8.101-5
8,101-6
8.101-7
8.101-8
8.101-9
8.101-10
8.101-11
8.101-12
8.101-13
8.101-14
8.101-15
8,101-16
8.101-17
8.101-18
8.101-19
8.101-20
8.101-21
8.101-22
8.101-23
8.101-24
8.101-25
8.101-26

8200 Scope of subpart.

8201 Authority of contracting officers,

8202 Notice of termination.

8208 Methods of settlement,

8.204 Duties of prime contractor after
recelpt of notice of termination.

8.205 Dutles of contracting officer after
Issuance of notice of termina-
tion,

8208 Fraud or other criminal conduct,

8207 Audit of settlement proposals and

of subcontract settlements,

9221

Beo,

8208 Ssttlement of subcontract clalms.

8.208-1 ‘Subcontractor's righta,

8.208-2 Prime contractor's rights and ob-
Ngnations.

8.208-3 Settlement procedure.

8208-4 Authorization for subcontract set-
tiements of 810,000 or less with-
out approval or ratification.

82088 Recognttion of Judgments and
arbltration awards.

8.208-6 Deiay In settlement of subcon-
tractor claims,

8.208-7 Government ussistance in settle-
mont of subcontracta,

8208-8 Assignment of rights under sub-
contracta.

8.200 Settlement agreements.

82091 Guneral,

8.200-2 Excepted items.

8209-3 Government property.

B200-4 No-cost settlement,

8.200-5 Partial settloments.,

8.209-6 Joint settlement of two or more
claims.

8.200-7 Settlement by determination,

8210 Contracting officer's negotiation
memorandum,

8211 Review and approval of proposed
settlements,

8211-1 Settlement roview boards.

8211-2 Required review and approval.

8211-3 Scope of review.

8211-4 Actlon by board.

8212 Payment.

8212-1 Partial payments upon termina-
tion.

8212-2 PFinal payment.

B.213 Coat principles applicable to the

setticment of certain terminated
research and development con-
tracts. .

Subpart C—Additional Principles Applicable to
the Settlement of Terminoted Fixed-Price Con-
fracts

8.300 Scope of subpart.

8301 General standards for use of cost
principles,

8302 Statement of principles for ocon-
slderation of costa,

8303 Allowance for profit.,

8304 Adjustment for loas,

84305 Deductions,

8.306 Completed end itemas, .

8307 Settiement proposals.

8307-1 Submission of settlement propos-
als,

8307-2 Bases for gettiement proposals.

Subpart D—Additionol Principles Applicable to
the Settlement of Terminated Cost-Reimburse-
ment Type Controcts

8.401 General considerations.

8402 Election to discontinue vouchers.

8403 Notice to the General Accounting
Office.

B8.404 Procedure where contractor con-
tinues to submit vouchers.

B8.404-1 Submission of settiement proposal.

8.404-2 Submission of cost youchers.

8.405 Procedure where contractor discon-
tinues use of vouchers,

8.405-1 Submission of settlement proposal,

8.405-2 Interim negotiations.

8405-3 Information concerning previous
cost vouchers.

84054 Notice tb General Accounting Office
of audit status date.

8405-5 [Exceptions by the General Ac-
counting Office,

8.405-8 Final settlemgnt.

8406 Partial termination.

B8.A07 Termination for default.

Subpart E—Disposition of Termination Inventory

8.501 General.

8.501-1 Methods of disposal.
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Sec.

8.501-2 General restrictions on contrace
tor's suthority.

8802 Contractor-acquired property——
purchase or retention at cost, or
return to suppliers.

8.502-1 Purchase or retention at cost.

8.502-2 Return of property to suppliers,

8:502-3 Cost-relmbursement type con-
tracts,

8.503 Inventory schedules.

8.503-1 Submission of Inventory schedules,

8503-2 Separate schedules,

8503-3 Inventory descriptions.

8503-4 Inventory schedule certificate,

8503-5 Common items,

8.503-6 Withdrawals from inventory sched-
ules,

8503-7 Rejection and correction of Ine
adequate schedules,

8.504 Scrap and salvage.

8.604-1 General.

8.504-2 Scrap warranty.

8.505 Screening of serviceable and usable
property.

8505-1 Scope of screening,

8.505-2 Screening period,

8505-3 Acquisition by government.,

8.508 Government-furnished property.

8.507 Sale or other disposition of termi-
nation Inventory.

8507-1 General.

8.507-2 Competitive sales,

8507-8 Other salen.

8.507-4 Proceeds of sale,

8.507-6 Applicabllity of antitrust laws,

8.508 Donations,

8.509 Destruction or abandonment,

8.510 Special machinery, tooling and
equipment.,

8511 Removal and storage.

8.511-1 Special storage at the expense and
ritk of the contractor.

8511-2 Storage at the expense and risk of
the Government,

8512 Review of property disposal,

8512-1 Property disposal review boards.

B8.512-2 uired review.

8.513 Subcontractor termination inven-
tory.

8513-1 QGeneral policy.

8.513-2 Inventory schedules.

8513-3  Scrap anad salvage.

8513-4 . Serviceable and usable property.

8514 Adjustment prior to final settié-
ment,

B.514-1 Duty of contractors to Inform
government,

B.514-2 Right of government to review in-
ventory schedules,

8515 Accounting for termination inven-

tory.,
Subpart F—Termination for Defoult

8.600 Scope of subpart.

B8.601 General.

8.002 Termination of fixed-price supply
contracts for default,

8602-1 The Government’s right to termi-
nate for defanlt,

8.602-2 Effect of termination for default,

8.002-3 Procedure for default,

8.002-4 Procedure In leu of termination
for default, o~

8.602-5 Memorandum by the contracting
officer.

8.802-6 Repurchase against oontractor's
account,

8.602-7 Other damagea.

8.603 Termination of fixed-price con-
struction contracts for default,

8.608-1 Termination of the contractor's
right to proceed.

8.603-2 Effect of termination for default,

8.0603-3 Procedure for default,

8.603-4 Procedure in lleu of termination
for default.

8.603-5 Memorandum by the contracting
officer.

8603-6 Other damnges.
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8.701
8702
8.703
8,704
87041

8.704-2
B.705

8.706
8707
8708

8700

8.800
8,801
8:801-1
8.801-2
8.802
8.802-1
8.802-2
8,802-3

8.802-4

8.082-5
8.802-6

8.802-7

8.802-8

8.802-9
8.802-10
8.808

8804
8.805
8806
8.800-1

8.806-2

8.806-3

8.806-4

Subpart G—Clouses

Bcope of subpart.

Termination clause for fixed-price
contracts.

Termination clause for cost-reime-
bursement type contracta.

Termination-clnuse for fixed-price
construction contracts,

Research and development con-
tracts with educational and
other nonprofit Institutions.

Termination clause,

Suggested clause for subcontracts.

Short form termination clause for
fixed-price supply and service
contracts.

Subcontract termination clause,

Defaull clause for fixed-price sup-
ply contracts,

Excusable delays clause for cost-
reimbursement type supply con-
traots,

Default clause for fixed-price con-
struction contracts,

Subpart H—Forms

Scope of subpart:

Notice of termination.

Telegraphie notice of termination.

Letter notice of termination,

Forms for settiement of fixed-price
contracts.

DD Form 540—Settlement Pro-
posal—Inventory Basis,

DD Form 541—Settlement Pro-
posnl—Total Cost Basis,

DD Form B831—Settlement Pro-
posal—Short Form.

DD Form &542—Inventory Sched-
ule A-—Metals In Mill Product
Form. '

DD Form 542¢c—Inventory Sched-
ule A—Continuation Sheet.

DD Form 543-“-Inventory Sched-
ule B—Raw Materials,

DD Form BJ43c—Inventory Sched-
ule B—Continuation Sheet,

DD Form 544—Inventory Sched-
ule C—Work in Process.

DD Form S44c-—Inventory Bched-
ule C—Continuation Sheet,

DD Form 845—Inventory Sched-
ule D—Dies, Jigs, Pixtures, etc.,

- and Special Tools.

DD Form 3iSc~Inventory Sched-
ule D—Continuation Sheet,

DD I'orm 832 —Inventory Schedule
E-Short Porm for Use with DD
Form 831 Only.

DD Form 0646-—Schedule of Ac-
counting Information,

DD Form 848-—Application for
Partinl Payment.,

DD Form 547—Settlement Proposal
for Cost-Relmbursement Type
Caontracts,

DD Form 547s—Notice of Audit
Status Date.

Scrap Warranty.

Forms of Settlement Agreement,

Settlement Agreement for Use in
Setuling Fixed-Price Prime Con-
tracts after Complete Termina-
tion.

Settlement Agreement for Use in
Settling Fixed-Price Prime Con-
tracts after Partial Termination,

Partial Settlement Agreement, for
Use in Settling Fixed-Price Prime
Contracts after Complete or
Partial Termination where
Settlement Pertains Only to
Settlements with Suboontrac-
tors.

Settiement Agreement for Use in
Settling Cost-Relmbursement
Type Prime Contracts after Com-
plete Termination where Settle-
ment Includes Costs.

see.

8806-8 BetUement Agreement for Use In
Settling  Cost-Reimbursement
Type Prime Contracts after Com-
plete Termination where Settle-
ment Is Limited to Fee.

8.806-6 No Cost Settlement Agreement—
Partial Termination.

8.806-T No Cost Settlement Agreement—
Complete Termination.

8.807 DD Form 1114—Instructions for

Use of Contract Termination
Bettiement and Inventory Sched-
ule Forms,

(Nore: A facsimile of each of the forms
listed above In §f 8.802 to 8.807 has been filed
with the Federal Reglster Division; coples of
forms may be obtained through the con-
tracting officer in any of the military de-
partments.)

Avrnorrry: £§ 8.000 to 8.807 issued under

"R. 8§..161, sec 2202, 7T0A Stat. 120; 5 U. 8. C.

22, 10 U. 8. C. 2202,

§8.000 Scope and applicadbility of
part. (a) This part establishes uniform
policies and procedures relating to the
complete or partial termination of con-
tracts for the convenlence of the Govern-
ment or for default. It includes uniform
contract clauses with respect to termi-
nation and excusable delay, and ap-
proved termination and seftlement
forms.

(b) This part applies fo contracts
which by their terms provide for termi-
nation for the convenience of the Gov-
ernment or for the default of the con-
tractor, whether or not the clauses in
the contract with respect to termination
and excusable delay are those set forth
in Subpart G of ‘this part. In the event
the clauses actually used in the contract
are inconsistent with the provisions of
this part, the clauses actually used shall
control to the extent of the inconsistency.
Contracts which do not contain the ap-
plicable clauses may, where it is in the
best Interest of the Government, be
amended by agreement prior to or after
termination of the contract, to include
or substitute such a clause.

(¢) This part also applies to the dis-
posal of contractor inventory arising out
of any modification of & cost-reimburse-
ment type contract pursuant to the
Changes clause.

(d) When the Head of a Procuring
Activity so authorizes, the provisions of
this part may be utilized—

(1) In determining any equitable ad-
Justment as a result of modifleation of
any contract other than a cost-reim-
bursement type contract pursuant to the
Changes clause;

(2) In the disposal of any property
which has become obsolete or excess for
any reason under a contract whenever
the cost of such property is made the
basis of a claim by the contractor against
the Government; or

(3) In the disposal of contractor in-
ventory generally,

SUBPART A—DEFINITIONS OF TERMS
§8.101 Definitions. As used in this
part, the following terms have the mean-
ing stated below:
§8.101-1 Amount of clatm or settle-
ment. When the action to be taken
under this part depends upon the amount
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of a termination claim or settlement,
then, In determining such amount, (&)
credits for retention or other disposal of
termination inventory sallocated to the
claim and for advance or partial pay-
ments shall not be deducted from the
gross claim or settlement: but (b)
amounts payable for completed articles
or work at the contract price, or for the
settlement or discharge of termination
claims of subcontractors, shall be
deducted.

§ 8.101-2 . Common items, “Common
items" means material which is common
in nature to both the terminated con-
tract and the contractor's other work.

§ 8.101-3 Continued portion of the
contract. “Continued portion of the
contract” means that portion of a par-
tially terminated contract which relates
to work or end items not already com-
pleted and accepted prior to the effective
date of termination and which the con-
tractor must continue to perform.

§8.101-4 Contractor-acquired prop-
erty. “Contractor-acquired property” is
property procured or otherwise provided
by the contractor for the performance of
a contract, whether or not the Govern-
ment has title by the terms of the con-
tract, or exerclses its contractual right
to take title.

§8101-5 Contractor inventory.
“Contractor inventory” means (a) any
property acquired by and in the posses-
sion of a contractor or subcontractor
(including Government-furnished prop-
erty) under a contract pursuant to the
terms of which title is vested In the
Government, and in excess of the
amounts needed to complete full per-
formance under the entire contract; and
(b) any property which the Government
is obligated to or has an option to take
over under any type of contract as a
result either of any changes in the speci-
fications or plans thereunder or of the
termination of such contract (or sub-
contract thereunder), prior to comple-
tion of the work, for the convenience or
at the option of the Government,

§8.101-6 Disbursing oficer. ‘Dis-
bursing officer” means the officer or
agent of the office designated as the pay-
Ing office under the contract, including
as appropriate, Army finance and ac-
counting officers, Air Force accounting
and disbursing officers, and Navy re-
klonal accounts officers.

§8101-7 Effective date of termina-
fion. “Effective date of termination’”
means the date upon which the notice of
termination first requires the contractor
to stop performance, in whole or in part,
under the contract. If, however. the
termination notice is received subsequent
to the date fixed for termination, then
the effective date of termination means
the date on which the notice Is received,

£8.101-8 Government-furmished
property. “Government-furnished prop-
erty" is property in the possession of or
Acquired directly by the Government,
and subsequently delivered or otherwise
made available to the contractor.

§8.101-9 Material, “Material” means
Property which may be incorporated in-
No. 233—3
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to or attached to an end item to be de-
livered under a contract or which may
be consumed or expended in the per-
formance of a contract. It includes, but
is not limited to, raw and processed ma-
terial, parts, components, assemblies,
and small tools and supplies which may
be consumed in normal use in the per-
formance of the contract.

§ 8.101-10 Other work. “Other work"”
means any current or scheduled work of
the contractor, whether Government or
commercial, other than work related to
the terminated contract.

§8.101-11 Partial termination. “Par-
tial termination” means the termination
of a part, but not all, of the work which
has not been completed and accepted
under a contract,

$£8.101-12 Plant clearance period.
“Plant clearance period” means a period
beginning with the effective date of the
termination for convenience and ending,
for each particular property classifica-
tion (such as raw materials, purchased
parts, and work in process) at any one
plant or location, 90 days after receipt by
the contracting officer of acceptable in-
ventory schedules covering all items of
that particular property classification in
the termination inventory at that plant
or locatlon, or ending on such later date
as may be agreed to by the contracting
officer and the contractor. Final phase
of a plant clearance period means that
part of a plant clearance period after the
receipt of acceptable inventory schedules
covering all items of the particular prop-
erty classification at the plant or
location.

§£8.101-13 Plant equipment. “Plant
equipment” means personal property of
a capital nature (consisting of machin-
ery, equipment, furniture, vehicles, ma-
chine tools, accessory and auxiliary
items, and production equipment, but ex-
cluding special tooling) used or capable
of use in the manufacture of supplies
or in the performance of services or for
any administrative or general! plant
purpose.

§ 8.101-14 Prime contract. *“Prime
contract” means any contract as defined
in § 1.201-6 of this chapter entered into
by any Department or procuring activity,

§ 8.101-15 Production equipment,
“Production equipment” means those
items of plant equipment located within
a manufacturing, processing, assembly,
or service establishment, and used for
cutting, abrading, grinding, shaping,
forming, joining, measuring, testing,
heating, or treating production materials
or work in process.

£ 8.101-16 Salvage. “Salvage” means
property which, because of its worn,
damaged, deterlorated, or incomplete
condition, or specialized nature, has no
reasonable prospect of sale or use as
serviceable property without major re-
pairs or alterations but which has some
value in excess of its scrap value,

§8.101-17 Scrap. “Scrap” means
property that has no reasonable prospect
of being sold except for the recovery
value of its basic material content.
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§8.101-8 Serviceable or usable prop=-
erty. “Serviceable or usable property”
means  property that has reasonable
prospect of sale or use either In {ts exist-
ing form or after minor repairs or altera-
tions.

§8.101-19 Setilement agreement,
“Settlement agreement” means a written
agreement, in the form of an amendment
to the contract, between the contractor
and the Government settling all or a
severable portion of a settlement pro-
posal.

£8.101-20 Settlement proposal. “Set-
tlement proposal” means a termination
claim submitted by a contractor or sub-
contractor in the form, and supported
by the data, required by this part.

£ 8.101-21 Special machinery and
equipment. “Special machinery and
equipment” means that part of plant
equipment which was acquired or con-
structed solely for the performance of
the terminated contract or the termi-
nated contract and other Government
contracts, and as to which the contractor
claims loss of useful value,

§ 8.101-22 Special tooling. *Special
tooling’” means property of such a spe-
cialized nature that its use, without sub-
stantial modification or alteration, is
limited to the production of the partic-
ular supplies or performance of the
particular services for which acquired
or furnished. It includes, but is not
limited to, jigs, dies, fixtures, molds, pat-
terns, special taps, special gauges, and
special test equipment.

§8.101-23 Subcontract. “Subcon-
tract” means any contract as defined
in § 1.201-6 of this chapter other than a
prime contract, entered into by a prime
contractor or a subcontractor, calling
for supplies or services required for the
performance of any one or more prime
contracts.

§8101-24 Termination -claim.
“Termination claim” means any claim
by a contractor or subcontractor, per-
mitted by the terms of a prime contract,
for compensation for the termination, in
whole or in part, of the prime contract
or a subcontract thereunder, and any
other claim which this Section author-
izes to be asserted and settled in con-
nection with a termination settlement,

§8.101-25 Termination inventory.
“Termination inventory” means any
items of physical property purchased,
supplied, manufactured, furnished, or
otherwise acquired for performance of
the terminated contract and properly
allocable to the terminated portion of
the contract, The term does not include
any facilities, material, production or
other equipment, or special tooling,
which are subject to a separate contract
or a speclal contract provision governing
the use or disposition thereof. Termi-
nation Inventory may include con-
tractor-acquired property and Govern-
ment-furnished property as defined in
§8.101-4 and § 8.101-8.

§8.101-26 Terminated portion of the
contract. “Terminated portion of the
contract” means that portion of a
terminated contract which relates to
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work or end items not already complet-
ed and accepted prior to the effective
date of termination and which the con-
tractor is not to continue to perform.

SUBPART B—GENERAL PRINCIPLES APPLICABLE
TO THE SETTLEMENT OF FIXED-PRICE TYPE
CONTRACTS TERMINATED FOR CONVENIENCE
AND TO THE SETTLEMENT OF ALL TERMINATED
COST-REIMBURSEMENT TYPE CONTRACTS

$8.200 Scope of subpart. ‘This sub-
part deals with:

(a) The authority of contracting oMi-
cers to terminate contracts in whole or
in part (1) for the convenience of the
Government; and (2) in the case of
cost-reimbursement type contracts for
default;

(b) Dutles of the contractor and the
contracting officer after issuance of the
notice of termination;

(¢) General procedures for the settle-
ment of terminated contracts; and

(d) Settlement agreements,

Subpart C sets forth additional prin-
ciples applicable only to fixed-price type
contracts. Subpart D sets forth ad-
ditional principles applicable only to
cost-reimbursement type contracts.
Subpart F sets forth the principles ap-
plicable to the termination of fixed-price
type contracts for default,

§8201 Anthority of contracting
officers. The authority of contracting
officers to terminate contracts for con-
venlence, and for default in the case of
cost-reimbursement type contracts, and
to enter into settlement ngreements
under this Subchapter is usually found
in the termination clause or other pro-
visions of the contract. Contracts shall
be terminated for the convenience of the
Government or for default only when
such action is in the best interest of the
Government, as determined in accord-
ance with Departmental procedures.

§8202 Notice of termination. Con-
tracts shall be terminated for conven-
ience, or for default in the case of cost-
reimbursement type contracts, only by
a written notice to the contractor (see
8.801), stating:

(a) That the contract is being termi-
nated for the convenience of the Govern-
ment (or for default) pursuant to the
contract provisions authorizing such
termination;

(b) The effective date of termination:

(¢) The extent of termination and, if
| & partial termination, the portion of the
contract to be continued: and
' (d) Any special instructions.

A copy of the notice of termination
'shall be sent to any known assignee,
;xunramor. or surety of the contractor.

| 88203 Mothods of settlement, Set-
tlement of terminated cost-reimburse-
ment type contracts and of fixed-price
type contracts terminated for conven-
ience may be effected by (a) negotiated
agreement, (b) determination by the
contracting officer, (3) in the case of
cost-reimbursement type contracts, cost-
ing-out undey vouchers using Standard
JForm 1034, or (d) a combination of these
methods. Every effort shall be made to
reavh a fair and prompt settlement with
the tontractor. The negatiated agree-
ment 18 the most expeditious and most
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satisfactory method of settling termi-
nation claims and shall be used when-
ever feasible, Settlement by determi-
nation shall be uséd only when a termi-
nation claim cannot be settled by
agrecement.

§8204 Duties of prime contractor
after receipt of notice of termination.
The contractor, after receipt of the no-
tice of termination and except as other-
wise directed by the contracting officer,
must comply with the termination clause
of the contract and the notice of termi-
nation which generally require, among
other things, that the contractor:

) Stop work Immediately on the
terminated portion of the contract and
discontinue placing subcontracts there-
under;

(b) Terminate all subcontracts re-
lated to the terminated portion of the
prime contract;

(¢) Immediately advise the contract-
ing officer of any special circumstances
precluding the stoppage of work;

(d) If the termination is partial, per-
form the continued portion of the con-
tract and submit promptly any request
for an equitable adjustment of price with
respect to the continued portion of the
contract, supported by evidence of any
increase in the cost thereof:

(e) Take such action as may be neces-
sary, or as the contracting officer may di-
rect, to protect and preserve property in
the possession of the contractor in which
the Government has or may acquire an
interest; and, to the extent directed by
the contracting officer, deliver such
property to the Government;

(f) Promptly notify the contracting
officer in writing of any legal proceed-
ings against the contractor growing out
of any subcontract or other commitment
related to the terminated portion of the
contract; ~

(g) Settle all outstanding labllitles
and all claims arising out of termination
of subcontracts, obtaining any approvals
or ratifications required by the contract-
ing officer;

(h) Promptly submit its own settle-
ment proposal, supported by appropriate
schedules; and

(1) Dispose of any termination inven-
tory, as directed or authorized by the
contracting officer,

§8.205 Duties of contracting officer
after issuance of notice of termination.
(a) In accordance with the termination
clause In the contract and with the no-
tice of termination, the contracting offi-
cer shall, among other things:

(1) Direct the action required of the
prime contractor;

(2) Examine the settlement proposal
of the prime contractor and, when ap-
propriate, the settlemcnt proposals of
subcontractors;

(3) Promp tly negotiate settlement
with the contractor and enter into a set-
tlement agreement; and >

(4) To the extent that he s unable
to negotiate settlement after due and
diligent effort, promptly settle the con-
tractor’s claim by determination,

(b) To expedite settlement, the con-
tracting officer shall seek assistance from
specially qualified personnel (such as

negotiating, legal, accounting, inspecting,
engineering, and property disposal per-
sonnel) to:

(1) Assist the contracting officer In
dealings with the contractor;

(2) Render advice on legal and con-
tractual matters;

(3) Conduct accounting reviews and
render advice and assistance on account-
ing matters; and

(4) Perform the following functions
with 7Tespect to the termination
inventory—

(D) Verify its existence:

(11) Determine qualitative and quanti-
tative allocability;

(11) make recommendations concern-
ing serviceability and unserviceability.

(iv) Undertake necessary screening
and redistribution; and

(v) Assist the contractor in accom-
plishing other disposition,

(e) An initial conference shall be held
with the contractor as promptly as pos-
sible to develop & definite program for
effecting the scttlement, Where ap-
propriate in the judgement of the con-
tracting officer, principal subcontractors
should be present., Toplcs discussed at
the conference should {nclude;

(1) General principles relating to the
settlement of any termination claim, in-
cluding obligations of the contractor
under the termination clause of the
contract:

(2) Extent of the termination, point
at which work is stopped, and status of
any plans, drawings, and information
which would have been delivered had the
contract been completed;

(3) Status of any continuing work;

(4) Obligation of the contractor to
terminate subcontracis and general
prineiples to be followed (n settlement of
subcontractor claims;

(5) Names of subcontractors involyved
and the respective dates termination no-
tices were issued to them:

(6) Contractor personnel handling,
and methods for, review and settlement
of subcontractor claims;

(7) Arrangements for transfer of title
and delivery to the Government of any
materials required by the Government ;

(8) General principles and procedures
to be followed in the protection, preser-
vation, and disposition of contractor's
and subcontractor’s termination inven-
tory, including the preparation of ter-
mination inventory schedules;

(9) Contractor sccounting practices
and preparation of DD Form 546 (Sched-
ule of Accounting Information) (§ 8.802-
9);

(10) Form in which settlement pro-
posals shall be submitted:

(11) Accounting review of settlement

proposals;

(12) Any requirement for interim
financing in the nature of partial pay-
ments; and

(13) Tentative time schedule for ne-
gotiation of the settlement, including
submission of settlement proposals, ter-
mination inventory schedules, and ac-
counting information schedules by the
contractor and subcontractors,

§£8.206 Fraud or other criminal con-
duct, Whenever the contracting officer
has reason to suspect fraud or other
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criminal conduct in connection with the
seltlement of a terminated contract, he
shall discontinue all negotiations with
the contractor and shall report the facts
in accordance with §1.111, of this
chapter,

§8.207 Audit of settloment proposals
and of subcontract settlements. (a)
Each settlement proposal of $1,000 or
over submitted by a prime contractor
shall be referred by the contracting offi-
cer to the cognizant audit agency for
appropriate examination and recom-
mendation.  The contracting officer
may, In his discretion, refer for audit
settlement proposals of less than $1,000.
The contracting officer's referral shall
be In writing and shall recommend the
scope of the audit, but the auditor may
expand the scope of the audit if deemed
advisable, The audit agency shall sub-
mit a written report and recommenda-
tions to the contracting officer, in ac-
cordance with Departmental procedures.

(b) Subcontract settlements submit-
ted by the prime contractor to the con-
tracting officer for approval or ratifica-
tion In accordance with § 8.208 shall be
referred to the cognizant audit agency
for review and recommendations if (1)
the settlement involves $25,000 or more;
or (2) the contracting officer considers
an audit, in whole or in part, desirable.
The audit agency shall submit a written
report and recommendations to the con-
tracting officer, in accordance with De-
partmental procedures.

§8.208 Seltlement of subcontract
claims.

§8.208-1 Subcontractor's rights. A
subcontractor has no contractual rights
agninst the Government upon the ter-
mination of a prime contract. The
rights of a subcontractor are against the
prime contractor or Intermediate sub-
contractor with whom it _has contracted.
Upon termination of a prime contract,
the prime contractor and each subcon-
iractor are responsible for the prompt
seitlement of the termination claims of
Immediate subcontractors.

£8.208-2 Prime contractor's rights
and obligations. Each termination clause
provides that, after recelpt of a notice
of termination and except as otherwise
directed by the contracting officer, the
prime contractor shall terminate all
subcontracts to the extent that they re-
late to the performance of any work
lerminated by notice of termination.
Prime contractors should therefore, for
toelr own protection, include a ter-
mination clause in thefr subcontracts.
A suggested subcontract termination
clause is set forth in § 8.706. The failure
of a prime contractor to include an
tppropriate termination clause in any
subcontract, or to exercise its rights
tiereunder, shall not (a) affect the right
of the Government to require the ter-
mination of the subcontract, or (b) in-
Crease the obligation of the Government
beyond that which would have arisen if
tie subcontract had contained an ap-
Propriate termination clause. In any
Such case, the reasonableness of the
brime contractor's settlement with the
Subcontractor should normally be meas-
Ured by the aggregate amount which
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would be due under subparagraphs ),
b, and (iil) of paragraph (e) of the
suggested subcontract termination
clause. Reimbursement in excess of
thnt amount shall be allowed only in un-
usual cases, and then only when the
contracting officer is satisfied that the
terms of the subcontract were nego-
tinted In good faith and did not unrea-
sonably increase the rights of the sub-
tractor,

$£8.208-3 Settlement procedure. (a)
Settlements with subcontractors shall be
made in general conformity with the
policies and principles relating to sottle-
ment of prime contracts as set forth in
this subpart and in subpart € or D of
this part as applicable. However, the
basis and form of the subcontractor’s
settlement proposal must be acceptable
to the prime contractor or the next
higher tier subcontractor. Each such
settlement shall be supported by ac-
counting and other data sufficlent for
adequate review by the Government. In
no event shall the Government pay to
the prime contractor any amount for
loss of anticipatory profits or conse-
quential damages resulting from the
termination of any subcontract (but see
§ 8.208-5).

(b) Except as provided in §8.208-4
(1) all subcontractor termination inven-
tory shall be disposed of and accounted
for in accordance with Subpart E of this
part, and (2) the contracting officer
shali require the prime contractor to
submit to him for approval or ratifica-
tion all termination settlements with
subcontractors. In submitting each set-
tlement, the prime contractor shall cer-
tify that it has examined the subcon-
tractor's claims included therein, that
they are allocable to the terminated
portion of the prime contract, and that
the settlement is fair and reasonable,
was negotiated in good faith, and is not
more favorable to the subcontractor
than if the Government were not in-
volved. The contractor shall also certify
that it has received from all its imme-
diate subcontractors certifications sub-
stantially in the form of its own certifi~
cation. With respect to settlements
with more remote subcontractors, the
contractor shall certify that it has o
information leading it to doubt their
reasonableness o their allocability to
the terminated portion of the prime
contract.

(c) The contracting officer shall
promptly examine such subcontract set-
tlement required to be submitted to him
(Including the basis and form of the
proposal upon which the settlement was
based) to satisfy himself that the sub-
contract termination was made neces-
sary by the termination of the prime
contract, and that the settlement was
arrived at in good faith, is reasonable in
amount, and is allocable to the termi-
nated portion of the contract (or If
allocable only in part, that the proposed
allocation is reasonable). In consider-
ing the reasonableness of any subcon-
tract settlement, the contracting officer
shall be guided generally by the provi-
sions of this part relating to the settle-
ment of prime contracts, and shall com-
ply with any applicable requirements of
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§88.207 and 8.211 relating to audit and
review. Upon completion of the exam-
ination, the contracting officer shall
notify the contractor in writing of (1)
his approval or ratification, or (2) his
reasons for disapproval.

$8.208-4 Authorization for subcon-
tract setllements of $10,000 or less with-
out approval or ratification, (a) (1)
The contracting officer may, upon the
written request of the prime contractor,
authorize itin writing to conclude set-
tiements of $10,000 or less (see § 8.101-1)
of its terminated subcontracts, without
approval or ratification by the contract-
ing officer, if:

(1) The contracting officer is satisfied
with the adequacy of the procedures used
by the contractor in settling termination
claims (including proposals for reten-
tion, sale, or other disposal of termina-
tion inventory) of its immediate and
lower tier subcontractors.

(if) Any termination inventory in-
cluded in determining the amount of the
settlement will be disposed of in accord-
ance with § 8513, except that the dis-
position of such inventory shall not (a)
be subject to review by the contracting
officer under §§ 8.513-1 or 8.513-3, or (b)
be subject to § 8.513-4; and

(lii) The settlement will be accom-
panied by a certificate substantially
similar to the certificate set forth in the
settlement proposal forms in § 8.802:

Provided, That the contracting officer
shall not grant to the contractor any au-
thority hereunder for settlements be-
tween $2,500 and $10,000 without the
written approval as to that contractor
of the Head of the Procuring Activity
concerned, or of a deputy or principal
assistant responsible for contract mat-
ters, Except as provided in subpara-
graph (3) of this paragraph authority
granted to a prime contractor pursuant
to this subparagraph (a) (1) by any
contracting officer within the Depart-
ment of Defense shall be applicable to all
terminated prime contracts of all pro-
curing activities within the Department
of Defense,

(2) Except as provided in subpara-
graph (3) of this paragraph, the con-
tracting officer without further approval
or ratification shall accept, as part of
the prime contractor’s termination
claim, any settlement of. terminated
lower tier subcontracts concluded by
any of its immediate or lower tier sub-
contractors who, pursuant to subpara-
graph (1) of this paragraph, have been
granted, by any contracting officer within
the Department of Defense, authority as
prime contractors to settle subcontracts:
Provided, that the settlement of such
lower tier subcontracts is within the imit
of such authority,

(3) The provisions cf subparagraphs
(1) and (2) of this paragraph shall not
apply to any contracts under the admin-
istration of any contracting officer within
the Department of Defense if such con-
tracting officer so notifies the prime con-
tractor concerned. Such notice (i) shall
be in writing, (ii) shall be issued only
after written approval thereof by the
Head of the Procuring Activity con-
cerned or of a deputy or principal assist-
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ant responsible for contract matters, and
(iii) if subparagraph (2) of this para-
graph Is involved shall specify any sub-
contractor affected.

(b) § 8513 shall apply to any disposal
of completed end items allocable to the
terminated subcontract, except that
completed end items allocable to the
terminated subcontract may be disposed
of without review by the contracting of-
ficer under §8.513-1 or £8.513-3, end
without screening under § 8.513-4, Iif the
total amount thereof (at the subcon-
tract price) when added to the amount
of the settlement does not exceed $10,000.

(c) A contracting officer granting the
above authorization to a contractor shall
be responsible for periodically making
n selective review of settlements to de-
termine whether the contractor is mak-
ing adequate reviews and fair settle-
ments, and whether such authorization
shall remain in effect. Whenever the
contracting officer determines that the
contractor's procedures are not ade-
quate or that improper settlements are
being made, he shall revoke the authori-
zation by written notice to the con-
tractor. The revocation shall take effect
only from the date of receipt.

(d) Any number of separate settle-
ments of $10,000 or less may be made
with a single subcontractor. However,
claims which would normally be in-
cluded in a single settlement proposal,
such as those based on a series of sep-
arate orders for the same item under
one contract, shall be consolidated
wherever possible, and shall not be di-
vided in order to bring them within the
authorization,

§$8,208-5 Recognition of judgments
and arbitration awards. (a) In the
event a subcontractor obtains a final
judgment against & prime contractor,
the contracting officer sghall, for the
purposes of settling the prime contraoct,
treat the amount of the judgment as a
cost of settling with the subcontractor,
to the extent such judgment is properly
allocable to the terminated portion of
the prime contract if:

(1) The prime contractor has made
reasonable efforts to include in its sub.
contract the termination clause in
§ 8.706 or a similar clause excluding pay-
ment of anticipatory profits or conse-
quential damages;

(2) The provisions of the subcontract
relating to the rights of the parties.upon
its termination, in whole or in part, are
fair and reasonable and do not unrea-
sonably increase the common law rights
of the subcontractor;

(3) The contractor has made reason-
able efforts to settle the claim of the
subcontractor;

(4) The contractor has given prompt
notice to the contracting officer of the
Initintion of the proceedings in which
the judgment was rendered and has not
refused to give the Government con-
t.m(ll of the defense of the proceedings;
an

(6) The contractor has diligently de-
fended the suit or, {f the Government
has assumed control of the defense of
the proceedings, has rendered such rea-
sonable assistance as has been requested
by the Government.
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If the foregoing conditions are not all
met, the contracting officer may allow
the - contractor such part of the judg-
ment as he considers a fair amount for
settling the termination claim under the
subcontract, giving due regard to the
policies set forth in this part for settle-
ment of such claims,

(b) Where a contractor and his sub-
contractor submit a subcontractor ter-
mination claim to arbitration under any
applicable law or contract provision,
the contracting officer shall recognize
the amount of the arbitration award as
the cost of settling the claim of the
subcontractor to the same extent and
under the same conditions as specified
in paragraph (a) of this section.

§8.208-6 Delay in settlement of
subcontractor claims, Where a prime
contractor is unable to settle with a sub-
contractor and such inability is delaying
the settlement of the prime contract,
the contracting officer may settle with
the prime contractor, excepting from
the settlement the whole or any part
of the claim of such subcontractor and
reserving the rights of the Government
and of the prime contractor with re-
spect thereto,

§ 8.208-7 Government assistance in
settlement of subcontracts. In unusual
cases the contracting officer may deter-
mine that it is In the best interests of
the Government to offer assistance to
the prime contractor in the settlement
of a particular subcontract. Such a sit-
uation may exist when the prime con-
tractor has made all reasonable efforts
to negotiate the settlement without suc-
cess and the contracting officer believes
that with the assistance of the Gov-
ernment a settlement can be reached,
Such assistance shall be furnished only
with the consent of the prime contrac-
tor. In such cases, an agreement may
be entered into by the Government, the
prime contractor, and a subcontractor,
covering the settlement of one or more
subcontracts. In any such case, pay-
ment to the subcontractor shall be ef-
fected through the prime contractor as
fart: of the overall settlement with the
atter.

§ 8.208-8 Assignment of rights under
subcontracts, (a) -The termination
clauses set forth In Subpart G of this
part obligate the prime contractor to
assign to the Government, in the manner,
at the times, and to the extent directed
by the contracting officer, all its right,
title, and interest under any subcontracts
terminated by reason of termination of
the prime contract. The contracting
officer shall not require such assignment
unless he determines that it is in the best
interest of the Government.,

(b) In giving the Government the
right to require the assignment of the
prime contractor’s interest in terminated
subcontracts, the termination clauses set
forth in Subpart G of this part also pro-
vide that the Government shall have the
right, in its discretion, to settle and pay
any or all claims arising out of the ter-
mination of such subcontracts. This
right does not obligate the Government
to settle and pay termination claims of
subcontraclors. As a general rule, the

prime contractor Is obligated to settle
and pay such claims. Where, however,
the contracting officer determines that
is in the best interest of the Government
to settle and pay directly a subcontruc-
tor's termination claim, he shall first
obfaln approval in accordance with De-
partmental procedures. An example of
a situation in which the best interest of
the Government would be served by cf-
fecting a direct sctilement would be
where a subcontractor is the sole source
for a product and it appears that a delay
by the prime contractor in settlement or
payment of the subcontractor’s claim
will jeopardize the financial position of
the subcontractor. Direct seltlements
with subcontractors are not encouraged

§8.209 Settlement agreements.

§8.209-1 General. When a settle-
ment has been negotiated with respect
to the terminated portion of a contraot,
and all required reviews have been ob-
tained, the contractor and the contract-
ing officer shall enter Into a settiement
agreement, substantially in the form
set forth in the appropriate subpara-
graph of § 8.806. The settlement shall
cover (a) any setoffs and counterclalms
which the Government may have
ageinst the contractor and which may
be applied against the terminated con-
tract, and (b) all claims of subcon-
tractors, except claims which are specifi.
cally excepted from the agreement
and reserved for separate settlement.

§8209-2 Excepled items. Where
any rights or claims of the Government
or of the contractor are to be excepted
from the settlement, the settlement
agreement shall specify the nature and
extent of the excepted items, However,
care shall be taken so that the wording
of the exception does not create any
new rights in the parties beyond those
in existence prior to the execution of
the settlement sgreement.  The sepa-
rate settlement of excepted items shall
be in accordance with the provisions
of this Section and shall be set forth in
settlement agreements.

§ 8.209-3 Government property. Be-
fore any settlement agreement is exe-
cuted, the contracting officer shall de-
termine the status of the Government
property account for the terminated
contract. If the audit of such property
required by Part 312, paragraph 404,
discloses property for which the con-
tractor cannot account, the settlement
agreement shall reserve the rights of
the Government with respect to such
property, or make an appropriate de-
duction from the amount otherwise due
the contractor.

§8.209-4 No-cost settlement. (2)
If no costs have been incurred by the
contractor with respect to the termi-
nated portion of the contract or if the
contractor is willing to waive the costs
incurred by it and if no amounts are
due to the Government under the con-
tract, a no-cost settlement agreement
shall be executed substantially in the
form set forth in § 8.806-6 or § 8.806-7,
as applicable,

(b) Under a terminated cost-reim-
bursement type contract, if the contrac-
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tor elects to obtain reimbursement of
cosis by the submission of Standard
Form 1034 vouchers (costing-out), the
settlement agreement shall cover only
the fee, if any,

§ 8.209-5 Partial settlements. Every
effort should be made by the contract-
ing officer to settle in one agreement all
rights and liabilities of the parties under
the contract except those arising from
any continued portion of the contract.
Generally, contracting officers shall not
attempt to make partial settlements
covering particular items of the prime
contractor’s settlement proposal. How-
ever, when a contracting officer cannot
promptly effect a complete settlement
under the terminated contract, a partial
scttlement may be entered into: Pro-
vided (a), The issues on which agree-
ment has. been reached are clearly
severable from other issues, and (b) the
partial settlement will not prejudice the
interests of the Government or the con-
tractor in disposing of the unsettled
part of the claim,

§8.200-8 Joint settlement of two or
more claims. With the consent of the
contractor, the contracting officer” or
officers concerned may negotiate jointly
two or more termination claims of the
same contractor under different con-
tructs, even though such contracts are
with different Military Departments.
In such éases, accounting work shal be
consolidated to the greatest extent
practical. The secttlement resulting
from such foint negotiation may be evi-
denced by one settlement agreement
covering all contracts involved or by a
separate agreement for each contract in-
volved. 'Where the settlement agree-
ment covers more than one contract, it
shall (a) clearly identify the contracts
involved; (b) apportion the total
amount of the settlement among the
several contracts on some reasonable
basis; (¢) have attached or incorporated
therein a schedule showing the appor-
tionment; and (d) be distributed and
attached to each contract involved in
the same manner as other contract
amendments,

$8.209-7 Settlement by determina-

tion—(a) General. To the extént that
the contractor and contracting officer
are unable to agree upon the settlement
of a terminated contract or if a termi-
nation claim is not submitted withinf the
period required by the termination clause
In the contract, the contracting officer
shall issue a determination of the
amount due in accordance with the ter-
mination clause in the contract, Includ-~
ing any cost principles incorporated
therein by reference. The contracting
officer shall comply with the provisions
of 1% 8.200-1 through 8.209-6 in making
any such determination.

(b) Notice to contractor. 'The con-
iracting officer shall give the contractor
not less than 15 days’ notice by certified
mail (return receipt requested) to sub-
mit, on or before a stated date, written
fvidence substantiating the amount
claimed to be due.

{c) Submission of evidence. (1) The
contractor has the burden of establishing
by proof satisfactory to the contracting
officer the amount claimed.
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(2) The contractor may submit such
vouchers, verified transcripts of books
of account, affidavits, audit reports, and
other documents as it may wish. The
contracting officer may request the con-
tractor to submit such additional docu-
ments and. data, and may cause such
accounting, Investigations, and audits to
be made, as he deems appropriate.

(3) The contracting cfficer may accept
photostatic or other copies of documents
and records, and shall not require orig-
inal documents, unless there is a question
of authenticity.

(4) If the contractor wishes to confer
with the contracting officer, or if the
contracting officer wishes additional in-
formation from Government personnel
or from independent experts, or wishes
to consult persons whose affidavits or re-
ports have been submitted, the contract-
ing officer, in his discretion, may hold
such conferences as he deems appro-
priate.

(d) Determinations. After reviewing
the information submitted or otherwise
available to him, the contracting officer
shall determiné the amount due and
shall transmit a_copy of his determi-
nation to the contractor by certified mail
(return receipt requested). The letter
of transmittal shall advise the contractor
that the determination is a final decision
from which an appeal may be taken un-
der the Disputes clause. The determi-
nation shall set forth the amount due
the contractor and shall be supported
by detailed schedules conforming gen-
erally to the forms for settlement pro-
posals set forth in Subpart H of this part,
and by additional information, sched-
ules, and analyses, as appropriate. An
adequate explanation shall be glven for
each major item of disallowance. The
contracting officer need not reconsider
(1) any settlement with a subcontractor,
(2) any disposition of property, or (3)
any other action relating to the termi-
nated portion of the contract, where
such settlement, disposition, or other ac-
tion has been previously ratified or ap-
proved by him or another duly authorized
contracting officer,

(e) Preservation of evidence. The
contracting officer shall retain in appro-
priate files of the contracting agency all
written evidence and other data or copies
thereof, relied upon by him In making
his determination, except that copies
of original books of account, need not
be made. Books of account together
with other original papers and docu-
ments, shall be returned to the contrac-
tor within a reasonable time.

(f)" Appeals. The contractor has a
right of appeal, under the Disputes clause
of the contract, from any settlement by
determination, except that the contrac-
tor has no such right of appeal where it
has failed to submit {ts settlement pro-
posal within the time provided in the
contract and has falled to request ex-
tension of such time, The pendency of
an appeal shall not affect the authority
of the contracting officer to settle the
termination claim or any part thereof by
a negotiated agreement with the con-
tractor at any time before the appeal is
decided.
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§ 8.210 Contracting oficer’s negotia-
tion memorandum, The contracting
officer shall, at the conclusion of the
settiement negotiations, prepare a mem-
orandum setting forth the principal ele-
ments of the settlement for Inclusion in
the contract file and for the use of re-
viewing authorities, If the seitlement
was negotiated on the basis of Individual
items, the contracting officer shall specify
the factors considered with respect to
each item. If the settlement was nego-
tiated on an over-all lump-sum basis, the
contracting officer need not evaluate
each item or group of items individually,
but the total amount of the recommend-
ed settlement shall be supported in
reasonable detail. The memorandum
shall include explanations of matters as
to which differences and doubtful ques-
tions were settled by agreement, and the
factors taken into consideration in con-
nection therewith, and any other matters
which, In the opinion of the contracting
officer, will assist reviewing authorities
in understanding the basis for the settle-
ment,

§8.211 Review and approval of pro-
posed settlements.

§8.211-1 Settlement review bdoards.
The Head of each Procuring Activity
shall establish Settiement Review Boards
to review proposed settlements as re-
qQuired by §8.211-2 (a). Such boards
shall be established in the office of the
Head of the Procuring Activity and may
also be established In field or regional
procurement offices, as appropriate.
Each Settlement Review Board should be
composed of at least three qualified
officers or civilian employees of the De-
partment concerned, who shall be per-
sons with broad business and contracting
experience, The membership of each
Board should include at least one lawyer,
one accountant and, In appropriate cases,
an engineer or industrial specialist. No
person shall serve as a member of a
Settiement Review Board in reviewing a
settlement in which he has participated.

§£8.211-2 Required review and ap-
proval—(a) When reguired. Prior to
executing a settlement agreement, or is-
suing a determination of the amount
due under the termination clause of a
contract, or approving or ratifying a sub-
contract settlement, the contracting of-
ficer shall submit each such settlement
or determination for review and approval
by a Settlement Review Board if:

(1) The settlement or determination
Involves $25,000 or more (see § 8.101-1):

(2) The settlement or determination
is limited to adjustment of the fee of a
cost-reimbursement contract or subcon-
tract and (A) In the case of a complete
termination, the fee, as adjusted, s
£25.000 or more; or (B in the case of a
partial termination, the fee, as adjusted,
with respect to the terminated portion of
the contract or subcontract is $25,000 or
more;

(3) The Head of the Procuring Ac-
tivity concerned determines that a review
is desirable; or

4) The contracting officer, in his dis-
cretion, desires review by the Settlement
Review Board.
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The review and approval of each settle-
ment or determination In excess of
$500,000 shall be by a Board at the Head
of the Procuring Activity level.

(b) Submission of information. The
contracting officer shall, in accordance
with Departmental procedures, submit to
the Settlement Review Board a statement
of the setilement, supported by such de-
tailed information as is required for an
adequate review. This information
should normally include coples of (1)
the contractor’s or subcontractor’s settle-
ment proposal, (2) the audit report, (3)
the property disposal report and any re-
quired approvals in connection there-
with, (4) the contracting officer's mem-
orandum explaining the settiement
(§ 8.210), and (5) when appropriate, the
opinion of any other Settlement Review
Board which has previously reviewed the
settlement. The Board may, in its dis-
cretion, require the submission of addi-
tional information.

§$8.211-3 Scope of review. The func-
tion of a Settlement Review Board is to
determine the overall reasonableness of
the proposed settlement agreement or
determination from the standpoint of
protecting the Government's interest.
The Board may vary the scope and in-
tensity of the review according to the
size and complexity of the proposed
settlement agreement or determination
and any other relevant factors. It is not
intended that the Board examine in de-
tall every element entering into the pro-
posed settlement agreement or determi-
nation, but the Board may inguire into
selected elements of the proposed settle-
ment agreement or determination to as-
sure that it has been conducted com-
petently and is based on adequate
information,

£8.211-4 Action by board, The Settle-
ment Review Board shall submit to the
contracting officer a written opinion with
respect to the proposed settlement agree-
ment or determination and any other
matter considered by the Board setting
forth its approval or disapproval there-
of, or other decision thereon. Failure of
the Board to submit a written opinion as
to any proposed settlement agreement
or determination within 30 days after
submission to the Board of all the infor-
mation required pursuant to §8211-2
(b) shall operate as an approval by the
Board. B

§8.212 Payment.

§ 8.212-1 Partial payments upon ter-
mination—(a) General. If the contract
authorizes partial payments on termina-
tion clalms prior to settlement, a fixed-
price prime contractor, or a cost-reim-
bursement prime contractor whose
settlement proposal includes costs, may
request such partial payments in the
form set forth in § £.802-10 at any time
after submission of interim or final
settlement proposals, Applications for
partial payments shall be processed
promptly. Partial payments to a sub-
contractor shall be made only through
the prime contractor.

(b) Amount of partial payment. Be-
fore approving any partial payment re-
quested by the contractor, the contract-
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ing officer shall have made such
accounting, engineering, or other spe-
cialized reviews as he deems proper of
the data required by this part to be sub-
mitted in support of the contractor’s
settlement proposals, If such reviews
and the contracting officer's examination
of the data indicate that the requested
partial paryment is proper, the contract-
ing officer may, in his discretion, author-
ize payments as follows:

(1) An amount up to 100 percent of
the contract price, adjusted in accord-
ance with § 8.306 for undelivered accept~
able items completed prior to the ter-
mination date, or completed thereafter
with the approval of the contracting
officer, which are included in the con-
tractor's settlement proposals pursuant
to § 8.306;

(2) An amount up to 100 percent of
the amount of any subcontract settle-
ment effected and paid by the prime con-
tractor: Provided, The settlement has
been approved or ratified by the con-
tracting officer pursuant to § 8.208-3 (¢)
or has been authorized pursuant to
§ 8.208-4;

(3) An amount up to 90 percent of the
direct cost of termination inventory, in-
cluding costs of raw materials, purchased
parts, supplies, and direct labor;

(4) A reasonable amount, not to ex-
ceed 90 percent, of other allowable costs
(including manufacturing and adminis-
trative overhead) allocable to the termi-
nated portion of the contract and not
included in subparagraph (1), (2), or
(3) of this paragraph; and

(5) An amount up to 100 percent of
partial payments made to subcontractors
in conformance with this subparagraph,

No. partial payments shall be made on
account. of profit or fee which may be
claimed with respect to the terminated

portion of the contract. In exercising
his discretion as to the extent to which
partinl paymeénts shall be made, the con-
tracting officer shall consider the dili-
gence of the contractor in settling with
its subcontractors and in preparing its
own claim.

(¢) Recognition of assignments.
Where an assignment of claims has been
made under the contract, partial pay-
ments shall not be made to other than
the assignee unless the parties to the as-
signment consent to the payments.

(d) Security for partial payments,
To the extent that any partial payment
is made with respect to completed end
ftems or for direct or indirect costs of
termination inventory, the interests of
the Government shall be protected by
transfer of title to the Government of
the completed end items or termination
inventory concerned, or by the creation
of a lien In favor of the Government,
paramount to all other liens, on such
completed end items or termination in-
ventory, or by other means authorized
by Departmental procedures, 4

(e) Deductions in computing amount
of partial payments. 'There shall be de-
ducted from the gross amount of any
partial payment otherwise payable
under § 8.212-1(b):

(1) Al unliquidated balances of prog-
ress payments and advance payments
(including interest thereon) theretofore

made to the contractor, which are al-
Jocable to the terminated portion of the
contract; and

(2) The amounts of all credits arising
from the purchase, retention, or sale of
property the costs of which are Included
in the application for partial payment.

(f) Limitation on total amount: ¢/-
Ject of overpayment. The total amount
of all partial payments shall not excecd
the amount which will, in the opinion
of the contracting officer, become due to
the contractor by reason of the termi-
nation. If the total of partial payments
made to the contractor should exceed
the amount finally determined to be due
to the contractor on its termination
claim, the excess shall be repayable Lo
the Government on demand, together
with interest computed at the rate of §
percent per annum from the date such
excess payment was received by the con-
tractor to the date of repayment: Pro-
vided, That (1) no interest shall be
charged for any such excess payment at-
tributable to a reduction in the contract
termination claim by reason of reten-
tion or other disposition of termination
inventory, until 10 days after the date
of such retention or disposition, or such
later date as determined by the con-
tracting officer by reason of the circum-
stances, and (2) no Interest shall be
charged for overpayment under cost-
reimbursement type research and de-
velopment contracts (without profit or
fee to the contractor) if the overpay-
ments are repaid to the Government
within 30 days after demand.

(g) Certification and approval of par-
tial payments, Partial payments in a
specific amount shall be made on the
basis of vouchers or Invoices certified by
the contractor. The certification shail
include, In additlon to any other pro-
visions ordinarily required to be included
in such certificate, the following:

The payment covered by this voucher s
a partial payment on account of the Con-
tractor's termination clalm under contract
No. ......, made  pursuant to 32 CIR
Part 8,

The invoice or voucher, if proper, shall
be approved by the contracting officer
by noting théreon the following:

Payment In the amount of $
approved,

§£8.212-2 Final payment—(n) Nego-
tiated settlement. Upon execution of 2
settlement agreement, a voucher or in-
voice showing the amount agreed upon,
less any portion previously paid, shall
be prepared and certified in the usual
form and presented to the disbursing
officer for payment. A copy of the
settlement agreement shall be attached
to the voucher or invoice.

(b) Settiement by determination. In
:he event of a settlement by determina-
ion:

(1) If the contractor has not appealed
the determination, a voucher or invoice
showing the amount so determined to
be due, less any portion previously paid,
shall be prepared and certified in the
usual form and presented to the disburs-
ing officer for payment; or

(2) If the contractor has appealed the
determination, a voucher or invoice
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showing the amount finally determined

on such appeal to be due, less any por-
tion previously paid, shall be prepared
and certified in the usual form and pre-
sented to the disbursing officer for pay-
ment.  Pending determination of any
sppeal, an invoice or voucher pursuant
to subparagraph (1) of this paragraph
may be presented to the disbursing of-
ficer for payment, without prejudice to
the rights of either party on the appeal.

(c) Interest. No interest shall be paid
by the Government on the amount due
under a settlement agreement or a
settlement by determination.

§ 8213 Cost principles applicable to
the settlement of certain terminated
research and  development contracts.
(a) In considering cost data as a basis
for negotiation or determination of
settlements under fixed-price or cost-
reimbursement type no-profits or no-fee
contracts for experimental, develop-
mental, or research work with educa-
tional or other nonprofit institutions,
which contain the termination clause
sct forth in §8.704, the items of cost
sct forth below shall be considered for
reimbursement, subject to the general
policies set forth in § 8.302. :

(b) Costs Incurred in the perform-
ance of the work terminated shall be
determined on the basis of the principles
set forth In Part 15, of this chapter.

(c) Subject to the general principles
set forth above and irrespective of
whether particular costs are treated by
the contractor as direct or indirect, the
costs described below shall be included to
the extent allocable to the terminated
portion of the contract:

(1) Claims of subcontractors, includ-
ing claims common to the contract and
o other work of the contractor:

(2) Costs ratified by the contracting
officer which, In'a particular ease, can-
not be discontinued immediately after
the effective date of termination despite
ull reasonable efforts of the contractor;

(3) Settlement expenses, including:

(1) Accounting, legal, clerical, and
similar costs reasonably necessary for
(a) the preparation and presentation to
the contracting officer of settlement
claims and proposals and supporting
date with respect to the terminated
portion of the contract, and (b) the
termination and settlement of subcon-
tracts; and

(i1) Reasonable costs for the storage,
transportation, proteotion, and disposi-
tion of property acquired or produced
for the contract;

(4) Rental costs under leases clearly
thown to have been reasonably neces-
fary for the performance of the termi-
nated contract, less the residual value
of such leases, if—

L 'The amount of such rental
tiimed does not exceed the reasonable
use value of the property leased for the
period of the contract and such further
Period as may be reasonable: and

D) The contractor makes all reason-
able efforts to terminate, assign, settle,
'fr otherwise reduce the cost of such
£ase;
there also may be included the cost of
alterations of such leased property:
Provided, Such alterations were neces-
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sary for the performance of the con-

tract, and of reasonable restoration re-

quired by the provisions of the lease;
(5) Severance pay to the extent re-

quired by law, by employer-employee

apreement, or by the contractor's estab-
lished policy: and /

(6) The direct/cost of repair of
damage resulting from the removal of
property for delivery to or disposal at
the direction of the Government,

SUBPART C—ADDITIONAL PRINCIPLES APPLI-
CABLE TO THE SETTLEMENT OF TERMINATED
FIXED-PRICE CONTRACTS

Nore: For text of §§ 8300, 8.301, 8302, see
F§ 8400, 8401, 8402 In Title 32 of the Code
of Federal Regulations, (Revised, 1054).

§8303 Allowance for profit—(a)
General. Profit shall be allowed only
on preparations made and work done
by the contractor for the terminated
portion of the contract but may not be
allowed on the contractor's settlément
expenses (see § 8.302 (b) (27)). Antici-
patory profits and consequential
damages shall not be allowed (but see
§ 8.208-5). Any reasonable method may
be used to arrive at a fair profit, sepa-
rately or as a part of the whole settle-
ment,

(b) Factors to be considered. In ne-
gotiating profit, factors to be considered
include:

(1) Extent and difficulty of the work
done by the contractor as compared
with the total work required by the
contract; engineering estimates of the
percentage of completion ordinarily
should not be required, but if available
ghould be considered;

(2) Engineering work, production
scheduling, planning, technical study
and supervision, and othér necessary
services; .

(3) Efficiency of the contractor, with
particular regard to (i) attainment of
quantity and quality production, (ii) re-
duction of costs, and (iii) economy in
the use of materials, facilities, and
manpower;

(4) Amount and source of capital em-
ployed, and extent of risk assumed, but
profit may not be allowed on interest
on borrowings allowed as a cost;

(5) Inventive and developmental con-
tributions, and cooperation with the
Government and other contractors in
supplying technical assistance;

(6) Charncter of the business, includ-
ing the source and nature of materinls
and the complexity of manufacturing
techniques;

(1) ‘The rate of profit which the con-
tractor would have earned had the con-
tract been completed;

(8) Character, extent, and diffioulty of
subcontracting, including selection,
placement, and management of subcon-
tracts, and engineering, technical as-
sistance, and other services rendered
but the profit shall not be measured by
the amount of the contractor's pay-
ments to subcontractors for settlement
of their termination claims; and

(9) The rate of profit both parties
contemplated at the time the contract
was negotiated.

(¢) Profit in settlements by determi-
nation. The formula for determining
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profit, set forth in subparagraph (e)
(1) (C) of the termination clause for
fixed-price contracts (§8.701) and sub-
paragraph (e) (f) (C) of the clause for
fixed-price construction contracts
(§8.703), is applicable only to a settle-
ment by determination (see § 8.209-7),
and shall not be used in establishing the
profit allowed in a settlement by nego-
tiation.

§8.304 Adjustment jor lozs. (a) In
the negotiation or determination of any
settlement, no profit shall be allowed if
it appears that the contractor would
have incurred a loss had the entire con-
tract been completed. The amount of
loss shall be negotiated or determined
and an adjustment in the amount of set-
tlement shall be made as specified in
parngraph (b) or (¢) of this section. In
estimating the cost to complete, con-
sideration shall be given to expected pro-
duction efficiencies and to other factors
affecting the cost to complete,

(b) If the settlement is on an inven-
tory basis, the contractor shall not be
pald more than:

(1) The amount negotinted or deter-~
mined for settlement expenses:

(2) The contract price, as adjusted,
for acceptable completed end items (see
§8.306) ; and

(3) The remainder of the settlement
amount otherwise agreed or determined
(not excluding the allocable portion of
Inftial costs (see §8.302 (b) (13)), re-
duced by multiplying that remainder by
the ratio of (i) the total contract price,
to (i) the total cost incurred prior to
termination plus the estimated cost to
complete the entire contract;

less all disposal credits and all un-
liquidated advance and progress pay-
ments previously made to the contractor
under the contract.

(e) If the settlement is on a total cost
basis, the contractor shall not be paid
more than:

(1) The amount negotiated or deter-
mined for settléement expenses; and

(2) The remainder of the total settle-
ment amount otherwise agreed or deter-
mined, reduced by multiplying that
remainder by the ratio of (1) the total
contract price, to (ii) that remainder
plus the estimated cost to complete the
entire contract;

less all disposal and other credits, all
advance and progress payments, and all
other amounts previously paid to the
contractor under the contract.

§ 8305 Deductions. From the amount
payable to the contractor under a settle-
ment, there shall be deducted (a) the
agreed price for any part of the termina-
tion inventory purchased or retained by
the contractor, and the proceeds of sale
of any materials sold by it, which have
not otherwise been pald or credited to the
Government; (b) the fair value, as de-
termined by the contracting officer, of
any parf of the termination inventory
which, prior to transfer of title to the
Government or to a buyer pursuant to
Subpart E of this part, is destroyed, lost,
stolen, or s0 damaged as to become un-
deliverable, except for normal spoilage
or ta the extent the Government has ex-
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pressly assumed the risk of loss: and ()
such other amounts as appropriate in
the particular case.

§8308 Completed end items.
Promptly after the effective date of ter-
mination, the contracting officer shall
have all undelivered completed end items
inspected and accepted If they comply
with the prime contract requirements,
and shall determine which accepted end
items shall be delivered under the con-
tract, The contractor shall be paid for
completed end {tems so accepted and de-
livered by Invoicing them at the contract
price in the usunl manner and shall not
include such end items in its termination
claim. Where completed end items,
though accepted, are not to be delivered
under the contract, the contractor shall
include such end items in its settlement
proposal at the contract price, appropri-
ately adjusted for any saving of freight
or other charges, together with any
credits for thelr purchase, retention, or
sale.

$8.307 Settlement proposals.

§ 8.307-1 Submission of settlement
proposals, (a) Subject to the Drovisions
of the termination clause in the contract,
the contractor shall promptly submit to
the contracting officer a scttlement pro-
posal setting forth the amount claimed
to be due by reason of the termination.
The proposal shall be submitted within
one year from the effective date of the
termination, unless the period has been
extended in accordance with the terms
of the contract,

(b) The settlement proposal shall
cover all elements of the contractor's
claim, including settlements with sub-
contractors. With the consent of the
contracting officer, proposals may be
filed in successive steps covering sepa-
rate portions of a claim. Such interim
proposals shall include g1l costs of a par-
ticular type, except as the contracting
officer may authorize otherwise.

(¢) Settlement proposals shall be in
the form specified in the appropriate
subparagraph of § 8.802. Where none of
those forms are adequate for a particular
contract, the Head of the Procuring Ac-
tivity concerned may authorize appropri-
ate modifications. Settlement proposals
shall be In reasonable detail supported
by adequate accounting data. Actual,
standard (appropriately adjusted), or
average costs, may be used in preparing
settlement proposals: Provided, That
such costs are determined in accordance
with generally recognized accounting
principles consistently followed by the
contractor. Where actual, standard, or
average costs are not reasonably avail-
able, estimated costs may be used if the
method of arriving at the estimates is
approved by the contracting officer, «+ A
contractor shall not be required to main-
tain unduly elaborate cost accounting
systems merely because its contracts may
subsequently be terminated.

(d) DD Form 831 (§ 8.802-3) may be
used when the total claim is less than
$1,000, unless otherwise instructed by the
contracting officer, Claims which would
hormally be included in = single settle-
ment proposal, such as those based on a
 series of scparate orders for the same
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item under one contract, shall be con-
solidated wherever possible and shall not
be divided in such & way as to bring them
below $1.000.

§ 8.307-2 Bases jor settlement pro-
posals—(a) Imventory basis. Use of the
inventory basis for settlement proposals
is preferred. Under this basis the con-
tractor shall claim only costs chargeable
or allocable to the terminated portion of
the contract, and the settlement pro-
posal shall itemize separately:

(1) At purchase or manufacturing
cost, each of the following—metals,
raw materials, purchased parts, work in
process, finished parts, components, dies,
Jigs, fixtures, and tooling;

(2) Charges such as engineering costs,
initlal costs, and general and admin-
istrative costs;

(3) Costs of settlements with sub-
contractors;

(4) Settlement expenses; and

(5) Other proper charges.

An allowance for profit (see § 8.303) or
adjustment for loss (see §8.304 (b))
shall be made to complete the gross ter-
mination claim. All unliquidated ad-
vance and progress payments, and all
disposal and other credits known when
the proposal is submitted, shall then be
deducted.

(b) Total cost basis. (1) When use of
the inventory basis is not practicable or
will unduly delay settlement, the total
cost basis may be used if approved in
advance by the contracting officer.

(2) When the total cost basis is used
under a complete termination, all costs
incurred under the contract up to the
effective date of termination shall be
itemized and the costs of scttlements
with subcontractors and applicable
settlement expenses shall be added. An
allowance for profit (see § 8.303) or ad-
Justment for loss (see § 8.304 (¢)) shall
be made. The contract price for all end
{tems which have been or are to be de-
livered and accepted shall be deducted.
All unliquidated advance and progress
payments, disposal and other credits
known when the proposal is submitied,
shall also be deducted.

(3) When the total cost basis is used
under & partial termination, the settle-
ment proposal shall not be submitted
until completion of the continued por-
tion of the contract. The settlement
proposal shall be prepared in accord-
ance with subparagraph (2) of this par-
agraph except that all costs incurred to
the date of completion of the continued
portion of the contract shall be included.

(¢) Other bases, Termination claims
shall not be submitted on any basis
other than paragraph (a) or (b) of this
section without the prior approval of the
Secretary concerned or his duly desig-
nated representative.

SUBPART D-—ADDITIONAL PRINCIPLES APPLI-
CABLE TO THE SETTLEMENT OF TERMINATED
COST-REIMBURSEMENT TYPE CONTRACTS

§ 8.401 General considerations. The
termination clauses for cost-reimburse-
ment type contracts (see §§ 8.702 and
8.704) provide for the settlement of
costs and of fee, if any., The pro-
visions of the particular contract gov-

erning costs shall determine what costs
are allowable,

§8402 Election to discontinue
vouchers. (a) After the effective date
of termination, the contractor may elect
to discontinue the use of Standard Form
1034 (Public Voucher)., Such election

-shall be made in the manner reguired

by the contracting officer (In the case of
the Navy, the Comptroller of the Navy
(Contract Audit Division) ), Upon such
election, the contractor shall not be per-
mitted to rvesume the use of Standard
Form 1034, and shall submit unreim-
bursed costs on the settlement proposal
form prescribed in § 8.803. On the baslis
of such settlement proposals, partial
settlements may be made from time to
time as appropriate.

(b) A contractor which continues to
use Standard Form 1034 may at any
time therenfter elect to discontinue the
use of such vouchers, A contractor shall
not, however, be permitted to recover
costs by the use, during the same period
of time, of both Stendard Form 1034
and settlement proposals, except as pro-
vided in § 8.406,

§ 8.403 Notice to the General Account-
ing Office. The contracting officer shall
promptly send a copy of the notice of
termination to the General Accounting

- Office, and shall promptly advise that

office of any election by the contractor
pursuant to § 8402 to discontinue the
use of Standard Form 1034,

§ 8404 Procedure where contractor
continues to submit vouchers.

§$ 8.404-1 Submission of settlement
proposal. If the contractor elects o
continue to submit reimbursable cos's
on Standard Form 1034, the contractor
shall submit a settlement proposal
which shall be llmited as to amount to
its claim, if any, for a fee. The pro-
posal shall be submitted to the contract-
ing officer within one year from the cf-
fective date of terminstion, unless the
period has been extended In accordance
with the terms of the contract. The
proposal shall be submitted in the form
prescribed in § 8.803, The fee to bLe
paid, if any, shall be established in the
manner provided by the contract, Per-
centage of completion of the contract is
generally the basis used. Where this
basis is used, factors such as the extent
and difficulty of the work done by the
contractor (ncluding but not limited
to planning, scheduling, technical study,
engineering work, production and super-
vision, placing and supervising subcon-
tracts to the extent reasonably required,
and work done by the contractor in (2)
stopping performance, (b) settling
claims of subcontractors, and (e¢) dis-
posing of termination inventory) shall
be compared with the total work re-
quired by the contract. The ratio of
costs incurred to the total estimated cost
of performing the contract {5 only oné
factor in computing the percentage of
completion of the contract. This pei-
centage may be either greater or !oss
than that Indicated by the ratio of cosis
incurred, depending upon the evaluation
by the contracting officer of the above
factors and other relevant considers-
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§ 8.404-2 Submission of cost vouch-
ers. The contractor shall submit on
Standard Form 1034 all costs reimbursa-
ble under the contract, including (a) *its
own costs allocable to the terminated
portion of the contract, (b) costs of set-
tements with subcontractors, and (¢)
applicable settlement expenses, The
contractor shall not be reimbursed for
the costs of settlements with subcon-
tractors unless the approvals or ratifica-
tions required pursuant to the contract
have been obtalned (see § 8.208).

§8.405 Protedure where contractor
discontinues use of vouchers,

§ 8.405-1 Submission of seltiement
proposal. . If the contractor discontin-
ues the use of Standard Form 1034, it
shall submit a settlement proposal cov-
ering both its costs and its claim, if any,
for a fee. The proposal shall be sub-
mitted. to the contracting officer within
one year from the effective date of ter-
mination, unless the period has beecn
extended in accordance with the terms
of the contract., The proposal shall be
submitted in the form prescribed in
! 8.803, unless the Head of the Procur-
ing Activity concerned authorizes modi-
fication thereof, The proposal shall
contain only unvouchered costs and the
contractor may not include in its settle-
ment proposal those costs which have
been finally disallowed or are the sub-
ject of a reclaim voucher,

$8405-2 Interim nepotiations. The
contracting officer and the contractor
shall proceed Immediately to take all ac~
tion required by the termination clause
of the contract and by this part (in-
cluding negotiation of settlements with
fixed-price subcontractors), but no final
settlement agreement shall be executed
until there has been full compliance
with §8.405-3 through § 8.405-5.

£ 8405-3 Information conecerning
previous cost vouchers. (a) The con-
tracting officer (in the case of the Navy,
the Comptroller of the Nayy (Contract
Audit Division)) shall notify the ap-
propriate disbursing officer in writing of
ihe number of the last Standard Form
1034 cost voucher submitted to him for
payment,

(b) Within 10 days from the date of
payment of the last Standard Form 1034
voucher or from the date of receipt of
the notice referred to in paragraph (a)
of this section, whichever is later, the
disbursing officerr shall prepare and
tranamit to the contracting officer a list
of all Standard Form 1043 vouchers
pald under the contract, showing (1)
Disbursing Office voucher number, (2)
amount of wvoucher, (3) date of pay-
ment, (4) disbursing ‘officer’s name,
symbol, and address, and (5) total
amount of vouchers paid. The contract-
ing officer shall verify the number and
amounts of the vouchers listed against
the records of tha procuring activity,
and if any discrepancies exist, shall re-
Quest the disbursing officer to reconcile
them. After reconciliation, the verified
list shall be returned to the disbursing
officer, (In the case of the Navy, the dis-
bursing officer shall, in licu of trans-
mitting the st of wvouchers to the
tontracting officer, transmit it to the
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Comptroller of the Navy (Contract Audit
Division), for verification.)

§$ 8.405-4 Notice to General Account-
fng Office of audit status date. Upon
receipt of the verfied list of vouchers,
the disbursing officer shall immediately
transmit a Notice of Audit Status Date
(DD Form 547 ) by certified mail (re-
turn receipt requested) to the Regional
Office of the General Accounting Office
zone in which the work on the termi-
nated contract was being performed.
Such notice fixes as the “Audit Status
Date"” (a) the day 60 days from the date
of the receipt of the notice by the Gen-
eral Accounting Office, or (b) the date
of the receipt by the procuring activity
of the final General Accounting Office
audit status letter, whichever is earlier.
The disbursing officer shall send & copy
of the notice to the contracting officer
(In the case of the Navy, also to the
Comptroller of the Navy (Contract Audit
Division)), and shall state when the
notice was recelved by the General Ac-
counting Office.

§ 8405-5 FExceptions by the General
Accounting Office. (a) During the first
30 days after receipt by it of the audit
status notice, the General Accounting
Office will continue to issue informal
inquiries  before issuing exceptions;
thereafter, and until the audit status
date, it will issue exceptions without
issuing informal inquiries. Only those
exceptions listed in the General Account-
ing Office final audit status letter will
be conszidered as outstanding at that
time; all Informal inquiries will either
be converted by the General Accounting
Office to exceptions at the time of is-
suance of that letter or be deemed to
have been cleared. Upon receipt of re-
plies to exceptions, the General Account-
ing Office will promptly furnish notice
that the reply Is satisfactory or will
promptly issue a revised exception. No
exceptions (other than pro forma excep-
tions) will be issued after the audit
status date.

(b) All replies to exceptions and in-
formal inquiries shall advise the General
Accounting Office of the disposition to
be made of the particular item in the
final settiement and shall contain com-
plete information justifying the pay-
ments in question. Replies shall be
submitted promptly in accordance with
Departmental procedures. After the
audit status date, a final attempt shall
be made by the contracting officer to
clear with the General Accounting Office
all outstanding exceptions and reclaim
vouchers prior to final settlement.

§ 8.405-6 Final settlement. (a) The
contracting officer may proceed with
completion of the settlement and execu-
tion of an appropriate settlement agree-
ment at any time after receipt of the
final audit status letter, If no such letter
has been received on or before the 15th
day following the audit status date, the
contracting officer may proceed on the
basis that there are no outstanding ex-
ceptions.,

(b) The fee shall be adjusted as pro-
vided in § 8.404-1,

(¢) The final seltlement agreement
may include all claims of the Govern-
ment and of the contractor under the
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terminated contract, except that no
amount may be allowed for any item of
cost which is the subject of 8 General
Accounting Office exception, elther
cleared by deduction or uncleared, or for
any other item of cost of the same na-
ture, unless a reclaim voucher covering
such cost has been presented by the con-
tractor and authorized by the General
Accounting Office for payment,

(d) The provisions of the contract
governing the types of reimbursable
costs shall constitute the basis of nego=
tiation: however, if an overall settlement
of costs is agreed upon, agreement on
each separate clement of cost is not
necessary. In appropriate cases, differ-
ences may be compromised and doubt-
ful questions settled by agreement. An
overall settlement shall not, under any
circumstances, be made the means of
reimbursing contractors for costs which
under the provisons of the contraet are
clearly not allowable.

§ 8.406 Partial termination. In the
event of a partial termination of a cost-
reimbursement type contract, the settle-
ment shall be limited to adjustment of
the fee, if any, unless the contracting
officer determines that:

(a) The terminated portion is clearly
severable from the balance of the con-
tract; or

(b) Performance of the contract Is
virtually complete, or that performance
of any continued portion is only on sub-
sidiary items or spare parts, or is other-
wise not substantial,

Subject to the foregoing exceptions, all
costs under the contract, including those
arising out of the partinl termination,
will continue to be presented in the
same manner as prior to the notice of
termination.

§ 8.407 Termination for default. The
right to terminate a cost-reimbursement
type contract for default is provided for
in the Termination clause set forth in
§ 8.702. In the event of termination, the
contractor shall be reimbursed its allow=
able costs in accordance with the clause,
and an appropriate reduction shall be
made in the total fee, if any, computed
in accordance with the default provistons
of the contract (see paragraph (e) (1)
(D) (II) of the clause in §8.702). The
costs of preparing the contractor's set-
tlement proposal are not allowable. A
cost-reimbursement type contract does
not contain any provision for recovery
of excess costs of reprocurement nfter
termination for default, but see para-
graph (b) of the c¢lause set forth In
§ 7.203-5 of this chapter with respect to
failure of the contractor to replace or
correct defective supplies. The proced-
ures set forth in $% 8.602 and 8.603 shall
be used to the extent appropriate in con-
sidering the termination for default of a
cost-reimbursement type contract. A
téen-day notice to the contractor prior
to termination for default is required In
every case by the Termination clause in
§ 8.702.

SUBPART E—DISPOSITION OF TERMINATION
INVENTORY

§ 8501 General

§8501-1 Methods of disposal. Sub-
ject to the Government exercising its
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right under the termination clause in a
contract to acquire title to, and require
delivery of, any items of termination in-
ventory, the contractor shall dispose of
all termination inventory in the manner
most favorable to the Government by the
following methods, in the order of
priority indicated:

(n) Purchase or retention by the
prime contractor or subcontracior at
cost;

(b) Return to suppliers:

(¢) Bale tincluding purchase or re-
tention at less than cost by the prime
contractor or subcontractor) ; or

td) Other disposition as hereinafter
provided.

§ 8.501-2 General resirictions on
contractor's authority. (a) The follow-
ing general restrictions are in addition
to specific restrictions set forth in this
Subpart E.

(b) The authority of a contractor to
purchase, retain, or dispose of termina-
tion inventory or to authorize or spprove
& purchase, retention, or disposition by a
subcontractor is subject to any appli-
cable Government restrictions on the
disposition of material classified by rea-
son of military securlty and any contract
provisions regarding the disposition of
material subject to a lien,

(¢) Contractors shall not sell termi-
nation inventory to persons known by
them to be officers, enlisted personnel, or
civilian employees of the Department of
Defense,

(d) The authority of a contractor to
approve a sale or a purchase or retention
at less than cost, by a subcontractor and
the authority of a subcontractor to sell,
or to purchase or retain at less than cost,
termination inventory with the approval
of the next higher-tier contractor does
not Include (1) a sale by a subcontractor
to the next higher-tier contractor or to
an affiliate of such contractor or of the
subcontractor, or (2) a sale, or a pur-
chase or retention at less than cost, by a
subcontractor affiliated with the next
higher-tier contractor. Each such ex-
cluded Sale, purchase, or retention
requires the written approval of the con-
tracting officer. A firm shall be con-
sidered to be affilinted with another
firm if they are under common control
or if there is any common interest be-
tween them, by reason of stock owner-
ship or otherwise, which is sufficient to
create a reasonable doubt that the bar-
galning between them is completely at
arm's length.

§ 8.5602 Conftractor-acquired property;
purchase or retention at cost, or return
to suppliers.

§ 8.5602-1 Purchase or retention at
cost. Contractors shall be encouraged
to purchase or retaln. contractor-ac-
quired property at cost. No part of the
cost of property so purchased or retained
shall be included in settlement proposals.
In any instance in which a contractor
purchases or retains any allocable con-
tractor-acquired property for use in
other continulng Government contracts
or commercial operations, handling and
transportation charges necessitated by
the purchase or retention of such prop-
erty may be included in the contractor's
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settlement proposal as “other costs”;
Provided, That such costs are reasonable,
Where property purchased or retained
is for use on a continuing Government
contract and is not in excess of the quan-
titative requirements for completion of
that contract, that property shall be
considered properly allocable to the con-
tinuing contract if that contract is sub-
sequently terminated, even though its
procurement would otherwise constitute
undue anticipation of production sched-
ules. If, as a result of the purchase or
retention of property from a terminated
contract for use on a continuing Govern-
ment contract, the contractor terminates
subcontracts under the continuing Gov-
ernment contract, the charges Incurred
by reason of the termination of such
subcontracts may be Included in the
termination claim under the terminated
contract.

$8.502-2 Return of property to sup-
pliers. Contractors are authorized and
shall be encouraged to return allocable
quantities of contractor-acquired prop-
erty to suppliers for full credit less the
supplier's normal restocking charge, or
15 percent of cost, whichever is less.
Conlractors shall not include In their
settlement proposals the cost of such
property returned to suppliers in accord-
ance with this section. Contractors may
include in their settlement proposals as
“other costs' the transportation, han-
dling, and restocking charges with re-
spect to the property so returned.

§ 8,602-3 Coast-reimbursement type
contracts. Under cost-reimbursement
type contracts, the contractor's right to
purchase or retain contractor-acquired
property at cost (§8.502-1) or return
such property to suppliers (§ 8.502-2)
shall be subject to the approval of the
contracting officer after adjustment of
previously reimbursed costs for such
property.

§8.503 Inventory schedules.

§ 8.603-1 Submission of inventory
schedules. As promptly as possible after
receipt of a Notice of Termination, the
prime contractor is required to submit
inventory schedules to the contracting
officer covering all items of termination
inventory, including Government-fur-
nished property: Provided, That ter-
mination inventory purchased or re-
talned at cost, or returned to suppliers,
pursuant to § 8.502 shall not be listed.
Inventory schednles may be submitted
prior to submission of the settlement
proposal. Submission shall not be de-
layed In order to supply complete cost
data on items of work in process where
such data Is not readily available. Par-
tial schedules may be submitted from
time to time when they cover substantial
portions of a particular property classi-
fication in the termination inventory,
Each schedule submitted shall be desig-
nated by the contractor as “partial” or
“final."

§ 8.503-2 Separate schedules. Sepa-
rate sets of schedules shall be submitted
on the forms prescribed in §§ 8.802-4
through 8.802-8, for contractor-acquired
property and for Government-furnished
property, and, within each of those cate-

gories, for each of the following class!-
fications:

(a) Production equipment;

(b) Serviceable aircraft or aircraft
components;

{¢) Other serviceable or usable mate-
rials; and

(d) Scrap or salvage,

Classification of property by the contrac-
tor in the schedules shall be subject o
the approval of the contracting officer,

§ 8.603-3 Inventory descriptions. A
commercial description, adequate for dis-
posal and sereening purposes, of all items
having commercial value shall be in-
cluded iIn the Iinventory schedules.
Where any {tems of termination inven-
tory bear a Government identification
number, such number shall be listed on
the inventory schedules. In the case of
other items, the contractor shall furnish
a deseription sufficlent to enable the con-
tracting officer to determine the proper
disposition thereof. The contractor shall
consult the contracting officer when in
doubt as to the extent of description re-
quired, The contractor need not {temize
material believed to be scrap or salvage
if (a) such material i physlcally segre-
gated in the contractor’s plant; and (b)
the contractor submits & statement de-
scribing the material generally, setting
forth {ts approximate cost, and giving
such other information as may be neces-
sary for the contracting officer to deter-
mine whether the material is scrap or
salvage, If the material is determined
by the contracting officer to be scrap or
salvage (see § 8.504), the contractor msy
make a single descriptive entry on an
inventory schedule covering such ma-
terial and indicating its approximate
total cost.

§ 8.503-4 Inventory schedule certifi-
cate. The certificate on the inventory
schedules prescribed in § 8/802-4 through
% 8.802-8 shall be executed by the con-
tractor on each schedule submitted. The
certificste, among other things, tenders
title to the Government of the property
listed therein, unless the Government
already has title thereto.

$8.503-5 Common items. Under no
circumstances shall the contractor’s in-
ventory schedules include any items
(except for property delivery of which
has been required by the Government
and except for Government-furnished
property) reasonably usable on other
work of the contractor without loss fo
it, (See §8.302a (1) () DD

§8.503-6 Withdrawals from inven-
tory schedules. If at any time prior to
final disposition any items of contractor-
acquired property listed in the contrac-
tor's inventory schedules becomo
reasonably usable on other work of the
contractor without loss to it and this
fact is known to the contractor, the
contractor is required to purchase or re-
tain such items at cost in accordance
with §§ 8.502-1 or 8.502-3, whichever is
applicable, and shall amend its inven-
tory schedules and its settlement pro-
posal accordingly, Upon notification to
the contracting officer, the contractor
may similarly purchase or retain at cost
any other items of property included in
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its inventory schedules. Withdrawal of
Government-furnished property in-
cluded in inventory schedules is subject
to approval by the contracting officer.

§ 8.503-T Rejection and correction
of inadequate schedules—(a) General,
Contracting officers shall cause to be
verified, to the extent practicable, the
physical count and condition of inven-
tories, including Government-furnished
property, listed on the contractor’s in-
ventory schedules. If any Inventory
schedule submitted by a contractor is
found to be inadequate, the contractor
shall be promptly notified and required
to correct or supplement the schedule as
to the items which are deficient. Inven-
tory schedules shall not be rejected if
the information contained therein Is
adequate for disposal purposes, even if
complete cost data on work in process
are not available, Rejection of an in-
ventory schedule shall be limited where
possible to specific items thereon and
shall not necessarily render the entire
schedule unacceptabie.

(b) Eflect on plant clearance period.
(1) Where only individual items on the
inventory schedules covering all items of
n particular property classification are In
need of correction or amplification, the
inventory schedules as submitted shall be
considered acceptable for purposes of
starting the final phase of a plant clear-
ance period (see § 8.101-12)., However,
where the Inadequacy of an inventory
schedule requires the return of the entire
schedule to the contractor for correction
or revision, the final phase of the plant
clearance period as to the property clas-
sification covered thereby shall not begin
until acceéptable final schedules covering
that property classification have been
submitted.

(2) The contracting officer shall ad-
vise the contractor of any deficiencies ap-
parent in the Inventory schedule within
15 days after receipt of the final sched-
ule, or the schedules shall be deemed
acceptable for purposes of starting the
final phase of a plant clearance period.
However, should substantial errors de-
velop which were not apparent from the
Inventory schedules previously deemed
acceptable, the final phase of a plant
clearance period shall not be deemed to
have commenced until corrected sched-
ules have been submitted unless the con-
tracting officer determines that no un-
warranted delay in disposal operations
was occasioned thereby,

£ 8504 Scrap and salvage.

18504-1 General, Promptly after
the submission of inventory schedules by
the contractor, the contracting officer
shall reyview, or cause to be reviewed, the
contractor's treatment of any items of
termination inventory as serap or sal-
vage (see § 8.503-3), The review shall
Include a ecareful examination of the in-
ventory schedules and in appropriate
cases physical inspection of the property
involved, Prior to determining that
such items are scrap or salyage, the
contracting officer shall obtain such ap-
brovals as may be required by Depart-
mental procedures. If the contracting

officer determines that any of the ma-
terlals listed by the contractor as serap
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or salvage are serviceable or usable
materials, the contractor shall, in ac-
cordance with such determination, sub-
mit revised inventory schedules (see
§ 8503-7). Property determined to be
scrap and which, by other Government
regulations, Is required to be segregated
by alloy or otherwise, shall be so segre-
gated by the contractor. Property de-
termined to be scrap or salvage may, with
the approval of the contracting officer,
be sold or otherwise disposed of by the
contractor in accordance with the pro-
vislons of §§ 8.505-3, 8.507, or 8.509. In
appropriate cases, when approved by the
contracting officer, such sales may be
consolidated with the contractor’'s sales
of scrap and salvage generated from its
other work and, in such cases, the scrap
warranty required by §8.504-2 may be
walved in the discretion of the contract-
ing officer.

§ 8504-2 Scrapwarranty. (a) If any
termination inventory is sold as scrap,
a scrap warranty, substantially as set
forth in § 8.805 shall be obtained.

(b) The scrap warranty may be re-
leased on behalf of the Government by
the contracting officer if, as considera-
tion for the release, the Government is
paid the difference between (1) the price
for which the material was sold as scrap
and (2) an amount, approved by the
contracting officer, not less than that
which the material would bring if it
were sold at a falr and reasonable price
as set forth In § 8,5607-2 (), for purposes
other than use as scrap. The release of
the scrap warranty shall be given by the
Government and the consideration paid
to the Government, even though the con-
tract containing the warranty was not
made directly with the Government,

(¢) In the event of resale of any ma-
terial subject to a scrap warranty, the
seller is required to obtain an appropriate
scrap warranty from the purchaser
thereof. Upon tender of this warranty
to the Government, the seller shall be re-
Jeased by the Government from lability
under his own warranty.

§ 8.505 Screening of serviceable and
usable property.

§ 8.505-1 Scope of screening. (a)
Subject to paragraphs (¢) through ()
of this section, serviceable and usable
property, other than production equip-
ment, included in the contractor's inven-
tory schedules shall be screened as
follows:

1) Inventories of aircraft and air-
eraft components shall be screened for
possible redistribution within the De-
partments of the Air Force and Navy;

(2) Items, such as reserved materials,
strategic and eritical materials, and
narcotics, shall be reported for any spe-
cial sereening as required by Departmen-
tal procedures; and

(3) Inventories of other items shall be
sereened to the extent required by the
procuring activity, which may include
reporting to the Utilization Division,
Armed Forces Supply Support Center.

(b) Production equipment inventories
shall be screened to the extent required
by the procuring activity. Production
equipment determined upon completion
of such screening to be excess to the
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needs of the procuring activity shall be
reported to the Utilization Division,
Armed Forces Supply Support Center,
for Department of Defense utilization
screening, except when the acquisition
value of the item is less than $300, or
the condition of the item is N-4, E-4,
04, R-3, R-4, X (salvage), or scrap
(see condition codes listed on Inventory
Schedules, §% 8.802-4 through 8.802-8).
However, production * equipment In
classes 3411 through 3419 and 3441
through 3449 (see Cataloging Handbook
H 2-1, Federal Supply Classification, Of-
fice of the Assistant Secretary of De-
fense (Supply and Logistics)) shall be
reported regardless of condition.

(¢) If the contractor has been directed
by the Notice of Termination to deliver
any items of termination inventory to
the Government no further screening
of those items shall be required.

(d) If the total serviceable and usable
property, other than production equip~
ment, included in the contractor’s in-
ventory schedules has an original cost
of $1,000 or less, such property need not
be screened within the procuring activity
unless the contracting officer determines
that sereening is desirable,

(¢) Line items included in the con-
tractor’s inventory, having an original
cost of $300 or less, need not be screened
if such {tems are listed by the contractor
on a separate schedule or schedules un-
less the contracting officer determines
that screening is desirable, The term
“line item’ means all substantially sim-
flar articles under any one contract at
any one location and which should be
listed as a single entry in an inventory
schedule.

(f) Termination inventory to which
£ 8.208-4 is applicable does not require
screening,

§ 8.506-2 Screening period. Produc-
tion equipment, and other property vol-
untarily reported by the procuring activ-
ity to the Utilization Division, Armed
Forces Supply Support Center, in ac-
cordance with Departmental procedures,
shall be screened within the Department
of Defense for a period not to exceed 45
calendar days after the issue date of the
Excess Listing covering that property
prepared by the Utilization Division.
Upon expiration of-the screening period
the contracting officer shall notify the
contractor promptly that the listed in-
ventory, except that portion for which
the contracting officer has received in-
structions from the Utilization Division,
may be sold or otherwise disposed o! as
hereinafter set forth,

§ 8.505-3 Acquisition by Government,
If any item of serviceable or usable prop-
erty is desired by any activity of the De-
partment of Defense, or other agency of
the Government, for stock, diversion to
other contracts, or other purposes, the
contractor shall deliver such property
as directed by the contracting officer.
The order of priority of such acquisition
shall be: the procuring activity, other
activities of the Department of Defense,
and other Government agencies.

§8.506 Government-jurnished prop-
erty. Government-furnished property
included in termination Inventory, re-
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turn of which has not been required by
the Government, may be disposed of in
the same manner as other termination
inventory after screening in accordance
with the requircments of §8.505. The
contracting officer is required to approve
all such dispositions and may specify
methods for preparing and routing in-
ventory schedules covering such prop-
erty.

§ 8.507 Sale or other disposition of
termination inventory.

£ 8507-1 General. Under the stand-
ard termination clauses, the contractor
is required to use {ts best efforts to seil
termination inventory, in the manner,
at the times, to the extent, and at the
prices directed or authorized by the con-
tracting officer, except that the contrac-
tor (a) is not required to extend credit
to any purchaser, and (b) may purchase
or retain at less than cost any items of
termination inventory not retained by it
at cost. Any property which is included
in the contractor's inventory schedules,
which has not been acquired by the
Government under § 8.505-3, may be
purchased or retained at less than cost
by the contractor or sold by the con-
tractor to a third party as provided in
§ 8.607-2 or § 8.507-3 at any time after
notification by the contracting officer
that screening has been accomplished or
will noY be required. Any such purchase,
retention or sale shall be subject to the
approval of the contracting officer, as
part of or prior to the final settlement
(see § 8.512 as to review by Property Dis-
posal Review Boards),

§ 8.507-2 Competitive sales. (a) Ex-
cept as provided in § 8.507-3, termination
inventory shall be offered for sale on a
competitive basis. Generally, 3 bids
shall be obtained, one of which may be
submitted by the contractor. The prop-
erty shall be sold to that responsible
bidder whose bid is most advantageous to
the Government, price and other factors
considered, or purchased or retained by
the contractor if its bid is most advanta-
geous to the Government: Provided,
That the price shall be fair and reason-
able in the light of reasonable knowledge
or test of the market, due regard being
‘had for current prices for any raw ma-
terinls or products for which quotations
are published, and to the circumstances,
nature, condition, quantity, and location
of property. Any bid by the contractor
shall be submitted in the same manner
a5 and concurrently with other bids,
The contractor shall not be entitled to
preference In any sale.

(b) Bids shall be solicited sufMciently
in advance of the opening of bids to al-
low bidders an adequate opportunity to
prepare and submit thelr bids. Bids
shall be solicited by any one of the
methods set forth below: Provided, That
when deemed necessary by the contractor
to assure full and free competition, more
than one method may be used: And pro-
vided further, That where the original
acquisition cost of serviceable material
available for sale at any one time and
location 15 $25.000 or more, in addition
to any other method of solicitation used,
the sale shall nlso be advertised in a
newspaper of general circulation as pro-
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vided in subparagraph (4) of this para-

graph.

(1) A notice of the proposed sale may
be mailed or delivered to all prospective
bidders; if this method s used, the
bidders' list shall include all known re-
sponsible prospective purchasers located
in the general area in which the property
is located:

(2) A notice of the proposed sale may
be displayed at appropriate public places;

(3) A notice of the proposed sale may
be published in appropriate trade jour-
nals or magazines; °

(4) A notice of the proposed sale may
be published in a newspaper of general
circulation in the locality in which the
property is located; or

(5) Where the amount or value of the
property is not large enough to warrant
preparation of a formal notice of the
proposed sale, or other special circum-
stances are present, invitations to bid
may, with the contracting officer's ap-
proval, be issued orally, by telephone, or
by other informal media, so long as the
element of competition is maintained,
and each such sale {s fully documented.

(¢c) Any notice of a proposed sale
under paragraph (b) of this section shall
indicate in general terms the types ol
matérial for sale, shall give the date on
or after which such material will be
available for sale, and shall reserve the
right to reject any or all bids submitted,
So far as feasible, lots shall be offered in
such reasonable quantities as to permit
all bidders, small as well as large, to
compete on equal terms.

§$ 8.507-3 Other sales. (a) Sales, or
purchases or retentions at less than cost
by the contractor, may, if the Govern-
ment’s interests are adequately pro-
tected, be authorized by the contracting
officer without competitive bids when es-
sential In the interest of making a fair
and prompt settlement (inciuding the
expeditious clearance of the contractor's
plant) .

(b) After such screening as may be
required by Departmental procedures,
scientific equipment allocated to termi-
nated research and development con-
tracts with educational Institutions may
be =old to or retained by the contractor
for use in educational or research pur-
suits without obtaining competitive bids.
Prices under which such equipment is
transferred shall be negotiated between
the contractor and the contracting
offticer. ;

(¢) Sales, purchases, and retentions
under paragraph (a) or (b) of this sec~
tion shall be at prices which are fair and
reasonable, and not less than the pro-
ceeds that could reasonably be expected
to be obtained if the property were
offered for competitive sale,

£8.507-4 Proceeds of sale. Unless
otherwise provided in the contract, the
proceeds of any sale, purchase or reten-
tion shall be credited to the Government
as part of the settlement agreement, or
otherwise credited to the price or cost of
the work covered by the contract, or
paid in such manner as the contracting
officer may direct,

§ 8507-5 Applicadility of antitrust
laws., Whenever any termination inven-

tory which has or may cost the Govern-
ment $1,000,000 or more (or any patents,
processes, technlques, or inventions, Ir-
respective of cost) Is to be sold or other-
wise disposed of to private Inferests, the
Department coneerned shall promptly
notify the Attorney General and the Ad-
ministrator of General Services of the
proposed disposal and the probable
terms or conditions thereof; and shall
await advice from the Attorney General
RS to whether, so far as he can deter-
mine, the proposed disposition would
tend to create or maintain a situation
inconsistent with the antitrust laws. If
the Attorney General advises that the
proposed'disposition would tend to create
or maintain a situation inconsistent with
the antitrust laws, such disposition will
not be made.

§ 8.508 Donations. (a) Termination
inventory which is to be sold or other-
wise disposed of In accordance with
§ 8,607 may be donated for educational
public health, or civil defense purposes,
including research, upon allocation by
the Department of Health, Education
and Welfare, subject to approval by the
General Services Administration, as au-
thorized by the Federal Property and
Administrative Services Act of 1949, as
amended. 'To assist the Department of
Health, Education and Welfare in lo-
cating property which is available for
donation, each Military Department
shall furnish that Department with a
directory of activities where donable
property files are maintained and may
be examined.

(b) Schedules of termination inven-
tory avallable for donation shall be
maintained in a donable property file for
& period of 10 days from the date of the
decision to dispose of the property in
accordance with §8.507. Within that
time the Department of Health, Educa-
tion, and Welfare has the responsibility
(1) to notify the contracting officer of
the items selected for donation and (2)
to inltiate a request to the appropriate
General Services Administration re-
glonal office for approval of the dona-
tion, Disposition of the property se-
lected shall be postponed pending action
by the General Services Administration;
otherwisze, the property shall be dis-
posed of In accordance with §8.507.
Notification to the contracting officer by
the General Services Administration of
the action on the request shall consti-
tute authority for the contracting officer
to hold the property for a period not to
exceed 40 days from the date of the noti-
fication required by subparagraph (D
of this paragraph or to take such action
as the General Services Administration
may direct, If shipping Instructions
are not received for the property within
the 40 day period, together with provi-
sion for payment of costs of care,
handling, and transportation, incurred
incident to donation, the contracting
officer shall dispose of the property in
accordance with § 8.507.

(¢) Property required for use by the
Department of Defense may be with-
drawn from the items available for
donation at any time prior to shipment
or delivery to the donee.
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§ 8500 Destruction or abandonment.
(@) Termination inventory which is
Government-furnished property or con-
tractor-acquired property and which is
not otherwise disposed of under this
part, may, in accordance with General
Services Administration and Depart-
mental regulations, be destroyed or
abandoned: Propided, That the con-
tracting officer has determined that it
hag no commercial value and no value
to the Government, or that. the esti-
mated cost of its care and handling is
greater than the probable sale price, or
that because of its nature it constitutes
a danger to public health, safety; or wel-
fare. Any such determination shall be
subject to review in accordance with
§ 8.512.

(b) Termination inventory which has
been classified by reason of military se-
curity, and which is not required for the
Government's needs, shall, unless such
classification is removed or changed by
proper authority, be disposed of in ac-
cordance with applicable secutity regu-
lations.

(¢) No termination Inventory shall be
abandoned on the coutractor’s premises
without the conlractor’s consent.

§8.510 Special machinery, tooling
ind equipment. Except 85 otherwise
provided in the contract, if the settle-
ment is to Include any item of cost on
account of special machinery and equip-
ment, or special tooling, the contracting
cfficer shall take appropriate steps to
protect the Government’s interest by:

(1) Requiring transfer of title to such
property to the Government;

(2) Requiring the Inclusion of such
property In the contractor's inventory
schedules, to beé treated in the same
manner as termination inventory; or

(3) In the event of purchase or reten-
tion by the contractor, making an equi-
table adjustment of the costs to be In-
cluded in the settiement for such prop-
erty, which adjustment shall take into
account the rate of amortization there~
on, the possible use thereof on other
work of the contractor, the ultimate
disposal value thereof, and any rights to
be retained by the Government,

§ 8,511 Removal and storage.

$8511-1 Special storage at the ex-
pense and risk of the contractor. The
contractor may, at any time during the
plant clearance period, upon written
notice to the contracting officer, store
any items of termination inventory, not
previously disposed of, in & warehouse or
other storage location, on or off its own
premises, unless otherwise directed by
the contracting officer within 10 days of
the receipt by the contracting officer of
such notice. Such storage shall in no
way modify the responsibility of the con-
fractor with respect' to such property.
The expense of such storage, including
any removal incident thereto, shall be
borne by the contractor, unless the con-
tracting officer determines that such re-
moval or storage is for the convenience
of the Government,

§8.511-2 Storage at the expense and
risk of the Government. AL any time
after expiration of the plant clearance

FEDERAL REGISTER

period, the contractor may submit to the
contracting officer, a list certified as to
quantity and quality, of any items of
termination inventory not previously dis-
posed of, exclusive of items the disposi-
tion of which has been directed or
authorized by the contracting officer; and
may request the Government to remove
such items or enter into a storage agree-
ment covering them. Not later than 15
days thereafter, the Government shall
accept title to such items and remove
them or enter into - a written storage
agreement covering the same: Provided,
That the list submitted shall be subject
to verification by the contractmg officer
upon removal of the items (or if the
items are stored, within 45 days from the
date of submission of the list), Any
necessary adjustment to correct the list
as submitted shall be made prior to final
settlement,

§ 8512 Review of property disposal.

§8.512-1 Property disposal review
boards. The head of each procuring
activity shall establish one or more
Property Disposal Review Boards, Each
such Board shall be composed of at least
three qualified officers or civilian em-
ployees, No person shall serve as a
member of a Property Disposal Review
Board in reviewing any property action
in which he has participated.

§$8.512-2 Required review. The fol-
lowing property disposal matters shall
be reviewed by a Property Disposal Re-
view Board which shall submit its rec-
ommendations to the contracting officer
prior to approval or ratification by the
contracting officer:

(a) A determination that material Is
scrap or salvage, if the original acquisi-
tion cost of the material is~$25.000 or
more;

(b) A release from a scrap warranty,
if the original acquisition cost of the
material is $10,000 or more;

{¢) Any sales, purchnses or retentions
at less than cost made without com-
petitive bids (see §8.507-3) where the
original acquisition cost of the materials
involved exceeds $25,000;

(d) A determination to destroy or
abandon material (see $8500) If the
original acquisition cost of the material
exceeds $1,000;

(e) Any property disposal matter
when requested by the contracting offi-
cer: and

(f) Any property disposal matter
:hcn required by Departmental proce-

ures,

§ 8513 Subcontractor termination in-
ventory,

§8513-1 General policy. (a) The
prime contractor and each subcontrac-
tor are primarily responsible for the
disposition of the termination inventory
of thelr respective next lower-tier sub-
contractors, but all such sals shall
be subject to review by the contracting
officer as provided in § 8.208-3 (¢) (but
se¢ §8.208-4). The policies and provi-
sions set forth in §§ 8.501, 8.502, 8.5086,
8.508, 8.508 and 8,512, shall be applicable
in case of subcontractors, Any
rights which the prime contractor has
or acquires in the termination inventory
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of its first-tier or lower-tier subcontrac-
tors shall, to the extent directed by the
contracting officer, be exercised for the
benefit of the Government, in accord-
ance with the provisions of the contract
between the Government and the prime
contractor,

(b) Subcontractors in all tiers will
prepare inventory schedules in accord-
ance with the requirements of this part,
Normally disposition instructions for
termination inventory, except service-
able and usable property, will be fur-
nished by the next higher-tier subcon-
tractor or the prime contractor, as the
case may be. Each subcontractor may
submit its next lower-tier subcontrac-
tors' inventory schedules of serviceable
and usable property directly to the con-
tracting officer for review and disposi-
tion Instructions, unless otherwise di-
rected by the contracting officer. In the
interest of expediting disposition of
termination inventory, the cognizant
contracting officer will permit such di-
rect submission, unless he determines
that the submission of inventory sched.
ules through all intermediate tiers of
subcontractors is necessary in the best
interest of the Government. When
such a determinationl is made, it must
be in writing and a copy submitted to
the Head of the Procuring Activity con-
cerned for review,

§ 8.513-2 Inventory schedules. The
prime contractor and esch higher-tier
subcontractor shall obtain adequate in-
formation concerning the termination
inventory for which its subeontractors
claim reimbursement. For this purpose,
the forms of inventory schedules set
forth in §§ 8.802-4 through 8.802-8 mny
be used, but their use is not required if
substantially equivalent Information s
obtained, as called for by § 8.503. In any
event, full information on the condition
and usabllity of such inventory shall be
furnished, and certificates similar to
those set forth in such schedules shall be
obtained from the subcontractor,

$8513-3 Scrap and salvage. The
prime contractor and each higher-tier
subcontractor shall review any recom-
mendations of their respective subcon-
tractors concerning scrap and salvage,
If the prime contractor or the higher-
tier subcontractor determines that any
of the materials are serviceable and
usable materials, it shall require the sub-
contractor to submit revised inventory
data in accordance with such determina-
tion. The Government shall not be
bound by any determination that mate-
rial is scrap or salvage unless the de-
termination, and any sale of the material
‘85 serap or salvage, have the prior ap-
proval of the contracting officer. A
serap warranty rnning to the Govern-
ment shall be obtained wherever such
material is sold as scrap.

§$8.513-4 Serviceable and wusable
property. Subcontractor termination in-
ventory, which is not purchased or re.
tained at cost, and which Is determined
to be serviceable and usable property
shall be disposed of by:

(a) Submission for screening and pos-
sible redistribution within the Govern-
ment pursuant to § 8.505; and
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(b) Sales to third parties (including
purchases or retentions at less than cost
by the subcontractor, a higher-tier sub-

contractor, or the prime contractor)
made in general conformity with § 8.507.

§8.514 Adjustment prior to final set-
tlement.

§ 8.514-1 Duty o] contractors to in-
Jorm Government. By the terms of the
Inventory Schedule Certificate set forth
in Inventory Schedules A, B, C, D, and
E (sce §8802-4 through 8.802-8) the
contractor or subcontractor is required
to inform the Government of any sub-
stantial change in the status of its ter-
mination inventory arising between the
date of submission of its termination
inventory schedules and final disposition
of such inventory.

£ 8514-2 Right of government to re-
view inventory schedules. (a) Regard-
less of any disposition of termination
inventory pursuant to this subpart, the
Government shall continue to have the
right, prior to final settlement, to re-
quire additional information concerning
such inventory, to contest its allocability
to the terminated portion of the con-
tract, or to exclude such inventory from
the settlement on any proper grounds.

(b) If, prior to final settlement, the
Government detgrmines that any por-
tion of the termination inventory is not
allocable to the terminated contract or
should be excluded from the settlement
on any other grounds, the cost thereof,
and any credits related thereto, shall be
excluded from the settlement. If the
' contractor has actually paid to the
Government the proceeds realized from
the disposition of such inventory, the
Government shall repay such proceeds
to the contractor. If such inventory has
been delivered to the Government, nor-
mally it should be returned to the con-
tractor at the contractor’s expense and
risk.

$ 8515 Accounting for termination
inventory. (a) Prior to final settlement
with the prime contractor, all termina-
tion inventory of the prime contractor
and its subcontractors must be ac-
counted for as follows:

(1) By purchase or retention at cost
by the contractor or subcontractor, or
by return to suppliers, and omission or
withdrawal of such inventory from the
contractor's inventory schedules (see
§ 8.502);

(2) By transfer to the Government
(see £ 8.505-3) ;

(3) By sale (including purchase or
retention at less than cost by the con-
tractor or subcontractor) and applica-
tion of the proceeds or agreed value in
reduction of the contractor's claim, or
otherwise to the credit of the Govern-
ment (see § 8.507) ;

(4) By destruction or abandonment
(see § 8.509) ;

(5) By donation (see § 8.508); or

(6) By other disposition in accord-
ance with the terms of the contract
and of this part,

(b) In the eyent that any termina-
tion inventory not disposed of is lost,
destroyed, damaged, or for any reason
cannot be delivered by the contractor
at the time of settlement of its termina~

)
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tion claim, such termination inventory,
unless the Government has expressly
assumed the risk involved, or unless the
contract provides otherwise, shall be ac-
counted for as inventory purchased or
retained by the Contractor, and the fair
value of the inventory, as determined
by the contracting officer, shall be de-
ducted from the termination claim.

SUBPART F—TERMINATION FOR DEFAULT

$8.600 Scope of subpart. This sub-
part sets forth policies and procedures
for the utilization and application of
the Default clause set forth in § 8.707
for fixed-price supply contracts, and the
“Termination for Default—Damages for
Delay—Time Extensions” clause set
forth in § 8.709 for fixed-price construc-
tion contracts. (For cost-reimbursement
type contracts, sce § 8.407.)

§ 8601 General. (a) Termination
for default is generally the exercise of a
contractual right of the Government to
terminate the contract in whole or in
part by reason of the contractor’s failure,
actual or anticipatory, to perform. its
obligations under the contract.

(b) If the contractor can establish
that its failure to perform arose out of
causes beyond its control and without
its fault or negligence, the contract
clauses In §£8.707 and 8.709 provide
that & termination for default shall be
deemed to have been a termination for
the convenience of the Government, and
the rights and obligations of the parties
shall be governed accordingly.

(¢) The Government may also in ap-
propriate cases exercise termination or
cancellation rights in addition to those
set forth in the contract clauses (see
for example, paragraph (f) of the De-
fault clause in § 8.707).

§8602 Termination of fixed-price
supply contracts for default,

§8.602-1 The Government's right to
terminate for default, Under contracts
containing the Default clause in § 8.707
the Government has the right, subject
to the notice requirements of the clause,
to terminate the whole or any part of
the contract for default if the contrac-
tor (a) fails to make delivery of the
supplies or to perform the services with-
in the tifme specified in the contract,
(b) falls to perform any other provision
of the contract, or (¢) fails to make
progress so as to endanger performance
of the contract.

§8.602-2 Effect of termination for
default. Under a termination for de-
fault the Government is not liable for
the contractor's costs on undelivered
work, and is entitled to the repayment
of any advance payments and of any
progress payments applicable to such
work. The Government may elect to
take all or any part-of the completed
supplies and manufacturing materials
(see paragraph (d) of the clause set
forth in §£8.707). The Government
shall pay to the contractor the contract
price for such completed supplies de-
livered and accepted, and the amount
agreed upon by the contractor and the
contracting officer for such manufactur-
ing materials delivered” and accepted
and for the protection and preservation

of such property. The conbractor shall
be liable to the Government for any ex-
cess costs for supplies and services pro-
cured similar to those terminated (see
§ 8.602-6), and for any other damaues,
whether or not repurchase s effectad
(see § 8.602-7).

§ 8.602-3 Procedure jor default. (a)
The contracting officer shall consider
the following factors in determining
whether to terminate a contract for de-
fault:

(1) The provisions of the contract
and applicable laws and regulations:

(2) The specific failure of the con-
tractor and, unless time does not per-
mit, the excuses, if any, for such failure:

(3) The avallability of the supplies or
services from other sources;

(4) The urgency of the need for the
supplies or services and the period of
time which would be required to obtain
the supplies or services from other
sources as compared with the time in
which delivery could be obtained from
the delinquent contractor;

(5) The degree of essentiality of the
contractor in the Government procure-
ment program and the effect of a termi-
nation for default upon the contraclor's
capability as a supplier under other con-
tracts;

(6) The effect of a termination for
default on the abllity of the contractor
to liquidate guaranteed loans, progress
payments, or advance payments; and

(7) Any other pertinent facts and cir-
cumstances.

(b) If the foregoing consideration in-
dicates that termination for defsult is
appropriate, the contracting officer
should, if practicable, notify the con-
tractor by letter of the possibility of such
termination. This letter shall call the
contractor's attention to its contractual
liabilities In the event the contract s
terminated for default and request an
explanation of the contractor's fallure
to perform the contract. The letter may
further state that failure of the con-
tractor to present such explanation may
be taken as an admission that no valld
explanation exists, When appropriale,
the letter may invite the contractor to
discuss the matter at a conference.

(c) If, after compliance with the fore-
going procedures, the contracting officer
determines that termination for default
is proper, he shall, where the termination
is predicated upon the contractor's fall-
ure to make timely deliveries, issue &
notice of termination at once. If the ter-
mination is predicated upon any other
faflure of the contractor, the contractor
shall be given written notice specnf)'m";'
such fallure and providing a period of
10 days (or such longer period as the con-
tracting officer may authorize) in which

_to cure such failure. Where appropriate,

this notice may be made a part of thf-
letter described in paragraph (b) of this
section. Upon expiration of the 10 days
(or Jonger period) , the contracting officer
may issue a notice of termination for de-
fault unless he determines that the
failure to perform has been cured.

(d) The notice of termination for de-
fault shall: b
(1) Set forth the contract number
and date;
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{2) Describe the acts or omissions
constituting the default;

(3) State that the contractor's right
to proceed further with performance of
the contract (orsspeclnadporuon of the
contract) is terminated;

(4) State that the supplies or services
terminated may be procured against the
contractor's account, and that the con-
tractor will be held liable for any éxcess
costs;

(6) State that the Government re-
serves all rights and remedies provided by
Inw or under the contract, in addition to
charging excess costs; and

(6) State that the notice constitutes
o decision that the contractor is in de-
{ault as specified, and that the contractor
has the right to appeal as specified in the
Disputes clause,

11 the contracting officer has investigated
the contractor's excuses for the failure
to perform, the notice of termination
shall also state that it constitutes a de-
clsion that the faflure to perform was
not due to causes beyond the eontrol and
without the faull or negligence of the
contractor, and that the contractor has
the right to appeal as specified in the
Disputes clause.

(e) The same distribution shall be
made of the termination notice as was
made of the contract. In addition, a
copy shall be furnished to the disbursing
officer who shall be advised to withhold
further payments under the terminated
contract pending additional instructions,
which shall be given when sufficient in-
{ormation is available.

(I If the contracting officer defer-
mines that the contractors fallure to
perform arose from causes beyond its
control and without its fault or negli-
gence, the contracting officer shall not
terminate the contract for default, Un-
der such circumstances, if it is in the
best interests of the Government to do
50, the contracting officer may terminate
the contract for the convenience of the
Government,

(g) If the contracting officer has not
been able to determine, prior to issusnce
of the notice of termination, whether the

contractor’s fallure to perform arose’

from causes beyond its control and with-
out its fault or negligence, he shall make
& written decision on that point as soon
as practicable after issuance of the no-
lice of termination. Such decision shall
be dellvered promptly to the contractor
with & notification that it has the right
t? appeal as specified In the Disputes
clause,

§8.602-4 Procedure in liew of termi-
nation for dejault, The following
courses. of action, among others, are
avallable to the contracting officer in leu
of termination for default, when in the
best interest of the Government;

(a) Permit the contractor, its surety,
or its guarantor, to continue performance
of the contract uuder a revised delivery
schedule;

(b) Permit the contractor to continue
performance of the contract by means
of & subcontract, or other business ar-
rngement with an acceptable third
party: Provided, The rights of the Gov-
frnment are adequately preserved; or
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(e) If the requirement for the supplies
and services specified in the contract
no longer exists, and the contractor is
not lable to the Government for
damages as provided in §8.602-7, exe-
cute a no-cost termination settlement
agreement utilizing the form set forth
in §§ 8.:806-0 and 8.806-7 as & guide.

§ 8.602-56 Memorandum by the con-
tracting officer. Tnall cases where a con-
tract is terminated for default or where a
precedure authorized by § 8.602-4 is fol-
lowed, the contracting officer shall pre-
pare & memorandum for the contract
file explaining fully the reasons for the
action taken,

§ 8.602-8 Repurchase against con-
tractor's account, (a) Where the sup-
plies or services are still required after
termination, repurchase of supplies or
services which are the same as or similiar
to those called for in the contract, shall
be made against the contractor’s account
45 saon as practicable after termination.
Such repurchase shall be at as reason-
able a price as practicable considering
the quality required by the Government
and the time within which the supplies
or services are required. The contract
of repurchase may be made for'a quan-
tity in excess of the undelivered quantity
terminated for default, when such ex-
cess quantity is needed, butl excess costs
may be charged against the defaulting
contractor for no more than the unde-
livered quantity terminated for default
tncluding variations in quantity per-
mitted By the terminated contract).

(b) If repurchase is effected at a price
in excess of the price of the supplies
terminated, the contracting officer shall
make a written demand on the con-
tractor for the total amount of such ex-
cess and If the contractor fails to make
payment, the contracting officer shall
follow Departmental procedures for col-
lecting claims in favor of the Govern-
ment.

§ 8.602-7 Other damages. @) If &
cantrret s terminated for default or if a
course of action in leu of termination
for default is followed (see § 8.602-4),
the contracting officer shall promptly
ascertain and make demand for any
liquidated damages to which the Gov-
emment may be entitled under the
contract. Pursuant to the contract pro-
visions for " liquidated damages in
§ 7.105-5, such damages are in addition
to any excess cost of reprocurement,

(b) If the Government has suffered
any other ascertainable damages as a
result of the contractor's default, the
contracting officer, on the basis of legal
advice, shall take appropriate action to
assert the Government’s claim for such
damages.

§ 8.603 Termination of Arved-price’

construction contracts for default.

§8.603-1 Termination of the con-
tracter's right to proceed. Under con-
tracts containing the Termination for
Default—Damages for Delay—Time Ex-
tensions clause set forth in § 8.709, the
Government has the right to terminate
the contractor's right to proceed with
the work if the contractor (a) fails to
prosecute the work required by the con-
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tract,  or any separable part thereof,
with such diligence as will insure ils
completion within the time specified in
the contract or any extension thereof,
or (b) fails to complete the work re-
quired under the contract within such
time.

§$8.603-2 Eflect of termination for
default. If a contractor's right to pro-
ceed 1s terminated for default, the Goy-
ernment may take over and complete
or cause to be completed the work, tak-
ing possession of and utilizing such
materials, appliances and plant as may
be on the site and necessary therefor,
and the contractor and its sureties shall
be liable to the Government for any ex-
cess costs caused thereby, Ifafter taking
over the work the Government is not
reasonably able to complete It, or have
it completed, within the time specified
for completion I the defaulted contract,
the contractor shall, in addition to any
excess costs, be liable for liquidated
damages for the delay as specified in
the contract, or for actual damages
caused by the delany if liquidated dam-
ages are not so specified.

§ 8.603-3 Procedure for defaull, ' ta)
The contracting officer shall consider
the following factors in determining
whether to terminate a contract for de-
fault:

(1) The provisions of the contract,
and applicable laws and regulations;

(2) The specific fallure of the con-
tractor and excuses, if any, for such
failure;

(3) The period of time which would
be required for the Government or
another contractor to complete the work
as compared to the time required for
completion by the delinquent con-
tractor;

(4) The effeet of a termination for
default on. the ability of the contractor
to liquidate guaranteed loans, progress
payments, or advance payments; and

(5) Any other pertinent facts and

cireumstances.
. (b) If the contracting officer deter~
mines that the contractor’s fallure to
perform arises from causes beyond its
control and without its fault or negli-
gence, the contracting officer shall not
terminate the contractor's right to pro-
ceed, nor shall the contractor be charged
with liquidated or actun! damages be-
cause of any delays occasioned by such
causes,

(¢) I the contracting officer deter-
mines that it s In the best interests of
the Government to terminate for default
the contractor’s right to proceed, the
contracting officer shall promptly send
a written notice to the contractor termi-
naul;xs its right to proceed. The notice
shall:

(I)' Set forth the contract number and

w-

(2) Describe the act or omissions, and
the extent of the resultant delay, con-
stituting the default;

(3) State that the contractor’s right
to proceed further with performance of
the contract (or of a specified portion
of the contract) is terminated;

(4) State that the Government may
cause the contract to be completed and
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that the contractor will be held liable
for any excess costs:

(5) State that the Government re-
serves all rights and remedies provided
by law or under the contract, in addition
to charging excess costs;

(6) State that the notice constitutes
p decision, pursuant to the Disputes
clause, that the contractor is in default
as specified and that the delay 15 not ex-
cusable; and

(7) State that the contractor has the
right to appeal as specified in the Dis-
putes clause,

(d) The same distribution shall be
made of the termination notice as was
made of the contract, including a copy
to the surety. In addition, a copy shall
be furnished to the disbursing officer
who shall be advised to withhold further
payments under the terminated contract
pending additional instructions which
shall be given when sufficient informa-
tion is available,

¢) Promptly nafter Issuance of the
termination notice, the contracting offi-
cer shall determine the manner in which
the work Is to be completed and whether
the 'materials, appliances, and plant
which are on the site will be needed.

§8.603-4 Procedure in lieu of termi-
nation for default. If, after due consid-
eration, the' contracting officer deter-
mines that termination is not in the best
Interests of the Government although
the contractor is in default, he may per-
mit the contractor to continue the work,
and the contractor and its sureties shall
be liable to the Government for liqui-
dated damnages, as specified in the con-
tract, or if liquidated damages are not so
specified, to any actual damages oc-
casioned by the failure of the contractor
to complete the work in accordance with
the terms of the contract,

§ 8.603-5 Memorandum by the con-
tracting officer. In all cases where a
contractor's right to proceed is termi-
nated for default or where the procedure
authorized by § 8.603-4 is followed, the
contracting officer shall prepare & mem-
orandum for the contract file explaining
fully the reasons for the action taken.

§ 8.603-6 Other damages. In addition
to any excess cosis occasioned the Gov-
ernment in connection with the com-
pletion of the work, the contractor and
its surely are lable for liquidated
damages if specified in the contract, or
if liquidated damages are not specified,
for any actual damages occasioned by
such delay, All retained percentages of
progress payments previously made to
the contractor and any progress pay-
ments due for work completed prior to
the termination of the right to proceed
shall be used for the purpose of liquidat-
ing the liability of the contractor and its
surety to the Government for such excess
costs and liguidated or actual damages.

SUBPART G—CLAUSES

$£ 8700 Scope of subpart. This sub-
part contains certain contract clauses
related to the termination of contracts
for the convenience of the Government
and for default. Special purpose clauses
when authorized by Departmental pro-
cedures and consistent with the policies
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set forth In this subchapter may be used
in appropriate cases.

§8.701 Termination clause for fized-
price contracts. Except as otherwise
permitted by § 8.705, the following clause
shall be used in any fixed-price contract
in excess of $1,000 for supplies or ex-
perimental, developmental, or research
work other than (a) construction, alter-
ations, or repalr of buildings, bridges,
roads, or other kinds of real property, or
(b) experimental, developmental, or re-
search work with educational or non-
profit institutions, where no profit is
contemplated.

TEAMINATION FOR CONVENIENCE OF THX
UOVERNMENT

(n) The performance of work under this
contract may be terminated by the CGov-
ernment in accordance with this clause in
whole, or from time to time in poart, when-
ever the Contracting OMcer ghall determine
that such termination is in the best interests
of the Government, Any such termination
shall be effected by delivery to the Con-
traotor . of w Notice of Termination speci-
fying the extent to which performance of
work under the contract is terminated, and
the date upon which such termination be-
comes effective.

(b) After receipt of a Notice of Termi-
nation, and except s othorwise directed
by the Contracting Officer, the Contractor
shall:

(1) Stop work under the contract on the
date and to the extent spoclfied In the No-
tice of Termination;

(2) Place no further orders or subcon-
tracts for materials, services or facllitlea,
except as may be necessary for completion
of such portion of the work under the con-
tract a8 s not terminated;

(3) Terminate all orders and subcontracts
to the extent that they relate to the per-
formance of work terminated by the Notice
of Termination;

(4) Assign to the Government, in the
manner, at the times, and to the extent
directod by the Contracting Officer, all of
the right, title, and Interest of the Con-
tractor under the orders.and subcontracts
so terminated, in which case the Govern-
ment shall have the right, in its discretion,
to settle or pay any or all clalms arising out
of the termination of such orders and sub-
contracta;

(5) Settle all outstanding labilities and
all claims arising out of such-termination
of orders and subcontracts, with the ap-
proval ar ratification of the Contracting Of-
ficer, to the extent he may require, which
approval or ratification shall be final for
all the purposes of this clause;

(6) Transfer title and dellver to the Gov-
ernment, {n the manner, at the times, and
to the extent, If any, directed by the Cone
tracting Officer, (A) the fabricated or un-
fabricated parts, work In process, completed
work, supplles, and other material produced
ad & part of, or scquired in connection with
the performance of, the work terminated by
the Notice of Termination, aud (B) the com-
ploted or partinlly completed plans, draw-
Ings, information and other property which,
if the contract had boen completed, would
have been required to be furnished to the
Government;

(7) Use {is best efforts to sell, in the man-
ner, at the times, to the extent, and at the
price or prices directed or authorized by the
Contracting Officer, any property of the
types referred to In (6) above: Provided,
hotoever, ‘That the Contractor (A) shall not
be required to extend credit to any purchaser,
and (B) may sequire nny such property un-
der the conditions prescribed by and at a
price or prices approved by the Contracting
Officer; And provided furtiier, That the pro-

ceods of any such transfer or disposition
shall be applied in reduction of any poay-
ments to be made by the Government to the
Contractor under this contract or shall
otherwise be crodited to the price or cost
of the work covered by this contract or paid
In such other manner as the cContracting
Officer may direct;

(8) Complete performance of such part
of the work as shall not have been termi-
nated by the Notice of Terminaton; and

(9) Take such action as may be necessary,
or us the Contracting Officer may direct, for
the protection and preservation of the prop-
erty relnted to this contract which Is In the
possession of the Contractor and in which
the Government has or may acquire an
interest,

At any time after expiration of the' plant
clearance period, as defined in 32 CFR Part 8,
as 1t may bo amended from time to time,
the Contractor may submit to the Contract-
ing Officer & list, certified aa to quantity and
quality, of any or all items of termination
inventory not previously disposil of, exclu-
sive of (tems the disposition of which has
been directed or authorized by the Con-
trocting OfMicer, and may request thoe Gov-
croment to remove such jtems or enter into
a storage agreemont covering them, Not
Iater than fifteen (15) days thereafter, the
Government will accept title to such ftems
and remove them or enter Into a storage
agreemont covering the same: Provided,
That the list submitted shall be subject to
verifieation by the Contracting Qfficer upon
removal of the items, or If the items are
stored, within forty-five (45) days from the
date of submission of the list, and any neces-
sary adjustment to correct the list aa sub-
mitted shall be made prior to finul settle-
ment,

(¢) After recelpt of a Notico of Tormina-
tion, the Contractor shall submit to the Con-
tracting Officer fts termination clalm, In the
formn and with certification prescribed by the
Contracting  Officer. Such ¢lalm shall bo
submitted promptly but In no event Inter
than one year from. the effective date of ter-
mination, unless one or more extensions in
writing are granted by the Contracting Of-
ficer, upon request of the Contractor made In
writing within such one yoar period or
authorized extension thereof. Howaever, If
the Contracting Officer determines that the
facts justify such action, be may receive and
act upon any such termination claim at any
time after such one year period or any exten-
glon thereof, Upon fallure of the Contractor
to submit Ita termination clatm within the
timo nllowed, the Contracting Officer may.
subject to any Settlement Reyview Board up-
provals required by 82 CFR Part 8 in effect
as of the date of oxecution of this contract,
determine, on the basis of information avall-
able to him, the amount, {f any, due to the
Contractor by reanon of the termination and
shall thereupon pay to the Contractor the
amount so dotormined,

(d) Subject to the provisions of para-
graph (¢), and subject to any Settlement
Review Board approvals required by 83 CFR
Part 8 in effect as of the dnate of execution
of this contract, the Contractor and the
Contracting Officer may &gree upon the
whole or any part of the amount or amounta
to be pald to the Contractor by reason of
the total or partinl termination of work pur-
susnt to this clause, which amount oF
amounts may include n rensonable allow-
ance for profit on work done: Provided,
That such agreed amount or amounts, ex-
clusive of settlement costs, shall not exceed
thoe total contract price as reduced by the
amount of payments otherwise made and
as further reduced by the contract prico of
work mnot terminated. The contract shall
be amended accordingly, and the Contractor
shall be pald the agreed amount. Nothing
in paragraph (e) of this clause, prescribing
the amount to be pald to the Contractor 10
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the ovent of faflure of the Contractor and
the Contracting Officer to agree upon the
whole amount to be pald to the Contractor
by roason of the termination of work pur-
suant to this clause, shall be deemed to
1imit, restrict, or otherwise determine or
affect the amount or amounts which may
be agreed upon to be paid to the Contractor
pursuant to this paragraph (d).

(¢) In the event of the fallure of the
Contractor and the Contracting Officer to
agree as provided in parsgraph (d) upon
the whole amount to be pald to the Con-
tructor by reason of the termination of
work pursuant to this clause, the Contract-
ing Oficer shall, subject 10 any Settlement
Review Board approvals required by 32 CFR
Part 8 In effect as of the date of execution
of this contract, determine, on the basls of
Information avallable to him, the amount,
if any, due to the Contractor by reason of
the termination and shall pay to the Con-
tractor the amounts determined as follows:

(1) For completed supplies accepted by
the Government (or sold or acgulired as
provided in paragraph (b) (7) above) and
not theretofore pald for, & sum equivalent
to the aggregate price for such supplies com-
puted In accordance with the price or prices
specified In the contract, appropriately ad-
Justed for any saving of freight or other
charges; X

(2) The total of—

(A) The costs incurred in the perform-
ance of the work terminated, including ini-
tial costs and preparatory expense allooable
thereto, but exclusive of any costs attributa-
ble to supplies paid or to be pald for under
parngraph (e) (1) hercof;

(B) The cost of settiing and paying
clalms arising out of the termination of
work under subcontracts or orders, &8s pro-
vided in paragraph (b) (5) above, which are
properly chargeable to the terminated por-
tion of the contract (exclusive of amounts
pald or payable on account of supplies or
materials dellvered or services furnizshed by
subcontractors or vendors prior to the effec-
Uve date of the Notice of Termination,
which amounts shall be included in the
costs payable under (A) above; and

(C) A sum, as n profit, equal to 2 per-
cent of that part of the amount determined
under (A) above which represents the cost
of articles and materials not processed by
the Contractor, plus & sum equal to 8 per-
cent of the remainder of such amount, but
the aggregate of such sums shall not exceed
@ percent of the whole of the amount de-
lermined under (A) above, which amount
for the purpose of this subdivision (C) shall
exclude any charges for interest on borrow-
ings: Provided, however, That If It appears
that the Contractor would have sustained
A loss on the entire contract had it been
completed, no profit shall be included or
allowed under this subdivision (C) and an
fppropriate ndjustment shall bo made re-
ducing the nmount of the settlement to
reflect the indicated rate of loss; and

(3) The reasonable costs of settlement, In<
cluding mecounting, legal, clerical, and other
fxpenses reasonably necessary for the prep-
kriation of settlement claims and supporting
data with respect to the terminated portion
of the contract and for the termination and
settlement of subcontracts thereunder, to-
gether with reasonable storage, trunsporti-
tion, and other costs incurred in connection
With the protection or disposition of prop-
eriy aliocable to this contract.

The total sum to be pald to the Contractor
under (I) and (2) of this paragraph (e)
mx_m not exceed the total contract price as
feduced by the amount of payments other-
Wise made and as further reduced by the con-
tract price of work not terminated, Except
for normal spollage, and except to the ex-
tent that the Government shall have other-
Wise expresaly assumed the risk of loss, there
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shall be excluded from the amounts payable
to the Contractor as provided in (e) (1) and
(2) (A) above, the falr value, as determined
by the Contracting Officer, of property which
is destroyed, loat, stolen, or damaged s0 as
to become undeliverable to the Government,
or to n buyer pursuant to paragraph (b) (7).

(f) Any determination of costs under para-
graph (¢) or (e} thereof shall be governed
by the principles for consideration of costs
set forth In 32 CFR 8302, ss in effect on
the date of this contract,

(g) The Contractor shall have the right
of appeal, under the clause of this con-
tract entitled “Disputes,” from any deter-
mination made by the Contractting Officer
under parngraphs (e¢) or (e} above, except
that if the Contractor hus falled to submit
ita claim within the time pravided In para-
graph (¢) above and has falled to request
extension of such time, it shall have no
such right of appeal, In any case where
the Contracting Officer has made a deter-
mination of the amount due under para-
graph (c) or (e) above, the Government
shall pay to the Contractor the followlng: (1)
If there is no right of appeal hereunder or
if no timely appeal has beon taken, the
amount so determined by the Contracting
Officer, or (i1) If an appeal has been taken,
the amount finally determined on such ap-
peal.

(h) In arriving at the amount due the
Contractor under this clause there shall be
deducted (1) all unligquldsated advance or
other payments piaccount theretofore made
to the Contractor, applicable to the ter-
minated portion of this contract, (1) any
claim which the Government may have
against the Contractor in connection with
this contract, and ({i1) the agreed price for,
or the proceeds of sale of, any materials,
supplies, or other things acquired by the
Contractor or sold, pursuant to the pro-
visions of this clause, and not otherwise re-
covered by or credited to the Government,

(1) If the determination hereunder be par-
tinl, prior to the settlemient of the termi-
nated portion of this contrect, the Contractor
may file with the Contracting Officer a re-
quoest In writing for an equitable adjust-
ment of the price or prices specified in the
contract relating to the continued portion
of the contract (the portion not terminated
by the Notice of Termination), and such
equitable adjustment as may be agreed
upon shall be made In such price or prices,

(J) The Government may from time to
time, under stich terms and conditions as 1t
may prescribe, make partial payments and
payments on account against costs incurred
by the Contractor In connection with the
terminated portion of this contract when-
ever in the opinjon of the Contracting Of-
ficer the aggregate of such payments shall
be within the amount to which the Con-
tractor will be entitled hereunder. If the
total of such payments is In excess of the
amount finally agreed or detormined to be
due under this cluuse, such excess shall be
payable by the Contractor to the Govern-
ment upon demand, together with interest
computed at the rate of 6 percent per an-
num, for the period from the date such ex-
cess payment is received by the Contractor
to the date on which such excess Is repaid
to the Government: Provided, kowever,
That no interest shall be charged with re-
spect to any such excess payment attribut-
able to a reduction In the Contractor's
clalm by reason of retention or other dis-
position of termination inventory until ten
days after the date of such retention or dis-
position, or such Iater date as determined
by the Contracting Officer by reason of the
circumstances,

(k) Unless otherwise provided for in this
contract, or by applicable statute, the Con-
tractor, from the effective date of termina-
tion and far a period of slx years after final
settlement under this contract, shall pre-
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serve and make avallable to the Govern-
ment at all reasonable times at the Office
of the Contractor but without direct charge
to the Government, all its books, records,
documents, and other evidence bearing on
the costa and expensea of the Contractor
under this contract and relating to the work
terminated hereunder, or, to the extent ap~
proved by the Contracting Officer, photo-
graphs, micro-photographs, or other au-
thentie reproductions thereof,

§ 8.702 Termination clause for cost-
reimbursement type contracts. The fol-
Jowing clause shall be used in any cost-
reimbursement type contract, as defined
in §3.404, of this chapter, for supplies
and experimental, developmental, or re-
search work othef than (a) construc-
tion, slterations, or repair of buildings,
bridges, roads, or other kinds of real
property, or (b) experimental, develop-
mental, or research work with educa-
tional or nonprofit institutions, where
no fee is contemplated.

TERMINATION

(n) The performance of work under the
contract may be terminated by the Govern-
ment in accordance with this clsuse In
whole, or from time to time in part;

(1) Whenever the Contractor shall default
in performance of thix contract in accordance
with its terma (including in the term “de-
fault” any such fallure by the Contractor to
maoke progress in the prosecution of the work
herounder as endangers such performance),
and shall fall to cure such default within a
period of ten days (or such longer periods as
the Contracting Officer may allow) after re~
ceipt from the Contracting Officer of a notice
specifying the defoult; or

(2) Whenever for any reason the Cone
tracting Officer shall  determine that such
termination i In the best Interests of the
Government,

Any such termination shall be effected by
delivery to the Contractor of a Notice of
Termination specifylng whether termination
is for the default of the Contractor or for
the convenlence of the Government, the ox-
tent to which performance of work under the
contract is terminated, and the date upon
which such termination becomes effective.
If, after notice of termination of this contract
for default under (1) above, it is determined
that the Contractor's fallure to perform or to
make progress in performance is due 1o
causes beyond the control and without the
fault or negligence of the Contractor pur-
suant to the provisions of the clause of this
contract relating to excusable delays, the
Notice of Termination shall be deemed to
have been lssued under (2) above, and the
rights and obligations of the parties hereto
shall In auch event be governed accordingly.

(b) After receipt of a Notice of Termina-
tion and except as otherwise directed by the
Contracting Officer, the Contractor shall:

(1) Stop work under the contract on the
date and to the extent specified In the Notice
of Termination;

(2) Place no further orders or subcontracts
for materials, services, or facilities, oxcept as
may /be necessary for completion of such
portion of the work under the contract as Is
not terminated;

(3) Terminate all orders and sub-
contracts to the extent that they relats to
the performance of work terminated by the
Notice of Termination;

(4) Assign to the Government, in the
manner and to the extent directed by the
Contracting Officer, all of the right, title,
and interest of the Contractor under the
orders or subcontracts so terminated, in
which case the Government shall have the
right, in Its discretion, to settle or pay
any or all claims arising out of the ter-
mination of such orders and subcontracts;
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(5) With the approval or ratification of
the Contracting Officer, to the extant he
may require, which approval or ratification
shall be final and conclusive for all pur-
poses of this clause, settle nll outstanding
Habilities and all claims arising out of such
termination of orders and subcontracts, the
cost of which would be relmbursable in
whole or in part, in accordance with the
provisions of this contract;

{6) Transfer title (to the extent that title
has not already been tranaferred) and, in
the manner, to the extent, and at the times
directed by the Contracting Officer, dellver
to the Government (A) the fabricated or
unfabricated parts, work In process, com-
pleted work, supplies, and other material
produced as a part of, or acquired in respect
of the performance of, the work terminated
by the Notice of Termination, (B) the
completed or partially completed plans,
drawings, information, and other proporty
which, {f the contract had beén completed,
would be required to be furnished to the
Government, and (C) the jigs, dies, and
fixtures, and other special tools and tooling
acqulired or manufactured for the perform-
ance of this contract for the cost of which
the Contractor has been or will be re-
imbursed under this contract;

(7) Use its bhest efforts to sell in the
manner, a4t the times, to the extent, and at
the price or prices directed or authorized
by the Contracting Officer, nny property of
the types referred to In (6) a¥ove: Pro-
vided, however, That the Contractor (A)
shall not be required to extend credit to
any purchaser, and (B) may scquire any
such property under the conditions pre-
scribed by and at o price or prices approved
by the Contracting Officer: And provided
Jurther, That the proceeds of any such
transfer or disposition shall be applied In
reduction of any payments to be made by
the Government to the Contractor under
this contract or shall otherwise be credited
to the price or cost of the work covered by
this contract or pald in such other manner
as the Contracting Officer may direct;

(8) Complete performance of such part of
the work as shall not have been terminated
by the Notice of Terminstion; and

(9) Take such actlon ns may be necessary,
or na the Contracting Officer may direct, for
the protection and preservation of the prop-
erty related to this contract which is in
the possession of Contractor in which the
CGovernment has or may acguire an interest.

The Controtor shall proceed Immediately
with the performance of the sbove obliga-
tions notwithstanding any delay in deter-
mining or adjusting the amount of the fee,
or any item of reimbursable cost, under this
clause. At any time after expiration of the
plant cloarance period, as defined In 32 CFR
Part 8, as it may be amended from time
to time, the Contractor may submit to the
Contracting Officer a list, certified as to
quantity and quality, of any or all itema of
termination inventory not previously dis-
posed of, excluslve of {tems the disposition
of which has been directed or authorized
by the Contracting Officer, and may request
the Government to remove such items or
enter into s storage agreement covering
them. -“Not later than Tfifteen (15) days
thereafter, the Government will accept such
ftems and remove them or enter Into o
storage agreement covering the same: Pro-
vided, That the st submitted shall be sub-
Ject o verification by the Contracting
Officer upon removal of the (tems, or If the
items are stored, within forty-five (45) duys
from the date of submission of the list, and
any necessary adjustment to correct the list
ne submitted shall be made prior to final
settiement,

(¢) Aftor receipt of a Notice of Termina-
tion, the Contractor shall submit to the
Contracting Officer (ts terminution olaim in
the form and with the certification pre-
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soribed by the Contracting Officer. Such
claim shall bg submitted promptly but in
no event later than one yoar from the
effective date of termination, unless one or
more extensions in writing sare granted by
the Contracting Officer, uponi request of the
Contractor made in writing within such one
year period or asuthorized extension thereof.
Howover, if the Contracting Officer deter-
mines that the facts justify such action, he
may receive and act upon any stuch ter-
mination claim at any time after such one
year period or any extension thereof. Upon
fatlure of the Contractor to submit its
termination claim within the time allowed,
the Contracting Officer may, subject to any
Settlement Review Board approvals required
by 32 CFR Part 8 In effect as of the dute of
execution of this contract, determine, on
the basis of information syailable to him,
the amount, if any, due to the Contraoctor
by reason of the termination and shall
thereupon pay to the Contractor the amount
80 determined.

{d) Subject to the provisions of paragraph
(¢), and subject to any Sottiemont Review
Board approvals required by 32 CFR Part
8 in effect as of the date of execution of this
contract, the Contractor and the Contracting
Officer may agree upon the whole or any part
of the amount or amounts to be pald (in-
cluding an allowance for the fee) to the
Contractor by reason of the total or partial
termination of work pursuant to this clause,
The contract shall be amended accordingly,
and the Contractor shall be paid the sgreed
amount.

(¢) In the event of the failure of the
Contractor and the Contracting Officer to
agree In whole or In part, ns provided In
paragraph (d), as to the amounts with re-
spect to costs and fee, or as to the amount
of the fee, to be pald to the Contractor in
connection with the termination of work
pursuant to this clause, the Contracting
Officer shall, subjoct to any Settlement Re-
view Board approvals roquired by 32 CFR
Part 8 In effect as of the date of execution
of this contract, determine, on the baxia of
information available to him, the amount, if
any, due to the Contractor by reason of the
termination and shall pay to the Contractor
the amount determined as follows:

(1) If the settlement Includes cost nnd
fee—

(A) There shall be Included therein all
coats and expenses reimbursable in accord-
ance with thix contract, not previously pald
to the Contractor for the performance of this
contrnct prior to the effectiye date of the
Notice of Termination, and such of these
costs as may continue for a reasonable time
thoreaftor with the approval of or ss directed
by the Contracting Ofcer: Provided, hoto=-
ever, That the Contractor shall procecd na
rapidly as practicable to discontinue such
costs; \

(B) There shall be included therein so far
a8 not Included under (A) above, the cost
of settling and paying claims arising out of
the termination of work under subcontracts
or orders, na provided in paragraph (b) (5)
above, which are properly chargeable to the
terminated portion of the contract;

(C) There shall bo Included therein the
ressonable costs of settiement, Including ac-"
counting, fegal, clerical, and other oxpenzes
reasonably necessary for the preparation of
settlement Clalms and supparting data with
respect to the terminated portion of the con-
tract and for the termination and settiement
of sybcontracts thereunder, together with
reasonable storage, transportation, and other
costs incurred in connection with the pro-
tection or disposition of termination inven-
tory: Provided, however, Thnt If the termi-
nation is for default of the Contractor there
shall not be included any amounts for the
preparation of the Contractor's settiement

proposal; and

(D) There shall be inoluded therein A por-
tion of the fee payable under the contract
determined as follows— by

(1) In the event of the termination of this
contract for the convenlence of the Govern-
ment and not for the default of the Con-
tractor, there shpll be pald a percentage of
the fee equivalent to the percentage of the
completion of work contemplated by the
contract, less fee payments previously mude
hereunder; or

(I1) In the event of the termination of
this contract for the default of the Contrac-
tor, the total fee payable shall be such pro-
portionate part of the fee (or, if this con-
tract calls for articles of different types, of
such part of the fee-as is reasonably allocable
to the typo of article under conslderation) o=
the total number of articles dellvered to and
accepted by the Government bears to the
total number of articies of a like Kind called
for by this contract;

If the amount determined under this sub-
paragraph (1) 1s less than the total payment
therotofore made to the Contractor, the Con-
tractor shall repay to the Government the
exoess amount; or

(2) If the settlement includes only the
fee, the amount thereof will be determined
in accordance with subparagraph (D) above

(f) The Contractor shall have the right
of appeal, under the clause of this contract
entitled “Disputes,” from any determination
made by the Contracting OfMcer under para-
graph (¢) or (e) above, except that if the
Contractor has falled to submit its claim
within the time provided In paragraph (c)
above and has failed to request extension of
such time, it shall have no such right of
appeal. In any case where the Contracting
OmMmcer ‘has made a determination of the
amount due under parsgraph (e) or (o)
above, the Government shall pay to the Con-
tractor the following: (i) If there i3 no rignt
of appeal hercunder or if no timely appeal
has been taken, the amount so determined
by the Contracting Officer, or (1) If an ap-
peal has been taken, tho amount finally de-
termined on such appeal.

(g) In arriving at the amount due the
Contractor under this clause there shall bo
deducted (1) all unliguidated advance or
other payments theretofore made to the
contractor, applicable to the terminated
portion of this contract, (1) any clatm which
the Government may have agalnst the Con-
tractor In connection with this contract, and
(111) the agreed price for, or the proceeds of
sale of, any materinls, supplies, or other
things acquired by the Contractor or soid
pursuaut to the provislons of this clause
and not otherwise recovered by or credited
to the Government.

(k) In the eyent of a partial termination.
tho portion of the fee which is payable with
respect to the work under the continued por-
tion of the contract shall be equitably ad-
usted by agreement between the Contractor

nd the Contracting Officer, and such nadjust-
ment shall be evidenced by an amendment Lo
this contract,

(1) The Government may from time 1o
time, under guch terms and conditions as It
may prescribe, make partial payments and
payments on sccount againat costs ipeurred
by the Contractor in connection with the
terminated portion of the contract when-
ever In the opinlon of the Contracting Officer
the aggregate of such payments shall be
within the amount to which the Contractor
will be entitled hereunder. If the total of
such payments is in excess of the amount
finally determined to be dus under this
clause, such excess shall be paynble by the
Contractor to the Government upon demand
together with interest computed at the rate
of 0 percent per annum, for the period from
the date such exoess payment is roceived Ly
the Contractor to the date on which yuch
excess is repald to the Government: Pro-
vided, hkotoever, That no interest alall be
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charged with respect to any such excess pay-
ment attributable to a reduction in the Con-
tractor's clalm by reason of retention or
other disposition of termination inventory
until ten days after the date of such reten-
tion or dispogition, or such later date as de-
termined by the Contracting Officer by reason
of the clreumatances,

(§) The provisions of this clause relating
to the fee shall be inapplicable If this con-
wract does not provide for payment of a fee.

(X) Unleas otherwise provided for in this
contract, or by applicable statute, the Con-
tractor from the effective date of terminn-
tion and far a period of sixX years after final
settiement under this contract, shall pre-
serve and make avallable to the Government
nt all reasonablie times at the office of the
Contractor, but without direct charge to
the Government, all its books, records, docu-
ments, and other evidence bearing on the
cost and expenses of the Contractor under
this contract and relating to the work termi-
nated hereunder, or, to the extent approved
by the Contracting Ofcer, photographs,
micro-photographs, or. other authentic re-
productions thercof.

§ 8,703 Termination clause for fixed-.
price construction contracts. The follow-
ing elause shall be inserted in all fixed
price construction contracts amounting
to more than $1,000, except that con-
tracting officers may, at their discretion,
omit the termination clause from fixed-
price construction contracts under $5,000
when the probability of termination for
convenience is remote, such as contracts
for repairs, improvements, or additions
to existing structures:

TERMINATION FOR CONVENIENCE OF THE
GOVERNMENT

(n) The performance of work under this
contraet may be termitated by the Govern-
ment In accordance with this clause in
whole, or from time to time in part, when-
over the Contracting Officer ahall determine
that such termination is in the best interest
of the Government, Any such termination
shall be effectod by delivery to the Contractor
of a Natice of Termination specifying the ex-
tont to which performance of work under
the contract ls terminated, and the date
upon which such termination becomes
clfective,

(b) After receipt of a Notice of Termina-
tlon, and except as otherwise directed by
the Contracting Officer, the Contractor shall:

(1) Stop work under the contract on the
date and to the extent specified in the
Notlce of Termination;

(2) Plage no further orders or sub-
contracts for materials, services, or facllities
except as may be necessary for comploetion
of such portion of the work under the con-
tract as is not terminated;

(3) Terminate all orders and suboon-
tracts to the extent that they relate to the
performonce of work terminasted by the
Notlce of Termination;

(4) Assign to the Government, in the
manner, at the times, and to the extent di-
rected by the Contraciing Ofcer, all of the
right, title, and interest of the Contractor
under the orders and subcontracts so termi-
nated, In which case the Government shall
have the right, In its discretion, to settle or
pay any or all claims arising out of the ter-
minstion of such orders and suboontracts;

(5) Settle all outstanding labilities and
Al clalms arising out of such termination
of orders and subcontracts, with the ap-
proval or ratification of the Cantracting
Officer to the extent he may require, which
Approval or ratification shall be final for sl
the purposes of thix clause;

(6) Transfer title and deliver to the Gov-
ernment, in the manner, at the times, and
1o the extent, If any, directed by the Con-
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tracting Omcer, (A) the fabricated or un-
fabricated parts, work in process, completed
work, suppiles, and other material produced
an & part of, or acquired in connection with
the performance of, the work terminated by
the Notice of Termination, and (B) the
completed or partinlly completed plans,
drawings, Information, and other property
which, if the contract has bean completed,
would have been required to be furnished
to the Government;

(7) Use its best efforts to sell, In the
manuner, at the times, to the extent, and st
the price or prices directed or suthorized
by the Contracting Officer, any property of
the types referred to in (6) above: Provided,
however, That the Contractor, (A) shall not
be required to extend credit to any pur-
chager, and (B) may acquire any such
property under the conditions prescribed
and &t a price or prices approved by the
Contracting Officer: And provided furtijer,
That the proceeds of any such transfer or
disposition shall be applied in reduction of
any payments to be made by the Govern-
ment to the Contractor under this contract
or shall otherwise be credited to the price
or cost of the work covered by this contract
or paid In such other manner as the Con-
tracting officer may direct;

(8) Complete performance of such part
of the work ns shall not have been ter-
minated by the Notlee of Termination; and

(9) Take such aotion as may be neces-
sary, of as the Contracting Officer may di-
rect, for the protection and preservation of
the property related to this contract which
is In the possession of the Contractor and in
which the Government has or may soquire
an interest,

At any time after expiration of the plant
clearance period, as defined In 32 CFR Part
8. a5 It may be amonded from time to time,
the Contractor may submit to the Contract-
ing Officer a lst, certified as to quantity
and quality, of any or all Items of termina~
tion inventory not previously disposed of,
exclunive of items the disposition of which
bas been directed or authorized by the
Contracting Officer, and may requast the
Government to remove such items or enter
into a storage sgreement covering them.
Not later than fifteen (15) days thereafter,
the Government will accept title to such
items and remove them or enter into a stor-
nge sgreement covering the same: Provided,
That the list submitted shall be subject to
verification by the Contracting Officer upon
removal of the itembs, or if the items are
stored, within forty-five (45) days from the
date of Submission of the lst, and any
necesaary adjustment to correct the list as
submitted shall be made prior to final
settlemont,

(c) After receipt of a Notice of Termina-
tion, the Conftractor shall submit to the
Contracting Officer 1ta termination clalm, in
the form and with the certification pre-
scribed by the Contmoting Officer. Such
clalm shall be submitted promptly but In
no event later than one year from the effec-
tive date of termination, unless one or more
extensions in writing are granted by the
Contracting Officer, upon request of the
Contractor made In writing within such
one year period or authorized extension
thereof. However, if the Contracting Officer
determines that the facts justify such ac-
tion, he may receive and act upon any such
termination claim at any time after such
one year perlod or extension thereof. Upon
fallure of the Contractor to submit Its ter-
mination claim within the time allowed, the
Contracting Officer may, subject to any
Settlement Review Board approvals required
by 382 CFR Part 8 in effect as of the date of
execution of this contract, defermine, on
the baszis of Information avallable to him,
the amount, If any, due to the Contractor
by reason of the termination und shall
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thersupon pay to the Contractor the amount
s0 determined.

(d) Subject to the provisions of paragraph”
{¢), and subject to any Settlement Reoview

Approvals required by 32 CFR Part 8
in effect s of the date of execution of this
contract, the Contractor and the Cantract-
ing Oicer may agree upon the whole or any
part of the amount or pmounts to be pald to
the Contractor by reason of the total or par-
tial termination of work pursuant to this
clause, whioh amount or amounts may in-
clude a reasonable allowance for profit on
work done: Provided, That such agreed
amount or amounts, exclusive of gettlement
costs, shall not exceed the total contract
price as reduced by the amount of paymonts
otherwise made and as further reduced by
the contract price of work not terminated.
The contract shall be mmended accordingly,
and the Contractor shall be pald the agreed
amount. Nothing In paragraph (e) of this
clause, prescribing the amount o be pald
to the Contractor in the event of falluro of
the Contractor and the Contracting Officer to
agree upon the whole amount to be pald to
the Contractor by reason of the termination
of work pursuant to this clause, shall be
deemod o Mmit, restrict, or otherwise de-
termine or affect the amount or amounts
which may be agreed upon to be pald to the
Contractor pursuant o this paragraph (d),

(¢) In the event of the fallure of the Con-
tractor and the Contracting Officer to agree
as provided in paragraph (d) upon ths
whole amount to be pald to the Contractor
by reason of the Termination of work pur-
suant to this clauxe, the Contracting OM-
cer shall, gubject ta any Settlement Review
Board approvals réquired by 32 CFR Part 8
in effect s of the dats of execution of this
contract, determine, on the basis of Infor-
mation avaiiable to him, the smount, If
any, due to the Contractor by reason of the
termination and shall pay to the Contractor
the amounts determined an follows:

(1) With respect 10 all contract work per-
formed prior to the effective date of the
Notice of Termination, the total (without
duplication of any items) of—

{A) The cost of such work;

(B) The cost of settling and paying cinlms
arising out of the terminntion of work under
subcontricts or orders as provided lu para-
graphi (b) (5) above, exclusive of the
amounts pald or payable on nccount of sup-
plies or materials dellvered or services
furnished by the subcontractor prior to the
effective date of the Notlce of Termination of
work under this contract, which amounta
shall be included in the cost on nsecount of
which payment is made under (A) above;
nnd

(C) A sum, as a profit, equal to 2 percent
of the part of the amount determined under
(A) above which represents the cost of
articles or materials dellvered to the site
but not incorporated In the work in plice
on the effective date of the Notice of Ter-
mination, plus a sum equal to 8 percent of
the remainder of such amount, but the ag-
gregate of such sumys shall not exceed § per-
cont of the whole of the amount determined
under (A) above, which amount for purposes
of this subdivision (C) shall exclude any
charges for interest on borrowings: Provided,
however, That if it appours that the Con-
tractor would have sustained a loss on the
entire contract had it been completed, no
profit shall be Included or allowed under this
subdivision (C) and an appropriate adjust-
ment ahall be made reducing the amount of
the settiement to reflect the indicated rate or
loss; and

(2) The reasonable cost of the preserva-
tion and protection of property incurred pur-
suant to paragraph (b) (8); and any other
rensonable cost incidental to termination of
work under this contract, Inchuding expenso
Incidental to the determination of the
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amonnt due to the Contractor as the result of the Contractor to the date on which such wﬁmpﬂyuw-nodptofulow:oof Terminge

the termination of work under this contract,

The total sum to be pald to the Contractor
under (1) above shall not exceed the total
cantract price as reduced by the amount
of payments otherwise made and as further
reduced by the contract price of work not
term'nated. Except for normal spotiage, and
except to the extent that the Government
shall have otherwise expressly assumed the

‘rirk of loas, there shall be excluded from the

amounts payable to the Contractor under
(1) above, the falr value, as determined by
the Contracting Officer, of property which is
destroyed, lost, stolen, or damaged so ns to
becom? undeliverable to the Government, or
10 » buyer pursuant to paragraph (b) (7).

({f) Any determination of costs under
paragraph (¢) or (e¢) hereof shall be governed
by the principles for consideration of costs
set forth in 32 CFR 8.302 as in effect on the
date of this contract. ,

(g) The Contractor shall have the right of
appeal, under the clause of this contract
entitled "Disputes,” from any determination
muods by the Contracting OfMcer under para-
graphs (¢) or (e) above, except that if the
Contractor has falled to submit its claim
within the time provided In paragraph (¢)
above and has falled to request extension of
such time, It ahall have no such right of
appenl. In any case where the Contracting
Officer has made a determination of the
amount due under parsgraph (¢) or (e)
above, the Government shall pay to the
Contractor the following: (1) If there Is no
right of appeal hersunder or if no timely
appeal has been taken, the amount so de-
termined by the Contracting Officer, or (i)
If an a has been taken, the amount
finally determined on such appesl.

(h) In arriving at the amount due the
Contractor under this clause there shall be
deducted (i) all unliguidated advance or
other payments on account theretofore made
10 the Contractor, applicable to the ter-
minsted portion of this contract, (il) any
claim which the Government may  have
against the Contractor in connection with
this contract, and (il1) the agreed price for,
or the proceeds of sale of, any materials, sup-
plies, or other things kept by the Contractor
or sold, pursuant to the provisions of this
ciause, and not otherwise recovered by or
credited to the Government,

(1) If the termination hereunder be par-
tinl, prior to the settiement of the terminated
portiog af this contract, the Contractor may
file with the Contracting Officer a request in
writing for an equitable adjustment of the
price or prices specified in the contract relat-
ing to the continued portion of the contract
(the portion not terminated by the Notloe
of Termination), and such equitable adjust-
ment as may be agreed upon shall be made
in such price or prices; however, nothing
contained hereln shall limit the right of the
Government and the Contractor to sgree
upon the amount or amounts to be pald to
the Contractor for the completion of the
continued portion of the contract when sald
contract does not contain an established con-
tract price for such continued portion.

() The Government may from time to
time, under such terms and conditions as it
may prescribe, make partial payments and
payments on secount against costs incurred
by the Contractor In connection with the
terminnted portion of this contract whenever
in the opinion of the Contracting Officer the
Rggregate of such payments shall be within
the amount to which the Contractor will be
entitied hereunder, If the total of such pay=
ments is In excess of the amount finally
agreed or determined Yo be due under this
clause, such excess shall be payable by the
Contractor to the Government upon demand,
together with Interest computed at the rate
of 6 percent per annum, for the period from
the date such excess payment is received by

exceas is repald to the Goyvernmeat: Pro-
vided, however, That no interest shall be
charged with respect to any such excess pay-
ment attributable to a reduction in the Con-
tractor's claim by reason of retention or other
disposition of termination Inventory until
ten days after the date of such retention or
dlspoaltion, or such Iater date as detormined
by the Contracting Officer by reason of the
clircumstances.

(k) Unless otherwise provided for in this
contract, or by applicable statute, the Con-
tractor, from the effective date of termina-
tion and for a period of six years after final
settiement under this contract, ahall pre-
serve and make avallable to the Government
at all reasonable times at the office of the
Contractor, but without direct charge to the
Government, all its books, records, docu-
ments, and other evidence bearing on the
costs and expenses of the Contractor under
this contract and relating to the work termi-
nated hereunder, or, to the extent approved
by the Contracting Officer, photographs,
microphotographs, or other authentic re-
productions thereof,

§8.704 Research and development
contracts with educational and other
nonprofit institutions.

§ 8.704-1 Termination clause. The
following clause shall be used in any con-
tract for experimental, developmental,
or research work (whether fixed-price or
cost-reimbursement type) with an edu-
cational or nonprofit institution: Pro-
vided, Such contract incorporates, or was
negotiated on the basis of, the cost prin-
ciples set forth in Part 15, Subpart C of
this chapter; and Provided further such
contract is placed on a no-fee or no-
profit basis. =

TERMINATION FOR THE CONVENIENCE OF THE
GOVERNMENT

(a) The performance of work under this
contract may be terminated, tn whole or from
time to time in part, by the Government
whenever for any reason the Contracting Of-
ficer shall determine that such termination
is In the best Interests of the Government.
Termination of work hercunder shall be ef-
fected by delivery to the Contractor of a No-
tice of Termination specifying the extent to
which performance of work under the con=
tract Is terminated and the date upon which
such termination becomes effective,

(b) After receipt of the Notice of Termina-
tion the Contractor shall cancel its outstand-
ing commitments hereunder covering the
procurement of materials, supplies, equip-
ment and miscellaneous items. In addition
the Contractor shall exercise all reasonable
diligence to accomplish the cancellation or
diveraslon of Ity outstanding commitments
covering personal services and extending be-
yond the date of such termination to the
oxtent that they relate to the performance
of any work terminated by the notice, With
respect to such cancelled commitments the
Contractor agrees to (1) settle all outstand-
ing liabilities and nll cluims arlsing out of
such cancellation of commitments, with the
approval or ratification of the Contracting
Officer, to the extent he may require, which
approval or ratification shall be final for all
purposes of this clause, and (ii) assign to
the Government, in the manner, at the time,
and to the extent directed by the Contracting
Officer, all of the right, title, and interest of
the Contractor under the orders and subcon-
tracts so terminated, in which case the Gov-
ernment shall have the right, In its discre-
tion, to setile or pay any or all clalms arising
out of the termination of such orders and
subcontracta,

(¢) The Contractor shall submit “its ter-
mination claim to the Contracting. Officer

tion, but in no event later than one yesr
from the effective date thereof, unless one
or more extenslons in writing are granted by
the Contracting Officer upon written roquest
of the Contractor within such one yesr
period or authorized extension thereaf,
Upon fatlure of the Contractor to submig
its termination colaim within the time ale
lowed, the Contracting Officer may, subject to
any Settlement Review Board spprovals re.
quired by 32 CFR Part 8 in effect as of the
date of execution of this contract, determine,
on the basis of information avallable to him,
the amount, if any, due to the Contractor by
reason of the termination and ahiall there.
upon’ pay to the Contractor the mmount so
determined.

(d) Any determination of costs under par.
agraph (c) shall be governed by the cost
prineciples sot forth in 32 CFR 8213, ax In
effect on the diate of this contract,

(e) Subject to the provisions of paragrmph
(c) above, and subject to any Settlement
Review Board approvals required by 32 CFR
Part 8 In effect as of the date of exccution
of this contract, the Contractor and the Con-
tracting Officer may agree upon the whoie

»Or any part of the amount or amounts to
be pald to the Contractor by reason of the
termination under this clause, which amount
or amounts may include any rensonable can-
celintion charges thereby Incurred by the
Contractor and any reasonable loss upon
outstanding commitments for personal serv-
lces which it Is unable to cancel: Provided,
however, That In connection with any out-
standing commitments for personal services
which the Contractor is unable to cancel,
the Contractor shall have exerclsed reason-
able diligence to divert such commitments
to Its other activities and operations. Any
such agreement shall be embodied in an
amendment to this contract and the Con-
tractor shall be paid the agreed amount.

(f) The Government may from time to
time, under such terms and conditions as it
may  prescribe, make partial poayments
against costs Incurred by the Contractor
in connection with the terminated portion
of this contract, whenever, in the opinion
of the Contracting Officer, the aggregate of
such payments is within the amount o
which the Contractor will be ontitied here-
under. If the total of such payments is in
oxcess of the amount finally agreed or de-
tormined to be due under this clause, such
excess shall be payable by the Contractor
to the Government upon demand: Provided,
That if such excess {5 not so pald upos
demand, interest thereon shall be payable
by the contractor to the Government at the
rate of @ percent per annum, beginning 30
days from the date of such demand.

(g) The Contractor agrees to transfer title
and deliver to the Government, in the man=
ner, nt the time, and to the extent, U any,
directed by the Contracting Officer, stuch in-
formation and items which, if the contract
had been completed, would have been re-
quired to be furnished to the Government,
including: -

(1) Completed or partially completed
plaus, drawings and Information; and

(2) Materials or equipment produced or
in process or acquired in connection with
the performance of the work terminated by
the notice,

Other than the above, any termination lu:
ventory resulting from the terminatlon oF
the contract may, with the written approval
of the Contracting Officer, be sold or uc-
quired by the Contractor under the condi-
tions preseribed by and at a price or prlr;;s
approved by the Contracting Officer. 1!.»:
proceeds of any such disposition shall o
applled in reduction of any payments v.o_W
made by the Government to the Contrac %
under this contract or shall cumrwtsf o
credited to the price or cost of work cover ;
by this contract or paid Lo such other man
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ner ns the Contracting Officer may direct.
Pending final dispasition of property arlsing
from the termination, the Contractor agrees
to toke such action ns may be necessary, or
pa the Contracting OMcer may direct, for
tue protection and preservation of the prop-
erty related to this contract which Is In
the possesslon of the Contractor and In
which the Government hes or may acquire
an interest,

(h) Any disputes ns to questions of fact
which may artse hereunder shall be subject
w the "Disputes” clause of this contract.

1 8704-2 Suggested clause for sub-
contracts, ‘The above clause, suitably
pltered to Indicate the relationship be-
tween the prime contractor and subcon-
{ractor, is suggested for use In sub-
contracts placed with educational or
nonprofit Institutions: Provided, Such
subcontracts incorporate, or are nego-
tizted on the basis of, the cost principles
set forth in Part 15, Subpart C of this
chapter; and Provided Jfurther, such
subcontracts are placed on the no-fee or
no-profit basis.

§ 8.706 Short form termination clause
for fixed-price supply and service con-
tracts, In order to facilitate:

() The handling of purchases under
fixed-price supply contracts above $1,000
but under $5,000; and

(b) The obtaining of services where it
is intended that a termination claim will
not be made in the event of termination
for the convenlence of the Government,
such as contracts for, but not limited to,
rental of unreserved garage space, meals
for inductees, laundry, and dry-cleaning
services;

the short form termination clause set
forth below is authorized for use in lieu
of any other clause providing for termi-
nation for the convenience of the Gov-
ernment: Provided, Such contracts
obligate the Government to order or
otherwise to be liable for a minimum
quantity:

TeaMINATION FOR CONVENIENCE OF THE
GOVERNMENT

The performance of work (supplies or
services) under this contract may be termi-
fiated, in whole or in part, whenever the Con-
tracting Officer shnll determine that such
action 18 in the best interest of the Govern-
ment.  Any  such  termination shall be
eifected by delivery to the Contractor of a
Notice of Termination specifying the extent
W which performance of work under this
contract Is terminated, and the date upon
which such termination becomes effective.
If this contract is for supplies and s so
terminated, falr compensation, within the
mesning of, and as provided by 32 CFR Part
B, 0z In eoffect on the date of this contract,
will be pald to the Contractor, and any
termination Inventary will be disposed of in
acccordance with satd part, If this contract
is Tor services and is 80 terminated, the Gov-
erument shall be liable only for payment in
acordance with the payment provisions of
this contract for services rendered prior to
the elfective date of termination,

18706 Subcontracttermination
clause. The following termination clause
is suggested for use in fixed-price
subcontracts:

TERMINATION —

{#) The performance of work under this
Contract may be terminated, in whole or
from time to time in part, by the buyer in
Stcordance with tils clause. Termination
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of work hereunder shall be effected by de-
livery to the seller of a Notice of Termination
specifying the extent to which performance
of work under the contract is terminated,
and date upon which such termination be-
comes effective.

(b) After recelpt of a Notice of Terminn-
tion and except ns otherwise directed by the
buyer, the seller shall:

(1) Stop work under the contract on the
date and to the extent specified in the Notice
of Termination;

(2) Place no further orders or subcon-
tracts for materials, services, or facilities ex-

copt a8 may be necessary for completion of .

such portions of the work under the contract
#5 may not be terminnted.

(3) Terminate all orders and subcontracts
to the extent that they relate to the per-
formance of any work terminated by the
Notice of Termination;

(4) Assign to the buyer, in the manner,
and to the extent directed by the buyer, all
of the right, title and Interest of its seller
under the orders of subcontracts so termi-
nated:

(5) Settle all outstanding liabilities and
all claims arising out of such termination of
orders and subcontracts subject to the ap-
proval or ratification of the buyer to the ex-
tent he may require, which approval or rati-
fication shall be final for all the purposes of
this clause;

(6) Transfer title and deliver to the buyer
in the manner, to the extent, and at the
timies directed by the buyer (A) the fabri-
cated or unfabricated parts, work In process,
completed work, supplies and other material
produced as a part of, or acquired In con-
nection with the performance of, the work
terminated by the Notice of Termination,
and (B) the completed or partially completed
plans, drawings, Information, and other prop-
erty which, If the contract had been com-
pleted, would be required to be furnished
to the buyer;

(7) Use his best efforts to sell in the man-
ner, to the extent, at the time, and at the
price or prices directed or authorized by the
buyer, any property of the types referred to
in (6) above: Provided, howerer, That the
seller (A) shall not be required to extend
credit to any purchdiser, and (B) may acquire
any such property under the conditions
prescribed by and at a price or prices ap-
proved by the buyer: And provided further,
That the proceeds of any such transfer or
disposition shall be applied In reduction of
any payments to be made by the buyer to
the seller under this contract or shall other-
wize be credited to the price or cost of the
work covered by thia contract or paid in
such othor manner as the buyer may direct;

(8) Complete performance of such part
of the work as shall not have boen termi-
nated by the Notice of Termination; and

(9) Take such action as may be necessary
or as the buyer may direct for protection
and preservation of the property related to
this contract which is In the possession, of
the seller and In which the buyer or the
Government has or may acquire an intorest.

{e) After receipt of a Notice of Termins-
tion, the seller shall submit to the buyer ita
termination claim, In the form and with the
certifiention prescribed by the buyer, Such
clnim shall be submitted promptiy, but not
later than six (6) months from the effective
date of termination.. Upon fallure of the
soller to submit its termination ciaim within
the time allowed, the buyer may determine,
on the basis of Information available to it,
the amount, if any, due to the seller In re-
spect to the termination and such determina-
tion shall be final. After the buyer has
made a determination under this paragraph,
It shall pay the seller the amount so
determined.

(d) Subject to the provisions of pars-
graph (o) the seller and the buyer may agree
upon the whole or any part of the amoung or
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amounts to be pald to the seller by reason
of the total or partial termination of work
pursusnt to this clause, which amount or
amounts may include a ressonable allowance
for profit on work done and the buyer shall
pay the agreed amount or amounts: Pro-
vided, That such agreed amount or amounts,
oxclusive of settlement costs, shall not éx-
ceed the total contract price as reduced by
the amount of payments otherwise made and
as further reduced by the contract price of
work not terminated. Nothing in paragraph
(e) below prescribing the amount to be pald
to the seller in the event of the fatlure of
the seller and the buyer to agree upon the
whole amount to be pald to the seller by
reason of the termination of work pursu-
ant to this clause, ahall be deemed to Jimit,
restrict, or otherwise determine or effect the
~amount or amounts which may be agreed
upon to be pald to the seller pursuant to
this paragraph (d),

(e) In the event of the fallure of the seller
and the buyer to agree as provided In para-
graph (d) upon the whole amount to be paid
to the seller by reason of the termination
of work pursuant to this clause, the buyer,
but without duplication of any amounts
agreed upon In accordance with paragraph
(d), shall pay to the seller the following
amounts:

(1) Por completed supplies accepted by the
buyer (or sold or acquired as provided In
paragraph (b) (7) above) and not theretofore
pald for, forthwith a sum equivalent to the
aggregate price for such supplies computed
in sccordance with the price or prices speci-
fied In the contract, appropriately adjusted
for any saving of freight or other charges:

(2) In respect of the work terminated as
permitted by this clause, the total (without
duplication of any items) of—

(A) The cost of such work, including Int-
tinl costs and preparatory expenses allocable
thereto, exclusive of any costs attributable to
supplies paild or to be pald for under (1)
above; and

(B) The cost of settling nrgl paying claims
arising out of the termination of work under
subcontrnots or orders as provided in para-
graph (b) (5) above, exclusive of the
amountsa pald or payable on account of sup-
plies or materials delivered or services fur-
nished by the subcontractor prior to the ef-
fective date of the Notice of Termination of
work under this contract which amounts
shall be included In the cost on account of
which paymett ia made under (A) above;
and

(O) A sum, as a profit, equal to 2 percent
of the part of the amount determined under
(A) above which represents the cost of arti-
cles and materials not processed by the seller,
plus & sum equal to 8 percent of the re-
mainder of such amount, but the sggrogute
of such sum shall not exceed 6 percent of
the whole of the amount determined under
(A) above, which amount for the purpose
of this subdivision (C) shall exclude any
charges for Interest on borrowings: Provided,
however, That If It appears that the seller
would have sustained a loss on the entire
contract had It been comploted, no profit
shall be Included or allowed under this sub-
division (C) and an appropriate adjustment
shall be made reducing the amount of the
settiement to refloect the indicated rate of
loas; and

(3) The reasonable costs of settlement, In-
cluding nccounting, legal, clerical, and other
expenses repsonably necessary for the prep-
aration of settlement claims and supporting
data with respect to the terminated portion
of the contract and for the termination and
settiement of subcontrnots thereunder, to-
gether with reasonable storage, transporta-
tion, and other costa Incurred in connection
with the protection or disposition of the
property allocable to this contract.
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Tho total sum to be pald to the seller
under (1) and (2) sbove shall not exceed
tho total contract price reduced by the
amount of payments otherwise made and
63 further reducéd by the contract price
of work not terminated, Except for normal
spollige and except to the extent that the
buyer or the Government shall have other-
wise expressly assumed the risk of loss,
there shall be exciuded from the amoumnta
payable to the seller under (1) and (2) (A)
above the falr value ns determiined by tho
buyer of progeriy which iz destroyed, lost,
#tolen, or dameged so as to become un-
dellverable to the buyer or to & purchaser
pursuant to paragraph (b) (7).

(f) The obligation of the buyer to make
any payments under this clouse ahall be
subject to deductions with respect to (1)
all unliquidsted advance or other payments
on account theretofore made to the seller
applicable to the terminated portion of this
contract, (i) any clalm which the buyer
may have agalnst the seller, in connection
with this contract, and (lil) the agreed
price for, or the proceeds of sale of, any

materials, supplies, or other things retained

by the seller or sold, and not otherwise re-
covered by or credited to the buyer.

(g) If the termination hereunder be par-
tial, prior to the settlement of the termi-
nated portion of this contract, the soller
may file with the buyer a request in writing
that an equitable adjustment be made in
the price or prices specified {n the contract
for the work in connection with the con-
tinued portion not terminated by the Notice
of Termination, and the appropriate equi-
table adjustment shall be made In such price
or pricesa,

{h) The buyer may, from time to time,
under such terms and conditions as It may
proescribe, make partial payments and pay-
ments on account against costs incurred by
thie seller In respect to the terminated por-
tion of the contract, whenever in the opin-
fon of the buycr the aggregate of such pay-
ments shall b8 within the amount to which
the seller will be entitled hereunder. If tho
total of such payments is In cexcess of the
amount finally agreed upon or determined
10 be due under this clause, such excess
shall be payable by the seller to the buyer
upon demand, together with interest com-
puted at the rate of 8 percent per annum,
for the perlod from the date such excess
payment is recelved by the seller to the date
on which such excess is repald: Provided,
however, That no intercst shall be charged
with respect to any such excess payment
attributable to s reduction in the seller's
clalm by reason of retention or other dis-
position of tormination Inventory unul ten
days after the date of such retention or
disposition, or such later date as dotermined
by the buyer by reason of the clrcumatances.

(1) Far the purpose of parugraphs (o)
and (e) above, the amounts of the payments
to be made by the buyer to the aeller shall
be determined in conformity with the poll-
cles and prineiples set forth in 32 CFR Part
B In effect at the date of this contract,
Unless otherwise provided for in this con-
truct, or by applicable statiite, the sellet,
for a. pertod of six (6) years aftor final
settloment under the contract shall make
avallable to the buyer and the Government
at all reasonable times at the ofMee of the
seller nll ity books, records, doouments, or
other evidence beoaring on the costs and exe
penses of the seller under the contract and
in respect’of the termination of work here-
under or, to the extent approved by the
Government, photographs, microphoto-
gmaphs, or other asuthentic reproductions
thereof,

$8.707 Default clause for fixred-price
supply contracts. The following clause
shall be used in all fixed-price supply
contracts as defined in § 7.102.

RULES AND REGULATIONS

DeravLy

(n) The Government may, subject to the
provisions of paragraph (c¢) below, by writ-
ten notice of default to the Contractor,
terminate the whole or any part of this
contract in any one of the follawing etreum-
stances:

(1) If the Contractor falls to make deo-
livery of the supplies or to perform the
services within the time specified berein or
any extenalon thereof; or

(2) If the Contragtor falls to perform any
of the other provistons of this contract, or so
falls to make progress as to endanger per-
formance of this contract in accordance with
Its terms, and in elther of theso two olrctim-
stances does not cure such fallure within a
period of 10 days (or such Jonger period as
the Contraciing OmMcer may sauthorize In
writing) after receipt of notice from the
Contracting OfMecer specliying such fallure.

(b) In the event the Government termi-
nates this contract In whole or In part as
provided in paragraph (a) of this clause, the
Government may procure, upon such terms
and In such manner as the Contracting
Ofcer may deem appropriate, supplies or
services similar to those so terminated, and
the Contractor shall be liable to the Govern-
ment for any excess oosts for such similar
supplies or services: Provided, That the Con-
tractor shall continue the performance of
this contract to the oxtent not terminated
under the provisions of this clause,

(¢) Except with respect to defanits of sub-
contractors, the Contractor shall not be
liable for any excess costs {f the fallure to
perform the contract arises out of causes
beyond the control and without the fault or
negligence of the Contractor. Such causes
may Include, but are not restricted to, acts
of God ar of the public enemy, acta of the
Government in either its sovereign or con-
tractual capacity, fires, floods, epidemiocs,
quarantine restrictions, strikes, freight em-
bargoes, and unusually severe weather; but in
every ctse the failure to perform must be
beyond the control and without the fault or
negligence of the Contractor. If the fallure
o perform 12 caused by the default of 4 sub-
contractor, and if such default urises out of
causes bBoyond the control of both the Con-
tractor and subcontractor, and without the
fault or negligence of elther of them, the
Contractor shall not be liable for any excess
costa for fatlure to perform, unless the sup-
piies or services to be furnished by the sub-
contractor were obtalnable from other sources
in suficient time to permit the Contractor to
meet the required dellvery schedule,

(d) If this contract is terminated as pro-
vided In paragraph (a) of this clause, the
Government, In sddition to any other rights
provided in this clause, may require the Con-
tractor to transfer title and deliver to the
Government, in the manner and to the ex-
tent directed by the Contracting Officer, (1)
any completed supplies, and (i) such par-
tlally completed supplies and materials,
parts, tools, dles, Jigs, fixtures, plans, draw-
ingw, Information, and contract rights (here.
inafter enlled “manufacturing materials™) as
the Contractor has specifically produced or
specifically acquired for the performance of
such part of this contract as has been ter-
minated; and the Contractor shall, upon
direction of the Contracting Officer, protect

and preserve property in possession of the'

Contractor in which the Government has an
interest. Payment for completed supplies
dellvered to and accopted by the Govern-
ment shall be at the contrsct price. Pay-
ment for manufacturing materials delivered
to and accepted by the Government and for
the protection and preservation of property
‘shall be In an amount agreed upon by the
Contractor and Contracting Officer; failure
to agree to such amount shall be a dispute
concerning a question of fact within the
meaning of the clause of this contract en-
titled “Dispute”.

(e) I, after notice of termination of thiy
contract under the provisions of paragre; h
(a) of this clause, it Is determined that :
fatiure to perform this contract Is duo lu
causes beyond the control and without the
fault or negligence of the Contractor or sub.
contractor pursuant to the provisions of
paragraphi (¢) of this clause, such notice of
default shall be deemed to have been lssued
pursuant to the clausze of this contract cn.
titled “Termination for Convenlence of the
Government,” and the rights sud obligations
of the parties hereto shall in such event be
governed by such clause, (Except as others
wise provided In thils contract, this
agraph (e) applies only If this contract con-
tains such clause,)

(f) The rights and remedies of the Gove
ernment provided in this clause shall ot
be exclusive and are in nddition to any other
rights and remedies provided By law or under
this contract,

$8.708 Ercusable delays clause [or
cost-reimbursement type supply con-
tracts. The following clause shall be
used in all cost-reimbursement type sup-
ply contracts as defined in § 7.202.

ExcuUsABLE DELAYS

Excopt with respect to defaults of sub-
contractors, the Contractor shall not be
default by reason of any faflure In perform-
ance of this contract ln accordance with its
terms (including any fallure by the Con-
tractor to make progress in the prosecution
af the work hercunder which endatigers such
performance ) if such fallure arises out of
ciauses beyond the control and without the
fault or negligence of the Contractor, Such
causes may include, but are not restr
to: ncts of God or of the public enemy; ncta
of the Government In either its sovercign
or contractual capacity; fires; foods; opl-
demics; quarnntine restrictions; strikes;
freight embargoes: and unusually eevere
wedther; but In every case the fallure to
perform must be beyond the control nnd
without the fault or negligence of the Con-
tractor. If the fallure to perform I caused
by the fallure of a subcontractor 1o perform
or make progress, and if such fallure arises
out of causes beéeyoud the control of both
the Contractor and subcontractor, snd v
out the fault or negligence of either of them
the Contractor shall not be deemed t« I'f
in defsult, unlees (1) the supplies or servi
10 be furnished by the subcontractor were
obtainable from other sources, (i) the ¢
tracting OfMcer shall have ordered the l,‘
tractor in writing to procure such supp
or services from such other sources, and (111}
the Contractor shall have falled to com;
ressonably with such order. Upon reguest
of the Contractor, the Contracting Oficer
shall sscertaln the fucts and extent of such
fatlure and, If he shall determine that aoy
faflure to perform was oocasioned by any
one or more of the sald couses, the delivery
schodule shall be revised accordingly, subject
to the rights of the Government under the
clause hereof entitied *“Termination.'

§£8709 Default clause jor fixed-price
construection contracts. (a) The follow-
ing clause shall be used in all fixed-price
construction contracts,

TERMINATION ¥OR DEFAULT—DAMAGES FOR
Driax—TiMx EXTENSIONS

(a) If the Contractor refuses or fails 10
proseccute the work, or any separable part
thereof, with such diligence as will insure 118
completion within the time specified in this
contract, or any extension thereof, or falls 0
complete sald work within such time, the
Government may, by written notice to ‘-"’
Contractor, terminate its right to procecd
with the work or such part of the work as 10
which thete has been delay. In such cvent
the Government may take over the work and
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prosecute the same to completion, by contract
or otherwise, and the Contractor and its
sureties shall be Hable to the Government for
nny excess cost occaaloned the Government
thereby, and for liquidated damapgea for de-
Iay, us fixed in the specifications or accom-
panying papers, until such reasonable time
as may be required for the final ¢complotion
of the work, or If guidated damages Are not
g0 fixed, any actual damages occasioned by
such delay. If the Contractor's right to pro-
ceed Is a0 terminnted, the Government may
take possession of and utilize in completing
the work such materiala, appliances, and
plant s may be on the site of the work and
necessary therefor,

(b) If the Government does not terminate
the right of tho Contractor to procesd, as
provided In paragraph (a) hereof, the Con-
tractor shall eontinue the work. in which
event the Contractor and its sureties shall be
llable to the Government, in the amount set
forth 1n the specifications or accompanying
papers, for fixed, agreed and liquidated dam-
ages for ench calendar day of delay until the
work is completed or accepted, or if ligui-
dated damages are not so fixed, any actual
damages occasioned by such delay.

(¢) The right of the Contractor to pro-
ceed ghall not be terminated, as provided
ln parsgraph (8) hereof, nor the Contrac-
tor charged with liquidated or actual dam-
nges, n8 provided In paragraph (b) hereof
because of any delays In the completion of
the work due to unforseeable causes beyond
the control and without the fault or negli-
gence of the Contractor, including, but
not restrioted to, aots of God or of the pub-
lic enemy, acts of the Government, in elther
ita povereign or contractual capacity, acts
of another contractor in the performance of
a contract with the Government,  fires,
floods, epidemics, quarantine restrictions,
sirikes, freight embargoes, and unusually
severe weather, or delays of subcontractors
or suppllers due to such csuses: Provided,
That the Contractor shall within 10 days
from the beginning of any such delay, un-
lesas the Contracting Officer shall grant a
further period of time prior to the dite of
final settlement of the contract, notify the
Contracting OfMcer in writing of the causes
of delay, The Contracting Ofcer shall as-
cortain the facts and the extent of the delay
and extend the tUme. for completing the
work when in his judgment the findings of
fact Justify such an ‘extension, and his find-
ings of fact thereon shall be finnl and con-
clusive on the parties hereto, subject only
to appeal as provided by the Disputes clause
of this contract.

(d) If, after notice of termination 'of this
contrnct under the provisions of paragraph
(a) of this clause, 1t is deterinined that the
fallure to perform this contract was due to
causes beyond the contral and without the
L or negligence of the Contractor pur-
4t to paragraph (¢) of this clause, such
notics of termination shail be deemad to
have been issued pursuant to the Termina-
Hon far Convegience of the CGovernment
lause of this contract, and the rights and
obligations of the parties hereto shall in
such event be governed by such clause.

(o) The rights and remedies of the Gove
ernment provided in this clause are in nddi-
Lon to nny other rights and romedies pic-
Vided by law or under this coutract,

(b} During a period of national emer-
gency, paragraph (¢) of the above
clause may be changed by deleting the
word “unforesecable” and inserting the
phrase “otheér than normal weather,”
after the word “causes” where it first
appears in the flrst sentence,

(¢) Standard Form 23a is prescribed
for use in all formally advertised con-
sbruction contracts. That Form con-
lains, as clause 5, paragraphs (a)

FEDERAL REGISTER

through (c) of the above clause. When
that Form is used, paragraphs (d) and
(e) of the above clause shall be added
to the Form by means of an Altera-

“tions in Contract clause (see § 7.105-1

of this chapter).
SUBPART H—FORMS

§ 8.800 Scope of subpart. This sub-
part contains certain forms related to
the termination and settlement of
contracts,

§8.801 Notice of termination.

§ 8.801-1 Telegraphic notice of ter-
mination. (a) The following form of
telegraphic notice is approved for use
where a contract is being completely

terminated:
Triecnarnic NoTice—COoOMPLETE Tnunwnon
Dato . =

XYZ Corporation
New York, New York

Your contract No, wovuen is hereby termi-
nated In its entirety pursuant to clause
..... of the contract effective |Here Insert

“Immediately” or “On occeceaa., 19"
(Inserting the date) or “As soon as you have
dellvered thereunder including previous de-
lveries the following items"~(listing ftems) |.
Immediately stop all work, terminate sub-
contricts and place no further orders except
to extent (Insert if applicable—Necessary to
perform any portion thercof not terminated
hereby or) that you or a subcontractor wish
to rotaln and continue for own account any
work in process or other materials, Tele-
graph simlilar instructions to all subgcon-
tractors and suppliers. Letter and instruc-
tion follow.

’ (Name xmd Rank)
Contracting Officer

(b) The following form of telegraphic
notice is approved where a contract is
being partially terminated:

TELECRAPHIC NOTICE OF PARTIAL TERMINATION

3 7 T B s Lo T e

XYZ Corporation
New York, New York

Your contract No, <..... In hereby par-
tinlly terminated pursuant to clause ......
of the contract effective ON e cecnne 10..,
on which date you will reduce Its total num-
ber of itema to be delivered as fallows (in-
sorting instructions ns fo reduced deliveries),
Immedistely stop all work, terminnte gub-
contracia and piace no further orders ex-
cept 1o extent nocestary to perform any pors
ton' thereof not terminated hereby or that
you or a subcontractor wish to retain and
continue for own secount any work in proc-
€55 or other materials, Telegraph similar in-
structions to all subcontractors and sup-
pliers. Lottor and instructions follow,

(N'\mo and Rank)
Contraoting Oficer

¥ 8.801-2 Letfler notice of termina-
tion. (a) The following form of Notice
of Termination of prime contract Is
approved for use. With appropriate
modifications it is suitable for use in
terminating subcontracts.

LerTEn NOTICE OF TERMINATION TO PRiMx

CoNTRACTONS

[AL the top of the Notice set out nll spe-
clal detalls reiating to the partcular
tormination: e, g, nsme and address of
company, number of prime contract termi-
nated, service Involved, appropriation or
allotment, ete.
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Two alternative forms of paragraph No. 1
are set out below, If this written termina-
tion notice confirms n telegraphic notice pro-
viously sent, use the first of the alternative
paragraphs No. 1 below, 1If no previous
telegraphic notice has been sent, use the
gecond. ]

1. Efective date of termination. This let-
ter will confirm the Government's telegram
to you dated ... . 19.., terminating*
[in part| your Contract No. ...... (herein-
after referred to as “the contract™) for the
convenience of the Government, in acodrd-
ance with the olause thereof entitled “Ter-
mination for the Convenlence of the Gove
ernment” jor, in the case of a cost-relm-
bursement-type contraet, ‘“Termination"].
Such termination Is effective on the date
and In the manner stated In such telegram,
reference to which is hereby made [or copy
of which s attached hereto].

(or)

1. Effective date of termination, You are
notified that your Contract NO, ——.... (here-
inafter referred to ns "the contract") is
heredby terminated [in part] for the con-
venience of ‘the Government, in sccordance
with the clause hereof entitled “Termination
for the Convenlonce of the Government"
[or, In the cdse of & cost-relmbursement-
type contract, “Termination”]. Such ter-
mination will be effective: _ ... .. {Hero
insert either "lmmednt.cly upon your recelpt
of this Notice” or “on gt
(Inserting the date) or “as soon as you have
dellvered under the contract the following
number of each of the items listed below,
including those heretofore delivered, to wit:
it ¢ OBy 5 OX ki s - . 10_., on which
date you are hereby directed to reduce the
fotal number of tems to be delivered undor
the contract ss follows™: (here insert in-
structions as to reduced deliveries.) |

2, Cessation of work and notification to
vour immediate subcontractors. (a) You
shall stop all work, make no further ship-
ments, and place no further orders in con-
nection with the contract, except (1) to the
extent necessary to perform any portion
thereof not terminated by this Notice, or (2)
to the extent that you may wish to retain
and continue any work In process or other
materials for your own account, or (3) to
the extent the Contracting Officer authoriges
you to continue work-in-process for rea-
sons of safety, or to clear |or avold damage
to] equipment or to avold Immediste com-
plste spoilage of work-in-process having a
definite commercial value, or otherwise to
prevent undue loss to the Government.. [1f
you believe the authorization referred to In
subparagraph (3) above is necessary or ad-
visable, you shall immediately notify the
Contracting Officer by telephomie or personal
confersnce and obiain instructions.] You
shall keep adequate records of your coms
pllance with this paragraph 2 (a) showing
(1) the date you received your Notlee af
Termination, (1) the effective date of such
termination, and (Ji) the oxtent of com-
pletion of performance on such effective
date,

(b) You shall give notice of termination
to each of your immediate subcontractors
(Including suppliers) who will be affected
by the termination of your gontract, In
such notice you shall (1) give him the
number of your contract with the Govern-
ment, (2) state that it has been terminated
(or terminated in part, i that is the case)
for the convenlence of the Government, (3)
give him the name and address of the Con-
tracting Officer, (4) instruct him to stop all
work, to msake no further shipments, to
pisce no more orders, and to terminnte all
subocontracts under this contract with you
(subject to the same exceptions stated in
paragraph 2 (a)), (6) direct him to submit
his settiement proposal promptly iu order to
expedite settlement, and (6) request him to
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give similar notice and Instructions to his
immediate subcontractors.

(¢) You shall notify the Contracting Of-
flcor of the number of articles completed
under the contract and still on hand, and
arrunge with him for thelr delivery or other
disposal.

(d) You shall forthwith transfer title to
and deliver to the Government, In accord-
ance with any lnstructions of the Contract-
ing Officer, all items of termination Inven-
tory (including subcontractor termination
inventory which under the terms of the
subcontract or purchase order oconcerned
you have the right to take over) of the fol-
lowing types or classes: [insert proper
identification or "none™.]

(¢) You shall notify the Contracting Of-
ficer of any pending legal proceedings which
relate to any subcontracts or purchise
orders under the terminated contract or
whioh have resulted In or which are in-
tended to result In 4 llen or encumbrance
on any termination inventory other than
termination inventory you propose and are
authorized to purchase, retaln, or dispose of.
(The Contracting Officer ahall also be
pramptly notified of any such proceedings
brought after roceipt of this Notice,)

(f) You shall take such other action as
may be required by the Contracting Officer
or under the termination clause contained
in your contract.

(3} Termination {nveniory. In connee-
tion with settiement of your claim, it will
be nocessary to establish that all your termi-
nation ilnventory and that of your subcon-
tractors has been properly sccounted for.
For detalled Information, sce 32 CFR Part 8,
Subpart P.

4. Completed eond {tems, Subject to
32 CFR 8308, you will Involee acceptable
completed end items under the contract In
the usual way and not include them in your
settlement proposal.

5. Submission of settlement proposal. To
assist you in prompt submission of your sot-
tlement proposal, there is enclosed one set
of the atandard forms,

0. Patents. Your attention Is called to
any provisions of the contract which may
require you to make a disclosure of, and to
dellver to the Government instruments of
llconse or assignment respecting all inven-
tions, discoveries, and patent applications
made by you in the performance of the con-
tract. You are urged to forward such dis-
closures and instruments of lloense or as-
signment to the Contracting Officer
promptly, inssmuch as these contractual
obligations must be complled with before
execution of the final settlement agreemont,
This paragraph may be disregarded if the
contract contalns no such patent provisions.

7. Settiements with subcontractors., You
remain liable to your subcontractors and
suppliers for clnlma arising by reason of the
termination of thelr subcontracts or orders.
You are requested to settle such terminn-
tion' clalms ns promptly as possible. For
purposes of relmbursement by the Govern-
ment, such settiements will be governed by
the provisions of 32 CFR Part 8

8. The Office named bexo' will be In
charge of the settiement of your claim. As
10 any matters not covered by this Notice,
you should consult the Office named below.

9. Please scknowledge receipt of this No-
tice as shown below,

(Contracting officer)

(Name of office)

(Address)
Enclosures.

Acknowledgment of Notice

The undersigned hereby ncknowledges re-
celpt of a signed copy of the foregoing
Notlce on Two coples of

RULES AND REGULATIONS
this Notice, both signed, are herewith re-
turned.

(3) In the event the undersigned selly the
property covered by this Agreement prior to

{Name of contractor)
By

(Title)

§8.802 Forms' Jjor settlement of
fixed-price contracts., The forms set
forth below are prescribed for use In
settling terminated fixed-price contracts.

§8.802-1 DD Form 540—Settlement
Proposal—Inventory Basis,

§8802-2 DD Form b541—Settlement.
Proposal—Total Cost Basis.

§8.802-3 DD Form 831—Settlement
Proposal—Short Form.,

$8.802-4 DD Form 542—Inventory
Schedule A—Metals in Mill Product
Form. DD Form Sd2c—Inventory
Schedule A—Continuation Sheet.

§8.802-5 DD Form 543—Inventory
Schedule B—Raw Materials. DD Form
543c—Inventory Schedule B—Continua-
tion Sheet.

§8.802-6 DD Form G§d4d—Inventory
Schedule C—Work in Process. DD Form
Sddc—Inventory Schedule C—Continu-
ation Sheet.

§8.802-71 DD Form 545—Inventory
Schedule D—Dies, Jigs, Fixtures, ete. and
Special Tools. DD Form 545c—Inven-
tory Schedule D—Continuatior: Sheet.

$8.802-8 DD Form 832—Inventory
Schedule E—Short Form for Use with
DD Form 831 oniy.

§ 8.802-9 DD Form 546—Schedule of
Accounting Information.

§ 8.802-10 DD Form 548—Application
Jor Partial Payment.

§8803 DD Form 547—Settlement
Proposal jor Cost-Reimbursement Type
Contracts.

§8804 DD Form 547s—Notice of Au-
dit Status Date,

§ 8.805 Scrap warranty. A warranty
in the general format set forth below
shall be executed by & purchaser of ma-
terial as scrap (on direct purchase from
the Government or on subsequent re-
sale) in accordance with the require-
ments of § 8.504.

ScrAP WARRANTY

In conalderation of the transfer to the
undersigned of the property covered by this
Agreement at a value based upon its belng/
used as scrap, the undersigned represents
and warrants to the United States as follows:

(1) The property covered by this Agree-
ment will be used only as scrap, elther in
its existing condition or after further prep-
aration, unless and until the undersigned is
releaned from this warranty,

(2) In the event the undersigned is reo-
Jensed from this warranty, any payment
agroed on as consideration for such release
shall be made to the United States, regard-
less of whether this warranty shall have beén
executed at the request of the United States.

*A fncaimile of each of the forma listed
below have been filed with the Federal Reg-
ister Division; coples of forms may be ob-
tained through the Contracting Officer in nny
of the military departments.

-

rel of this warranty, the undersignoed wil)
obtain from the purchaser and tender to the
United States a warranty identiceal to this
executed by the purchaser, and upon receip:
of such other warranty, this warranty will
be released by the United States,

(4) All obligations of the undersigned
under this warranty shall expire five years
from the date hereof,

(Name)

(Address)

(Date)

§ 8.806 Forms of settlement agree-
ment, (See §8.209.)

£ 8.806-1 Seltlement agreement jor
use in settling fired-price prime con-
tracts after complete termination,

This Supplemental Agreement of Sottle-
ment, entered Into this. ... Ry Ol ...
19.. between the United States of America
(hereinafter called ““The Governmen:')
represented by the Contracting Officer ex-
ecuting this contract, and ... ... ...

(1) A corporation organized and axutm,
under the Laws of the State of o ceeeeee. ..

{i1) A partnership consisting of ot

(ii1) An Individual dolng business as

(hereinafter called “the Contractor').

Witnesseth that:

Whereas, the Contractor and the Govern-
ment have entered into Contract No.......
under date of oo « 19.. which, to-
gether with any and all amendments,
changes, r-odifications, and supplements
thereto, Is herelnuafter reforred to as “the
contract”; and

Whereas, the Termination far Convenienco
of the Government clause of the contract
provides that the performance of work under
the contract may at the convenlience of the
Government be terminated by the Govern-
ment In whole, or from time to time in part,
whenever the Contracting Officer shall deter-
mine that such termination ix In the best
interests of the Government, and that the
Contractor and the Contracting Officer may
ngree upon the whole of any part of the
amount to be pald to the Contractor by rea-
son of such termination; and -

Whereas, by notice of termination dated

......... the Government advised the Con-
tmcbar of the complete termination of the
contract for the convenience of the Govern-
ment; and

Whereas, as used hereln the following terms
shall have the meanings hereinafter set
forth:

Tho term “termination inventory' meoans
any items of physical property purchascd,
supplied, manufactured, furnished, or other-
wise acquired for performance of the con-
tract which are properly allocable o the
terminated portion of the contract, but shall
not Inciude any facilities, materinls, produc-
tion or other equipment, or special tooling,
which are subject to & separate contract or &
special contract provision governing the use
or disposition thercof. Terminsation inven-
tory may Include Government-furnished
property and contractor-scquired property.
as defined below,

(1) Government-furnished property s
property in the possession of or acquired di-
rectly by the Government, and dellvered o
otherwise made avallable to the Contractor.

(1) Contractor-sequired property s prop-
erty procured or otherwise provided by the
Contractor for the performance of a con-
tract, whether or not the Government bas
title by the terms of the contract, or exor-
clses ita contractual right to take title.

The term “subcontract™ means any con-
tract as defined in 32 CFR 1,.201-6 other than
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a prime contract, entered Into by a prime
contractor or & subcontractor, calling for
supplies or services required for the per-
formance of any one or more prime contracts,

The term “‘scrap” means property that has
ro reasonable prospect of being sold except
for the recovery value of 1ts basic material
cantent,

Now, therefore, the parties hereto do mutu-
ally agree as follows:

AnTionk 1, The Contractor certifiea that all
contract termination Inventory (Including
scrup) has beéen retained or otherwise nc-
quired by 1%, sold to third parties, returned to
wppliers, stored for the Government, de-
Irered to the Government, otherwise prop-
erly nccounted for, and all proceeds or
retention prices thereof, If any, have been
faken Into  account in arciving at' this
sgrooment.

Antr. 2. 8. The Contractor certifies that,
prior to the exectition of this agreement, each
of the Contractors immediate subcontractors
whose elaim Is Included in the clalm settied
by this agreement has furnished to the Con-
tractor o certificato stating (1) that all of
Itz subcontract termination inventory (in-
cluding scrap) has been retaloed or other-
wise noquired by it, sold to third parties,
returned to suppliers; stored {or the Qovern-
ment, delivered to the Government, or other-
wise properly nccounted for, and all proceeds
or rotontion prices thereof, if any, were taken
into ncoount in arriving at the sotiloment of
the subcontract or subcontracts, and (i)
that the subcontractor has received from
each of the tmmediate subcontractora whose
claim was included In 1ts ¢latm for u substan-
tially simiiar certificoate.

b. The Contrictor hereby transfers and
conveys to the Government all the right,
title, and interest, if any, which the Con-
tractor has received, or ls entitled to receive,
in and w subcontract termination inventory,
If any, not otherwise properly accounted for,
and hereby asslgns to the Goveérnment any
and all of its rights relating thereto.

Ant, 3. The Contractor certifies that, with
respect to all items of termination inventory
e coats of which were taken into account in
uriving at the amount of this settlement, or
in the settlement of any subcontract claim
fncluded In this settlement: (1) all such
items are properly allocable to the termi-
nated portion of the contract; (il) such
Ilema are not In excess oI the reasonable
quantitative roquirements of the terminated
partion of the contract; (111) such items do
not include any items reasonably usable
without loss to the Contractor, on its other
work; and (dv) the Contractor has Informed
the Contracting OfMcer of any substantial
change In the status of such {tems between
the dates of its tormination nventory sched-
ules and the date of this agreement.

Arr. 4. In all cases where the Contractor
bas not previcualy made such payments, the
Contructor shall, within ten (10) days after
receipt of - the payment provided for here-
uUnder, pay to each of its Immediate sub-
contractors (or to their respective assignees)
the respective amounta to which they nre
entitied, after dedcting, if the Contractor
50 elects, any amounts then due and payable
0 the Coutractor by stich subcontractors.

Ast. 5, a, The Contractor has received the
fum of 8. <a-- on account of work and
services performed, or articles delivered,
Under the completed portion of the contract.
The Government ns part of this negotisted
sttlement hereby confirms and acknowl-
®dges the right of the- Contractor, subject
to the provisions of Artlcle 6 hereof, to re-
tin such sum heretofore pald and agrees
that such sum constitutes a portion of the
total amount to which the Contractor is
Sititled In settlemont of the Contract,

b, In addition, upon execoution of this
igreement the Government agrees to pay to
tho Contraotor or its nasignee, upon presen-
atlon of properly certified involees or vouch-
&3, the sum Of $oeeo.o [insert net
Snount of aettlement], arrived st by deduct-
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ing from the sum of 8...... [for clalm
submitted on Inventory basis, {nsert gross
amount of settlement; for claim submitted
on total cost bnals, Insert gross amount
of settlement jess amount set forth in b5a
above], (1) the amount of $...... repre-
sonting all unliquidated partinl or progress
payments previously made on account to the
Coniractor or its nszignee and all unligui-
dated advance paymeuts (with interest, if
nny, thereon), and (2) the amount of
representing all spplicable property

disposal credits |and (3) the amount of

ropresenting all other amounts due
the Government under this contraot ex-
cept &s hereinafter provided In Article 6).*
Siid sum, together with all other sums here-
tofore paid, constitutes payment in full and
ocomplete settlement of the amount due the
Contractar by reason of the complete ter-
mination of work under the contract andof
all other olnlms and labilities of the Cone-
tractor and the Government under the con-
tract, except as hereinafter provided in
Article 6.

Aur. 6. Notwithstanding any other provi-
sion of this agreement, the following rights
and labilities of the partles under the con=-
tract nre hereby reserved:

[ The following list of reserved or excepted
rights and labilitles is Intended to cover
those which should most frequently be re-
sorved, and which should In any event be
scrutinized at the time & settlement agree-
ment ia signed (see 32- CFR 8.200-2). The
suggested Iangunge of the enumerated ex-
cepted 1tems on the list may be varied (o the
diseretion of the Contracting Officer to cover
more accurately the exceptions needed In o
particular case. Where greater aocuracy or
completaness may be nchieved by & reference
to the number of the contract clause or pro-
vision covering the matter In question, this
method of enumerating ressrved rights and
liabilities may be followed, Omit any of
the following which are not applicable and
ndd any additional exceptions or resorvi-
tlons roquired.|

(1) All rights and Habilities, if any, of
the parties under the Renegotiation Act of
10_ . |insert reference to applicable Renego~
tistion Act].

(2) All rights and linbilities of the parties
arising under the contract articles, if any,
or otherwise which relate to reproduction
rights, patent Infringements, inventions, ap=
plications for patent and patents, Inciuding
rights to nssignments, invention reports and
licenses, covenants of indemnity agnainst
patent risks and bonds for patent Indemnity
obligations, together with ull rights and lUa~
bilities under any such bond.

(2) All rights of the Government to take
the benefit of sny adjustments of royalties
under the Royalty Adjustment Act of 1042
(35 U. 8. C. 80-96) and to take the benefit
of agreements reducing or otherwise affect-
ing royalties pald or payable in conneotion
with the performance of the contract.

(4) All rights and labilities of the parties
under the contraot relating to options (ex-
cept options to continue or Incrense the work
under the contract), covenants not 1o com-
pete, covennnts of indemnity,

(6) Al rights and Uabilities of the parties
under agreements with respect to the future
care and disposition by the Contractor of
GCovernment-owned property pemalning in it
custody.

(6) Al rights and Habliities of the parties
under the contract with reapoct to any con-
tract termination inventory stored for the
Government pursuant to Article 1 hereof.

(7) Al rights and labllities of the partles
under the contract with respect to any and
all Government property furnished to the
Contractor for the performance of this
contract,

*To be inserted where appropriate.
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(8) Al rights and liabilitles of the parties
arising under the contract, or otherwise, con-
cerning defects In, or guarantees Or Ware
ranties relating to, any articles or component
parta furnished to the Government by the
Contractor pursuant to the contract or this
agreement.

(9) All rights and linbilities, If any, of the
parties under those clauses insorted in the
contract because of the requirements of Acts
of Congress and Executive Orders, including
without Hmitation, any applicable clauses
relating to the following topics: labor law,
contingent fees, domestic articles, employ-
ment of alens, “officials not to benefit,” [If
tho contrict contains clauses of this char-
acter inserted for reasons other than require-
ments of Acts of Congress or Executive
Ordors, the suggested language should be ap-
propriately modified.|

In witness whoreof, ete.

§ 8.806-2 Settlement agreement for
use in setlling AfAzed-price prime con-
tracts ajter partial termination.

This Supplemental Agreement of Settle-
ment, entered into this ... doy of
-y 10__ botween the United States of
America (herelnafter called “the Governs
ment™) represented by the Contracting
Officer execocuting this contract, and ...

(1) A corporation organized and existing
under the Laws of the State of cceenaaas :

(1) A partnership consisting of

"Zfl'l) An  Individual doing business nas

Dt ]

(hereinafter called “the Contractor”).

Witnesseth that:

Wherenas, the Contractor and the Govern-
ment have entered into Contract No. ...
under date of 19.. whigh,
together with any and all amendments,
changes, modifications, and supplements
thereto, Is herelnafter referred to as “the
contract™; and

Whereas, the Termination for Convenlence
of the Government clause of the contract
provides that the performance of work under
the contract may at the convenience of the
Government be terminated by the Govern-
ment in whole, or from time to time in part,
whenever the Contracting Oificer shall de-
termine that such termination is In the best
interests of the Government, and that the
Contractor and Contracting Officer may agree
upon the whole or any part of the amount to
be pald to the Contractor by reason of such
termination; and

Whereas, by notice of termination dated
Salesslr o the Government advised the Con-
tractor of the partial termination of tho
contract for the convenlence of the vern-
ment as of the date and to the extent pro-
vided in such Notice, to which reference is
hereby made ns to the part terminated, and
sald part is herelnafter referred to ns the
"torminated portion of the contract”; and

Whereas, as used herein, the following
terms shall have the meanings herelnafter
soj forth:

The term “termination inventory® means
any items of physical propérty purchased,
supplied, manufactured, furnished, or other-
wise ncquired for performance of the cons
tract which are properly allocable to the ter-
minnated portion of the contract, but shall
not include any facilities, materials, pro-
duction or other equipment, or spocial tool-
ing, which are subject to n separate contract
or a special cantract provision governing the
use*or disposition thereof, Termination in-
ventory may Include Government-furtilshed
property and contractor-poquired property as
defined below.

(1) Government-furnished property I
property in the possession of or acquired di-
rectly by the Government, and delivered or
otherwlse made avallable to the Contractor.

(1) Contractor-acquired property is prop-
erty procured or otherwise provided by the
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Contractor for the performance of a con-

tract, whether or not the Government has
title by the terms of the contract, or exercises
its contractual right to tnke title,

The term “subeoniract” means any con-
tract as defined in 32 CFR 1.201-6 other than
A prime contract, entered into by a prime
contractor or & subcontractor, calling for
suppliés or services required for the per-
formance of any one or more prime contracts.,

The term “scrap" means property that hus
no refisonable prospect of being sold except
{or the recovery wvalue of Its basic material
content.

Now, therefore, the parties hereto do mu-
tunlly agree ax follows:

Axricte ). The terminated portion of the
coantract is designated as follown: (specify
the terminnted portion clearly as to itemsy,
Including (1) Item numbers, (1) descriptions,
(1i1) quantity terminated, (iv) unit price
of itema, (V) total price of terminnted {tams,
and (vl) any other explunation necessary to
’Ryold uncertainty or misunderstanding.)

Anr, 2, The Contractor certifies that all
contract termination Inventory (including
rerap) hax been retained or otherwlse nc-
quired by it, sold ta third parties, returned
0 supniers, stored for the Govermment, de-
llvered to the Governmont, or otherwise
properly accounted for, and all proceeds of
retention prices thereof, 4f any, have been
tuken into account In arriving at this
rgreement,

Axr. 3. a. The Contractor certifies that,
prior to the execution of this agreement,
each of the cantractor’s immediate subcon-
tractors whose clalm is1nciuded in the ¢laim
pettied by this agreement has furnished ta
the Contractor a ceriifiente stating (1) that
all its subeontract termination Inventory
{(Including scrap) has been retained or other-
wise acquired by It. sold to third parties, re-
tumed 10 suppliers, stored for the Govern-
ment, delivered to the Government, or others
wise properly nccounted for, and all proceeds
ar retention prices thereof, if any, were taken
Into account In arriving st the settiement of
the subcontract or subcontracts and (11) that
the subcontractor has recelved from each of
the immediate subcontractors whose olaim
was included In its ¢lalm a substantially
simiiar certificate,

b. The Contractor heroby trensfers and
conveys to the Government anll the right,
title and interest, if any, which the Con-
tractor has recelved, or {s entitled to receive,
in and to subeontrict termination Inventory,
if any, not otherwise properly sccounted for,
and hereby assigns to the Government sny
and all' of its rights relating thereto.

AnT. 4. The Contractor certifies that, with
respect to all Items of termination Inventory
tho costs of which were taken Into mceount
in arriving &t the amount of this settioment,
or In the settlement of any subcontract claim
Included in this settlement: (1) all such
items are properly allocable to the termi-
nuted portion of the contract; (i1) such
items are not in excess of the reasonnbie
quantitative requirements of tho terminated
portion of the contract; (i) such itemas 8o
not include ayy ltems reasonably usable,
without loss to the Contractor, on its other
work; and (1v) the Contractor has informed
the Contracting OfMesr of any substantiol
change in the status of such items betwoen
the dates of fts termination Inventory
schiedules and the dnte of this agreemont.

ART. 5. In all cases where the Contriactor
Bas not previously made such payments, the
Contractor shall, within ten (10) days after
Teceipt of the payment provided for Nere-
under, pay to each of its Immediate sub-
contractors (or to thelr respective nesignees)
tho respoctive amounts to which they are
entitled, after deducting, {f the Contractor
80 elecls, any amounts then due and payable
to the Contractor by such subcontractors.

Ant. 6. Upon execution of this ngreement,
the Government agrees L0 poy to the Con-

RULES AND REGULATIONS

tractor or !ts assignee, upon presentation of
properly certified Invoices or vouchers, the
sum of $_..... [insert net amount of set-
tlement), arrived at by deducting from the
sum of $...... |insert gross amount of
settlement], (1) the amount of ... .. rep-
resenting all unliguidated partinl or progress
payments previously made on account to the
Contractor or its assignes and all unliqui-
dated advance payments (with interest, if
any, thereon) applicable to the terminated
portion of the contract and (2) the mmount
Of §...... representing all applicable prop-
orty dizposal credits, Sald sum, togoiber
with all other sums heretofore pald, con-
stitutes payment in full and complete pet-
tiement of the amount due the Contractor
with respect to the terminnted portion of the
contract, except as herelnnfter provided In
Artiole 7.

Art. 7. Upon payment of snld sum of

...... ingert net amount of settlemond),

all obligationa of the Contractor to perform
further work or seryices or to make further
deliveries undor the terminated portion of
the contrmct and all obligations of the
Government to make further payments or
to earry out other undertakings in connec-
tion therowith shall cease: Prowided, how-
ever, That nothing herein contalned shall
fmpalr or affect In Any way any covenanty,
terms or conditions of the contract relating
to the completed or continued portion
thereaf: And provided further, That, with
respect to the terminated portion of the
contract, the following rights and labilities
of the purties are roservect.

[ The following list of reserved or excepted
rights and liabilities relating to. the ter-
minated portion of the contract Is Intonded
to cover those which should most frequently
be reserved, and which should in any event
be scrutinized nt the time a settiement
ngrecment ts sligned (kee 32 CFR B200-3).
The suggested language of the enumeratod
excepted items on the st may -be varfed
in the discretion of the Contracting OMcer
1o cover more accurately the exceptions
neoded in a particular case. Where greater
accuracy or completeness may be nchloved
by a reference to the number of the con-
tract clauge or provision covering the matter
in question, this method of enumerating re-
served rights and liabjlities may be followed.
Omit any of the following which are not
applicable and add any additional excep-
tions or reservations required.)

(1) Al rights and labllities, if any, of
the parties under the Renegotiation Act of
10.. |insert reference to applicable Re-
negotiation Actl.

(2) Al rights of the Government to take
the benefit of any adjustments of royilties
under the Royalty Adjustment Act of 1042
(356 U. 87 C. 80-06) ‘and to take the benefit
of agreemonts reducing or otherwise affect-
ing royalties pald or payable in connection
with the performance of the contract,

(3) Al rights and labllities, if any, of
the parties under those clauses lnserted in
the contract because of the requirements of
Acts of Congress and Executive Orders, in-
cluding, without lmitation, any applicable
clauses reiating to the following toples:
iabor law, contingent fees, domestic articles,

“employment of aliens, “officinls not to bone-

it |1t the contract contains clauses of
this character inscrted for ressons other
than requirements of Acta of Congress or
Executive Orders, the suggested langunge
should be appropriately modified. |

(4) All righta and Habllities of the parties
arising under the contract articles, if any,
or otherwise which relate to reproduction
rights, patent infringements, inventions,
applications for patent and patents, Includ-
iog rights to assignments, inyention reports
and lcenses, covenants of Indemuity against
patent risks and bonda for patent indemnity
obligations, together with nll rights and
Hubilities under gny such bond.

(5) All rights and lHabllities of the partics
arising under the contract, or otherwise,
concerning defects in, or gunrantees or wir-
ranties relating to, any articles or component
parts furnished to the Government by the
Contractor purstinnt to the contract or thy

ent,

(8) All rights and liabilities of the porties
with respect to any contract terminution in.
ventory stored for the Government pursuant
to Article 2 hereof,

In witness whereof, ete,

§ 8.806-3 Partial setilement agree-
ment, for use in setlling fized-price
prime contracts after compiete or pariiot
termination where setilement pertains
only to scttiements wilth subcontractors,

Thisa supplemental agreement of setile
ment, entered into this day of
.......... + 19_. between the United States
of America (hereinafter called “the Govern-
ment"™) represented by the Contracting Of.
ficer executing this contract, and,. ... :

(1) A corporastion organized and existing
under the Laws of the State of . oo $

(31) A partnership consfetingof . ... .. ;

(i) An Individual doing business

.
——————————

(hereinafter called “the Contractor).

Witnesseth that:

Whereas, the Contmactor and the Govern-
mant have entered into Contraot No. .. . .
under date of ..o .., 19 which, -
gether with any and sl amendments
changes, modifications, and supplements
Ahereto, s hereinafter referred o an !
contract™; and

Wheteas, the Termination for Convenience
of the Government clsuse of the controct
provides that the performance of work under
the contract may at the convehlence of the
CGovernment be terminatetd by the Govern-
ment in whole, or from time to time In part,
whenever the Contracting Officer shall ce-
termine that such termination ls in the best
Interests of the Government, and that b
Contractor and Contracting Officer many ajrce
upon the whole or any part of the amount to
be pald to the Contragtor by reason of such
termination; and

Whersas, by notice of termination dated
..... w==ee the Government advised the Con-
tractor of the [complets termination of the
contrict for the convenlence of the Govern-
ment;] * [partinl termination of the contract
for the convenience of the Government as of
the date and to the extent provided in such
Notice. to which reference is hereby made s
to the part torminated, ond sald part !s
hereinnfter referred to as “the terminated
portitn of the contract™;] * and

Wherens, the Contractor, in oconnection
with the performance of the contract, hus
entered Into the following subtontracts
[among othors]: ** [insert here a list of
the terminated subcontracts included in 1
settiement], which subcontracts were
terminuted by the Contractor In accordance
with the termination for convenlance clousw
of the contract and In accordance with the
Notico of Termination recelved by it from
the Government; and

Whereas, the parties desire to settie that
portion of the termination claim of the Con-
tractor which Is based upon the termina-
tion of the subcontracts listed hereln; and

Wherens, as used herain, the followioy
terms shall have the meanings herefnafter
st forth:

The term “termination inventory" mesns
any items of physienl property purchaoreed,
supplied, manufactured, furnished, or other-
wise acquired for performance of the coi-
tract which are properly allogable to 15°¢

*Insert appropriate phraso.
**inzert where appropriate.
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germinated portion of the contract, but shall
pot include any facllities, materials, pro-
¢uction or other equipment, or specinl toal—
which are subject to a separate contract

or o special contract provision governing
the use or disposition thereof. Termination
jmyentory may include Government-fur-

pished property and contractor-acquired
property as defingd below.

(1) Government-furnished property s
poperty in the possession of or acquired
girectly by the Government, end delivered
¢ otherwlse made avallable to the
contractor,

() Contractor-nequired property is prop-
eriy procured or otherwise provided by the
Contrector for the performance of a ¢on-
tuct, whether or not thes/Government has
Utle by the terms of the contract, or exor-
cites 11s contractual right to take title,

The term “subcontract” means any ocon-
tict as defined In 32 CFR 1.201-8 other
than a prime contract, entered into by a
prime contractor or a subcontractor, call-
g for supplles or seryvices required for the
performance of any one or more prime
gontracts,

The term “serap" means property that has
no reasonable prospect of being sold except
for the recovery vaiue of its basic material
content,

Now, therefore, the parties hereto do mu-
fually agroe as follows:

Articte 1. 8. The Contractor certifies
tat, prior to the execution of this agree-
ment, esch of the Contractor's Immediate
mbcontractors whose claim 18 included In
the ¢cinim settled by this agreemont has fur-
mished to the Cantractor a certificate stat-
Ing {1) that all its subcontract termination
laventory (including scrap), has been re-
falned or otherwise noquired by it, sold to
third parties, returned to suppliers, stored
lor the Government, delivered to the Gov-
enment, or otherwise properly accounted
for, and all proceeds or retention prices
thereof, If any, were taken into sccount in
uriving st the settlement of the subcon-
tract or subcontracts and (it) that the sub-
contractor has recelved from onch of the
Immedinte subcontractors whose clalm was
intiuded in its clalm a substantially similar
certificate,

b. The Contractor hereby transfers and
tonveys to the Government sll the right,
title and Interest, If any, whlich thé Con-
tructor has received, or Is entitled to recelve,
I8 and to such subcontract termination in-
Yentory, to the extent that it is not othor-
Wise properly accounted for, and hereby as-
Mgnx to the Government any and all of its
Tights relating thereto.

ARt 2. In all cates where the Contraotor
s not previously made such payments, the
Contractor shall, within ten (10) days after
feceipt of the payment provided for here-
under, puy to each of its immediate subcon-
tuctors (or to their respective assignees) the
ftipective amounts to which thoy are en-
l{:lbd. After deducting, If the Contractor so
Hects, any amounts then due and payable to
o Contractor by such subcontractors,

Arr. 3. The Contractor cortifies that, with
Tepeot to all items of subcontract termina-
Hon inventory the costs of which were taken
I8to account tn arriving at the amount of
s settlement, or in the settlement of any
fubcontract clatm Included in this settle-
mant: (1) All such items are properly allo-
fable to the terminated portion of the con-
act; (M) such items are not in excess of
e reasonnble quantitative requirements of
e terminated portion of the contruct; (iil)
'U:'h items do not include any {tems reason-
1y ueable, without loss to the Contractor,
% \ts other work; and (iv) the Contractor
has informed the Contracting Officer of any
l‘_‘mﬂununl change in the status of such
l;c‘nu between the dates of its term!nation
‘Wontary schedules and the date of this
Mreement,
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ART. 4. Upon execution of this agreement
the Government agrees to pay to the Con-
tractor or its assignee, upon presentation of
properly certified invoices of vouchers, the
sum of $......, which sum, [together with
the amount of 8. _____ heretofore paid the
Contractor as partial, progress, or advance
paymentsa].* constitutes payment in full and
complete settlement, except as herelnafter
provided In Article 5, of the amount due the
Contractar with respoct to that portion of its
termination clalm which is based upon ter-
minution of the subecontracts lsted herein-
mbove. |[The first sum to be inserted above
should be the net amount of this partial set-
tloment, arrived at by deducting from the
gross amount of settlements with subject
subcontractors as approved by the Contract-
ing Officer; the second amount to be Inserted
above, which is that portion of partial, prog-
ress, or advance payments liquidated by this
agreement. |

Art., 5. Notwithstanding any other pro-
vision of this agreement, the following rights
and llabilities of the parties under the con-
tract are hereby reserved:

[Insert here a list of the reserved or ex-
cepted rights and labllities of the Govern-
ment and the Contractor (see 32 CFR
8.200-2). Reference is made to instructions
sel forth In Article 6 of the agreement set
forth In 32 CFR 8.806-1 and Article 7 of the
agrecmeont set forth In 32 CFR 8.806-2, and to
the reserved or excepted rights and labilll-
ties set forth In those articles, which may be
used as appropriately modified to meet the
requirements of any given sottlement hero-
under.)

In witness whereof, eto.

§8.806-4 Seftlement agreement for
use in settling cost-reimbursement type
prime contracts afier complete termi-
nation where seitiement includes costs.

This Supplemental Agreement of Settle-
ment, entered Into this day of
.......... , 19__ ‘between the United States
of America (hereinafter called “the Govern-
ment”) represented by the Contracting Of-

ficer executing this contract, and . oo ees
(1) A corporation organized and existing
under the Laws of the State of oo ... :
(1) A partnership consistingof _ .. ... 8

(i11) An Individual doing business as

(hereinafter called “the Contractor').
Witnesseth that:
Whaerens, the Contractor and the Govern-

ment haye entered into Contract No. ...
under date of .. ... , 19__ which, to-
gather with any and all amendments,
changes, modifications, and supplements

thereto, is hercinafter referred to as “the
contract”; and

Whereas, the Termination clause of the
contract provides that the performance of
work under the contraot may at the con-
venlence of the Covernment be terminated
by the Government in whole, or from time
to time In part, whenever the Contracting
Officer shall determine that such termination
is In the best interests of the Government,
and that the Contrauctor and Contracting
Officer may agree upon the whole or any part
of the amount to be pald to the Contractor
by reason of such termination; and

Whereas, by notice of termination dated
—emmmemme= the Government advised the Con-
tractor of the camplete termination of the
contract for the convenience of the Govern-
ment; and

Whereas, as used herein, the following
terms shall have the meanings hereinafter
set forth:

The term “termination inventory" means
any items of physical property purchased,
supplied, manulactured, furnished, or other-
wise acquired for performance of the eontract
which are properiy allocable to the termi-
nated portion of the contract, but shall not
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include any facllities, materials, production
or other equipment, or special tooling, which
are subject to a separste contract or a special
contract provision governing the use or dis-
position  thereof. Termination Inventory
may include Government-furnished property
and contractor-scquired property as defined
below,

(1) Government-furnizshe@® property Ia
property In the possession of or acquired
directly by the Covernment, and delivered
or otherwise made avalluble to the
Contractor,

(1) Contractor-acquired property is prop-
erty procured or otherwlse provided by the
Contractor for the performance of a contract
whether or not the Government has title
by the terma of the contract, or exerclses its
contractual right to take title,

The term “subcontract” means any cons
trict as defined in 32 CFR 1.201-6 other than
a prime contract, entered into by & prime
contractor or a subcontractor, calling for
supplies or services required for the performe
ance of any one or more prime contracts.

The term “scrap™ means property that has
no reéasonable prospect of being sold except
for the recovery value of its basic materinl
content. '

Now therefore, the partles hereto do mu-
tually agree as follows:

ArTicLx 1. The Contractor certifies that
all contract termination inventory (includ-
ing scrap) has been retained or otherwise
acquired by it, sold to third parties, returned
to suppliers, stored for the Government, de-
livered to the Government, or otherwise
properly accounted for, and all proceeds or
rotention prices thoreof, If any, h.ve been
taken Into account In arriving at this agree-
ment,

Arr, 2. a, The Contractor certifies that,
prior to the execution of this agreement, each
of the Contractor's immediate subcontractors
whose clalm Is included fn the claim settled
by this agreement has furnished to the Con-
tractor a certifioate stating (1) that all of its
subcontract termination inventary (includ-
ing scrap) has been retained or otherwise
acquired by it, sold to third parties, returned
to suppliers, stored for the Government, de-
livered to the Government, or otherwise
property accounted for, and all proceeds or
rotention prices thereof, if any, were taken
into acoount in arriving at the settlement of
the subeontract or subcontracts and. (i1) that
the subcontractor hias recelved from each of
the Immediate subcontractors whose claim
was included in its clalm a subatantially
similar certificnte,

b, The Contractor lhereby transfers and
conveys to the Government all the right,
title and interest, if any, which the Con-
tractor has received, or is entitled to receive,
in and to subcontract termination inventory.
if any, not otherwise properly accounted for,
and hereby assigns to the Government any
and all of {ts rights relating thereto,

Ant, 3. The Contractor cortifies that, with
respect to all items of termination inventory
the costs of which were taken Into account
in arriving at the amount of this settlement,
or in the settlement of any subcontract
clalm Included in this settlement: (1) all
such items are properly allocable to the ter-
minated portion of the contract; (i) such
items are not In excess of the reasonable
quantitative requirementa of the terminated
portion of the contract: (lii) such terms do
not include any items reasonably usable,
without loss to the Contractor, on its other
work: and (1v) the Contractor has Informed
the Contracting Officer of any substantial
change in the status of such items between
the dates of its termination inventory sched-
ules and the date of this agreement.

Art, 4. In all cases where the Contractor
has not previoualy made such payments, the
Contractor shall, within ten (10) days after
recelpt of the payment provided for here-
under, psy to each of its Immediate subcon-
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tractors (or to thelr respective nssignees)
the respective amounts to' which they are
entitled, after deducting, if the Contractor
50 elects, any amounts then due and paynble
10 the Contractor by such subcontractors,

Axr. 5. n, The Contractor has received the
mm o of & on secount of work and
services performed, or articles delivered,
under the contmet prior to the effective
date of termibation. The Government as
part of this negotinted settlement hereby
confirms and ncknowledges the right of the
Contractor, subject to the provisions of Artd-
cle 6 hereof, to retain such sum heretofore
pald and agrees that such sum canstitutes
n portion of the total amount to which the
Contractor lu entitled in complete and final
settiement of the contract.

b. In addivion, upon execution of this
agreement the Government agrees to pay to
tho Contractor or its assignee, upon presenta-
tion of properly certified invoices or vouchers,
the sum of §._.... [Insert net amount of
settiement), arrived at by deducting from
the sum of §...._. [insert net amount of
sottlement less amount set forth In Article
5a above], (1) the amount of $... . repre-
senting all unliquidated partial or progress
payments previously made on aceount to the
Contractor or its assignee and all unliqui-
dated ndvance payments (with interest, if
any, thereon) and (2) theamount of ... ...
representing all spplicable property disposal
crodits [and (3) the amount of 8....._ rep-
resenting nll other amounts due the Gov-
ernment under this contract except as
hercinafter provided in Article 6].* Sald
sum, together with all other sums heretofore
pald, constitutes payment in full and com-
piete settioment of the amount due the Con-
tractor by reason of the complete termina~
tion of work under the contract and of all
other claims and labilities of the Contractor
and the Government under the contract,
excopt as hereinafter provided in Article 8,

ArT. 6. Notwithatanding any other pro-
vision of this agreement the following rights
and llabilities of the parties under the con-
tract are hereby reserved:

[The following list of reserved or excepted
rights and labilitles s !ntended to cover
thoge which should most frequently be re-
served, and which should in any event be
scrutinized at thoe time a settlement sgree-
ment Is signed (see 32 CFR 8.209-2). The
suggested Ianguage of tho enumerated ex-
cepted items on thoe st may be varied in the
discretion of the Contracting Officer to cover
more accurately the exceptions needed in a
particular case, Where greater accuracy or
completeness may be achieved by a reference
0 the number of the contract clause or
provision covering the matier in queation,
this method of enumernting reserved rights
nnd Mabllities may be followed. Omit any
of the following rights which are not ap-
plicable and add any additional exceptions or
reservations required.|

(1) Claims by the Contractor sgainst the
Government for items of cost which nre the
subject of General Accounting Office exoep-
tlons (or other items of cost of the same
nature), which are excluded from the settle-
ment without prejudice to the rights af
either party, as follows: |Insert the amounts
and describe the clalms not walved by Con-
tractor. ]

(2) Ciaims by the Contractor against the
Government, &s to which his right of reim-
bursement ia disputed, which are excluded
without prejudice to the rights of oither
party as follows: |[Insert the amounts and
describe the claims with respect to which
fludings have been made by the Contracting
Officer disallowing the item and with respect
t which the Contractor has taken, or Intends
to take, timely appeal.)

* To be Inserted where appropriate.
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(3) Cialms by the Contractor agalnst the
Government which are unknown in amount
and which involye costs claimed to be reim-
bursable under the contract, a4 follows:
[Tnsert the estimated amounts and describe
the claimes. |

(4) Claims by the Contractor agninst the
CGovernment whose existence Is unknown,
based upon résponsibility of the Contractor
to third parties and which involve costs re-
imbursable under the contract.

(5) Claimes by the Government against the
Contractor which are based upon refunds,
rebates, credits, or other nocounts not now
Known to the Government, together with
interest thereon, now due or which may be-
come due the Contractor from third parties
to the extent that such amounts arise out
of transactions for which relmbursement has
been made to the Contractor under the con-
tract, Any such amounts which may here-
after becomo due to the Contractor from any
third party or other source shall be paid to
the Government within 30 days aftor receipt
by the Contractor. Interest at 6 percent per
annum shall accrue and shall be ‘pald to the
Government on any such accounts as remaln
unpaid after the 30-day period.

(6) All rights and Usbilities, If any, of the
parties under the Renegotiation Act of 19...
| Tnsert reference to applicable Renegotiation
Act.)

(7) All rights and llabllities of the parties
arising under the contrsct articles, If any,
or otherwise which relate to reproduction
rights, patent infringements, inventions, ap-
plications for patent and patents, including
rights to assignments, invention reports and
licenses, covenants of indemnity against
patent risks and bonds for patent indemnity
obligations, together with all rights and
Habilities under any such bond.

{8) All rights of the Government to take
the benefit of any adjustments of royalties
under the Royalty Adjustment Act of 1042
(356 U. 8. C. 89-958) and to take the benefit
of agreoments reducing or otherwise sffect-
fug royaltles paid or payable In connection
with the performance of the contract.

(9) All rights and linbilities of the parties
under the contract relating to options (ex-
cept options to continue or increase the work
under the cantract), coyenants not to com-
pete, covennnts of indemnity,

(10) Al rights and Nabilities of the parties
under agreements with respect to the future
care and disposition by the Contractor of
Government-owned property remaining in
its custody.

(11) Al rights and liabilities of the parties
under the contract with respect to any con-
tract termination Inventory stored for the
Government pursuant to Article 1 hereof.

(12) All rights and liabilities of the parties
under the contract with respect to any and
all Government property, furnished to or ac-
quired by the Contractor for the performance
of this contract,

(13) Al rights and liabilities of the parties
arising under the contract, or otherwise, con-
cerning defects In, or guArantees or war-
ranties relating to, any articles or component
parts furnished to the Government by the
Contractor pursusnt to the contract or this
agreement,

(14) All rights and liabilities, If any, of the
parties under those clauses Inserted In the
contract because of the requlrements of Acts
of Congress and Executive Orders, including,
without limitation, any applicable clauses re-
lating to the following toplcs: labor law, con-
tingent fees, domestic articles, employment
of aliens, “officials not to benefit.” [If the
contract contains clauses of this character
inserted for ressons other than requirements
of Acts of Congress or Executive Orders, the
suggested language should be appropriately
modified.)]

In witness whereof, eto.

$8.806-5 Seltlement agreement for
use in setiling cost-reimbursement :ype
prime conlracts after complete Lerming-
tion where settiement is timited to fee.

This Supplementul Agreement of S
ment, entered Into this ... . s
.......... . 10__ between the United !
of Americs (herelnaftar called “the O«
ment”) represented by the Contracting
cer oxecuting this contract, and ... .

(1) A corporation organized and e
under the Laws of the State of -

(11) A partnership conslstingof .. ... .

(i) An Individual doing Dbusine:s

(hereinafter called “the Contractor™).,

Witnesseth that:

Whereas, the Contractor and the Govern.
ment haye entered Into Countract No.
under date of ..iernennns 19 which, to-
gether with any and all amendmenty,
changes, modifications, and supplemonta
thereto, I8 berelnafter referred to ae “the
contract"; and

Whereas, the Termination clause of the
contract provides that the performance of
work under the contract may at the con-
veénience of the Governtnent be terminated
by the Government in whole, or from time
to time In part, whenever the Contr:
Officer shall determine that such termination
is in the best interests of the Government,
and that thoe Contractar and Controcting
OfMcer may ugree upon the whole or any part
of the amount to be pald to the Contructor
by reason of such termination; and

Whereas, by notice of termination duted
meemvamees the Government advised the
Contractor of the complete terminstion of
the contract for the convenience of the
Government; and

Whereas, settlement of sald terminated
contract has been lmited to adjustment of
the fee,

Now, therefore, the partles hereto do mus
tually sgree as follows:

Auticix 1. a. Tho Contractor has recc!
the sum of §...... on account of it= f
under the contract prior to the effective dale
of termination.

b, In addition, upon execution of this
agreement, the Government agrees 10 pay
to the Contractor or Its assignee, upon press
entation of properly certified Involces
vouohers, the sum of §...... Jinse
amount to be paid on account of fee] .
sum, together with all other swma heretos
fore pald on secount of fee, con ¢
payment in full and complete set ¥
of the amount due the Contractor ou ue-
count of ita fee under the contract

Any, 2. The Contractor’s allowable cost
under the contract will contlnue to be
fmbursed on Standard Form 1034 ’
vouchers in accordance with the applicable
provisions of the contract and of 2 CFR
Part 8.

Art, 3. Notwithstanding any other pros
viston of this agreement the following
and Mabilities of the parties under the
tract are hercby reserved.

{The following Hat of reserved or excepted
rights and labilitles s intexded to cover
those which most frequently be roser®
and which should in any event be rcrut
nized at the time a settiement agreemont 15
signed (see 32 CFR 8.200-2), The suggested
langusge of the enumerated excepted itemd
on the list may be-varied in the discreiion
of the Contrmpcting Officer to cover mor®
acourately the exceptions needed In b par=
ticular case. Where greater accuracy ©
completeness may be achieved by a reference
to the number of the contract clause oF
provision covering the matter In question,
this method of enumerating reserved rights
and labilities may be followed. Omit "-“_Y
of the following which are not applicabie

ved
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and ndd any additionnl exceptions or reserva-
tions required.)

(1) All rights and liabllities, If any, of
the parties under the Renegotiation Act of
10.. |insert reference to applicable Renego-
tintion Act],

(2) All rights and Habilitles of the partles
arising under the contract articles, if any,
or otherwise which relate to reproduction
rights, patent Infringement, Inventions, ap-
piications for patent and patents, including
rights to assignments, Invention reports and
licenses, covenants of indemnity agalnst
patent risks and bonds for patent Indemnity
obligations, together with all rights and
labilitles under any such bond.

(3) All rights of the Government to take
the benefit of any adjustments of royslities
under the Royalty Adjustment Act of 1042
(85 U. 8B, O, 89-06) and to take the benefit
of agreements reducing or otherwise nffect-
Ing royalties paid or payable In connection
with performance of the contract, )

(4) All rights and liabilities of the partles
under the contract relating to options (ex-
cept options to continue or incrense the work
under the contract), convenants not o com-
pete, covenants of indemnity,

(5) All rights and liabilities of the parties
under agreements with respeot to the future
care and disposition by the Contractor of
Government-ownied property remaining in ita
custody,

(6) All rights and liabilities of the parties
under the contract with respect to any and
all Government property, furnished to or
Acguired by tife Contractor for the performe-
ance of this contract.

(7) Al rights and labilities of the parties
arising under the contract, or otherwise, ¢on-
cerning defects in, or gunranties or warran-
tes relating to, any articles or component
parts furnished to the Government by the
Contractor pursuant to the contraoct or this
agreemont,

(8} Al rights and Nabllities, If any, of the
parties under those clauses iuserted in the
eontract because of the requirements of Acts
of Congress and Executive Orders, Including,
without Mmitation, any spplicable clauses
teinting to the following topics: labor law,
toatingent fees, domestic artleles, employ-
ment of allens, “officials not to benefit.,” |If
the contract containg clauses of this charge-
ier Inaerted Tor repsons other than require-
ments of Acts of Congress or Excoutive
Orders, the suggested Ianguage should be
rintely modifled,|
In witness whereof, ete,

t8806-8 No cost settlement agree-
ment partial termination,

This Supplemental Agreemont of Sottle-
ment, entered Into this day of
- v 19, between the United States
of Americs (herelnafter called “the Gove
Snment™), represented by the Contracting
Otlicer executing this contract, and

(1) A corporation organized and existing
Under the Laws of the State of .. :

(hereinnfrer called “the Contractor”).

Withessoth thnt:

Whereas, the Contractor and the Govern-
ment huve entered into Contract No
Under date of » 19__ which, to-
Eetor with any and all amendments,
fhanges, modifications, and  supplements
tHereio, fs herefnatter referred to as “the
contract™; and N

Whereas, the contract provides that the
Performance of work thereunder muy at the
Convenlence af option of the Government be
terminated by the Government in whole, or
fom time to time -in part, whenever any
fuch tormination is determined to be for
::e best interest of the Government, and

AL the Contractor and Contracting Officer
Moy agree upon the whole or mny part of
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the nmount or amounts to be pald to the
Contractor by reason of such termination;
and

Whereas, by the Notice of Terminntion
dated . 18.., the Government ad-
vised the Contractor of the partial terminn-
tion of the contract for the convenlence or
at the option of the Government as of the
date nnd to the extent provided In such
Notlice, to which reference is hereby made ns
o the part terminaged, and sald part is
hereinafter reforred to as “the terminated
portion of the contract™; and

Whereas, the Contractor Is willing to
waive unconditionaily any claim against the
Government by reason of such termination.

Now, therefore, thie partles horeto ngree
s follows:

AurtcLe 1, The terminated portion of the
contract 15 designated as follows: (Specify
the terminated portion clearly as to items
including (1) item numbers, (i) descrip-
tions, (1l1) quantity terminated, (iv) unit
price of items, (v) total price of terminated
items, and (vl) any other explanation nec-
essary to avold uncertainty or misunder-
standing.)

Anr. 2. The Contractor hereby uncon-
ditionally walves any clalm sgainst the Gov-
ernment/arising under the terminated por-
Hon of the contract or by reason of its
termination Including, without limitation,
all obligation of the Government to make
further payments or to carry out othér un-
dertakings In oconnection with sald ter
minated portion, and the Government
acknowledges that the Contractor has no
obligation to perform further work or serv-
legs or to make further dellveries of articles
or materiais under the terminated portion
of the contract: Provided, however, That
nothing herein contalned shall {mpalr or
affect in any way any other covenants, terms
or conditions of the contract. And Pro-
vided further, That, with respect to the
terminated portion of the contract, the fol-
lowing righta and labilities of the parties
are reserved: -

(List reserved or excepted rights and
labilities: see 32 CFR § 8.209-2 and Artlcie 7
of the agreement set forth In 32 COFR
§ 8.806-2.)

In witness whereof, ete,

% 8.806-7 No cost settlement agree-
ment—complete termination,

This supplemental sgreement of settle-
ment, entered into this day of
eewey 10, boetween the United States of
America (hereinafter csalled "“the Govern-
ment"”), represented by the Contracting
Officer exeouting this contract, and

(1) A corporation organized and exiating
under the Laws of the State of _ v

(11) A partnership consalsting of s

(ii1) An individual dolng business as

(hereinafter called "the Contractor").

Witnesseth that:

Whereas, the Contractor and the Govern-
ment have entered into Contract No, —.....
under date of « 19.., which, to-
gethor with any and all amendments,
changes, modifications, and esupplements
thereto, Is herelnafter referred to as “the
contract'; and

Whereas, the contract provides that the
performance of work thereunder may at the
convenience or option of the Government be
terminated by the Government in whole, or
from time to time in part, whenever any such
termination is determined to be for the best
intercst of the Government, and that the
Contractor and Contracting Officer may agree
upon the whole or any part of the amount or
amounts to be pald to the Contructor by rea~
son of such termination; and

Whereas, by the Notice of Termination

. 19.., the Government ad-
vised the Contractor of the termination of
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the contract for the convenlence or at the
option of the Government; and

Whereas, the Contractor is willlng to walve
unconditionally any olsim against the Gov-
ernment by reason of such termination;

Now, thercfore, the parties hereto agroo
a3 follows:

AnTicie 1. The Contractor hereby uncone
ditionally walves any clalm ngainst the Gov-
ernment by reason of the termination of the
contract and, except as set forth below,
releases it from any and all 'obligations aris-
Ing under the contract or by reason of its
termination, and the Government agrees that
all obligations arising under the contract or
by reason of 1ta termination, shall be deemed
to be concluded; except as follows:

(List reserved or excepted rights and
Habliities; see 32 CFR B.200-2 and Artlcle 6
of the agreement set forth in 32 CFR
8.806-1.)

In witness whereof, eto,

§8.807 DD Form 1114—Instructions
Jor Use of Contract Termination Settle-
ment and Inventory Schedule Forms.

PAnrT 10—BONDS AND INSURANCE
SUBPART A-—BONDS

The cross reference in §10.103-1 (b
has been changed to §8.707. Section
10.103-1 (b), as revised, reads as follows:

§10.103 Performance bonds.

§10.103-1 Performance bonds in con-
nection with contracts other than con-
struction contracts, * * *

(b) It shall be furnished by the con-

tractor within the time specified in the
contract; and if it is not 50 furnished, the
contracting officer shall notify the con-
tractor that if the bond Is not furnished
within 10 days after receipt of such no-
tice, the contract shall be terminated
pursuant to paragraph (a) (i) of the
“Defaull” ¢clause of § 8.707.
(Sec, 201, 55 Stat. 839, ns ameénded, sec. 2202,
T0A Stat. 120; 50 U, 8. C. App. 611, 10 U, 8. C.
2202, Interprets of applies seca, 2301-2314,
TOA Stat, 127-133; 10 U. S. C. 23012314, E. O.
9001, 8 F. R. 6787, as amended by E, O. 0206,
8 F. R. 1420, 3 CFR, 1943 Cum. Supp.)

J. J. PHELAN, Jr.,
Acling Director for Procurement
Policy, Office of Assistant Sec-
retary of Defense (Supply and
Logistics) .,
[F. R, Doc. 68-85903; Flled, Nov. 28. 1058:
8:49 0, m.)

TITLE 6—AGRICULTURAL CREDIT

Chapter IV—Commodity Stabilization
Service and Commodity Credit Cor-
poration, Department of Agriculture

Subchaptor D—Regulations Under Soll Bank Act
[Amadt. 25]

Part 485—So11. BANK

SUBPART—CONSERVATION RESERVE
Procram

INCORRECT OR INCOMPLETE INFORMATION
UNDER 1056 PROGRAM

The regulations governing the con-
servation reserve part of the Soll Bank

A facsimlle of this form has been filed
with the Pederal Register Division; coples of
the form may be obtained through the con-
tracting officer in any of the military depart-
ments,
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Program, 21 F, R, 6289, as amended, are
hereby further amended by inserting a
new §485.186 Immediately following
§ 485.185 to read as follows:

§ 485.186 Incorreot or incomplete in-
Jormation wunder 1956 program. (a)
Pursuant to the provisions of Public Law
85-413, 85th Congress, the Adminis-
trator, CSS, may, if he deems it desirable
in order to provide fair and equitable
treatment to a producer, authorize com-
pensation for certain losses suffered by
such producer under the conservation
reserve program as a result of the cir-
cumstances set forth below:

(1) Incorrect or incomplete informa-
tion was furnished to the producer by a
representative of the Secretary author-
ized to furnish information under the
program;

(2) The producer-relled, in good faith,
on such information and entered into a
conservation reserve contract in 1956 or
took action with the intention of enter-
ing into a contract in such year; and

(3) The producer is not entitled to
receive under the provisions of the reg-
ulations the payment which was stip-
ulated in the eontract or which would
have been stipulated if a contract had
been entered into.

(b) Compensation shall be paid to the
producer under this section in an amount
which the Administrator determines will
relmburse the producer for: (1) The net
loss suffered by the producer as a direct
result of his destruction of a crop or his
refraining from harvesting or grazing in
an attempt to qualify for an annual pay-
ment, except that compensation for such
loss plus any annual payment already re-
cetved shall not exceed the annual pay-
ment stipulated in the contract for the
yvear In which such action was taken or
which would have been stipulated for
such year if a contract had been entered
into on the basis of the incorrect or in-
complete information, and (2) the net
loss suffered by the producer as a direct
result of action which he took in an at-
tempt to qualify for a cost-sharing pay-
ment, except that compensation for such
logs plus any cost-sharing payment al-
ready received shall not exceed the pay-
ment for such cost-sharing practice
stipulated in the contract or which would
have been stipulated if a contract had
been entered into on the basis of the in-
correct or incomplete Information: Pro-
vided, That no producer shall be paid any
compensation under this section for loss
suffered as a result of action which he
took or refrained from taking after De-
cember 31, 1957, In an attempt to qualify
for an annual or cost-sharing payment.

(¢) Compensation shall be made under
this section by means of a Commodity
Credit Corporation sight-draft, payable
to the producer or his assignee.

(Sec. 124, 70 Stat, 108; 7 U. 8. C. 1812)

_Issued at Washington, D. C., this 24th
day of November 1958.
[sEAL) True D. MORSE,
Acting Secretary.

[ R. Doc. 58-0008; Filed, Nov. 28, 1958;
8:30 a. m.)

RULES AND REGULATIONS

TITLE 7—AGRICULTURE

Subtitle A—Office of the Secretary of
Agriculture

PART 5—DETERMINATION OF PARITY PRICES
REVISION OF PARITY PRICE OF A COMMODITY

This document prescribes rules of pro-
cedure relating to public hearings under
section 301 (a) (1) (P of the Agricul-
tural Adjustment Act of 1938, as amended
(70.8.C. 1301 (a) (1) (F)), conducted
for the purpose of determining whether
the parity price for an agricultural com-
modity is seriously out of line with the
parity prices of other agricultural com-
modities and the proper relationship
between the parity price of such com=-
modity and the parity prices of other
agricultural commodities. Since there
is an immediate need for such rules of
procedure, these rules shall become
effective Immediately upon publication
in the Froenar REcisTer. The regula-
tions issued by the Department of
Agriculture relating to the determination
of parity prices (21 F. R. 761) are herchy
amended by adding the following new
section:

§ 5.8 Revision of the parity price of a
commodity—(a) Initiatfon of hearings.
The “modernized’ parity formula speci-
fied in section 301 (a) (1) of the
Agricultural Adjustment Act of 1938, as
amended, takes into consideration the
average prices received by farmers for
agricultural commodities during the last
ten years and is designed gradually to
adjust relative parity prices of specific
commuodities for persistent or continuing
changes in demand and supply conditions
which are reflected in market prices. Ac-
cordingly, only In rare cases is it possi-
ble for the parity price of any agricul-
tural commodity to become seriously out
of line with the parity prices of other
agricultural commodities, In any case,
however, in which producers of any agri-
cultural commodity believe that the
parity price of such commodity, as com-
puted pursuant to the provisions of sec-
tion 301 (a) (1), is seriously out of line
with the parity prices of other agricul-
tural commodities, a request for a pub-
lic hearing under section 301 (a) (1) (F)
may be submitted to the Secretary of
Agriculture by a substantial number of
interested producers. The producers
shall also furnish to the Secretary, with
such request or separately, data support-
ing their conclusion that the parity price
of such commodity is seriously out of line
with the parity prices of other commodi-
ties. Upon receipt of such a request with
supporting data, or at any time upon the
Secretary’s own motion, this Department
will make a preliminary study of the rela-
tionship between the parity price of such
commodity and the parity prices of other
commodities, and if the Secretary con-
cludes that there appears to be reason=-
able grounds for believing that the parity
price of such commodity is seriously out
of line with the parity prices of other
agricultural commodities, a hearing will
be held pursuant to the provisions of
section 301 (a) (1) (F).

(b) Notice of hearing. If the Secre.
tary of Agriculture determines that such
a hearing shall be held, he shall issue &
notice of the hearing, which shall be filed
with the Hearing Clerk of the United
States Department of Agriculture, who
shall promptiy (1) cause such notice to
be published in the Feperar REGISTER,
and (2) mail a copy thereof to each of
the producers who requested the hearing
and to grower organizations known to be
interested in the hearing. Legal notlce
of the hearing shall be deemed to be given
upon filing such notice with the Fenenay
Recister for publication, and failure to
give notice In the manner otherwise pro-
vided in this paragraph shall not affect
the legality of the notice. The notice of
hearing shall state the purpose of the
hearing and the time and place of the
hearing. The time of the hearing shail
not be less than fifteen days after the
date of publication of the notice in the
FeoerAl REGIsTER, unless the Secretary
shall determine that an emergency exists
which requires a shorter period of notice,
in which case the period of notice shall
be that which the Secretary determines
to be reasonable in the circumstances

(¢) Conduct of hearing—(1) Presiding
officer. Each hearing held under section
301 (a) (1) (F) shall be presided over by
a Hearing Examiner of the Office of
Hearing Examiners of the United States
Department of Agriculture or such other
employee of the Department as the Sec-
retary may designate for the purpose.

(2) Time and place of hearing. Each
hearing shall be heard at the time and
place set forth in the notice of hearing
but may be continued by the presiding
officer from day to day or adjourned to a
later date or to a different place without
notice other than the announcement
thereof at the hearing,

(3) Order of procedure. At the com-
mencement of the hearing, the presiding
officer shall file as an exhibit a copy of
the FeperalL REGISTER containing the
notice of the hearing and shall then out-
line briefly the procedure to be followed.
Evidence shall then be recelved from in-
terested persons in such order as the
presiding officer shall prescribe.

(4) Submission of evidence. The
hearing shall be conducted in such a way
as to obtain a clear and orderly record.
All interested persons appearing at the
hearing shall be given reasonable oppor-
tunity to offer data, views, or arguments
relevant to (1) whether the parity price
for the agricultural commodity involved
is or is not serjously out of line with the
parity prices of other agricultural com-
modities, and (i) the proper relation-
ship between the parity price of such
commodity and the parity prices of other
agricultural commodities and the revi-
sions, if any, which should be made in
computing the parity price of such com-
modity. All documentary exhibits shall
be submitted in duplicate. The presid-
ing officer shall, insofar as possible, ex-
clude irrelevant, immaterial, or unduly
repetitious evidence but shall not appiy
technical judicial rules of evidence
Every witness shall be subject to ques-
tioning by the presiding officer or by any
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other representative of the Department,
but cross-examination by other persons
shall not be allowed, except in the dis-
cretion of the presiding officer. The
procecdings at the hearing shall be trans-
scribed verbatim. ~

(5) Written arguments, The presid-
ing officer shall fix a time, not to exceed
ten days from the close of the hearing,
within which interested pérsons may file
sritten arguments with the Hearing
Clerk.

(d) Preparation and issuance of de-
fermingtion—<(1) Preparation of réecom-
nandation. As soon as practicable after
the close of the hearing, the presiding
piicer, or such employees of the Depart-
ment as may be assigned for the purpose,
shall review, consider, and weigh all evi-
dence of probative value, views, and
arguments which have been submitted,
and may consider other pertinent infor-
mation and data which is available in
the Department of Agriculture, and shall
submit o recommendation thereon to the
Secretary.

(2) Determination by the Secretary.
As soon as possible after receipt of the
recommendation, the Secretary shall de-
termine whether the parity price of such
commodity computed in accordance with
section 301 (a) (1) appears to be seri-
ousiy out of line with the parity prices
of other agricultural commodities,
whether the facts require & revision of
the method of computing the parity price
of such commodity, and the revision, if
sny, which is required in the method of
computing the parity price of such com-
modity, Such determination by the Sec-
retary shall be final. The Secretary's
determination shall be filed with the
Hearing Clerk who shall cause the de-
termination to be published promptly in
the Froeman Recister, The Hearing
Clerk shall also mall a copy of the de-
termination to each producer and
frower organization which participated
i or is known to be interested in the
hearing, Upon application to the Hear-
Ing Clerk, any person shall be entitled to
& copy of the determination.

;;’rﬁ; S01, 52 Stat, 28, as amended; 7 U..8. O.
i) .

Done at Washington, D. C., this 25th
day of November 1958.
{sEaL) TrUE D, Mogse,
Acting Secretary of Agriculture.

Doc. 58-08017; Plled, Noy. 28, 1858;
8:62a.m.]
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Chapter lll—Agricultural Research
Service, Department of Agriculture

Panr 301—<DoMESTIC QUARANTINE
NoriCes

SUBPART—PRUITS AND VEGETABLES FROM
FUENTO RICO OR VIRGIN ISLANDS

MUVEMENY OF FRESH OKRA PROM PUERTO
RICO OR VIRGIN ISLANDS

‘ On &ptember 24, 1958, there was pub-
1-'&}1-;-d in the FepERAL REcisTER (23 F. R.
31), a notice of rule making concerning
0 emendment of § 301.58-3 (a) of the
fe¢ulations suppiemental to the quaran-

FEDERAL REGISTER

tine relating to Fruits and Vegetables
from Puerto Rico or the Virgin Islands
(7 CFR 301.58-3 (a)). After due con-
sideration of all relevant matters, and
under the authority contained in sec-
tions 8 and 9 of the Plant Quarantine
Act of 1912, as amended (7 U. 8. C. 161,
162), 7 CFR 301.58-3 (a) is hereby
amended to read as follows:

§ 301.58-3 Fruits and vegetadles the
movement of which is authorized (a)
Subject to the conditions provided in this
section, and to any treatment preseribed
by the Director of the Plant Quarantine
Division, the following fruits and vege-
tables may be moved when they are free
from plant litter, are marked in com-
pliance with § 301.58-6, and have been
inspected by an inspector and certified
by him to be free from injurious insect
infestation (including the West Indian
fruitfly and the bean pod borer) or to
have been given prescribed treatment:

Citruas frults (orange, grapefrult, lemon,
citron, and lime); :

Corn (sweet corn on cob);

Feppers;

String beans, lima beans, faba beans, and
pigeonpeas, in the pod, and frech okra. How-
ever, products within this subparagraph will
be certified for movement to ports other than
Baltimore, Maryiand, or any Atlantic Coast
port north thereof only when they have been
treated as prescribed by the Director af the
Plant Quurantine Division, and under the
supervision of an Inspector, Such products
may be certified for movement to Baltimore,
Maryland, and Atlantic Copst ports north
thereof without such treatment, but un-
treated fresh okra may be so certified only
for immediate procossing or consumption in
those northern arens.

This amendment shall become effective
on December 30, 1858.

This amendment authorizes the move-
ment of fresh okra from Puerto Rico or
the Virgin Islands of the United States
to Baltimore, Maryland, and Atlantic
Coast ports north thereof under certifi-
cation but without further treatment.
Fresh okra that has been examined by
an Inspector and found free from in-
jurious insect infestation and is so certi-
fied, may enter at the porls designated
without constituting a hazard of spread-
ing dangerous insects, This subsection
also allows the movement of fresh okra
from Puerto Rico or the Virgin Izlands of
the United States to any mainland port
when it has been treated and so certified.

Provisions not proposed in the notice
of rule making limit the fresh okra that
may be moved to certain northern areas
under certificntion but without treat-
ment to fresh okra for immediate proc-
essing or consumption in these areas. It
was the intent of the proposal to assure
that fresh okra moved in the above
manner is not reshipped to cotton-grow-
ing States, thereby eliminating any
remote possibility of spreading the pink
bollworm to such localities. The addi-
tional provisions have been added to

*The following are not considered raw or
uprocessed frults and vegetables within the
meaning of §301.68: Coconuts, breadnuts,
dried peas and beans, driod seeds, dried or
cured medicinal plants and herbs, annatto
seeds (nchiote), gourd (higuero), cannon-
ball fruit (Couroupita guianensis), and cut
flowers.
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clarify this intent, It is not believed
that the provisions not included in the
notice of rule making will be objectiona-
ble to affected persons, and it does not
appear that further public rule making
procedure will make new information
avallable to the Department, Therefore,
it is found upon good cause under section
4 of the Administrative Procedure Act (5
U. 8. C, 1003) that further notice of rule
making and other public procedure on
the amendment in question are im-
practicable and unnecessary.

(Secs, 8, 0, 37 Stat. 318, na amended; 7U. 8. C.
161, 162)

Done at Washington, D. C,, this 25th
day of November 1958.

IsEaL) M. R. CLARKSON,
Acting Administrator,
Agricultural Research Service.

{F. R. Doc. 68-0014; Piled, Nov, 28, 1058;
B:51n. m,|

Chapter IV—Federal Crop Insurance
Corporation, Department of Agri-
culture

Part 401—FEDERAL CROP INSURANCE

SUBPART—REGULATIONS YOR THE 1858 AND
SUCCEEDING Cror YEaRs

COUNTY DESIGNATED FOR SOYBEAN CROP
INSURANCE

Orangeburg County, South Caroling,
is hereby added to the list of counties,
published August 6, 1858 (23 F. R, 5851),
as supplemented by an appendix pub-
lished September 30, 1958 (23 F. R. 7569),
which were designated for soybean crop
insurance for the 1959 crop yegr pursu-
ant to authority contained in paragraph
(8) of § 401.1 of the above-identified reg-
ulations, as amended.

(Secs, 50O, 516, 52 Stat. 73, as amended, 77
ne nmonded; 7 U. 8, O, 1508, 1516)

{SEAL] F. N. McCarTNEY,
Manager,
Federal Crop Insurance Corporation.

[{P. R. Doc, 58-0918; Filed, Nov, 28, 10588;
8:62n8 m.]

PART 401 —FEDERAL CROP INSURANCE

SUBPART—REGULATIONS FOR THE 1958
AND SUCCEEDING CROP YEARS

COUNTIES DESIGNATED FOR GRAIN SORGHUM
CROP INSURANCE

Pursuant to authority contained In
paragraph (a) of §401.1 of the above-
identified regulations, as amended, the
following counties have been designated
for grain sorghum crop insurance for
the 1859 crop year,

Kansas: Stafford.

Oklnhoma: Caddo.

Texan: Hale.

(Secs. 500, 516, 52 Siat. 73, na amended, 77,
as amended; 7 U. 8. C. 1506, 15616)

(Szavn] F. N. McCARTNEY,

Manager,
Federal Crop Insurance Corporation.

|¥. R, Doc, 58-0918; Filed, Nov. 28, 1058;
8:62a.m.)




