IDENTIFYING COST GROWTH vs. SCOPE GROWTH UNDER 


COST-REIMBURSIBLE RAC DELIVERY ORDERS





Cost Reimbursable work is different from Firm Fixed Price contract in that it is based on the general requirements outlined in the scope of work.  The target cost is determined though negotiations.  Negotiations should be broad-based and general in nature.  Negotiations are intended to include all expected costs, but will not indicate every specific item or cost which will be encountered.  This allows the government and contractor flexibility in accomplishing the remediation work outlined in the scope of work.  This also allows the government to clarify the technical requirements of the work and to make minor technical changes within the scope of the work as variables and actual field conditions are encountered.  Contractor estimates and negotiations should only be used as a basis for the general scope of work.





Change in scope (additional work order beyond the scope of the original contract requirements) is a Fee Bearing change. Changes can be both additive and deductive.


Technical Direction to clarify the specific requirements of the delivery order within the scope of work has no additional Fee associated with the work.


Cost Growth occurs when the actual cost of the delivery order exceeds the negotiated target cost, and has no additional Fee associated with it.  Cost of the delivery order can also underrun the negotiated target cost; there is no reduction in the potential fee for this underrun in cost.





Work can be determined to be within scope (non fee bearing) as a result of technical direction or cost growth, or a change in scope (fee-bearing)by examining the specific situation encountered.





Change in Scope (Fee Bearing):


	The quantity or amount of work is increased (or decreased) substantially.  This must be based on a reasonable interpretation taking into account the magnitude of the increase or decrease in relation to the original delivery order estimates.


	Additional work is directed which is substantially different in nature or location than the original work required by the specifications.





Cost Growth (Non-Fee Bearing)�	Increases in cost of performance or cost overruns with no change in contract requirements.


	Additional cost due to additional time spent on the project as a result of project delays or weather.


Technical direction to clarify the requirements of the plans and specifications.


Additional costs due to increases in overhead costs, or labor rates.


Minor changes in the work which continues to perform essentially the same function as the original or unchanged work.


Changes in the manner or methods of performance within the contractor’s responsibility.


Unforeseen conditions encountered during the performance of the work.  An unforeseen condition is defined as an unexpected or subsurface condition, which does not substantially impact the work.


Reasonable variations in stated or estimated quantities of specific materials, components or items of work within the general scope of work.


�
EXAMPLES:





ORIGINAL REQUIREMENT:  Contract requires confirmatory sampling, testing and analysis.  Number is originally estimated at 50 .


ACTUAL SITUATION:  Number of samples taken increases to 68.  COST GROWTH.





ORIGINAL REQUIREMENT:  On-site time to complete the project is estimated at 8 weeks.


ACTUAL SITUATION:  Time spent on the project increases to 12 weeks (4 additional weeks) due to delays in access to the site and government approval of submittals.  COST GROWTH.





ORIGINAL REQUIREMENT:  On-site time to complete the project is estimated at 8 weeks.


ACTUAL SITUATION:  Time spent on the project increases to 12 weeks (4 additional weeks) due to inclement weather.  COST GROWTH.





ORIGINAL REQUIREMENT:  Scope of work requires contractor to remove PCB contaminated soil.  Amount estimated at 2000 c.y.(2970 tons).


ACTUAL SITUATION:  Soil quantity increases to 3000 c.y. (4455 tons).  CHANGE IN SCOPE.








ORIGINAL REQUIREMENT:  Scope of work requires contractor to remove PCB contaminated soil.  Amount estimated at 2000 c.y. (2970 tons).


ACTUAL SITUATION:  Soil quantity increases to 2300 c.y. (3145 tons).  COST GROWTH.





ORIGINAL REQUIREMENT:  Scope requires groundwater remediation.  Contract plans show general schematic of treatment process.  Contractor is required to engineer and design the specifics of the treatment process (piping diagrams, equipment selection, etc.).


ACTUAL SITUATION:  Additional contaminant in the water is discovered by the contractor during testing and startup, requiring an additional treatment step and associated equipment.  CHANGE IN SCOPE.


ACTUAL SITUATION:  Number of pumps in the treatment process changes from the two originally estimated to four due to contractor’s equipment selection, not related to the additional contaminant.  COST GROWTH.


ACTUAL SITUATION:  Fixed Price Subcontractor’s quote (for electrical power to the treatment facility) is higher than originally estimated.  COST GROWTH.


ACTUAL SITUATION:  Government discovers another area of similar contamination nearby (but not adjacent to) the original.  Contractor is requested to remediate this small area by piping groundwater to the treatment facility.  Additional piping is required.  CHANGE IN SCOPE.


ACTUAL SITUATION:  The extent of the existing plume of contamination is slightly greater than originally anticipated, requiring a few additional extraction wells and additional piping to the treatment facilities.  COST GROWTH.








�
ORIGINAL REQUIREMENT:  Scope of work is to remove contaminated debris.  Contractor estimates using certain pieces of heavy construction equipment to complete the removal action within a certain schedule.


ACTUAL SITUATION:  Quantity and nature of debris does not change.  Contractor’s equipment is accomplishing the task, but slowly.  Contractor wants to change and/or add equipment to increase productivity, which will cost additional money.  COST GROWTH.





ORIGINAL REQUIREMENT:  Scope of work requires contractor to remove 4 UST’s.  Project cost is $150,000.


ACTUAL SITUATION:  Two additional UST’s in the same general area on the base  are added to the project.  CHANGE IN SCOPE.


ACTUAL SITUATION:  One UST has asphalt paving over its location.  Station requests the paving be replaced after UST removal.  Cost is $1,500.  COST GROWTH.


ACTUAL SITUATION:  Contractor encounters a concrete encased electrical ductbank (unforeseen condition) at the edge of the excavation, requiring the contractor to work around the ductbank to remove the UST, increasing labor costs slightly over that estimated.  COST GROWTH.





ORIGINAL REQUIREMENT:  Scope of work requires contractor to construct a groundwater treatment facility.  Foundation design is included in the plans and specifications.  Contractor is required to scan for and locate underground utilities.  Total cost of the delivery order is $5.0 mil.


ACTUAL SITUATION:  An unforeseen water line is encountered on-site which had to be relocated at a cost of $2,500.  COST GROWTH.


ACTUAL SITUATION:  Contractor discovers a large area of unsuitable soil, causing a complete redesign of the foundation system to overcome the problem.  Additional foundation work and the associated changes costs an estimated $250,000. CHANGE IN SCOPE.
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