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SOUTHNAVFACENGCOM  INSTRUCTION  4858.1G





Subj:	CONSTRUCTION  CONTRACTOR  ORIGINATED VALUE ENGINEERING  CHANGE PROPOSALS





Ref:	(a)  FAR Clause 52.248-3 of March 1989


	(b)  NAVFACINST 4858.1C of Apr 1983


	(c)  Proposal/Estimate for Contract Modification, NAVFAC Form 4330/43





Encl:	(1)  Value Engineering Change Proposal Form, SOUTHNAVFACENGCOM 4852/2 (Rev 3-85)


	(2)  Examples of Approved VECPs


	(3)  Blank NAVFAC Form 4330/43





1.	Purpose.  This instruction establishes the policy and procedures, in accordance with references


 (a) and (b), for review and processing Value Engineering Change Proposals (VECPs) submitted by construction contractors.  This instruction is a complete revision and should be reviewed in its entirety.





2.	Cancellation  SOUTHNAVFACENGCOMINST 4858.1F OF 5 August 1989.





3.	Scope  This instruction pertains to VECPs initiated by the construction contractor under the provisions of the FAR, regardless of the monetary value of the VECP.





4.	Background   The FAR VECP incentive clause encourages the contractor to challenge outdated 


and overly - stringent Navy requirements and specifications.  The VECP clause rewards the contractor


 who proposes acceptable changes to the contract that will result in equal or better, but lower cost components for a construction contract.  These changes are mutually advantageous to the Navy and the contractor because both benefit from the resultant savings.  The FAR specifies that the contractor will receive 55% of the savings as an incentive and that profit will not be reduced as a result of an accepted VECP.  However money alone is not sufficient motivation when the contractor must fight time


 schedules, bad weather and potential liquidated damages caused by possible time delays.  Therefore, it


 is important that all personnel directly or indirectly involved in the VECP program adhere to the spirit 


as well as the details of the program.





5.	Policy.  The following policy shall apply to all engineering change proposals:





	a.	Promoting  Contractor  Participation  The FAR clause,  reference (a), shall be included in


 all fixed - price construction contracts greater than $100,000.  To further promote contractor


 participation, Code 077VGS shall send a letter to all contractors, who are awarded a contract greater


 than $100,000, providing information on the VECP program and encouraging them to participate in the
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 program.  Discussion of reference (a) shall also be included as part of the ROICC’s pre-construction conference.





	b.	Verbal Divulgence  Verbal divulgence of a VECP idea by the contractor will not


 jeopardize the contractor’s right to his fair share of the savings on the contract.  In fact, if the effort 


appears to be significant, contractors shall be encouraged to question the Government for


 receptiveness prior to the expenditure of time and money to prepare a complete submittal.





	c.	Review  A fair climate of review shall be assured the contractor for all VECPs.


  Contractors should be advised that objective, impartial and unbiased reviews to ferret out all favorable


 and unfavorable reasons for acceptance or rejection of the proposals will be conducted by SOUTHNAVFACENGCOM prior to rendering a final decision.





	d.	Processing Time  It is NAVFAC policy that all VECPs be completely evaluated wuithin


 21 calendar days or less.  Long drawn-out evaluations of VECPs are one of the major complaints voiced 


by the Associated General Contractors  (AGC), hindering the Navy’s VECP program.  In order to


 process  a change proposal, it is necessary for the contractor to formally submit a complete package for evaluation.





	e.	Receptiveness The contractor should be advised that informal receptiveness dpes not constitute final approval, but merely indicates the Governments’s willingness to research the the


 proposal  in greater depth.  The proposal shall not be rejected prior to concept and/or formal submission 


on the basis that the A/E is non-receptive.  The delegation of authority and decisions concerning VECPs rests with SOUTHNAVFACENGCOM.





	f.	Deliverable End Items  Design solutions which satisfy the functional requirements of the contract are valid VECPs and will not be rejected on the basis of a reduction in deliverable end item quantities.  For example, a VECP to reduce the amount of grass seed per acre was ruled by the Armed Services Board of Contract Appeals as a valid VECP.  In this example, the deliverable end item was the grass not the seed.





	g.	Contractor’s Profit  Contractor’s profit should not be adjusted downward as a result of  acceptance of a  VECP.  Contract modifications shall be negotiated without concern for profit on either


 the “original” condition or the “proposed” condition.





	h.	Business Clearances  All VECPs with an aggregate dollar value(additive plus deductive)


 in excess of $100,000 will require DCAA audit and a business clearance from the Contracting Officer.





6.	Procedure  The following procedures shall be followed to ensure an expeditious review:





	a.	The ROICC, upon receipt of a VECP, shall:








SOUTHNAVFACENGCOMINST 4858.1G





		(1)  Examine the proposal to ensure that the contractor has submitted the information required by the “Value Engineering - Construction” clause found in the Contract clauses.  The ROICC


 shall require the contractor to submit an original and four copies of enclosure (1), reference (c), and all other documents pertaining to the Value Engineering Change Proposal.  The ROICC shall forward the original and two copies to the SOUTHNAVFACENGCOM Code 077VGS via Code 05, along with an


 info copy to Code 077, to permit review and evaluation.  The ROICC’s comments and


 recommendation are solicited.





		(2)  Ensure  that the detailed material and labor breakdown with appropriate overhead,


 bond and other mark-ups for both the “original” (before) and “proposed” (after) conditions are


 included on reference (c).  Profit should not be included.





		(3)  Forward  one copy of the formal proposal to the A/E with instructions to send (within five calendar days) the original and two copies of his comments on feasibility of the proposed change


 and comments on cost directly to Code 077VGS.  An information copy of the ROICC’s forwarding


 letter shall be sent to Code 077VGS and Code 05(CAM).  The A/E shall be advised in the forwarding 


letter that “in the event the foregoing request is considered outside the scope of your work, a fee proposal shall be submitted to the appropriate Contracting Officer, Code 02, SOUTHNAVFACENGCOM and a


 fee shall be negotiated prior to execution of this request for action.”





		(4)  Prepare the Government estimate for determining if the proposal is fair and equitable. 


 In  unusual or complex circumstances, the ROICC may request assistance from SOUTHNAVFACENGCOM.





	b.	Code 05 Construction Area Manager’s comments are solicited with particular attention concerning any possible construction delay impact resulting from processing the change.  Comments


 may be handled informally.





	c.	VECPs for projects which were designed by Public Works Centers or Public Works Departments shall be forwarded by the ROICC to the PWD/PWD for evaluation in lieu of SOUTHNAVFACENGCOM.





7.	Acceptance of a VECP  Code 077VGS will coordinate the review of all VECPs for technical adequacy and prepare an appropriate response memo to the ROICC via the Code 05 Construction Area Manager, and the cognizant technical design division.  The Contracting Officer will then negotiate and


 issue a contract modification which will then negotiate and issue a contract modification which will constitute formal acceptance of the VECP.





8.	Rejection of a VECP  If a VECP cannot be accepted, Code 077VGS shall prepare a letter to the ROICC for signature by the Director, Cost Engineering Division.  Specific reasons for rejection of the VECP will be provided.  The Contracting Officer will then formally notify the contractor in writing of 


the decision outlining the reasons for rejection.  The decision to accept or reject all or part of any VECP


 is not subject to the Disputes clause.
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9.	Examples.  Enclosure (2) is a listing of typical VECPs that have been submitted and approved . 





10.	Action  Addressees shall adhere to the policy and procedures set forth in this instruction.  The 


value engineering  program has the highest attention at all levels of Government, and it is important


 that we promote this program to the maximum extent.





11.	Form Availability  Forms SOUTHNAVFACENGCOM 4858/2  (Rev. 3-85)  and NAVFAC
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 4330/43  (12/84) may be procured from Code 0162.


