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49.113 Cost principles. 
The cost principles and procedures in 

the applicable subpart of part 31 shall, 
subject to the general principles in 
49.201, (a) be used in asserting, negoti-
ating, or determining costs relevant to 
termination settlements under con-
tracts with other than educational in-
stitutions, and (b) be a guide for the 
negotiation of settlements under con-
tracts for experimental, develop-
mental, or research work with edu-
cational institutions (but see 31.104).

49.114 Unsettled contract changes. 
(a) Before settlement of a completely 

terminated contract, the TCO shall ob-
tain from the contracting office a list 
of all related unsettled contract 
changes. The TCO shall settle, as part 
of final settlement, all unsettled con-
tract changes after obtaining the rec-
ommendations of the contracting office 
concerning the changes. 

(b) When the contract has been par-
tially terminated, any outstanding un-
settled contract changes will usually 
be handled by the contracting officer. 
However, the contracting officer may 
delegate this function to the TCO.

49.115 Settlement of terminated incen-
tive contracts. 

(a) Fixed-price incentive contracts. The 
TCO shall settle terminated fixed-price 
incentive (FPI) contracts under the 
provisions of paragraph (j) of the clause 
at 52.216–16, Incentive Price Revision—
Firm Target, and 52.249–2, Termination 
for Convenience of the Government 
(Fixed-Price). 

(1) Partial termination. Under a par-
tially terminated contract, the TCO 
shall negotiate a settlement as pro-
vided in the termination clause of the 
contract, and paragraph (j) of the 
clause at 52.216–16, Incentive Price Re-
vision—Firm Target, or paragraph (1) 
of the clause at 52.216–17, Incentive 
Price Revision—Successive Targets. 
The contracting officer shall apply the 
incentive price revision provisions to 
completed items accepted by the Gov-
ernment, including any for which the 
contractor may request reimbursement 
in the settlement proposal. The TCO 
shall reimburse the contractor at tar-
get price for completed articles in-
cluded in the settlement proposal for 

which a final price has not been estab-
lished. The TCO shall incorporate in 
the settlement agreement an appro-
priate reservation as to final price for 
these completed articles. 

(2) Complete termination. If any items 
were delivered and accepted by the 
Government, the contracting officer 
shall establish prices under the incen-
tive provisions of the contract. On the 
terminated portion of the contract, the 
provisions of the termination clause 
(see 52.249–2, Termination for Conven-
ience of the Government (Fixed-Price)) 
shall govern and the provisions of the 
incentive clause shall not apply. The 
TCO responsible for the termination 
settlement will ensure, on the basis of 
evidence considered proper (including 
coordination with the contracting offi-
cer), that no portion of the costs con-
sidered in the negotiations under the 
incentive provisions are included in the 
termination settlement. 

(b) Cost-plus-incentive-fee contracts. 
The TCO shall settle terminated cost-
plus-incentive-fee contracts under the 
clause at 52.249–6, Termination (Cost-
Reimbursement). 

(1) Partial termination. Under a partial 
termination, the TCO shall limit the 
settlement to an adjustment of target 
fee as provided in paragraph (e) of the 
clause at 52.216–10, Incentive Fee. The 
settlement agreement shall include a 
reservation regarding any adjustment 
of target cost resulting from the par-
tial termination. The contracting offi-
cer shall adjust the target cost, if re-
quired. 

(2) Complete termination. The parties 
shall negotiate the settlement under 
the provisions of subpart 49.3 and the 
clause at 52.249–6, Termination (Cost-
Reimbursement). The fee shall be ad-
justed on the basis of the target fee, 
and the incentive provisions shall not 
be applied or considered.

Subpart 49.2—Additional Prin-
ciples for Fixed-Price Con-
tracts Terminated for Conven-
ience

49.201 General. 

(a) A settlement should compensate 
the contractor fairly for the work done 
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