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There are three options for termination of contracts. Once you have decided which method to pursue, be prepared to negotiate a fair and reasonable settlement. Remember that termination implies a breach of contract, and adequate compensation is appropriate.
	   1.
	Termination for Default (T4D).  When the contractor fails to perform as required, the CCO may be forced to terminate the existing contract and begin re-procurement under a new contract. Be aware, however, that defaulting a contractor may very well impact his reputation in the local economy. Additionally, if you anticipate needing to enter another contract with a specific vendor in the future (especially in areas with limited sources), defaulting that vendor on an existing contract may hinder future contracts.

	   
   2.
	
Termination for Convenience (T4C). The rapid pace at which requirements change can often result in a situation where the government no longer needs the supplies or services for which it has contracted. Asking a contractor to stop providing these supplies or services can often be met with confusion. Regardless of your reason for not wanting performance to continue, the contractor may perceive that you are simply not satisfied with his performance.

	   
   3.
	
Termination for Cause.  Contracts for commercial items purchased under the procedures outlined in FAR Part 12 may be terminated for convenience or for cause. In general, the constraints of FAR 49 (T4C) and FAR 49.4 (T4D) are inapplicable. Procedures for termination of commercial item contracts are provided at FAR 12.403.






	




	Ethical Considerations of Terminations: 

When considering a contract termination for the convenience of the Government, the CCO must weigh ethical considerations. There is usually a significant amount of command pressure to reduce the “footprint” (number of troops on the ground) which will typically result in eliminating many requirements that had been provided for by contract. Contractors in a contingency environment are providing goods and services at a time when DoD has been fairly demanding. They may incur excessive costs in order to perform in accordance with our requirements, and should be fairly compensated for doing so. The CCO may have to balance “fair and just” compensation against “legally sufficient” adjustment and allowability of costs.


FAR Subpart 49.1 provides specific definitions, policy, and limitations regarding the termination of contracts. 



