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PART 231–CONTRACT COST PRINCIPLES AND PROCEDURES
* * * * *

SUBPART 231.2–CONTRACTS WITH COMMERCIAL ORGANIZATIONS
* * * * *

231.205-70  External restructuring costs.
* * * * *


(b)  Definitions.  As used in this subsection:
* * * * *



(4)  “Restructuring costs” means the costs, including both direct and indirect, of restructuring activities.  Restructuring costs that may be allowed include, but are not limited to, severance pay for employees, early retirement incentive payments for employees, employee retraining costs, relocation expense for retained employees, and relocation and rearrangement of plant and equipment.  For purposes of this definition, if restructuring costs associated with external restructuring activities allocated to DoD contracts are less than $2.5 million, the costs shall not be subject to the audit, review, certification, and determination requirements of paragraph (c)(1[4]) of this subsection; instead, the normal rules for determining cost allowability in accordance with FAR Part 31 shall apply.  

* * * * *


(c)  Limitations on cost allowability. (1) Restructuring costs associated with external restructuring activities shall not be allowed unless--


(i[1])  Such costs are allowable in accordance with FAR Part 31 and DFARS Part 231;


(ii[2])  An audit of projected restructuring costs and restructuring savings is performed;

(iii[3])  The cognizant administrative contracting officer (ACO) reviews the audit report and the projected costs and projected savings, and negotiates an advance agreement in accordance with paragraph (d) of this subsection; and


(iv[4)(i])  For business combinations that occur after November 18, 1997, the Under Secretary of Defense (Acquisition, Technology, and Logistics) or the Principal Deputy [The official designated in paragraph (c)(4)(ii) of this subsection] determines in writing that the audited projected savings[, on a present value basis,] for DoD resulting from the restructuring will exceed either—

(A)  The costs allowed by a factor of at least two to one; or


(B)  The cost[s] allowed, and the business combination will result in the preservation of a critical capability that might otherwise be lost to DoD.


[(ii)(A)  If the amount of restructuring costs is expected to exceed $25 million over a 5-year period, the designated official is the Under Secretary of Defense (Acquisition, Technology, and Logistics) or the Principal Deputy.  This authority may not be delegated below the level of an Assistant Secretary of Defense.

(B)  For all other cases, the designated official is the Director of the Defense Contract Management Agency.  The Director may not delegate this authority.] 


(2)  The audit, review, certification, and determination required by paragraph (c)(1) of this subsection shall not apply to any business combination for which payments for restructuring costs were made before August 15, 1994, or for which the cognizant ACO executed an advance agreement establishing cost ceilings based on audit/negotiation of detailed cost proposals for individual restructuring projects before August 15, 1994.
* * * * *

(e)  Information needed to obtain certification and [a] determination.
* * * * *


(6)  The cognizant ACO’s recommendation for certification, or [a] determination, or both, as applicable.  This recommendation must clearly indicate one of the following, consistent with paragraph (c)(1[4])(iv) of this subsection:


(i)  Contractor projections of future of future cost savings resulting for DoD from the business combination are based on audited cost data and should result in overall reduced costs for the Department.


(ii)  The audited projected savings for DoD will exceed the costs allowed by a factor of at least two to one [on a present value basis].


(iii)  The business combination will result in the preservation of a critical capability that might otherwise be lost to DoD, and the audited projected savings [for DoD] will exceed the costs allowed [on a present value basis].

* * * * *
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