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equitable adjustment shall include any in-
creased cost reasonably incurred by the Con-
tractor in attempting to comply with the de-
fective specifications.

(e) The Contractor must assert its right to
an adjustment under this clause within 30
days after (1) receipt of a written change
order under paragraph (a) of this clause or (2)
the furnishing of a written notice under
paragraph (b) of this clause, by submitting
to the Contracting Officer a written state-
ment describing the general nature and
amount of proposal, unless this period is ex-
tended by the Government. The statement of
proposal for adjustment may be included in
the notice under paragraph (b) above.

(f) No proposal by the Contractor for an eq-
uitable adjustment shall be allowed if as-
serted after final payment under this con-
tract.

(End of clause)

[48 FR 42478, Sept. 19, 1983, as amended at 52
FR 30079, Aug. 12, 1987]

52.243-5 Changes and Changed Condi-
tions.

As prescribed in 43.205(e), insert the
following clause:

CHANGES AND CHANGED CONDITIONS (APR
1984)

(a) The Contracting Officer may, in writ-
ing, order changes in the drawings and speci-
fications within the general scope of the con-
tract.

(b) The Contractor shall promptly notify
the Contracting Officer, in writing, of sub-
surface or latent physical conditions dif-
fering materially from those indicated in
this contract or unknown unusual physical
conditions at the site before proceeding with
the work.

(c) If changes under paragraph (a) or condi-
tions under paragraph (b) increase or de-
crease the cost of, or time required for per-
forming the work, the Contracting Officer
shall make an equitable adjustment (see
paragraph (d)) upon submittal of a proposal
for adjustment (hereafter referred to as pro-
posal) by the Contractor before final pay-
ment under the contract.

(d) The Contracting Officer shall not make
an equitable adjustment under paragraph (b)
unless—

(1) The Contractor has submitted and the
Contracting Officer has received the required
written notice; or

(2) The Contracting Officer waives the re-
quirement for the written notice.

(e) Failure to agree to any adjustment
shall be a dispute under the Disputes clause.

52.243-7
(End of clause)

[48 FR 42478, Sept. 19, 1983, as amended at 60
FR 34761, July 3, 1995]

52.243-6 Change Order Accounting.

As prescribed in 43.205(f), the con-
tracting officer may insert a clause,
substantially the same as follows:

CHANGE ORDER ACCOUNTING (APR 1984)

The Contracting Officer may require
change order accounting whenever the esti-
mated cost of a change or series of related
changes exceeds $100,000. The Contractor, for
each change or series of related changes,
shall maintain separate accounts, by job
order or other suitable accounting proce-
dure, of all incurred segregable, direct costs
(less allocable credits) of work, both changed
and not changed, allocable to the change.
The Contractor shall maintain such accounts
until the parties agree to an equitable ad-
justment for the changes ordered by the Con-
tracting Officer or the matter is conclusively
disposed of in accordance with the Disputes
clause.

(End of clause)

[48 FR 42478, Sept. 19, 1983, as amended at 54
FR 29297, July 11, 1989; 56 FR 15156, Apr. 15,
1991]

52.243-7 Notification of Changes.

As prescribed in 43.107, the con-
tracting officer may insert a clause
substantially the same as the following
in solicitations and contracts. The
clause is available for use primarily in
negotiated research and development
or supply contracts for the acquisition
of major weapon systems or principal
subsystems. If the contract amount is
expected to be less than $1,000,000, the
clause shall not be used, unless the
contracting officer anticipates that sit-
uations will arise that may result in a
contractor alleging that the Govern-
ment has effected changes other than
those identified as such in writing and
signed by the contracting officer.

NOTIFICATION OF CHANGES (APR 1984)

(a) Definitions.

Contracting Officer, as used in this clause,
does not include any representative of the
Contracting Officer.

Specifically Authorized Representative (SAR),
as used in this clause, means any person the
Contracting Officer has so designated by

289



52.243-7

written notice (a copy of which shall be pro-
vided to the Contractor) which shall refer to
this subparagraph and shall be issued to the
designated representative before the SAR ex-
ercises such authority.

(b) Notice. The primary purpose of this
clause is to obtain prompt reporting of Gov-
ernment conduct that the Contractor con-
siders to constitute a change to this con-
tract. Except for changes identified as such
in writing and signed by the Contracting Of-
ficer, the Contractor shall notify the Admin-
istrative Contracting Officer in writing
promptly, within  (to be negotiated) cal-
endar days from the date that the Con-
tractor identifies any Government conduct
(including actions, inactions, and written or
oral communications) that the Contractor
regards as a change to the contract terms
and conditions. On the basis of the most ac-
curate information available to the Con-
tractor, the notice shall state—

(1) The date, nature, and circumstances of
the conduct regarded as a change;

(2) The name, function, and activity of
each Government individual and Contractor
official or employee involved in or knowl-
edgeable about such conduct;

(3) The identification of any documents
and the substance of any oral communica-
tion involved in such conduct;

(4) In the instance of alleged acceleration
of scheduled performance or delivery, the
basis upon which it arose;

(5) The particular elements of contract per-
formance for which the Contractor may seek
an equitable adjustment under this clause,
including—

(i) What contract line items have been or
may be affected by the alleged change;

(ii) What labor or materials or both have
been or may be added, deleted, or wasted by
the alleged change;

(iii) To the extent practicable, what delay
and disruption in the manner and sequence
of performance and effect on continued per-
formance have been or may be caused by the
alleged change;

(iv) What adjustments to contract price,
delivery schedule, and other provisions af-
fected by the alleged change are estimated;
and

(6) The Contractor’s estimate of the time
by which the Government must respond to
the Contractor’s notice to minimize cost,
delay or disruption of performance.

(c) Continued performance. Following sub-
mission of the notice required by (b) above,
the Contractor shall diligently continue per-
formance of this contract to the maximum
extent possible in accordance with its terms
and conditions as construed by the Con-
tractor, unless the notice reports a direction
of the Contracting Officer or a communica-
tion from a SAR of the Contracting Officer,
in either of which events the Contractor
shall continue performance; provided, how-

48 CFR Ch. 1 (10-1-02 Edition)

ever, that if the Contractor regards the di-
rection or communication as a change as de-
scribed in (b) above, notice shall be given in
the manner provided. All directions, commu-
nications, interpretations, orders and similar
actions of the SAR shall be reduced to writ-
ing promptly and copies furnished to the
Contractor and to the Contracting Officer.
The Contracting Officer shall promptly
countermand any action which exceeds the
authority of the SAR.

(d) Govermment response. The Contracting
Officer shall promptly, within  (to be nego-
tiated) calendar days after receipt of notice,
respond to the notice in writing. In respond-
ing, the Contracting Officer shall either—

(1) Confirm that the conduct of which the
Contractor gave notice constitutes a change
and when necessary direct the mode of fur-
ther performance;

(2) Countermand any communication re-
garded as a change;

(3) Deny that the conduct of which the
Contractor gave notice constitutes a change
and when necessary direct the mode of fur-
ther performance; or

(4) In the event the Contractor’s notice in-
formation is inadequate to make a decision
under (1), (2), or (3) above, advise the Con-
tractor what additional information is re-
quired, and establish the date by which it
should be furnished and the date thereafter
by which the Government will respond.

(e) Equitable adjustments. (1) If the Con-
tracting Officer confirms that Government
conduct effected a change as alleged by the
Contractor, and the conduct causes an in-
crease or decrease in the Contractor’s cost
of, or the time required for, performance of
any part of the work under this contract,
whether changed or not changed by such
conduct, an equitable adjustment shall be
made—

(i) In the contract price or delivery sched-
ule or both; and

(ii) In such other provisions of the contract
as may be affected.

(2) The contract shall be modified in writ-
ing accordingly. In the case of drawings, de-
signs or specifications which are defective
and for which the Government is responsible,
the equitable adjustment shall include the
cost and time extension for delay reasonably
incurred by the Contractor in attempting to
comply with the defective drawings, designs
or specifications before the Contractor iden-
tified, or reasonably should have identified,
such defect. When the cost of property made
obsolete or excess as a result of a change
confirmed by the Contracting Officer under
this clause is included in the equitable ad-
justment, the Contracting Officer shall have
the right to prescribe the manner of disposi-
tion of the property. The equitable adjust-
ment shall not include increased costs or
time extensions for delay resulting from the
Contractor’s failure to provide notice or to
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continue performance as provided, respec-
tively, in (b) and (c) above.

NoOTE: The phrases contract price and cost
wherever they appear in the clause, may be
appropriately modified to apply to cost-re-
imbursement or incentive contracts, or to
combinations thereof.

(End of clause)

[48 FR 42478, Sept. 19, 1983, as amended at 55
FR 25534, June 21, 1990; 55 FR 38518, Sept. 18,
1990]

52.244-1 [Reserved]

52.244-2 Subcontracts.

As prescribed in 44.204(a)(1),
the following clause:

insert

SUBCONTRACTS (AUG 1998)

(a) Definitions. As used in this clause—

Approved purchasing system means a Con-
tractor’s purchasing system that has been
reviewed and approved in accordance with
Part 44 of the Federal Acquisition Regula-
tion (FAR).

Consent to subcontract means the Con-
tracting Officer’s written consent for the
Contractor to enter into a particular sub-
contract.

Subcontract means any contract, as defined
in FAR Subpart 2.1, entered into by a sub-
contractor to furnish supplies or services for
performance of the prime contract or a sub-
contract. It includes, but is not limited to,
purchase orders, and changes and modifica-
tions to purchase orders.

(b) This clause does not apply to sub-
contracts for special test equipment when
the contract contains the clause at FAR
52.245-18, Special Test Equipment.

(c) When this clause is included in a fixed-
price type contract, consent to subcontract
is required only on unpriced contract actions
(including unpriced modifications or un-
priced delivery orders), and only if required
in accordance with paragraph (d) or (e) of
this clause.

(d) If the Contractor does not have an ap-
proved purchasing system, consent to sub-
contract is required for any subcontract
that—

(1) Is of the cost-reimbursement, time-and-
materials, or labor-hour type; or

(2) Is fixed-price and exceeds—

(i) For a contract awarded by the Depart-
ment of Defense, the Coast Guard, or the Na-
tional Aeronautics and Space Administra-
tion, the greater of the simplified acquisi-
tion threshold or 5 percent of the total esti-
mated cost of the contract; or

(ii) For a contract awarded by a civilian
agency other than the Coast Guard and the
National Aeronautics and Space Administra-
tion, either the simplified acquisition

52.244-2

threshold or 5 percent of the total estimated
cost of the contract.

(e) If the Contractor has an approved pur-
chasing system, the Contractor nevertheless
shall obtain the Contracting Officer’s writ-
ten consent before placing the following sub-
contracts:

(f)(1) The Contractor shall notify the Con-
tracting Officer reasonably in advance of
placing any subcontract or modification
thereof for which consent is required under
paragraph (c), (d), or (e) of this clause, in-
cluding the following information:

(i) A description of the supplies or services
to be subcontracted.

(ii) Identification of the type of sub-
contract to be used.

(iii) Identification of the proposed subcon-
tractor.

(iv) The proposed subcontract price.

(v) The subcontractor’s current, complete,
and accurate cost or pricing data and Certifi-
cate of Current Cost or Pricing Data, if re-
quired by other contract provisions.

(vi) The subcontractor’s Disclosure State-
ment or Certificate relating to Cost Ac-
counting Standards when such data are re-
quired by other provisions of this contract.

(vii) A negotiation memorandum reflect-
ing—

(A) The principal elements of the sub-
contract price negotiations;

(B) The most significant considerations
controlling establishment of initial or re-
vised prices;

(C) The reason cost or pricing data were or
were not required;

(D) The extent, if any, to which the Con-
tractor did not rely on the subcontractor’s
cost or pricing data in determining the price
objective and in negotiating the final price;

(E) The extent to which it was recognized
in the negotiation that the subcontractor’s
cost or pricing data were not accurate, com-
plete, or current; the action taken by the
Contractor and the subcontractor; and the
effect of any such defective data on the total
price negotiated;

(F) The reasons for any significant dif-
ference between the Contractor’s price objec-
tive and the price negotiated; and

(G) A complete explanation of the incen-
tive fee or profit plan when incentives are
used. The explanation shall identify each
critical performance element, management
decisions used to quantify each incentive
element, reasons for the incentives, and a
summary of all trade-off possibilities consid-
ered.

(2) The Contractor is not required to notify
the Contracting Officer in advance of enter-
ing into any subcontract for which consent
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