
3.10.6-3 Termination - Cost-Reimbursement - Alternate IV (February 2003) 
Time and Material and Labor Hour Contracts. If the contract is a time-and-material or labor-hour 
contract, the contracting officer may use Alternate IV, which substitutes the following paragraphs 
(g) and (k) for paragraphs (g) and (k) of the basic clause: 
(g) If the Contractor and the Contracting Officer fail to agree in whole or in part on the amount to 
be paid because of the termination of work, the Contracting Officer shall determine, on the basis 
of information available, the amount, if any, due the Contractor and shall pay the amount 
determined as follows: 

(1) If the termination is for the convenience of the Government, include-- 

(i) An amount for direct labor hours (as defined in the Schedule 
of the contract) determined by multiplying the number of direct 
labor hours expended before the effective date of termination by 
the hourly rate(s) in the Schedule, less any hourly rate payments 
already made to the Contractor; 

(ii) An amount (computed under the provisions for payment of 
materials) for material expenses incurred before the effective 
date of termination, not previously paid to the Contractor; 

iii) An amount for labor and material expenses computed as if 
the expenses were incurred before the effective date of 
termination, if they are reasonably incurred after the effective 
date, with the approval of or as directed by the Contracting 
Officer; however, the Contractor shall discontinue these 
expenses as rapidly as practicable; 

(iv) If not included in (i), (ii), or (iii) above, the cost of settling and 
paying termination settlement proposals under terminated 
subcontracts that are properly chargeable to the terminated 
portion of contract; and 

(v) The reasonable costs of settlement of the work terminated, 
including- 

(A) Accounting, legal, clerical, and other 
expenses reasonably necessary for the 
preparation of termination settlement proposals 
and supporting data; 

(B) termination and settlement of subcontracts 
(excluding the amounts of such settlements); 
and 

(C) Storage, transportation, and other costs 
incurred, necessary for the protection or 
disposition of the termination inventory. 

(2) If the termination is for default of the Contractor, include the amounts 
computed under (1) above but omit- 



(i) Any amount for preparation of the Contractor's termination 
settlement proposal; and 

(ii) The portion of the hourly rate allocable to profit for any direct 
labor hours expended in furnishing materials and services not 
delivered to and accepted by the Government. 

(k) If the termination is partial, the Contractor may file with the Contracting Officer a proposal for 
an equitable adjustment of price(s) for the continued portion of the contract. The Contracting 
Officer shall make any equitable adjustment agreed upon. Any proposal by the Contractor for an 
equitable adjustment under this clause shall be requested within 90 days from the effective date 
of determination, unless extended in writing by the Contracting Officer. 
PRESCRIPTION
Shall be included in time and material or labor hour contracts. 
 


