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48 CFR Ch. 15 (10–1–08 Edition) 1516.307 

1516.307 Contract clauses. 
(a) The Contracting Officer shall in-

sert the clause in 1552.216–71, Date of 
Incurrence of Cost, in cost-reimburse-
ment contracts when an anticipatory 
cost letter has been issued on the 
project. 

(b) The Contracting Officer shall in-
sert the clause at 1552.216–74, Payment 
of Fee, in solicitations and contracts 
where a cost-reimbursement term form 
contract is contemplated, unless the 
Contracting Officer determines that 
such a provision would be detrimental 
to ensuring proper contract perform-
ance. 

(c) The Contracting Officer shall in-
sert a clause substantially the same as 
48 CFR 1552.216–76, Estimated Cost and 
Cost-Sharing, in solicitations and con-
tracts where the total incurred costs 
are shared by the contractor on a 
straight percentage basis. The Con-
tracting Officer may develop other 
clauses, as appropriate, following the 
same approach, but reflecting different 
cost-sharing arrangements negotiated 
on specific contract actions. 

[49 FR 8852, Mar. 8, 1984, as amended at 56 FR 
43711, Sept. 4, 1991; 61 FR 14505, Apr. 2, 1996; 
61 FR 57338, Nov. 6, 1996] 

1516.370 Solicitation provision. 
The solicitation document shall state 

whether any cost-sharing is required, 
and may set forth a target level of 
cost-sharing. Although technical con-
siderations are normally most impor-
tant, the degree of cost-sharing may be 
considered in a selection decision when 
cost becomes a determinative factor in 
a selection decision. 

[61 FR 14505, Apr. 2, 1996] 

Subpart 1516.4—Incentive 
Contracts 

1516.401–1 General. 

1516.401–70 Award term incentives. 
(a) Award term incentives enable a 

contractor to become eligible for addi-
tional periods of performance under a 
current contract by achieving pre-
scribed performance measures under 
that contract. 

(b) Award term incentives are de-
signed to motivate contractors to supe-

rior performance. Accordingly, the pre-
scribed performance measures, i.e., ac-
ceptable quality levels (AQL) which 
must be achieved by a contractor to be-
come eligible for an award term typi-
cally will be in excess of the AQLs nec-
essary for Government acceptance of 
contract deliverables. 

(c) The Award Term Incentive Plan 
sets forth the evaluation process, in-
cluding the evaluation criteria and per-
formance measures, and serves as the 
basis for award term decisions. The 
Award Term Incentive Plan may be 
unilaterally revised by the Govern-
ment. 

(d) Award term incentives may be 
used in conjunction with options. The 
Federal Acquisition Regulation does 
not prescribe a level of performance for 
the exercise of options, as contrasted 
with award term incentives, which 
should require superior performance as 
discussed in paragraph (b) of this sub-
section. Award term incentive periods 
will follow any option periods. 

(e)(1) The Government has the unilat-
eral right not to grant or to cancel 
award term incentive periods and the 
associated award term incentive plans 
if— 

(i) The Contracting Officer has failed 
to initiate an award term incentive pe-
riod, regardless of whether the contrac-
tor’s performance permitted the Con-
tracting Officer to consider initiating 
the award term incentive period; or 

(ii) The contractor has failed to 
achieve the performance measures for 
the corresponding evaluation period; or 

(iii) The Government notifies the 
contractor in writing it does not have 
funds available for the award term; or 

(iv) The Government no longer has a 
need for the award term incentive pe-
riod at or before the time an award 
term incentive period is to commence. 

(2) When an award term incentive pe-
riod is not granted or cancelled, any— 

(i) Prior award term incentive peri-
ods for which the contractor remains 
otherwise eligible are unaffected. 

(ii) Subsequent award term incentive 
periods are thereby also cancelled. 

(f) Award term incentives may be ap-
propriate for any type of service con-
tract. 

[73 FR 1980, Jan. 11, 2008] 
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