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Learning

Objectives
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Understanding the termination process
[INCLUDING A CLASS EXERCISE]

|dentify the FAR clauses applicable to
terminations of contracts awarded [INCLUDING
FAR OVERHAUL ANNOUNCED CHANGES]

Distinguish between entitlement and quantum
ldentify common pitfalls in contract terminations

|dentify sources for assisting with the
termination settlement proposal through audit
support

: REDSTONE



Understanding
the Termination
Process

Factors Leading
to Government
Contract
Terminations
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Reductions within Government agencies

Changing government programs and
priorities (T4C)

FYs 2025/6 National Defense Authorization
Act

Modernization of weapon platforms

Reduction in what was contracted (partial
termination)

Failure to perform (T4D)
Changes in regulations: FAR OVERHAUL

. REDSTONE



Class Exercise - Assume No Rules....

‘ One side of the room is Government

Other side of the room is Contractor

Go through with questions on each side and
discuss

How could this be done better?

S Let’s see how the regulations/processes
QUESTIONS Compare

REDSTONE
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Understanding

the
Terminations FAR 49.100, General Principles, Scope of
subpart

Process

= Contracting officers have the authority and
responsibility to terminate contracts in whole

Complete or or in part for the convenience of the

Partial Government or for default

Termination

S e ——

?I:DSTON:
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Understanding
the
Terminations
Process

FAR Part 49,
Termination of
Contracts

REDSTONE
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Two Types of Terminations:

1. Termination for Default (T4D) - FAR 49.401(a)

Termination for default is generally the exercise of the Government’s
contractual right to completely or partially terminate a contract because of
the contractor’s actual or anticipated failure to perform its contractual
obligations. This could be executed by FAR 52.249-8 through FAR 52.249-
10 (T4D Clauses)

Termination for Convenience of the Government (T4C)
- FAR 49.502 (a)—(e)

The Government may terminate performance of work under this contractin
whole or, from time to time, in part if the Contracting Officer determines
that a termination is in the Government’s interest. The Contracting

Officer shall terminate by delivering to the Contractor a Notice of
Termination specifying the extent of termination and the effective date.
Executed through contract clauses in the FAR 52 series, examples below:

=  FAR52.249-2 (Fixed-Priced)
=  FAR52.249-6 (Cost-Reimbursable)

©Copyright 2025. Redstone Government Consulting, Inc.



Understanding
the
Terminations
Process

Phases &
Timelines (All
Done in Writing)

e o ———

REDSTONE

Suspension of Work (FAR 52.242-14)

u Contracting officer direction to suspend contract defined work at a defined date.
Contractor can make a request for equitable adjustment (REA) but as soon as
practical and not later than the date of the final contract payment. Think REA right
now.

Stop Work (FAR 52.242-15)

u Contracting officer directs contractor to stop work either all or in part for a period of
(usually) 90 days.
u Although there can be agreed to extensions within this 90-day period, a
decision is to be made to --
u Cancel stop work order and continue with the contractual effort
=  Terminate the work covered by the contract

Contract Termination (FAR 52.249 Series, “Terminations,” FAR 52.212-4

(Commercial items, FAR Part 12) & FAR 52.243 Series, “Changes”)

n Submission of inventory disposal schedules (FAR 49.206-3) — SF 1428 reported to
TCO as directed within 120 days of effective termination date [not required in
commercial item contracts]

u Submission of a termination settlement proposal (FAR 49.206-1(a)) due date:
=  One vear after the effective date of termination (Can be extended by TCO)

m For example, SF 1436 for Total Cost Method with SF 1439 for Accounting
Background

©Copyright 2025. Redstone Government Consulting, Inc. 8



Understanding
the
Terminations
Process

The Rules

© ACQUISITION.GOV.

4 | 45

ReDS
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TONE

FAR Part 49 - Termination of Contracts

Establishes policies and procedures
=  Complete or partial termination
= Convenience or default

Prescribes contract clauses (FAR 52.249 Series)*

Provides instructions on the forms to use for termination
settlement proposals (FAR 49.602)

Prescribes prime contractors to use FAR Part 49 to settle

subcontracts

=  Subcontractor has no contractual rights against the
Government upon the termination of a prime contract (FAR
49.108-1)

Provides for equitable adjustments due to the changes clause

(FAR 52.243 Series)
=  Partial terminations (example)

*Commercial items contracts are not subject to FAR Part49 and willuse FAR 52.212-4.

©Copyright 2025. Redstone Government Consulting, Inc.



Understanding
the
Terminations
Process

The Rules

© ACQUISITION GOV, Daainitiatves  Reguiations = Tools - Policy Network

e e C——

REDSTONE

FAR Part 31.205-42, Termination Costs

Specialtreatment

= Costs that would not have arisen except for the contract termination

Common ltems

u Costs of items that can be used on other contracts will not be allowable
costs

Costs continuing after termination

=  Costs that cannot be discontinued immediately will generally be
allowable

Settlement costs [Important]

= Generally allowable costs for preparation of the settlement proposal (e.g.,
accounting, clerical, legal)

=  Storage costs

= Indirect costs related to salary and wages [that are normally indirect can
be directly charged as termination settlement costs] shall be limited to
payroll taxes, fringe benefits, occupancy, and immediate supervision

costs
= Takeaway here: think of separate accounts for capturing these
costs

©Copyright 2025. Redstone Government Consulting, Inc. 10



Understanding I PCR 1}

the =  Determining whether itis in the Government’s interest to

. . terminate the contract
Terminations

=  Determining the type of contract termination

Process = lssuing notices:

=  Suspension of Work (FAR 52.242-14)
=  Stop Work (FAR 52.242-15)

Contracting = Termination (FAR 52.249 (Series))

Officer = |ssuing cure notices and/or show cause letters as applicable
(FAR 49.607(a))

Responsibilities . Required in a T4D

= Release of any excess funds (if not delegated to Termination
Contracting Officer, TCO)

REDSTONE

©Copyright 2025. Redstone Government Consulting, Inc. 11



Understanding
the
Terminations
Process

Notice of
Termination

e e

REDSTONE

FAR Part 49.102(a)

Termination type and applicable contract clause
stating the contract number

Effective date
Extent of termination
Applicable special instructions

Delineate steps the contractor should take to minimize
the impact on personnel if the termination, together
with all other outstanding terminations, will result in a
significant reduction in the contractor work force

©Copyright 2025. Redstone Government Consulting, Inc.
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DEPARTMENT OF THE ARMY
CORPS OF ENGINEERS,

QOctober 22, 2024

Understanding
the Terminations
Process oo

You are hereby notified that Cortract | IIEEEll i< terminated for the convenience of
the Government in accordance with (IAW) Federal Acquisition Regulation (FAR) Clause
52.249-2, "Temination for Conveniznce of the Government (Fixed-Price) (April 2012), Alternate
| (September 1996).” This termination results from the Government’s determination that the
supplies or services covered by the contract as solicited in the Statement of Work are no longer
needed.

Serial Letter C-0008

SUBJECT: MNotice of Termination for the Convenience of the Government, Contract

You were previously issued a suspension of work notice on (. AW FAR

42.1305 and FAR Clause 52.242-14 which provided you direction to suspend all work at that
. The Government wil o2 I < o
and reimbursable allowable contract costs and expenses incurred to date IAW the FAR Clause
52.249-2. Full settlement of any termination costs and expenses can be made only afler you
submit a complete and timely settlement proposal. Upon receipt of your proposal, and after
completion of an audit by the Deferse Contract Audit Agency, if necessary, the Govemment will
negotiate a fair and final agreement with you, The Government's intent s to close out this
contract efficiently and quickly as practicable.

This letter enumerates some of your obligations from this date forward.

Termination Notice

(a) Contract No. | (the contract') is completely terminated effective the
date of this Notice.

(b) In furtherance of your duties under FAR 49.104 and 52.249-2, you shall immediately
Xa m p e take the following steps for cessation of work and notification to immediate subcontractors:

(1) Stop all work, make no further shipments, and place no further orders or provide no
services, relating to the contract. except for-

(i) The continued portion of the contract, if any;

(i) Work-in-process or other materials that you may wish to retain for your own
account; ar

© 2025 Redstone Government Consulting, Inc. 13 ? : D S TO N :




- FAR Part 49.105
Understanding
the =  Promptly hold a conference with prime contractor to
delineate actions to be done (15 items in FAR 49.105(c))
Termlnatlons =  Directthe action of the prime contractor
Process = Examine the settlement proposal submitted by the

prime contractor, and when appropriate, the settlement
of the subcontractor proposals

Termination

= Negotiate the prime contractor’s settlement proposal

Con?tractlng = TCO may have others assisting such as legal, auditors,
Officer (TCO) contract specialists/CORs, and associated functions

Responsibilities related to inventory
=  Furnish status reports as needed

?E DSTONE = Release funding as required

©Copyright 2025. Redstone Government Consulting, Inc. 14




Understanding
the Terminations TERMINATION CONFERENCE
Process

L.5. ARMY
Termination for Convenience:

- Federal Acquisition Regulation (FAR) Part 22 The exercise of the Government's night to completely or partially terminate performance of work under a contract when it
is in the Government’s interest.

Purpose of the Termination Conference:

- Mutual understanding of timelines and requirements from both parties

(1) General pnnciples relating to the settlement of any seftlement propesal, including obligations of the contractor;

- FAR 52.240-1 through FAR 52.240-5, and FAR Fart 40.502: When the Govemnment terminates a fixed price coniract, the confractor is permitted 1o recowver allow able costs incwred during performance, reasenable
profit for the w ork perfermed, settiement expenses and some contnuing or pest-termination costs. Total recovery s imied by the total contract price including any equitable adjustments.

- Refer to termination notice paragraph (g)(2) and FAR 42 206- 1{a):

TMELINE FOR SUBMIESION OF FINAL TERMINATION SETTLEMENT PROPOSAL:

* Termination for Convenience Motification (Serial Letter

* The final setfiement proposal must be submitted w ithin one vear from the effective date of the termination unless a written extension is submitted and approved by the Contracting Officer.
| issued
* Final Termination Seilement Froposal due no later lhaL

DETALS OF FINAL TERMINATION SETTLEMENT PROPOSAL:

[ J [ J
»  The final setfiement proposal shall be in sufficient detail to allow evaluation by the Government.
e r m I n a I o n = The Contractor must show the terminations costs with suffiient certainty so that the determination of the amount of damages will b2 more than mers speculation.
* Setflement proposals in excess of 52M must be accompanied by certified costor pricing data and will be audited by the Defense Contract Awdit Agency.
C f - Refer to termination notice paragraph (g)(3) and FAR £3.208-1(a):

* The final settiement propesal shall include resolution of all oulstanding reguests for equitable adjustment wnder the contract. This includes all costs associate with the suspension of work.

(2)  Extent of the termination, point at which work is stopped, and status of any plans, drawings, and information that would have been delivered had the contract been
completed;
- Contract terminated in whole. Atthe point at whichw orkw as stopped, and in accordance with the Partial Clearance for Construction, the contractor mobdized and completed installation of the New Alaska Barriers,
defivered a generator and provided design submittals (Work In Progress).

© 2025 Redstone Government Consulting, Inc. 15 ? : D S TO N :




After receipt of the termination notice:
=  Stop work on terminated contract part and stop placing subcontracts
=  Terminate all subcontracts related to terminated part

UnderSta nding = Advise TCO of any special circumstances

- - =  Perform the continued contract portion and submit promptly any
the Tel’mlnatIOI‘IS request for an equitable adjustment of price for the continued portion
if the termination is partial

PI’OCGSS =  Preserve and protect property

= Notify TCO of any legal issues from subcontracts

= Submit settlement proposal with required supporting schedules
withing one year
n SF 1435 - Inventory Method (Preferred —FAR 49.206-2(a))
n SF 1436 - Total Cost Method (Requires TCO approval - FAR 49.206-2(b))

Prime Contra ctor . SF 1439 - Schedule of Accounting Information
. u SF 1428 - Inventory Disposal Schedule (TCO may require)
DUtleS . SF 1437 - Settlement for Cost-Reimbursement Contracts
(FAR 49.1 04) = FARPart 31, Contract Cost Principles and Procedures Required (FAR
: Part 49.113)

ALTHOUGH NOT A SPECIFIC OVERALL DUTY, EMPHASIS SHOULD BE ON COST
MITIGATION

©Copyright 2025. Redstone Government Consulting, Inc. 16 ? : D STO N :




Understanding the Termination Process:
Fixed-Priced Contracts Settlement Proposals (FAR 49.206-2)

FAR 49.206-2 NOT Impacted by

(OMB Control Number: 9000-0012 [OMB Control Number: 9000-0012
S| 3 i
SETTLEMENT PROPOSAL (INVENTORY BASIS) B o 812026 SETTLEMENT PROPOSAL (TOTAL COST BASIS) oot
Fapemort Reaucion Aot SEment Ths momaton cobecion mect T eaurements 514 IS G ¢ 360735 amenaes by seofon 2 of e Papermar: Papermorh Recuslion Acl Siaement - The Iorsaion cal=clon mesls e reguvem=rts o 24 USC & 3507, 2 amendd oy ion 2 of I Paperwcek Feducion Act of 1935, You 00 nct e s
Reduction Act of 1225. You 80 not need o answer hese questions uniess we display a valic Offic of Management and Budget (OMB) conirol numer. The Ve a u Sneer TSk QUESSONS UNIESS We 5Dy 3 VAl CFCA of MaAGEment 310 ELIIGS! |OWE) SonTol LITB=! 1T OV CONTDI AUMDSr o i colecton 1 SO-012 1We &S3re 1t R Ml 5ka
OME contol numbe for s collecten = B000-0012. We estmate nat 1 il take 25 houss o eac the mstuckons, gather the facts, and answer e Questons. ‘ e gathr e, s el S ety Crvras i€ uf . e, Pocnd ek i B rin o 1
Send ony somments refatng o our tm estmate, includng suggestans fr reduaing S5 burden. or any oTier aSpE s of s cobecton of romaton : U S Senioes AdTIniSEanon, Requiatry Secretanat CAVon (41V1CS) 1300 F S7eet, MY, WaSIRgIon, DG 204
%ﬂ‘— FOR USE BY A FIXED-PRICE PRIME CONTRACTOR OR FIXED-PRICE SUBCDNTRACTOR

FOR USE BY A FIXED-PRICE PRIME CONTRACTOR OR FIXED-PRICE SUBCONTRACTOR T s L o
THIS PROPOSAL APFLIES TO (Check ane) SUBCONTRACT OR JC0 [[]ABRME CONTRACT WITHTHE || SUBCONTRACT OR PURCHASE ORDER
L] PRIME CONTRACT WITH THE GOVERNMENT [ JpuRcraSE oRDER SUBCONTRACT OR PURCHASE ORDER NUMBER[S) STREET ADDRESS
SUBGONTRAGT OF FURGHASE DROER NIVEERTS STREET ADDRESS

L3
CONTRACTOR WHO SENT NOTICE OF TERMINATION CITY AND STATE finclude ZIF Coda] I Wo D I ffe r e n t M e t h O d S fo r T CONTRACTOR WHO SENT NOTICE OF TERMINATION (GITY AND STATE (nciute 2P Coge)

EME
Ak [HEME OF GOVERNMENT AGENCY
NAME OF GOVERNMENT AGENCY ADDRESS (Inciuge ZIP Coge)

° °
S fermination Settlement = e
[GOVERNMENT PRIME CONTRACT. uuuaea|mm‘=}c1r_\=“' REFERENCE NUMBER I mongys payable undsr the contract Rave besn ass , give the following’

I moneys payable under the coniract have been assigned, give the following: HAME OF A3SIGNEE |EFFECTIVE DATE OF TERMINATION

TAWE OF ASSIENEE EFFECTIVE DATE OF TERMINATION
Proposals (TSPs — — g
ADDRESS (Inciude ZIF Code) DeOEAL [CHECK ONE ] mrerm [ Fmar

| [ mrerm ] FmaL SF 1433, SCHEDULE OF ACCOUNTING INFORMATION e T]15 NOT ATTAGHED (I not. axpiain delow)
SF 1438 SCHEDULE OF ACCOUNTING INFORMATION T 115 T 15 NOT ATTATEED (Frar svmin et

SECTION | - STATUS OF CONTRACT OR ORDER AT EFFECTIVE DATE OF TERMINATION

SECTION |- STATUS OF CONTRACT OR ORDER AT EFFECTIVE DATE OF TERMINATION e PRODUCTS COVERED BY TERMINATED UNFINISHED OR NOT TOTAL
S T 1. Inventory Basis [Preferred] - left Tl P

i OMN HAND COMMENCED SHIPPED AND | PAYMENTTO | PAYMENT WOT |SUSSEQUENTLY| MOTTOBE BY
PRODUCTS COVERED BY TERMINATED PREVICUSLY COVERED BY Torcees” | SRR |G St | conamact

- = CoMPLETED
COMTRACT OR PURCHASE ORDER SHIPPED AND| PATMENTTOBE [y 1o iy tHis| coneteren | NOTTOBE | CONTRACT THROUGH H | ANDINVOICED"

5 i INVOICING INVOICING OR ORDER
INVOICED THroUcH FromosAL | Fete | COMPLETED OR ORDER ) n

mm—t—————————=——=—§ 2 Total Cost Basis [Needs TCO -

3
[RUANTITY $

GUA:TITV a p p rova l] = rig h t Glu’a‘:m-s\’F_CTION Il - PROPOSED SETTLEMENT

TET Oy WIGTS

SECTION T ITEM previous proposal has been fisd) TOTAL FOR USE OF
OTAL INCREASE OR PROFOSED CONTRACTING

TOTAL FOR USE OF PREVIOUSLY [DECREASEBYTHIS  TO DATE AGENCY ONLY
PROPOSED TO | CONTRACTING fa) PROPOSED | PROPOSEL
) o DATE AGENCY ONLY DIRECT MATERIAL
(3) (d) &) DIRECT LABOR
R WATERIALS [ofher o ) INDIRECT FACTORY EXPENSE (from Schedule A)
e SPECIAL TOOLING AND SPECIAL TEST EQUIPMENT (SF 1425)
OTHER COSTS (from Schedule B)

+_[FINERED COPORERT Pr Ti . FAR 49 1 12 _1 — C O n Side r GENERAL AND ADMINISTRATIVE EXPENSES ffrom Schedule G
: ::I:g:-liﬁ:sl?:&!:\rEMORv M ® o TOTAL COSTS (/tems 1 thru 6)
f‘ﬁ' ECIAL TOOLING AND SPECIAL TEST EQUIFNENT . . PRUWTAETTEEJ;T:meﬂ 0]
[CTHER COSTS firom Schedule B] re q ues tlng a p a rtla l p aym en t Wh en DEDUCT FINISHED PRODUCT INVOICED OR T0 BE INVOICED®

GENERAL AND ADMINISTRATIVE EXFENSES {from Schedule CJ TOTAL (ltem 3 less ltem 10)
|0 | TOTAL {Items 1 to S inclusive] SETTLEMENT EXPENSES (from Scheduie £)

11 |PROFIT (expiain in Schedule D) b -tt . TSP . SF 144 OI TOTAL e T and 1
12 [SETTLEMENT EXPENSES (from Scheduie £] S u ‘ ] , Ing Vla a n . SETTLEMENT WITH SUBCONTRACTORS (from Scheduie ]
TOTAL {items 10 to 12 inclusive] GROSS PROPOSED SETTLEMENT (fems 13 thru 14)
14 |[SETTLEMENTS WITH SUBCONTRACTORS (from Schedule F) DISPOSAL AND OTHER CREDITS (from Sohedule G
15 |ACCEPTABLE FINISHED PRODUCT
l-f NET PROPOSED SETTLEMENT (item 13 lea3 16)
GROSS PROPOSED SETTLEMENT (Rems 13 thru 15 ADVANCE, PROGRESS & PARTIAL PAYMENTS (from Scheduie H)
[DISPOSAL AND OTHER CREDITS (from Schedule G NET PAYMENT REQUESTED jitem 17 Jess 18)
NET PROPOSED SETTLEMENT (item 16 Jecz 17) coumuleiei 1o ot of campielion of the Contimucd pardon of e con T ihe Geduation for Amiehed produe 5 (hem oo 10, 5% Jljén i be
= accumulated 1o date o tion of the conrinu easas nd the det uotion for e uct ection ) shou
[ADVANCE. PROGRESS & PARTIAL PAYMENTS (from Scheduie H) the contract price of finished product in Column (b), fqand {e). Section L "
NET FAYMENT REQUESTED (lrem 15 less 19) NOTE: File inventory schedule (SF 1428 for allocable inventories on hand at date of termination (See 49.206).
(When the space provided for any information is insufficient, continue on a separate sheet.) (When the space provided for any information is insufficient, continue on a separate sheet.)
AUTHORIZED FOR LOGAL REPRODUCTION STANDARD FORM 1435 (REV. 3/2016) AUTHORIZED FOR LOCAL REFRODUCTION STANDARD FORM 1436 (REV. 5/2004)
Frevious edition is NOT usable Prescribed by GSA - FAR (48 CFR) 53.2 Frevious edition i NOT usable Prescribed by GSA - FAR (48 CFR) 53.240(a)(3)

NUMBER

METALS

© 2025 Redstone Government Consulting, Inc.




FAR 49.303-3 Re-Numbered in FAR Overhaul

[ ] ( J take 2.3 hours 0 r=ad the InsiTuctons, GEter the 13cs, and answes e questions. Send oniy comments relaing 10 our Sme estimate, Including suggestons for redusing this Durden, or any cifier
aspects of fis collection of Iformation 1: General Sandoas AGTinistraton, Reguiary Sacietaria Division (MTVICS), 1300 F Srest, MW, Washingfon, DG 20405
To be Gsed by prime confractors submittng sefiement proposals on Cost-TEiMburGEmENt type COMTacts Under Part 49 of the Federal Acquisiton Requiation. Aleo sulaDie for use In
CONNSCUON Wil 12MMiNJied Cost-rembursemant type SUDCONIrACts.

SETTLEMENT PROPOSAL FOR COST - REIMBURSEMENT OMB Control Number: 9000-0012
TYPE CONTRACTS Expiration Date: 2/28/2026

Fapework RedUCion ACL S - Tiils ITOMELCN ColeCion Meets S1e [egaremens Of 24 USC § 5507, 3 amented Dy 5eGion 2 Of NIe Paperwork RecUCDN AC Of 1555 Y0U 00 ol need
mmlmaups:wmesswsnsplayuxnmaaaumwan;e—[ ) cantrol number. The OMB contmi nUTbar for this colector 15 00000012 We astimate that | wil

COMPANY PROPOSAL NUMBET (CHECK ONE
[]rarmar [] FiMaL
STREET ADDRE! GOVERNMENT PRIME CONTRACT NUMBER |REFERENCE NUMBER
CITY AND STATE (Include ZIP Code) EFFECTIVE DATE OF TERMINATION
TEM TOTAL PREVIOUSLY INCREASE OR DECREASE TOTAL SUBMITTED TO
I‘ SUBMITTED BY THIS PROPOSAL DATE
o S e o n a c S - o e @
. DIRECT MATERIAL s 5 5

DIRECT LABOR

w

INDIRECT FACTORY EXPENSE

SPECIAL TOOLING AND SPECIAL TEST EQUIPMENT

OTHER COSTS

Settlement Proposals
(FAR 49.303-3) —

. SETTLEMENTS WITH SUBCONTRACTORS

. GROSS PROPOSED SETTLEMENT (Ttems 7 fwu 10

12. DISPOSAL AND OTHER CREDITS

13. NET PROPOSED SETTLEMENT {item 11 Jess 12) 5 5 3
14. PRIOR PAYMENTS TO CONTRACTOR [ [3 5
15, TREQUESTED {item 13 fess 14) 5 5 E

CERTIFICATE

v’ SF 1437 [Right] is f it
{3) AS TO THE CONTRACTOR'S OWN CHARGES. (1) The proposad settlement wmﬂmm and supporting schedules and explanations have
C O n t ra Ct S O n e p a g e fo r m been prepared from ihe books of scsount and recoms of e Contracioe 11 acoontance wh recognized commersial acoouriing practoes; Mey Inchide oy those chiames Jiocable
— i the terminated portion of this contract;

: they nave been prepared with knowledge that they wil, or may, be used drectly o Imlrect)r 35 the basls of settiement of 3 femination
setilement propasal or ciaim against an agency of e United States; and he chames as stated are falr and reasonadle.

This I5 to ceriity hat the undersigned, n:IAmanr and a5 an authorized representative of the Contractor, has examined this termination settiement proposal and tat o the best
knowiaage and ballef of th unersigned:

(b) A5 TO THE SUBGONTRACTOS GHARGES. (1) The COnraGiN Nas EXamie. o Gausea w De EXAMITED, o an EX{EN! I GONSIer= 0SS 1 (e GrAUMENGES, e
termination setiement proposals of Hts Immeniate suboontraciors . (2) The s=ttements

s 5 fraets
on account of nnEd\ahe subcontractors own charges are fair Jl'd VE&:HINE the charges are HDDJDE o t'|e '.EI'W“'BLEG ml’|:ﬂ Ur this contract, and the setfiements weare

. . egotizted In good fath and a%e nat more favorable o fts Immedate ubGNEcars Siat ose ihat the Confracior wouid make I reimbuement by the Gavemment were nat

3 The cmt'a::l.cr has racelved from all its Immediate subcontractors appropriate carlificates with respect to Melr temmination settiemant proposals. which certificates are

substantaly In the form of this certificat; and (£) The Contractor Nas no Infrmation feading It to doubt (1) ine r=asonadlensss of the setiements wiih Mons remot SUBCONYEACHTS or

(I tnat the chargas for Miem are aliocadle o this contract. Lipan receipt by the Contractor of amounts coverng setements wih its Immediats subcontraciors, the Contractor will pay

or credit them prompty with the amaounis so recelved, D the exdent that 1 has not previously done 5o. The term “subconiractors,” 3s Used atove, Indiudes suppliers.

NOTE: The Contractor shall, under conditions stated In FAR 15.403, be required to submit a Centficate of Cument Cost or Pricing Data (see FAR 15.406-2 and 15.403 Tabie 15-2)

Can voucher out costs via an SF 1034 =

TITLE DATE
. .
a S re g u la r b I l ll n g NAME OF SUPERVISORY ACCOUNTING OFFICIAL TITLE
AUTHORIZED FOR LOCAL REPRODUCTION STANDARD FORM 1437 (REV. 911937)
Previous Edition is NOT Usabie

Prescribed by GSA - FAR (48 CFR) 52.242(a)(4)

© 2025 Redstone Government Consulting, Inc. ? : D S TO N :




Contractin
a Loss

Status?

e o ———

REDSTONE

FAR 49.203, Adjustment for loss (on contract being
terminated)

NotImpacted by the FAR Overhaul

= TCO shall not allow profit if it appears the contractor would
have incurred a loss had the contract been completed

= Examples shown for the calculation using the inventory and
total cost methods in DCAA’s Contract Audit Manual,
Chapter 12, Section 12-308

= (https://www.dcaa.mil/Guidance/CAM-Contract-Audit-Manual/)
= |flossis due to Government changes, then consider an REA?

FAR 49.207, Limitation on settlements

=  Amount payable to the contractor before credits and
exclusive of settlement costs must not exceed the contract
price

©Copyright 2025. Redstone Government Consulting, Inc. 19



FAR Provisions Used in Contract Terminations
(Including Commercial items - FAR Part 12)

Prescribed contract clauses:

REDSTONE

FAR 52.249 (Termination — T4C & T4D) [Still referenced in FAR Part 49 Overhaul - STILL STATES TO USE FAR PART 31 COST
PRINCIPLES]

. T4C - FAR 52-249-1 through 52.249-7

. T4D - FAR 52-249-8 through 52.249-10

FAR Part 49 - Termination of Contracts

FAR Part 31 - Contract Cost Principles and Procedures

= FAR 49.113 identifies that FAR Part 31 be used in termination settlement proposals [AT THE TIME OF THE CONTRACT-FAR
OVERHAUL DID NTO CHANGE]

FAR 52.243 - (Changes and uses -1 through -7 depending upon the contract)

u Equitable adjustment may be made for contract changes NOT part of original contract scope

FAR 52.242-14 - Suspension of Work

= CO may suspend, delay, or interrupt all or part of work for the convenience of the Government

FAR 52.242-15 - Stop-Work Order

. Contracting Officer may, at any time, by written order to the Contractor, require the Contractor to stop all, or any part, of the work
called for by this contract

FAR 52.212-4 - Commercial Products and Services (FAR Part12)

= FARb52.212-4 (l) - Termination for the Government’s convenience [Not Subject to CAS, FAR Part 31, or Audit]

= FARb52.212-4 (m) - Termination for cause

= FARD52.212-4 implements FAR 12.403, “Terminations” and FAR Part 49 does NOT apply

=  No specific prescribed form for termination submission to the Government

© 2025 Redstone Government Consulting, Inc.




Regulation Changes: FAR Overhau

< O ) https://www.acquisition.gov/far-overhaul

B An official website of the United States Government

e ACQUISITIONGO\/ FAR Overhaul Regulations~ Tools ~ Policy Network ~ Q

Home

Revolutionary FAR Overhaul

Restoring Common Sense to Federal Procurement

Under the President’s Executive Order, Restoring Common Sense to Federal Procurement, the Federal government is undertaking the first-
ever comprehensive overhaul of the FAR.

Latest News & Announcements

Led by the Office of Federal Procurement Policy (OFPP) and the Federal Acquisition Regulatory Council (FAR Council), this initiative will
return the FAR to its statutory roots, rewritten in plain language, and remove most non-statutory rules. In addition, non-regulatory buying
O guides will provide practical strategies grounded in common sense while remaining outside the FAR.

Executive Order: Restoring Common Sense to
Tt The goal is clear: faster acquisitions, greater competition, and better results. Federal Procurement o

P - Fact Sheet: P ident D Id ). T Rest:
FAR Streamlining & Deregulation et shest president bonaid ). Trump Restores

The FAR Council is issuing model deviation guidance to kickstart FAR streamlining. The guidance, which will be released on a rolling basis
by FAR part, will be adopted by agencies until the FAR is formally revised through rulemaking.

Common Sense to Federal Procurement of

OMB Guidance: Overhauling the Federal
Acquisition Regulation

* Revised Streamlined FAR Parts and Agency Deviations FAR Council Deviation Guidance

Buying Guides
As the FAR is streamlined, helpful non-regulatory content will be moved to new Buying Guides, designed to support smarter and faster
acquisitions. Have Questions?

* Buying guides coming soon.

The OMB MBX mailbox is intended for feedback on the
OMB guidance and general policy questions to OFPP.
MBX.OMB.OFPPv2@0OMB.eop.gov &

REDSTONE
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FAR Overhaul - Contract Terminations

FAR 31.205-42 Termination costs. . . .
e e oo e Lined-Out since it was

pectattreatmentof costs that wottdnothavearisenhadthe contractnotbee “interpreted” that it may allow

terminated. The following cost principles peculiar to termination situations are to be unallowable costs

used in conjunction with the other cost principlesin subpart 31.2:

FAR Part 31 requirement lined-
out, BUT perhaps not
eliminated.

! : [ ST : N : ©Copyright 2025. Redstone Government Consulting, Inc.




FAR Overhaul - Contract Terminations

FAR 49.108-7 Government assistance in settling subcontracts.

Govt. not going to assist prime
contractors with subcontractor
settlements

The following non-regulatory sections and subsection are moving to Sections eliminated from FAR

the FAR Companion Guide: 49.108-7 Government assistance in BUT blaced into an ubcomin
settling subcontracts, 49.113 Cost principles, and 49.405 P P g

Completion by another contractor. FAR Companion Guide

REDSTONE
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Requests for
Equitable
Adjustment
Under the
Changes

Clauses

FAR 52.243 Series

e o ———

REDSTONE

Contractor has aright to a contract adjustment price for
changes made by the contracting officer (for example,
changes to drawings, specifications, etc.)

FAR 49.208, Equitable adjustment after partial termination

=  Requestforequitable adjustment (REA) in the price of the
continued unterminated fixed-priced portion of the contract

= Contracting officer (CO) may keep this responsibility

= Jermination contracting officer (TCO) ensures REA is not
included in the termination settlement proposal (double
counting)

Not uncommon for REAs to be part of a contract termination

Could be related to costs during suspension of the contract
(FAR 52.242-14(c)) or Stop-Work Order (FAR 52.242-15(b))

Entitlement vs. Quantum resolution

©Copyright 2025. Redstone Government Consulting, Inc. 24



e ¢ o - From DCAA’s CAM 12-802.1 (Auditing Delay/ Disruption
DIStI ngUIShlng Requests for Equitable Adjustment (REAs) or Claims)
Between

Entitlement & = Entitlement relates to whether the contractor has been

impaired by Government action and therefore has a rightto a

Quantum monetary adjustment

= Entitlementis a legal question; however, the auditor should
provide the requestor with any meaningful observations
regarding the contractor's entitlement to recover delay
damages

=  Entitlementis notincorporated into DCAA audit findings

©Copyright 2025. Redstone Government Consulting, Inc. 25 ? : D STO N :



From DCAA’s CAM 12-802.1 (Auditing Delay/Disruption
Requests for Equitable Adjustment (REAs) or Claims)

Distinguishing

= Quantum is the amount of the monetary adjustment, assuming

Between the contractor’s assertion of entitlement is proven valid. The

Entitlement &
Quantum

audit effort should be directed toward examining the
contractor’s proposed or claimed costs (quantum) to determine
if they are acceptable if the contractor were entitled to recover.

= Ataminimum, evaluate:

u If the amount proposed/claimed was incurred or estimated,

u If the contractor has source documents to establish that it
incurred the costs

u If the costs submitted have been correctly allocated or charged
to the contract or REA/claim

u If the costs submitted are allowable, pursuant to FAR 31.205 and
the provisions of the contract

u FAR 49.113 identifies that FAR Part 31 be used in termination
settlement proposals [subject to FAR Overhaul changes]

©Copyright 2025. Redstone Government Consulting, Inc. 26 ? : D STO N :




Common
Pitfalls in
Contract
Terminations

by Unknown Author is licensed under

©Copyright 2025. Redstone Government Consulting, Inc.

Did a contracting officer terminate your contract or
was it from another source?

Do you know what to do?

What are you documenting?

Know the potentially NEW REQUIREMENTS: Do you
understand the FAR regulations, especially FAR Part
31, Cost Principles?

Do you know what the deadlines are?
Do you know what forms to use?

Are you prepared for audit?

. REDSTONE



https://www.schabell.org/2018/06/3-pitfalls-everyone-should-avoid-with-hybrid-multicloud-part-2.html
https://creativecommons.org/licenses/by-nc-sa/3.0/
https://creativecommons.org/licenses/by-nc-sa/3.0/
https://creativecommons.org/licenses/by-nc-sa/3.0/
https://creativecommons.org/licenses/by-nc-sa/3.0/
https://creativecommons.org/licenses/by-nc-sa/3.0/

Defense Contract Audit Agency (DCAA) Website:

https://www.dcaa.mil for overall contract audit guidance.

Sou rces to Termination audit program (see the appropriate one of the 17100 code)
https://www.dcaa.mil/Guidance/Directory-of-Audit-Programs/

Help Th rough DCAA'’s Contract Audit Manual - Chapter 12:
Audit Support

https://www.dcaa.mil/Guidance/CAM-Contract-Audit-Manual/

DCAA’s Termination Settlement Proposal Adequacy Checklist

Tool:
https://www.dcaa.mil/ChecklistsAndTools/

Acquisition.GOV - FAR 49.602 for Settlement & Inventory Forms:
https://www.acquisition.gov/far/part-49#FAR_49_602

Redstone Government Consulting, Inc.
https://redstonegci.com

See Redstone GClI’s Blogs on the next slide
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What Should | Do if My Contract or Grant is Affected by
Red stone Executive Orders?
This blog goes over the impact of recent Presidential Executive orders.

G t https://info.redstonegci.com/blog/what-should-i-do-if-my-contract-or-grant-is-affected-by-

executive-orders

CO m lia n ce Common Mistakes in Termination Proposals for Government
p Contracts

This blog goes over understanding the regulations, documentation needed, and knowing what

B logs - to do. https://info.redstonegci.com/blog/common-mistakes-in-termination-proposals-for-
government-contracts

T inati

e rm I n a Ions What Should | Do Now that the Government Has Terminated My

Contract?

This blog goes over the forms to be used (SF 1435 - Inventory Method; SF 1436 — Total Cost
Method & associated forms)

There is an avenue for termination settlements when both the government and the contractor
may be at an impasse. This is a Contract Disputes Act claim. A Contract Disputes Actis a
claim for money that provides for a written demand by one of the contracting parties seeking, as
a matter of right, the payment of money in a sum certain, the adjustment or interpretation of

@ Redstone

Government Consulting
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u Maintain communication!

=  Ensure you are obtaining contract direction from a person authorized
(Just an email, DOGE, etc. - this should be coming from the CO)

=  Termination process may start with a suspension or stop work notice,
butit does not need to be so; could just jump to termination

LELCGEWEVE

u Know your regulations regarding the termination and what needs to be
done

u Ensure that you have a notice of suspension of work, stop work or
termination thatis in writing

=  Attendthe termination conference lead by either CO or TCO
u Know and adhere to the deadlines

u Prepare now for your termination settlement proposal: capture costsin
separate charge numbers for the termination effort as well as retain
source documents

= Audited? DCAA audit (See FAR 49.107(a) — TINA threshold currently
$2M - changing in October 2025)

i
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=  Communicate with CO or TCO through negotiations; if a subcontractor,
then prime contractor
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2025 Critical Deadlines for
Government Contractors

This guide provides you with all of the essential information
and dates you need to know, including:

Important deadlines for your internal departments
= Accounting,

= Human Resources,
= Contracts & Subcontracts, and

=  Government Compliance

Contract performance and delivery deadlines
Deadlines for reporting and compliance requirements

Deadlines for audits and reviews

REDSTONE



Expert Insights for GovCon

Get the latest strategies, regulatory updates, and best practices
to navigate GovCon compliance challenges, optimize
operations, and drive success.

= Government Contracting Trends
= DCAA & DCMA Audit Updates

= FAR & Accounting Compliance

LEARN MORE &
SUBSCRIBE = Contracts & Subcontracts Administration

= HR & Employment Law for Government Contractors

= Project Management & Cost Control

@ RedStO ne = ERP & Software Best Practices

Government Consulting
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