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PARTpurt 15— VAU ENGINEERING- _vae

Engineering

48.001 Definitions.

Subpart 48.1 - Policies and Procedures
48.101 General.

48.102 Policies.

Subpart 48.2 - Contract Clauses

48.201 Clauses for supply or service contracts.

48.202 Clause for construction contracts.

48.001 Definitions.

As used in this subpartpart—

Acquisition savings means savings resulting from the application of a value engineering change
proposal (VECP) to contracts awarded by the same contracting office of its successor for
essentially the same unit. Acquisition savings include—

(1) Instant contract savings, that are the net cost reductions on the contract under which the
VECP is submitted and accepted, and that are equal to the instant unit cost reduction multiplied
by the number of instant contract units affected by the VECP, less the eentractor'scontractor’s
allowable development and implementation costs;

(2) Concurrent contract savings, that are net reductions in the prices of other contracts that are
definitized and ongoing at the time the VECP is accepted; and

(3) Future contract savings, that are the product of the future unit cost reduction multiplied by
the number of future contract units in the sharing base. On an instant contract, future contract
savings include savings on increases in quantities after VECP acceptance that are due to
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contract modifications, exercise of options, additional orders, and funding of subsequent year
requirements on a multiyear contract.

Collateral costs means agency costs of operation, maintenance, logistic support, or Government-
furnished property.

Collateral savings means those measurable net reductions resulting from a VECP in the
ageney'sagency’s overall projected collateral costs, exclusive of acquisition savings, whether or
not the acquisition cost changes.

Contracting office includes any contracting office that the acquisition is transferred to, such as
another branch of the agency or another ageney'sagency’s office that is performing a joint
acquisition action.

ContractorsContractor’s development and implementation costs means those costs the
contractor incurs on a VECP specifically in developing, testing, preparing, and submitting the
VECP, as well as those costs the contractor incurs to make the contractual changes required by
Government acceptance of a VECP.

Future unit cost reduction means the instant unit cost reduction adjusted as the contracting
officer considers necessary for projected learning or changes in quantity during the sharing
period. It is calculated at the time the VECP is accepted and applies either—

(1) throughout the sharing period, unless the contracting officer decides that recalculation is
necessary because conditions are significantly different from those previously anticipated, or

(2) to the calculation of a lump-sum payment, that cannot later be revised.

Instant contract means the contract under which the VECP is submitted. It does not include
increases in quantities after acceptance of the VECP that are due to contract modifications,
exercise of options, or additional orders. If the contract is a multiyear contract, the term does not
include quantities funded after VECP acceptance. In a fixed-price contract with prospective price
redetermination, the term refers to the period for which firm prices have been established.

Instant unit cost reduction means the amount of the decrease in unit cost of performance
(without deducting any eentraeter'scontractor’s development or implementation costs) resulting
from using the VECP on the instant contract. In service contracts, the instant unit cost reduction
is normally equal to the number of hours per line-item task saved by using the VECP on the
instant contract, multiplied by the appropriate contract labor rate.



48https://www.acquisition.gov/far-overhaul/far-part-deviation-guide/far-overhaul-part-48
(copied 8/28/2025)

Sharing base means the number of affected end items on contracts of the contracting office
accepting the VECP.

Sharing period means the period beginning with acceptance of the first unit incorporating the
VECP and ending at a calendar date or event determined by the contracting officer for each
VECP.

Unit means the item or task to which the contracting officer and the contractor agree the VECP
applies.

Value engineering proposal means, in connection with an A-E contract, a change proposal
developed by employees of the Federal Government or contractor value engineering personnel
under contract to an agency to provide value engineering services for the contract or program.

Subpart 48.1—

Policies and Procedures

48.101 General.

Value engineering is a formal technique where contractors may (1) voluntarily
suggest more economical methods for-performing mere-economieally-and share in-any

resulting savings or

(2) be required to establ—tsfh—aﬁegfam create Qrogram s to 1dent1fy and submit more econom1cal
methods to the Government - : : : :
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48.102 Policies.

(a) As reguired-by41 U.S.C. 1711 requires, agencies shall-establishmust create and maintain
cost-effective value engineering procedures-and-processes. Agencies shal-previdemust offer
contractors a-substantial financial neentiveincentives to develop and submit VECP'sVECPs.
Contracting aetivities-witloffices must include value engineering provisions in appropriate
supply, service, architect-engineer and construction contracts as preseribed-bysections 48.201

and 48.202 direct, except where exemptions are granted on a casc-by-case basis. or for specilie

classes-of-contraets;bywhen the agency head_grants exemptions for specific cases or contract
classes.

(+b) Agencies-otherthan-the DepartmentNon-Department of Defense shallagencies must use
the value engineering program requirement clause (52.248-1, Alternates I or II) in initial

production contracts for major systems p*egram&ése%deﬁmﬂe&eﬁmajer—syﬁeﬁ%@%
and-forecontractsforand for major systems research and development exeept-wherecontracts.
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Exceptions apply when the contracting officer determines and documents the-file-te-refleet-that
such use is net-apprepriateinappropriate.

(2¢) Ia-Department of Defense contracts; must include the VE program requirement clause
(52.248-1, Alternates I or I);shal-beplaced- in initial production solicitations and contracts

(first and second preduetion-buys) for major system aegquisitionprograms-as-defined
m cgulsltlons unde DoD Dlrectlve 5000 lﬁeept—&s—speekﬁed—m—wbmrs—éd-}@—}éﬁ—aﬂd

pfeé&eﬁeﬂ—eeﬂ&aets— Excep_tlons 1nclude

(11) Whereinthejudgment-of the-contracting officer;Cases where the prime contractor
has demenstrated-anproven effective VE program-during-eitherwork in earlier program

phases;- or during-otherrecent-comparablesimilar production contracts.
(1#2) Whieh-areContracts awarded en-the-basis-ofthrough competition.
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Subpart 48.2— - Contract Clauses

48.201 Clauses for supply or service contracts.

(a) General. The contracting officer shall-insertmust add a value engineering clause #to

solicitations and contracts when-the-contractamountis-expeeted-to-exeeedexceeding the
simplified acquisition threshold, except as speettiedin-subparagraphsnoted in paragraphs
Q(l) through (5) and +1+paragraph (t)—belew—A—valﬁ%el@HeeFmg_ela&semay—b%melﬁded—m

Hﬂiess W1thout aggroval from the chief of the contractlng ofﬁceau%heﬂ%es%&me}uswﬂ,—the
contracting-officer shall notinelude, a value engineering clause must not be included in

solicitations and contracts— for:

(1) EerresearehResearch and development etherthanexcept full-scale development;

(2) EerengineeringEngineering services from netfer-prefiternonprofit organizations;
(3) EerpersenalPersonal services (see subpart37-+tpart 37);

(4) PrevidineforpreduetProduct or component improvement, unless the value
engineering incentive applieation-isrestrietedapplies only to areas not covered by
improvement provisions-ferpreduect-or-componentimprovement;

(5) EoreommeretalCommercial products (see-part+H)-that-de-netinvelvewithout special
packaging speetfications-or other speetal-requirements-erspeeifieations; or

(6) WhenContracts exempted by the agency head has-exempted-the-contract(ora-class-of
contracts)-fromthe requirements-offrom part 48 requirements.

(b) Value engineering incentive. To previdecreate a value engineering incentive, the
contracting officer shall-insert-themust add clause at-52.248-1, Value Engineering, #1to
solicitations and contracts exeept-as-providedwith exceptions noted in paragraph (a) abeve-{but
see-subparagraphand considerations in paragraph (e)(1) belew)-of this section..

(c) Value engineering program requirement.

11 -



48https://www.acquisition.gov/far-overhaul/far-part-deviation-guide/far-overhaul-part-48
(copied 8/28/2025)

(1) HaFor mandatory value engineering effertis-appropriate{-eif thecontracting

officer-considers-thatefforts (when substantial government savings te-the-Gevernment

may result from a-sustained-value-engineering, specified effort efaspeetfiedlevellevels),
the contracting officer shallmust use the clause with #s-Alternate [{but-see-subparagraph,

noting considerations in paragraph (e)(2) belewjof this section.

(2) The government may specify the value engineering program requirement may-be
speerﬁeekby—the@evemmentln the sohc1tat10ner—m4heeaseef In negotlated

ﬂegetlatreﬂ ontracts2 contractors may propose 1t in the1r offers as a negotlatlon topic. The
program requirement shal-be-shown-as-aseparatelypricedmust appear as a separate line

item in the contract Schedule.

(d) Value engineering incentive and program requirement.

(1) EWhen both a value engineering incentive and a-andatory-program requirement are
appropriate, the contracting officer shallmust use the clause with #s-Alternate [I(butsee

subparagraph, noting considerations in paragraph (e)(3) belewof this section.

(2) The contract shallrestrietmust limit the value engineering program requirementto

wel-defined-areas-of performanee-designatedto clearly defined performance areas listed
by line item-in-the-contract-Sehedule. Alternate II applies a value engineering program to

thethose specified areas and a value engineering incentive to theremainingall other
contract areas-efthe-contraet.

(e) CollateralWhen calculating collateral savings eemputation-not-cost-effeetive—tHcosts more

than the beneﬁts the head of the contractrng act1V1ty determrnes—fer—areentraet—er—elassef

beelerwed—max deterrnln the contractlng ofﬁcer shaHmust use the clause w1th&ts—

(1) Alternate III +#=afor value engineering ineentive-isinvelvedincentives;

(2) Alternate III and Alternate I #-afor value engineering program reguirementis
invelvedrequirements; or

(3) Alternate IIT and Alternate II if-bothan-incentive-and-afor combined incentives and

program reguirement-are-velvedrequirements.

Gevemment—requ&es—&nd—pays—fer—aArchztect-engmeer contracts. For contracts requiring
specific value engineering effort in architect-engineer eontracts—Fhe-elause-atwork, the

contracting officer must add clause 52.248-2, Value Engineering Architect-Engineer. Clause
52.248-1, Value Engineering, shallnetbeusedinmust not appear in architect-engineer

sohcrtatrons and contractsfer-architeet-engineerserviees.
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(g) Engineering-developmentsolicitations-and-eontracts—For engineering-development
solicitations and contracts. and solicitations and contracts containing low-rate-initial-
preduetien-orthose with early production units, the contracting officer must modify the-clause

at-52.248-1-Value Engineering- by—:

(l) Revrsngeplacmg the text in paragraph (1)(3)(1) of the clause by—subsﬂtutmg—a

umts—seheduled—fer—deh%ew—dtmmg—th%sharmg—peﬂed—andwnh language abou
quantities delivered over 36-60 months during peak production; and

(2) ReV151ng the ﬁrst sentence unelenn paragraph (3) of the deﬁn1t1on of “"acqu151t10n

N

with s1m1lar language about
guantities over 36-60 months during peak p_roductlon

(h) EaetendedF or extended product1on perwd-sokett&tmn&%d—eemaets—lmsehertaﬂens—and
5 o ton-(e-gperiods (like ship

construct10n— or major system—aeqmsmen}—lf gstems ), when agency procedures
preseriberequire sharing ef-future contract savings on all units te-be-delivered under contracts

awarded during the sharing period-{see48104-He)), the contracting officer must modify the
clause at-52.248-1-Value Engineering- by revising its paragraph (i)(3)(i) efthe-elause-and the

first sentence under paragraph (3) of the definition of “"acquisition savings™bysubstituting
iunder w1th language about contracts awarded during the sharing period”ferduring-the

48.202 Clause for construction contracts.

The-contracting-officer shall-insertInsert the clause at-52.248-3, Value Engineering—
CenstruetionEngineering-Construction, in construction solicitations and contracts when-the

contract-amountis-estimated-to-exeeedexceeding the simplified acquisition threshold, unless
creating an incentive contract%ee%mpmediﬂ%een#aeuﬂgefﬁeeﬁnayﬁﬂelﬁd%theelausem

eentraetmguefﬁe%shall—net—melad&theel—ause This clause must not appea in 1ncent1ve type

construction contracts. HWhen computing and tracking collateral savings costs more than the
beneﬁts2 as determmed by the head of the contractmg> act1v1ty%letemmes4hat—thec—este£

the contract1ng> ofﬁcer shallmust use the clause with 1ts Alternate L.
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