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MEMORANDUM FOR COMMANDER, UNITED STATES SPECIAL OPERATIONS

COMMAND (ATTN: ACQUISITION EXECUTIVE)

COMMANDER, UNITED STATES TRANSPORTATION
COMMAND (ATTN: ACQUISITION EXECUTIVE)

DEPUTY ASSISTANT SECRETARY OF THE ARMY
(PROCUREMENT)

DEPUTY ASSISTANT SECRETARY OF THE NAVY
(ACQUISITION AND PROCUREMENT)

DEPUTY ASSISTANT SECRETARY OF THE AIR FORCE
(CONTRACTING)

DIRECTORS OF THE DEFENSE AGENCIES

DIRECTORS OF THE DOD FIELD ACTIVITIES

SUBJECT: Class Deviation—Revision to Cost Accounting Standards Threshold

Effective immediately, contracting officers shall use the attached provision and clauses in
lieu of the following FAR provision and clauses:

FAR provision 52.230-1 Cost Accounting Standards Notices and Certification.
FAR clause 52.230-2 Cost Accounting Standards.

FAR clause 52.230-3 Disclosure and Consistency of Cost Accounting Standards.
FAR clause 52.230-4 Disclosure and Consistency of Cost Accounting Practices—
Foreign Concerns.

e FAR clause 52.230-5 Cost Accounting Standards—Educational Institution.

The attached provision and clauses shall be included in new solicitations and resultant
contracts in accordance with the prescriptions at FAR 30.201-3 and 30.201-4, except that the
contracting officer shall use the amount of $700,000 in lieu of $650,000, when applying the
prescription at 30.201-4(b).

This deviation implements the increase in the cost accounting standards threshold from
$650,000 to $700,000, as recently incorporated at 48 CFR 9901 and 9903 by the Cost
Accounting Standards Board (76 FR 79545).

This class deviation is effective upon signature, and remains in effect until incorporated
in the FAR or otherwise rescinded. My point of contact is Amy Williams, who may be reached

at 703-602-0328, or amy.williams@osd.mil. / \

Mard Gmm /

Director, Def= nse Procurement
and Acquisition Policy
A
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Class Deviation 2012-0003
Revision of Cost Accounting Standards Threshold

52.230-1 Cost Accounting Standards Notices and Certification
(Deviation).
As prescribed in 30.201-3, insert the following provision:

CoST ACCOUNTING STANDARDS NOTICES AND CERTIFICATION (DEVIATION 2012-
00003) (JAN 2012)

Note: This notice does not apply to small businesses or
foreign governments. This notice is in three parts,
identified by Roman numerals I through IITI.

Offerors shall examine each part and provide the requested
information in order to determine Cost Accounting Standards
(CAS) requirements applicable to any resultant contract.

If the offeror is an educational institution, Part II does not
apply unless the contemplated contract will be subject to full
or modified CAS coverage pursuant to 48 CFR 9903.201-2(c) (5) or
9903.201-2(c) (6), respectively.

I. DISCLOSURE STATEMENT—COST ACCOUNTING PRACTICES AND CERTIFICATION

(a) Any contract in excess of $700,000 resulting from this
solicitation will be subject to the requirements of the Cost
Accounting Standards Board (48 CFR Chapter 99), except for those
contracts which are exempt as specified in 48 CFR 9903.201-1.

(b) Any offeror submitting a proposal which, if accepted, will
result in a contract subject to the requirements of 48 CFR
Chapter 99 must, as a condition of contracting, submit a
Disclosure Statement as required by 48 CFR 9903.202. When
required, the Disclosure Statement must be submitted as a part
of the offeror’s proposal under this solicitation unless the
offeror has already submitted a Disclosure Statement disclosing
the practices used in connection with the pricing of this
proposal. If an applicable Disclosure Statement has already been
submitted, the offeror may satisfy the requirement for
submission by providing the information requested in
paragraph (c) of Part I of this provision.
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Caution: In the absence of specific regulations or agreement,
a practice disclosed in a Disclosure Statement shall not, by
virtue of such disclosure, be deemed to be a proper,
approved, or agreed-to practice for pricing proposals or
accumulating and reporting contract performance cost data.

(c) Check the appropriate box below:

[ ] (1) Certificate of Concurrent Submission of Disclosure
Statement. The offeror hereby certifies that, as a part of the
offer, copies of the Disclosure Statement have been submitted as
follows:

(i) Original and one copy to the cognizant Administrative
Contracting Officer (ACO) or cognizant Federal agency official
authorized to act in that capacity (Federal official), as
applicable; and

(ii) One copy to the cognizant Federal auditor.

(Disclosure must be on Form No. CASB DS-1 or CASB DS-2, as
applicable. Forms may be obtained from the cognizant ACO or
Federa; official and/or from the loose-leaf version of the
Federal Acquisition Regulation.)

Date of Disclosure Statement:
Name and Address of Cognizant ACO or Federal Official Where
Filed:

The offeror further certifies that the practices used in
estimating costs in pricing this proposal are consistent with
the cost accounting practices disclosed in the Disclosure
Statement.

[ 1 (2) Certificate of Previously Submitted Disclosure
Statement. The offeror hereby certifies that the required
Disclosure Statement was filed as follows:

Date of Disclosure Statement:
Name and Address of Cognizant ACO or Federal Official Where
Filed:
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The offeror further certifies that the practices used in
estimating costs in pricing this proposal are consistent with
the cost accounting practices disclosed in the applicable
Disclosure Statement.

[ 1 (3) Certificate of Monetary Exemption. The offeror
hereby certifies that the offeror, together with all divisions,
subsidiaries, and affiliates under common control, did not
receive net awards of negotiated prime contracts and
subcontracts subject to CAS totaling $50 million or more in the
cost accounting period immediately preceding the period in which
this proposal was submitted. The offeror further certifies that
if such status changes before an award resulting from this
proposal, the offeror will advise the Contracting Officer
immediately.

[ ] (4) Certificate of Interim Exemption. The offeror hereby
certifies that (i) the offeror first exceeded the monetary
exemption for disclosure, as defined in (3) of this subsection,
in the cost accounting period immediately preceding the period
in which this offer was submitted and (ii) in accordance with
48 CFR 9903.202-1, the offeror is not yet required to submit a
Disclosure Statement. The offeror further certifies that if an
award resulting from this proposal has not been made within
90 days after the end of that period, the offeror will
immediately submit a revised certificate to the Contracting
Officer, in the form specified under paragraph (c) (1) or (c) (2)
of Part I of this provision, as appropriate, to verify
submission of a completed Disclosure Statement.

Caution: Offerors currently required to disclose because they
were awarded a CAS-covered prime contract or subcontract of
$50 million or more in the current cost accounting period may
not claim this exemption (4). Further, the exemption applies
only in connection with proposals submitted before expiration
of the 90-day period following the cost accounting period in
which the monetary exemption was exceeded.

II. CoST ACCOUNTING STANDARDS—ELIGIBILITY FOR MODIFIED CONTRACT COVERAGE
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If the offeror is eligible to use the modified provisions of
48 CFR 9903.201-2(b) and elects to do so, the offeror shall
indicate by checking the box below. Checking the box below shall
mean that the resultant contract is subject to the Disclosure
and Consistency of Cost Accounting Practices clause in lieu of
the Cost Accounting Standards clause.

o The offeror hereby claims an exemption from the Cost
Accounting Standards clause under the provisions of 48 CFR
9903.201-2(b) and certifies that the offeror is eligible for
use of the Disclosure and Consistency of Cost Accounting
Practices clause because during the cost accounting period
immediately preceding the period in which this proposal was
submitted, the offeror received less than $50 million in
awards of CAS-covered prime contracts and subcontracts. The
offeror further certifies that if such status changes before
an award resulting from this proposal, the offeror will
advise the Contracting Officer immediately.

Caution: An offeror may not claim the above eligibility for
modified contract coverage if this proposal is expected to
result in the award of a CAS-covered contract of $50 million
or more or if, during its current cost accounting period, the
offeror has been awarded a single CAS-covered prime contract
or subcontract of $50 million or more.

ITII. ADDITIONAL COST ACCOUNTING STANDARDS APPLICABLE TO EXISTING CONTRACTS

The offeror shall indicate below whether award of the
contemplated contract would, in accordance with paragraph (a) (3)
of the Cost Accounting Standards clause, require a change in
established cost accounting practices affecting existing
contracts and subcontracts.

o Yeso No

(End of provision)
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Alternate I (Apr 1996). As prescribed in 30.201-3(b), add the
following paragraph (c) (5) to Part I of the basic provision:

o (5) Certificate of Disclosure Statement Due Date by
Educational Institution. If the offeror is an educational
institution that, under the transition provisions of 48 CFR
9903.202-1(f), is or will be required to submit a Disclosure
Statement after receipt of this award, the offeror hereby
certifies that (check one and complete):

o (i) A Disclosure Statement Filing Due Date of
has been established with the cognizant Federal

agency.
o (ii) The Disclosure Statement will be submitted within
the 6-month period ending months after receipt of

this award.

Name and Address of Cognizant ACO or Federal Official Where
Disclosure Statement is to be Filed:

52.230-2 Cost Accounting Standards (Deviation).
As prescribed in 30.201-4(a), insert the following clause:

CosT ACCOUNTING STANDARDS (DEVIATION) (JAN 2012)

(a) Unless the contract is exempt under 48 CFR 9903.201-1 and
9903.201-2, the provisions of 48 CFR Part 9903 are incorporated
herein by reference and the Contractor, in connection with this
contract, shall-—

(1) (CcAS-covered Contracts Only) By submission of a
Disclosure Statement, disclose in writing the Contractor’s cost
accounting practices as required by 48 CFR 9903.202-1 through
9903.202-5, including methods of distinguishing direct costs
from indirect costs and the basis used for allocating indirect
costs. The practices disclosed for this contract shall be the
same as the practices currently disclosed and applied on all
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other contracts and subcontracts being performed by the
Contractor and which contain a Cost Accounting Standards (CAS)
clause. If the Contractor has notified the Contracting Officer
that the Disclosure Statement contains trade secrets and
commercial or financial information which is privileged and
confidential, the Disclosure Statement shall be protected and
shall not be released outside of the Government.

(2) Follow consistently the Contractor’s cost accounting
practices in accumulating and reporting contract performance
cost data concerning this contract. If any change in cost
accounting practices is made for the purposes of any contract or
subcontract subject to CAS requirements, the change must be
applied prospectively to this contract and the Disclosure
Statement must be amended accordingly. If the contract price or
cost allowance of this contract is affected by such changes,
adjustment shall be made in accordance with paragraph (a) (4) or
(a) (5) of this clause, as appropriate.

(3) Comply with all CAS, including any modifications and
interpretations indicated thereto contained in 48 CFR Part 9904,
in effect on the date of award of this contract or, if the
Contractor has submitted certified cost or pricing data, on the
date of final agreement on price as shown on the Contractor’s
signed certificate of current cost or pricing data. The
Contractor shall also comply with any CAS (or modifications to
CAS) which hereafter become applicable to a contract or
subcontract of the Contractor. Such compliance shall be required
prospectively from the date of applicability to such contract or
subcontract.

(4) (i) (Agree to an equitable adjustment as provided in the
Changes clause of this contract if the contract cost is affected
by a change which, pursuant to paragraph (a)(3) of this clause,
the Contractor is required to make to the Contractor’s
established cost accounting practices.

(ii) Negotiate with the Contracting Officer to determine
the terms and conditions under which a change may be made to a
cost accounting practice, other than a change made under other
provisions of paragraph (a) (4) of this clause; provided that no
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agreement may be made under this provision that will increase
costs paid by the United States.
(iii) When the parties agree to a change to a cost

accounting practice, other than a change under
subdivision (a) (4) (i) of this clause, negotiate an equitable
adjustment as provided in the Changes clause of this contract.

(5) Agree to an adjustment of the contract price or cost
allowance, as appropriate, if the Contractor or a subcontractor
fails to comply with an applicable Cost Accounting Standard, or
to follow any cost accounting practice consistently and such
failure results in any increased costs paid by the United
States. Such adjustment shall provide for recovery of the
increased costs to the United States, together with interest
thereon computed at the annual rate established under
section 6621 (a) (2) of the Internal Revenue Code of 1986
(26 U.S.C. 6621(a) (2)) for such period, from the time the
payment by the United States was made to the time the adjustment
is effected. In no case shall the Government recover costs

greater than the increased cost to the Government, in the
aggregate, on the relevant contracts subject to the price
adjustment, unless the Contractor made a change in its cost
accounting practices of which it was aware or should have been
aware at the time of price negotiations and which it failed to
disclose to the Government.

(b) If the parties fail to agree whether the Contractor or a
subcontractor has complied with an applicable CAS in 48 CFR 9904
or a CAS rule or regulation in 48 CFR 9903 and as to any cost
adjustment demanded by the United States, such failure to agree
will constitute a dispute under the Contract Disputes Act
(41 U.S.C. 601).

(c) The Contractor shall permit any authorized representatives
of the Government to examine and make copies of any documents,
papers, or records relating to compliance with the requirements
of this clause.

(d) The Contractor shall include in all negotiated subcontracts
which the Contractor enters into, the substance of this clause,
except paragraph (b), and shall require such inclusion in all
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other subcontracts, of any tier, including the obligation to
comply with all CAS in effect on the subcontractor’s award date
or if the subcontractor has submitted certified cost or pricing
data, on the date of final agreement on price as shown on the
subcontractor’s signed Certificate of Current Cost or Pricing
Data. If the subcontract is awarded to a business unit which
pursuant to 48 CFR 9903.201-2 is subject to other types of CAS
coverage, the substance of the applicable clause set forth in
subsection 30.201-4 of the Federal Acquisition Regulation shall
be inserted. This requirement shall apply only to negotiated
subcontracts in excess of $700,000, except that the requirement
shall not apply to negotiated subcontracts otherwise exempt from
the requirement to include a CAS clause as specified in 48 CFR
9903.201-1.

(End of clause)

52.230-3 Disclosure and Consistency of Cost Accounting
Practices (Deviation).

As prescribed in 30.201-4(b) (1) (except that amount of $700,000
is to be used in lieu of $650,000), insert the following clause:

DISCLOSURE AND CONSISTENCY OF COST ACCOUNTING PRACTICES (DEVIATION 2012-
00003) (JAN 2012)

(a) The Contractor, in connection with this contract, shall-—

(1) Comply with the requirements of 48 CFR 9904.401,
Consistency in Estimating, Accumulating, and Reporting Costs;
48 CFR 9904.402, Consistency in Allocating Costs Incurred for
the Same Purpose; 48 CFR 9904.405, Accounting for Unallowable
Costs; and 48 CFR 9904.406, Cost Accounting Standard—Cost
Accounting Period, in effect on the date of award of this
contract as indicated in 48 CFR Part 9904.

(2) (CcAS-covered Contracts Only) If it is a business unit of
a company required to submit a Disclosure Statement, disclose in
writing its cost accounting practices as required by 48 CFR
9903.202-1 through 9903.202-5. If the Contractor has notified
the Contracting Officer that the Disclosure Statement contains
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trade secrets and commercial or financial information which is
privileged and confidential, the Disclosure Statement shall be
protected and shall not be released outside of the Government.

(3) (i) Follow consistently the Contractor’s cost accounting
practices. A change to such practices may be proposed, however,
by either the Government or the Contractor, and the Contractor
agrees to negotiate with the Contracting Officer the terms and
conditions under which a change may be made. After the terms and
conditions under which the change is to be made have been agreed
to, the change must be applied prospectively to this contract,
and the Disclosure Statement, if affected, must be amended
accordingly.

(ii) The Contractor shall, when the parties agree to a
change to a cost accounting practice and the Contracting Officer
has made the finding required in 48 CFR 9903.201-6(c), that the
change is desirable and not detrimental to the interests of the
Government, negotiate an equitable adjustment as provided in the
Changes clause of this contract. In the absence of the required
finding, no agreement may be made under this contract clause
that will increase costs paid by the United States.

(4) Agree to an adjustment of the contract price or cost
allowance, as appropriate, if the Contractor or a subcontractor
fails to comply with the applicable CAS or to follow any cost
accounting practice, and such failure results in any increased
costs paid by the United States. Such adjustment shall provide
for recovery of the increased costs to the United States
together with interest thereon computed at the annual rate
established under section 6621(a) (2) of the Internal Revenue
Code of 1986 (26 U.S.C. 6621(a)(2)), from the time the payment
by the United States was made to the time the adjustment is
effected.

(b) If the parties fail to agree whether the Contractor has
complied with an applicable CAS, rule, or regulation as
specified in 48 CFR 9903 and 9904 and as to any cost adjustment
demanded by the United States, such failure to agree will
constitute a dispute under the Contract Disputes Act
(41 U.S.C. 601).
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(¢) The Contractor shall permit any authorized representatives
of the Government to examine and make copies of any documents,
papers, and records relating to compliance with the requirements
of this clause.

(d) The Contractor shall include in all negotiated
subcontracts, which the Contractor enters into, the substance of
this clause, except paragraph (b), and shall require such
inclusion in all other subcontracts of any tier, except that—

(1) If the subcontract is awarded to a business unit which
pursuant to 48 CFR 9903.201-2 is subject to other types of CAS
coverage, the substance of the applicable clause set forth in
subsection 30.201-4 of the Federal Acquisition Regulation shall
be inserted.

(2) This requirement shall apply only to negotiated
subcontracts in excess of $700,000.

(3) The requirement shall not apply to negotiated
subcontracts otherwise exempt from the requirement to include a
CAS clause as specified in 48 CFR 9903.201-1.

(End of clause)

52.230-4 Disclosure and Consistency of Cost Accounting
Practices—Foreign Concerns (Deviation).
As prescribed in 30.201-4(c¢c), insert the following clause:

DISCLOSURE AND CONSISTENCY OF COST ACCOUNTING PRACTICES—FOREIGN CONCERNS
(DEVIATION 2012-00003) (JAN 2012)

(a) The Contractor, in connection with this contract, shall-—

(1) Comply with the requirements of 48 CFR 9904.401,
Consistency in Estimating, Accumulating, and Reporting Costs;
and 48 CFR 9904.402, Consistency in Allocating Costs Incurred
for the Same Purpose, in effect on the date of award of this
contract, as indicated in 48 CFR 9904.

(2) (Cost Accounting Standard (CAS)-covered Contracts Only) .
If it is a business unit of a company required to submit a
Disclosure Statement, disclose in writing its cost accounting
practices as required by 48 CFR 9903.202-1 through 48 CFR
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9903.202-5. If the Contractor has notified the Contracting
Officer that the Disclosure Statement contains trade secrets and
commercial or financial information which is privileged and
confidential, the Disclosure Statement shall be protected and
shall not be released outside of the U.S. Government.

(3) (i) Follow consistently the Contractor’s cost accounting
practices. A change to such practices may be proposed, however,
by either the U.S. Government or the Contractor, and the
Contractor agrees to negotiate with the Contracting Officer the
terms and conditions under which a change may be made. After the
terms and conditions under which the change is to be made have
been agreed to, the change must be applied prospectively to this
contract, and the Disclosure Statement, if affected, must be
amended accordingly.

(ii) The Contractor shall, when the parties agree to a
change to a cost accounting practice and the Contracting Officer
has made the finding required in 48 CFR 9903.201-6(c) that the
change is desirable and not detrimental to the interests of the
U.S. Government, negotiate an equitable adjustment as provided
in the Changes clause of this contract. In the absence of the
required finding, no agreement may be made under this contract
clause that will increase costs paid by the U.S. Government.

(4) Agree to an adjustment of the contract price or cost
allowance, as appropriate, if the Contractor or a subcontractor
fails to comply with the applicable CAS or to follow any cost
accounting practice, and such failure results in any increased
costs paid by the U.S. Government. Such adjustment shall provide
for recovery of the increased costs to the U.S. Government,
together with interest thereon computed at the annual rate
established under section 6621 (a) (2) of the Internal Revenue
Code of 1986 (26 U.S.C. 6621(a) (2)) for such period, from the
time the payment by the U.S. Government was made to the time the
adjustment is effected.

(b) If the parties fail to agree whether the Contractor has
complied with an applicable CAS rule, or regulation as specified
in 48 CFR 9903 and 48 CFR 9904 and as to any cost adjustment
demanded by the U.S. Government, such failure to agree will
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constitute a dispute under the Contract Disputes Act (41 U.S.C.
601).

(c) The Contractor shall permit any authorized representatives
of the U.S. Government to examine and make copies of any
documents, papers, and records relating to compliance with the
requirements of this clause.

(d) The Contractor shall include in all negotiated
subcontracts, which the Contractor enters into, the substance of
this clause, except paragraph (b), and shall require such
inclusion in all other subcontracts of any tier, except that—

(1) If the subcontract is awarded to a business unit which
pursuant to 48 CFR 9903.201-2 is subject to other types of CAS
coverage, the substance of the applicable clause prescribed in
FAR 30.201-4 shall be inserted.

(2) This requirement shall apply only to negotiated
subcontracts in excess of $700,000.

(3) The requirement shall not apply to negotiated
subcontracts otherwise exempt from the requirement to include a
CAS clause as specified in 48 CFR 9903.201-1.

(End of clause)

52.230-5 Cost Accounting Standards—Educational Institution
(Deviation).
As prescribed in 30.201-4(e), insert the following clause:

CoST ACCOUNTING STANDARDS—EDUCATIONAL INSTITUTION (DEVIATION 2012-00003)
(JAN 2012)

(a) Unless the contract is exempt under 48 CFR 9903.201-1 and
9903.201-2, the provisions of 48 CFR 9903 are incorporated
herein by reference and the Contractor, in connection with this
contract, shall-—

(1) (cAS-covered Contracts Only). If a business unit of an
educational institution required to submit a Disclosure
Statement, disclose in writing the Contractor’s cost accounting
practices as required by 48 CFR 9903.202-1 through 9903.202-5,
including methods of distinguishing direct costs from indirect
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costs and the basis used for accumulating and allocating
indirect costs. The practices disclosed for this contract shall
be the same as the practices currently disclosed and applied on
all other contracts and subcontracts being performed by the
Contractor and which contain a Cost Accounting Standards (CAS)
clause. If the Contractor has notified the Contracting Officer
that the Disclosure Statement contains trade secrets, and
commercial or financial information which is privileged and
confidential, the Disclosure Statement shall be protected and
shall not be released outside of the Government.

(2) Follow consistently the Contractor’s cost accounting
practices in accumulating and reporting contract performance
cost data concerning this contract. If any change in cost
accounting practices is made for the purposes of any contract or
subcontract subject to CAS requirements, the change must be
applied prospectively to this contract and the Disclosure
Statement, if required, must be amended accordingly. If an
accounting principle change mandated under Office of Management
and Budget (OMB) Circular A-21, Cost Principles for Educational
Institutions, requires that a change in the Contractor’s cost
accounting practices be made after the date of this contract
award, the change must be applied prospectively to this contract
and the Disclosure Statement, if required, must be amended
accordingly. If the contract price or cost allowance of this
contract is affected by such changes, adjustment shall be made
in accordance with paragraph (a) (4) or (a) (5) of this clause, as
appropriate.

(3) Comply with all CAS, including any modifications and
interpretations indicated thereto contained in 48 CFR 9905 in
effect on the date of award of this contract or, if the
Contractor has submitted certified cost or pricing data, on the
date of final agreement on price as shown on the Contractor’s
signed certificate of current cost or pricing data. The
Contractor shall also comply with any CAS (or modifications to
CAS) which hereafter become applicable to a contract or
subcontract of the Contractor. Such compliance shall be required
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prospectively from the date of applicability to such contract or
subcontract.

(4) (i) Agree to an equitable adjustment as provided in the
Changes clause of this contract if the contract cost is affected
by a change which, pursuant to paragraph (a) (3) of this clause,
the Contractor is required to make to the Contractor’s
established cost accounting practices.

(ii) Negotiate with the Contracting Officer to determine
the terms and conditions under which a change may be made to a
cost accounting practice, other than a change made under other
provisions of paragraph (a) (4) of this clause; provided that no
agreement may be made under this provision that will increase
costs paid by the United States.

(iii) When the parties agree to a change to a cost
accounting practice, other than a change under sub-
division (a) (4) (i) or (a) (4) (iv) of this clause, negotiate an
equitable adjustment as provided in the Changes clause of this
contract.

(iv) Agree to an equitable adjustment as provided in the
Changes clause of this contract, if the contract cost is
materially affected by an OMB Circular A-21 accounting principle
amendment which, on becoming effective after the date of
contract award, requires the Contractor to make a change to the
Contractor’s established cost accounting practices.

(5) Agree to an adjustment of the contract price or cost
allowance, as appropriate, if the Contractor or a subcontractor
fails to comply with an applicable Cost Accounting Standard, or
to follow any cost accounting practice consistently and such
failure results in any increased costs paid by the United
States. Such adjustment shall provide for recovery of the
increased costs to the United States, together with interest
thereon computed at the annual rate established under
section 6621 (a) (2) of the Internal Revenue Code of 1986
(26 U.S.C. 6621(a) (2)) for such period, from the time the
payment by the United States was made to the time the adjustment
is effected. In no case shall the Government recover costs
greater than the increased cost to the Government, in the
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aggregate, on the relevant contracts subject to the price
adjustment, unless the Contractor made a change in its cost
accounting practices of which it was aware or should have been
aware at the time of price negotiations and which it failed to
disclose to the Government.

(b) If the parties fail to agree whether the Contractor or a
subcontractor has complied with an applicable CAS or a CAS rule
or regulation in 48 CFR 9903 and as to any cost adjustment
demanded by the United States, such failure to agree will
constitute a dispute under the Contract Disputes Act
(41 U.S.C. 601).

(c) The Contractor shall permit any authorized representatives
of the Government to examine and make copies of any documents,
papers, or records relating to compliance with the requirements
of this clause.

(d) The Contractor shall include in all negotiated subcontracts
which the Contractor enters into, the substance of this clause,
except paragraph (b), and shall require such inclusion in all
other subcontracts, of any tier, including the obligation to
comply with all applicable CAS in effect on the subcontractor’s
award date or, if the subcontractor has submitted certified cost
or pricing data, on the date of final agreement on price as
shown on the subcontractor’s signed Certificate of Current Cost
or Pricing Data, except that—

(1) If the subcontract is awarded to a business unit which
pursuant to 48 CFR 9903.201-2 is subject to other types of CAS
coverage, the substance of the applicable clause set forth in
48 CFR 9903.201-4 shall be inserted;

(2) This requirement shall apply only to negotiated
subcontracts in excess of $700,000; and

(3) The requirement shall not apply to negotiated
subcontracts otherwise exempt from the requirement to include a
CAS clause as specified in 48 CFR 9903.201-1.

(End of clause)
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