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 Abstract 

Cost analysts are increasingly asked to estimate the cost of ending government 

contracts as terminations become more frequent and politically salient. In 2024, 

agencies terminated nearly 40,000 contracts, and the current administration has placed 

new emphasis on reviewing programs for potential restructuring and cancellation. While 

FAR Part 49 defines allowable settlement costs, it doesn’t capture the broader 

government costs of unwinding a contract – such as internal closeout labor, data and 

property disposition, and re-procurement or restart costs – that together represent a 

truer measure of termination liability.  

This paper introduces a standardized, practical framework for identifying and 

estimating termination liability beyond just the FAR. Grounded in regulatory guidance, 

public data, corporate experience, and historical cases, this paper demystifies 

termination in today’s evolving acquisition environment and helps analysts more quickly 

and consistently inform leadership decisions on when ending a contract makes fiscal 

sense. 

Keywords: Cost Management, Government, Life Cycle, Methods, Estimating 

Framework, Termination for Convenience, Acquisition, Indirect Costs 
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1. Introduction 

1.1. Terminations – They’ll be Back! 

One of the many unique features of doing business with the federal government is 

that the government reserves the right to terminate a contract for its convenience. This 

introduces a significant risk for a party entering into a contract with the government, but 

it is a very necessary one so that the government can remain a good steward of the 

taxpayer. However, there is no such thing as a free lunch, and terminations come at a 

cost; the government often has to pay the settlement expenses and logistical fees 

involved in ending a scope of work.  

In the November 2025 “Acquisition Transformation Strategy” Memo, the Secretary of 

War laid out that “speed to capability is our guiding principle” (Acquisition 

Transformation Strategy, 2025). The establishment of Rapid Capability Offices (RCOs), 

the actions of the Department of Government Efficiency (DOGE), and a clear 

willingness to cut under-performing programs, such as the Constellation-Class Frigate, 

speak to an ever-increasing push for efficiency and downsizing (Lagrone, 2025). 

Acquisition managers must make important decisions regarding tradeoffs and 

divestments at all levels. While cost estimators are often called upon to support these 

evaluations, the necessary methodologies are not well-established and program offices 

are often forced to resort to best-guess judgements. 

1.2. Estimating Framework 

Termination actions are often time-sensitive, and cost analysts are asked for “good 

enough” estimates before a full settlement proposal, audit result, or transition plan exists 

(as evidenced in several future case vignettes). In preparing this paper, the authors 

looked for quantitative ways to benchmark termination frequency, settlement outcomes, 

and broader government “all-in” costs using publicly available sources and case 

materials. In this paper, “all-in” cost, or total termination liability, means the 

government’s incremental cost exposure created by ending a contract or program early 

– not just the settlement, but also government execution/closeout effort and any 

transition, successor, or stewardship costs that follow. While these sources provide 
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useful context, they do not consistently connect a termination event to settlement 

results, government execution efforts, or follow-on transition costs in a way that 

supports repeatable estimating factors. 

Given those limitations, this paper focuses on a practical, analyst-friendly framework 

grounded in what can be supported and collected early: the Federal Acquisition 

Regulation (FAR)’s termination structure, oversight findings, historical cases, and 

practitioner experience. The result is a pair of worksheet-style tables that translate the 

paper’s insights into scoping and evidence checks that can be used at the start of a 

termination action and updated as facts mature. Additionally, we call out key areas 

where focused improvements in data collection would significantly aid these estimates.  

2. Background 

2.1. Termination Background 

2.1.1. Types of Termination 

There are different types of government contract terminations to know depending on 

the purpose and situation. Termination can occur due to Cause, Convenience, or 

Default. If Termination is for Cause or Default, then there are primarily issues with the 

contractor and with receiving contracted deliverables. According to the U.S. 

Government Accountability Office (GAO), a Termination for Default occurs when the 

contractor is unable to meet the conditions outlined in the body of the contract (GAO, 

2008). This type of termination is harder to pursue due to needing proof of lack of work 

or abandonment, but will have serious consequences for the contractor if proven. In this 

case of termination, the contractor would be responsible for repaying the government 

for any advanced or in-progress payments.  

If the government chooses to terminate a contract due to their best interest, then it is 

considered Termination for Convenience (T4C). With T4C cases, any funding the 

contractor put forward for the effort should be reimbursed by the government. When the 

government completes this type of termination, available inventory will remain in the 

hands of the contractor until bought by or transferred to the government. Since T4C can 

occur at any point in a contract or program life cycle, the FAR requires a clause to be 
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included in all contracts stating that they can be terminated by the government prior to 

the official completion date (FAR Council, 2025). The government will pay settlement 

costs during termination to compensate the contractor for the work completed and any 

additional qualifying termination costs. 

2.1.2. Program Cancellations and Contract Terminations 

Canceling a program and terminating a contract do not have to be inter-related. The 

government can continue the program with different contracts or continue the contracts 

if the work can be leveraged for other programs. Termination costs for both programs 

and contracts are largely not considered when the government is making its decision to 

end a program or contract (GAO, 2008). Table 1 summarizes some of the different 

reasons a program gets cancelled, or a contract gets terminated (GAO, 2008). 

Table 1 - Reasons for Termination 

Common Reasons for Program 

Cancellations 

Common Reasons for Contract 

Terminations 

Requirements become less Relevant Inability to meet Government Needs 

Budgetary Constraints Contractor Cost Growth 

Large Schedule Delays Program Cancellation 

When a contract is terminated, it must follow the proper procedures as outlined in 

the FAR. There is no analogous official government document for program cancellations 

that capture all government impacts and equities. Typically, program cancellation will be 

completed through a high-level Acquisition Decision Memorandum (ADM) or another 

official program document but does not have as detailed an approach to termination. 

Once a program is canceled, the contracts associated may continue instead of getting 

terminated based on what is in the best interest of the government. Typically, the 

government will consider the costs to continue the program or contract as well as review 

how it meets warfighter needs. The government may realign the technology or property 

from a canceled program to a new or existing program if it remains useful.  
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2.1.3. Do Termination Costs Matter? 

In 2008, the GAO found that contract termination costs were rarely a decisive factor 

in keeping defense programs from being terminated. However, that study was limited to 

eight large weapons contracts awarded between 1995 and 2007 and framed the issue 

narrowly; “do termination costs exceed the cost to complete?” (GAO, 2008). The 

government believes it can use the budgeted funding for a new activity, often without 

due consideration for the termination costs or the costs to complete. Decision-makers 

may simply lack the relevant data and context on hidden termination costs or settlement 

fees. When a contract gets a T4C, it is often because it is cheaper to end the contract 

than to continue it. According to the GAO, there were no examples of terminated 

contracts where the settlement cost was higher than the cost to complete (GAO, 2008). 

Contract percentage progressed and any contract specific obligations do factor into 

settlement costs, but even so, the cost to complete remains greater for most cases. 

2.2. Contract Terminations for Convenience (T4C) 

When a contract gets a T4C, it must follow the procedures outlined in FAR Part 49 to 

determine the settlement due to the contractor (FAR Council, 2025). Through 

negotiations, the government must pay back the contractor for any work completed prior 

to termination and provide them with a profit for their work under FAR 49.201. As a 

result of a contract getting a T4C, the government must pay to deal with the updates in 

the program schedule. These costs may not be known or considered when the 

government is reviewing the termination costs of a contract, a problem this paper’s 

framework aims to remedy. 

2.2.1. Settlement Costs per the FAR 

Table 2 outlines the main points of the relevant sections of the FAR. 
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Table 2 - Key FAR Sections 

FAR Section Key Points 

49.001 • Settlement agreement is created to settle all or a portion of the contract 

• Settlement agreement outlines costs government will pay the contractor for 

work completed prior to termination 

• Accounting data and sufficient evidence must be provided for a settlement 

to be valid 

49.1052 • Contracting office must estimate funds required to settle the termination 

and release of excess funds within 30 days of termination notice  

49.2 • Settlement must provide contractor with funding to support the work 

completed 

• Contractor profit must be fair but is up to government’s judgement 

• Negotiations may occur until government and contractor compromise on a 

fair settlement cost 

49.202 • Material not delivered should not be considered when determining 

contractor profit 

• Profit cannot be added to settlement expenses or subcontractor settlement 

costs 

• Amount of work completed and contractor schedule will be considered 

when determining fee percentage 

31.205-42 • Allowable increases in costs that occur due to termination 

• Indirect and direct costs to complete subcontractor settlement 

• Rental costs of unexpired leases 

• Alterations required to restore leased property 

As outlined in FAR Part 49.001, the government will not pay the contractor back for 

any costs that occurred after the termination was announced. If a contract is partially 

terminated, the settlement will only involve that specific terminated portion of the 

contract. Any remaining inventory should be discussed during negotiations, provided to 

the government, and included in the settlement plan.  

Table 3 summarizes initial costs in a settlement proposal and the allowable 

additional settlement expenses that occur due to termination, as outlined in FAR 

31.205-42; these are explored further in the estimating framework: 
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Table 3 - Settlement Expenses 

Costs in Settlement Proposals Allowable Settlement Expenses 

Initial Contract Costs Accounting and Legal Costs 

Cost of common items used by the Contractor Preparation and Presentation of settlement 

claims 

Cost to prepare the termination proceedings Subcontracts termination and settlement 

Costs that cannot be discontinued 

immediately after termination 

Storage, transportation, and disposition of 

contract property 

Loss of value for equipment Subcontractor claims 

Lease of rental property and alteration costs  

Contract Types per the FAR 

Contract type is one of the earliest indicators of how hard a T4C estimate will be to 

build and defend, as it drives both the shape of the settlement and the availability of 

cost evidence: 

On fixed-price (FP) contracts, performance is pre-priced, but a termination can 

quickly become cost-evidence-driven. FP contracts place the primary cost risk on the 

contractor during execution, yet the fixed-price T4C clause and termination procedures 

still require a cost-supported settlement position when the government stops work. The 

standard FP T4C clause (FAR Part 52.249-2) pivots the settlement toward a cost-

supported outcome, including payment for work performed and certain termination-

related costs, and it ties settlement allowability to the FAR’s termination procedures. 

Practically, that means a termination can force a cost reconstruction exercise even on a 

contract that did not require routine cost reporting during performance, which can 

lengthen audit and negotiation cycles (FAR Council, 2025). 

On cost-reimbursement contracts, the estimate is usually more traceable as 

incurred-cost data is part of performance administration. The termination clause for 

cost-reimbursement contracts (FAR Part 52.249-6) directs the contractor to stop work, 

settle subcontracts, and submit a termination settlement proposal. The “unknown” is 

often less about costs-to-date and more about the scale of subcontract exposure, 

settlement expenses, and the time required to validate close out (FAR Council, 2025). 
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For commercial-item contracts, FAR Part 12.403 and FAR Part 52.212‑4 structure 

T4C recovery as a percentage of the contract price reflecting work performed plus 

reasonable charges resulting from the termination, using the contractor’s incurred-cost 

data. For estimators, the practical implication is that the settlement is typically argued 

from deliverables/progress and reasonable termination charges, not from a full cost-

principles build-up (FAR Council, 2025). 

2.2.2. What the FAR does NOT cover 

Even when performance stops, a termination decision often triggers government 

execution work: receiving and 

managing property, taking custody 

of data and technical artifacts, a 

standing army program office, and 

Systems Engineering and 

Technical Assistance (SETA) 

support. These costs tend to 

appear in program office labor, 

logistics organizations, IT 

environments, and records 

management and are frequently 

overlooked in early termination 

decision support, leading to ill-

informed decision making. 

Government property transportation, storage, and disposition 

When a contract ends early, the government frequently becomes responsible for a 

“property tail”, i.e., the work required to receive, account for, transport, store, secure, 

and disposition items associated with the effort. These can include 

government‑furnished property returned by the contractor, contractor‑acquired items 

delivered as part of closeout, special tooling and test equipment, and hazardous or 

sensitive material. These actions create real government costs that are easy to miss in 

early termination decisions. Program and logistics offices may need additional labor to 

Figure 1 - Total Contract Termination Liability Iceberg 
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perform inventory, arrange shipping, manage storage, maintain security controls, and 

complete reuse or disposal actions. Costs increase when items are dispersed across 

sites, require special handling, or cannot be quickly repurposed. The longer the 

government holds property while decisions are pending, the more it pays in storage. 

The Acquisition Transformation Strategy’s emphasis on the Modular Open Systems 

Approach (MOSA) is relevant because it can reduce some property-related costs over 

time by limiting vendor lock and making assets easier to reuse or transition to a new 

performer (Acquisition Transformation Strategy, 2025). However, even in a MOSA-

aligned program, termination can still leave the government with sizable property-

management associated costs, especially for unique equipment and sensitive items. 

Data Retention 

Termination can also create a “data tail”. Regardless of whether the contractor 

retains its own records, the government may need to take custody of technical data and 

artifacts required to complete a follow-on effort, restart work later, defend decisions, or 

operate and maintain what already exists. Depending on the program, this may include 

design and interface documentation, software and build artifacts, models and 

simulations, test data, cybersecurity artifacts, manufacturing data, configuration 

baselines, and deliverable repositories. Taking custody of this material has cost 

consequences for the government. The government may need to store data in approved 

environments, apply cybersecurity controls, manage access, and maintain configuration 

discipline so files do not become unusable or untrustworthy. These requirements 

translate into hosting costs, security and compliance work, and more labor expenses. 

This is a tradeoff: on one hand, storing and managing more data can increase 

government cost after termination. On the other hand, having a more complete and 

organized data package reduces the cost and risk of the transition. This is consistent 

with the Acquisition Transformation Strategy’s focus on stronger data posture to reduce 

friction when programs change direction (Acquisition Transformation Strategy, 2025). 

Transition Planning 

If the work scope of the terminated contract is provided to a new contractor, then a 

transition plan is required to prevent delays in the service to the government. The 
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transition plan must include an updated schedule with a detailed outline for the 

remaining work that must be completed. For the government to trace each milestone, 

various support information and data must be included to ensure completion 

(LegalClarity, 2025). Significant costs are associated with the transfer of property and 

equipment from the current contractor to a new location (DiNapoli, 2025). 

2.3. Program Terminations 

2.3.1. The Mechanics of Program Terminations 

Program terminations are “accomplished” by taking away the funding associated 

with a program, a process governed by the Impoundment Act of 1974 and known as 

“rescission” (Snyderman, 2025). Both the executive branch (through the Office of 

Management and Budget) and Congress can initiate rescissions. Congress has 45 days 

to respond to a rescissions package, first going through the House and Senate 

Appropriations Committees, then to the floor for majority vote if the committees do not 

resolve. Importantly, this is not the same as a reprogramming action, which moves 

funding in the short-term but doesn’t “zero out” a program (DAU, 2024).  

Table 4 details the usage of executive and congressional rescissions in recent 

administrations; note that in general, executive rescissions are relatively low in volume 

in comparison to the overall federal budget.  

Table 4 - Rescissions by Administration (in $B) 

Administration Executive 

Initiated 

Executive Accepted 

by Congress 

Congress 

Initiated 

Trump (Term 1) $9.4 $0 $61.6 

Obama $0 $0 $125.2 

G.W. Bush $0 $0 $83.4 

Clinton $6.7 $3.6 $48.8 

G. H.W. Bush $13.4 $2.4 $26.6 

Reagan $43.3 $15.7 $33.4 

 

For Department of Defense (DOD) contracts in particular, the realization of a Nunn-

McCurdy breach is a harbinger of looming termination (CRS, 2016). Instituted in the 
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1982 Defense Authorization Act, the Nunn-McCurdy breach forces briefs to Congress if 

programs exceed the established thresholds (15-30% growth from baselines for 

significant and 25-50% growth for critical). A critical Nunn-McCurdy requires that the 

program be terminated unless the DOD seeks Congressional approval (Clowney, 2016).  

2.3.2. Recent Examples 

Table 5 lists several recently terminated programs along with their respective 

estimated sunk costs and termination values (GAO, 2014). 

Table 5 - Recently Terminated Programs 

Program Service Termination 

Year 

Sunk Costs 

($M) 

Termination 

Costs ($M) 

Aerial Common Sensor Army 2006 $186 $16 

Comanche Helicopter Army 2004 $5,900 $143 

Future Combat System Army 2011 $20,000 Unknown 

Transformational Future 

Satellite System 

Air Force 2009 $2,900 $19 

VH-71 Presidential 

Helicopter 

Navy 2009 $3,300 $1,800 

Programs can be terminated for cost, schedule, and/or performance reasons. In the 

case of the VH-71, the cost of $13B had doubled from the baseline budget, the 

schedule was a full six years behind, and the contractor was at risk of not delivering. 

The long design cycle for complex DOD systems can exacerbate underlying 

performance issues, as the Army cited a change in the operational environment as a 

key reason for cancelling the over-cost Comanche program. Scope creep is another 

common culprit, as recently cancelled Constellation-Class Frigate program was so 

update-laden that it led to a review of the Navy’s change order process (Lagrone, 2025).  

3. Contract Termination Costs 

3.1. Case Vignettes 

3.1.1. DOD OIG – Estimating, Documentation, and Execution Risks  

A 2023 DOD Office of the Inspector General (DOD OIG) report reviewed 63 T4C 

settlement proposals totaling ~$1B that DOD contracting officers settled from 2018-
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2021. The report’s central message echoes this paper’s thesis: even when termination 

settlements are governed by established rules, execution can break down without 

disciplined estimation, documentation, and follow-through. (DOD OIG, 2023) 

DOD OIG found 33 terminations (over half of the dataset) where contracting officers 

did not estimate funds required for settlement or recommended releasing excess funds 

consistent with FAR Part 49.1052 requirements. This left $75M tied up and unavailable 

for other needs for an average of four years. For cost estimators, this supports a clear 

role in the early “funds-required” step: build a documented, best-available estimate 

using what is knowable early (status of performance, known subcontract exposure, 

expected settlement expenses, and any identifiable property effort), and structure it so it 

can be updated as proposals, audits, and negotiations mature. (DOD OIG, 2023) 

The report also highlights how settlement outcomes depend on disciplined 

allowability reviews and clear documentation of the settlement rationale. DOD OIG 

reported that contracting officers for 17 of 63 terminations did not adequately document 

the cost rationale supporting negotiated settlements and that DOD may have 

reimbursed contractors up to $22.3M in unallowable termination costs. Estimators can 

support the contracting officer with a structured cost-element review and an evidence 

checklist that ties each proposed cost category to the applicable allowability basis, 

identifying where settlement negotiations drift into costs that are not properly supported 

nor allowable. (DOD OIG, 2023) 

3.1.2. Department of Government Efficiency 

According to the Department of Government Efficiency (DOGE) and HigherGov, in 

the calendar year 2025 there were over 10,000 full or partially terminated contracts 

(Siken, 2025). HigherGov estimated the total savings of those contracts partially 

terminated by DOGE to be around $32B. There is limited public data available on the 

contracts DOGE terminated, but it is clear that the focus and relative rate of contract 

terminations will remain high (DOGE, n.d.). Yet even with a dataset of this size, clear 

data on termination costs remains elusive.  
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3.1.3. Government Accountability Office Bid Protests 

The Government Accountability Office (GAO) serves as one of two main avenues for 

parties to outline grievances and seek remedy during the acquisition process, with the 

other being the Court of Federal Claims (Carter, 2025). Per the GAO, a bid protest is “a 

challenge to the terms of a solicitation or the award of a federal contract”, often for 

situations where the letter of the FAR was not followed during source selection or where 

a contractor feels that evaluation criteria was not used appropriately (GAO, n.d.).  

GAO bid protest data searches yielded surprisingly little insight into termination 

actions and outcomes. Reports were filtered first to find those that included the keyword 

“termination”, then narrowed down to only include bid protest decisions for DOD 

contracts. Figure 2 shows the count of relevant reports over five-year intervals from 

1971 to 2025. The majority of relevant results were denied (31 denied, 5 dismissed, and 

17 sustained) and often involved termination of an already awarded contract/task order.  

 

Figure 2 - Count of GAO Bid Protests Containing Termination (1971-2025)1 

In the 58 termination-relevant bid protest decisions published by the GAO, there 

were few sustained protests with a recommendation of awarded contract termination. 

Additionally, there were no examples of recommended terminations being voiced after 

the contract period of performance had begun. This indicates a general tepidness 

 

1 1970 counts were available on the GAO’s official site but were excluded from Figure # to allow for 
consistent year-based bucketing. 
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towards the termination of awarded contracts even if the surrounding acquisition 

circumstances were not FAR-aligned, quite possibly due to a lack of available and 

coherent data for determining termination liability.  

3.2. Reasons for Termination and Alternate Approaches 

Table 6 outlines reasons for cancellation (White House, 2025) & (GAO, 1983): 

Table 6 - Common Cancellation Reasons 

Micro (Direct) Macro (Indirect) 

Performance & Cost Overruns: Schedule or 

cost exceeding baselines or failing Key 

Performance Parameters (KPPs). 

Mission & Priority Shifts: requirements no 

longer align with military leadership priorities 

Poor Acquisition Practices: Overly complex 

requirements, long development cycles, and 

a bias towards custom systems rather than 

commercial off-the-shelf (COTS) solutions 

Political & Leadership Directives: Executive 

Orders push for reviews and cancellations of 

underperforming or misaligned programs 

Technical & Integration Failures: Issues with 

reliability, maintainability, or integration 

Budgetary Constraints: Unstable funding, 

sequestration, and rising costs  

The history of DOD procurement contracts evolved from early ad hoc arrangements 

to standardized but complex systems with specialized tools for acquisition driven by 

wartime needs. (McDonnell, 2020) & (NSTXL, 2025). Multiyear Procurement (MYP) 

Contracts, Block Buy Contracts (BBC), Incentive (INCF) Contracts (CPIF / FPIF / 

OTAs), and Commercial Solutions Openings (CSOs) serve as some alternatives to 

conventional contract mechanisms that help reduce termination risks. 

Terminations are often fueled by discrepancies between Contractors (KTR) and 

Government (GOV) on the cost or time to deliver, incremental funding variability, and 

evolution of requirements. Ensuring unity between KTR and GOV is critical for avoiding 

terminations. The INCF contract design motivates KTRs to control costs, improve 

performance, and deliver better value by rewarding efficiency and penalizing shortfalls 

(GAO, 2021), (GAO, 2017), & (Grady, 2016). Changes in yearly requirements and 

funding create unstable environments which can impact baselines and cause 

cancellations. MYPs and BBCs are mechanisms that fund multiple years’ worth of 

defense systems through a singular award. They provide long term commitments 
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between KTRs and GOV that incentivize investing, producing, and procuring efficiently 

(GAO, 2008) & (O'Rourke, 2025).  

Cancellations driven by indirect reasons stem from the long duration of acquiring a 

defense system, which allows for unpredictable shifts in military priorities, political 

leadership, and the threat environment. CSOs are a mechanism to provide a more rapid 

acquisition capability by reducing the rigid contract requirements and adopting the best 

commercial practices (DAU, 2026), (Vertex Partners, 2025), & (GSA, 2024). 

3.3. Insights for Analysts 

T4C’s are often treated as a settlement exercise, but the vignettes in Section 3.1 

show that the analyst’s job is far broader. Estimators need to support tradeoff decisions 

(continue, terminate, partially terminate, or bridge), execution (a settlement that is 

timely, supportable, and allowable), and transition (avoiding capability gaps, re-

procurement churn, or “pay twice” outcomes). The DOD OIG vignette anchors a key 

reality: even as the FAR governs settlement allowability, outcomes still depend on how 

well the government estimates, documents, and closes out termination actions. 

A practical way to communicate the full impact of termination liability to decision-

makers is to separate costs into three buckets that behave somewhat independently:  

1. Settlement liability is what the contractor can recover under the termination 

clause and the FAR cost principles 

2. Government execution costs include the internal labor and administrative effort 

to terminate, audit, negotiate, disposition property, manage data, and close out.  

3. Transition costs include bridge contracts, recompetes, restarts, and schedule-

driven impacts when the underlying requirement persists 

These buckets also align to their respective primary parties: the contractor largely 

controls proposal content, the contracting officer controls negotiation and de-obligation 

actions, and the program controls what happens next. 

Contract type sets expectations for what evidence will exist when termination 

happens, and Section 2.1.1 summarizes the key FAR-driven differences across cost-
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reimbursement, fixed-price, and commercial-item terminations. Analysts should treat 

fixed-price terminations as the case where early termination-liability estimating and 

documentation matters most, while using contract type more broadly to anticipate 

whether settlement support will come from incurred-cost records, reconstructed costs, 

or progress-based measures. 

The DOD OIG vignette highlights an estimating opportunity that is easy to miss 

because it happens early. The contracting officer has to establish an initial position on 

the funds required to settle the termination and identify excess funds that can be 

released. When this step is delayed or skipped, the government pays a real price in 

tied-up funds and extended closeout timelines. Cost estimators can strengthen this step 

by producing an initial bounded estimate that is explicit about what is knowable 

immediately (performance status, major subcontract exposure, known government 

property, expected settlement expenses) and by defining update points as contractor 

proposals and audit inputs mature.  

The same report also reinforces that termination estimating is not only about 

capturing full exposure; it is also about avoiding payment of unallowable or 

unsupported costs. This is another area where estimators can directly help an 

overburdened contracting officer. A structured review that maps proposed cost 

elements to allowability rules, required documentation, and common termination pitfalls 

reduces the risk that a settlement becomes indefensible later. 

Finally, the contract vignettes point to a recurring operational risk: terminations are 

frequently triggered externally and quickly. Centralized review initiatives and portfolio 

“cleanup” efforts (as described in the DOGE vignette) also create short-fuse 

terminations, making the “act early” and “contain the fallout” points referenced above 

even harder to achieve. In these cases, the estimator’s value is speed with structure: a 

consistent taxonomy, a quick triage decision tree, and an estimate that separates 

settlement exposure from the government’s own execution and transition costs. 
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3.4. Framework – Contract Terminations 

This paper’s contract-termination framework is provided in Appendix B (Table 12). 

The table is designed as a practical worksheet for cost analysts to estimate total 

termination liability quickly and consistently.  

How to use Appendix B 

1. Start with contract type and termination clause to set expectations for what 

evidence will exist and what settlement support will depend on (incurred-cost 

records, reconstructed costs, or progress-based measures) 

2. Walk the table row-by-row and mark each driver “higher” or “lower” based on the 

circumstances of the termination 

3. Use the “Evidence to check” column as an initial data call list (what to request, 

from whom, and what artifacts must be in the file) 

4. Keep the buckets separate in the estimate write-up so leadership can see 

contractor settlement exposure, the government’s own execution effort, and 

follow-on or replacement costs 

5. Translate the “higher” drivers into explicit estimate implications (for example, 

wider ranges, more negotiation and audit efforts, or larger transition or bridging 

needs), and document the basis for each implication with the evidence collected 

4. Program Termination Costs 

4.1. Case Vignettes 

4.1.1. NPOESS – Termination Through Restructure 

The National Polar-orbiting Operational Environmental Satellite System (NPOESS) 

began as a tri-agency effort among the National Oceanic and Atmospheric 

Administration (NOAA), the DOD, and the National Aeronautics and Space 

Administration (NASA) to converge civil and military polar weather satellite capabilities. 

The acquisition concept was intentionally integrated; spacecraft, sensors, ground 

processing, and operational products were treated as one coordinated system under 

joint governance. For estimating purposes, this matters because integration creates 

interdependencies; when one major element slips or changes, other elements often 

incur additional work to realign interfaces, plans, and test activities (GAO, 2010). 
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After more than a decade of execution, GAO reporting described substantial cost 

growth and schedule delay. The Administration then dismantled the integrated NPOESS 

construct through a restructuring directed in the President’s budget. NPOESS ended as 

a single joint program and the mission was carried forward through successor 

programs. The effort split into the Joint Polar Satellite System (the civil follow-on 

executed by NOAA and NASA) and the Defense Weather Satellite System (the defense 

follow-on executed by DOD) (GAO, 2012; NASA OIG, 2011). 

For program-level termination-liability estimating, the key implication is that liability 

did not end when NPOESS ended. The restructure created costs that are easy to miss if 

termination is treated as “sunk cost + closeout.” There are the reset costs: new 

baselining of requirements and schedules, establishing successor governance and 

oversight, rebuilding acquisition strategies, and re-partitioning an integrated technical 

baseline into new program boundaries. These costs appear within successor program 

budgets, which obscures their connection to the original termination decision and leads 

to systematic underestimation of total termination-related cost exposure.  

A second implication is that continuity requirements can materially shape both the 

decision and the cost tail. Polar weather observations are mission critical. Termination, 

even when executed as a restructuring, can require the government to fund 

additional workstreams to avoid unacceptable mission gaps. In estimating terms, 

continuity pressure can induce substantial termination-adjacent costs. Agencies may 

need bridging capabilities, extended legacy operations, accelerated successor 

developments, and sustained transition planning and coordination efforts. These costs 

can be large and arise precisely because the mission requirement still exists even when 

the original program construct is terminated. (NASA OIG, 2011) 

A third implication concerns integration risk and restart risk in multi-agency 

structures. NASA’s NPOESS Preparatory Project (NPP) was a bridging mission 

intended to mature instruments and reduce transition risk for the broader NPOESS-era 

weather enterprise. NASA’s OIG reports that late delivery of partner-provided 

instruments drove substantial additional costs. NASA OIG attributes about $304M 

in additional costs to late instrument delivery. The higher-level takeaway is that 
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downstream costs created by delayed inputs don’t disappear when leadership 

restructures or “restarts” a program. They reappear as interface replanning, extended 

engineering support, repeated integration and test cycles, and standing capacity while 

teams wait on late components. Restructuring also adds inefficiency by forcing 

replanning and coordination across new organizations (NASA OIG, 2011). 

4.1.2. Advanced Off-Board Electronic Warfare (AOEW)  

The Advanced Off-Board Electronic Warfare (AOEW) system was included on a 

helicopter to be used as an additional defense for Navy ships. Originally, the Navy 

provided Lockheed Martin (LM) a $40M development contract in 2016 (LMC, 2017) and 

then a $17.8M production contract in 2021 for the AOEW Active Mission Payload (AMP) 

helicopters as the prime contractor (Keller, 2021). AOEW’s plan was to leverage the 

support of systems on naval ships to deter any upcoming missiles by using the 

helicopter’s radio frequency. In the original plan and to reduce time and costs, LM was 

to leverage MOSA to allow AOEW to adapt to meet any new and emerging threats. 

In June of 2024, AOEW was cancelled due to three main reasons. First, decision-

makers saw the significant cost growth of the program during development and 

production. Second, AOEW did not have the ability to adapt to meet new and emerging 

threats that were showing up in the fleet as the program’s technology was becoming 

obsolete. Third, the Navy found a safety issue with AOEW. The Navy saw the 

importance of the AOEW capabilities but due to the issues with cost, time, and safety, 

they believed it was better to terminate (AOEW Program Termination, 2026). 

AOEW was cancelled in Low-Rate Initial Production (LRIP) in June 2024, and the 

termination settlement was finalized in July of 2025 (Scott, 2021). The government 

anticipated a quick turnaround for termination to be completed, and even then, 

negotiations took a year. After negotiations were completed, LM was reimbursed for the 

funding provided for the AOEW systems, and any AOEW material became property of 

the US Government. Unlike some other terminated projects, the AOEW capability won’t 

be reborn as a different system even though the technology may have a purpose.  

If a program has large cost growth while not meeting government requirements (as 

in the case of AOEW), the chance of program cancellation is increased. During AOEW’s 
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development and the beginning of production, new emerging threats were showing in 

the fleet that AOEW’s technology could not keep up with. In addition to the growing 

threats, the cost of development and production came in significantly higher than 

originally anticipated. There were issues between the prime contractor for the program 

and the prime contractor for arrays working together to build the system. The inability for 

the contractors to work together played a role in the increased costs and schedule 

delays (AOEW Program Termination, 2026). AOEW was known to be a failure of the 

system itself, but termination is believed to have occurred due to the higher costs 

without meeting additional program requirements. With AOEW’s known issues, there 

was still a year of negotiations prior to the final settlement. This shows that when a 

program is cancelled, there is a long negotiation process to determine the settlement. 

4.1.3. MOX Fuel Fabrication Facility – Large Capital-Project Cost Tail 

The Mixed Oxide (MOX) Fuel Fabrication Facility was a major Department of Energy 

(DOE) / National Nuclear Security Administration (NNSA) capital. Construction began in 

2007 with an initial project cost baseline of $4.8B and initial operations planned for 

2016. As a nuclear facility with specialized safety systems and security requirements, 

MOX is a useful termination vignette because partially completed capital assets created  

exit barriers with no other market for goods. Once construction is underway, the 

government can’t walk away without incurring costs tied to the facility (DOE OIG, 2014). 

As execution progressed, baseline instability became the central estimating 

challenge. By 2012, the contractor submitted a revised estimate of roughly $7.7B and a 

5-year delay to operations. A 2014 DOE OIG audit reported that more than $4B had 

already been spent while the facility remained incomplete and highlighted weaknesses 

in the original baseline, including issues related to design maturity and material quantity 

and labor estimating. For termination-liability estimating, one key takeaway is that when 

baselines are reset repeatedly, decision metrics such as percent complete, remaining 

scope, and cost-to-complete can vary widely depending on which baseline is used and 

how much rework is embedded in the “remaining” work (GAO, 2017; DOE OIG, 2014). 

The decision to end the MOX construction approach unfolded over several budget 

cycles rather than as a single stop event. As cost-to-complete estimates escalated, 
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Congress increased oversight and required comparisons to alternative approaches. By 

2016, DOE developed a revised estimate for $17.2B just to complete MOX, with a 

schedule extending into the 2040s. The National Defense Authorization Act for Fiscal 

Year 2018 allowed termination of MOX if DOE certified that an alternative “dilute-and-

dispose” approach would cost less than half of MOX’s remaining life-cycle cost. DOE 

submitted that certification in 2018, citing an estimate of approximately $19.9B for 

dilute-and-dispose compared to roughly $49.4B for completing MOX, and NNSA 

subsequently terminated the MOX project after nearly $6B was expended. (GAO, 2018) 

MOX, like NPOESS, reinforces that termination often shifts costs rather than ending 

them. However, MOX also demonstrates how baseline ambiguity can change the story 

of percent complete and the economics of stopping versus finishing, which makes 

baseline clarity a prerequisite for credible termination decision support. A termination 

estimate can appear numerically precise while still being misleading if it is not anchored 

to a clearly stated baseline. When supporting termination decisions, the analyst should 

name the baseline or estimate basis used to define scope, percent complete, and 

remaining work, and cite the source. If the record contains other meaningfully different 

official baselines or independent estimates, that invites greater scrutiny. 

4.1.4. Future Combat System (FCS) & Ground Combat Vehicle (GCV)  

Future Combat System (FCS) 

The authors conducted interviews with a former PEO (Program Executive Office) 

CS&CSS Cost Chief and PEO GCS Business Manager with their experience supporting 

program terminations. The information that was gathered researching Army program 

terminations corroborated their viewpoints, while providing insight into activities inside 

Program Management Teams (PMTs). The former Cost Chief (Former PEO GCS 

Business Manager, 2025) was familiar with three different program terminations and 

stated that due to the nuances of each system, there was no formal process for 

estimating termination costs, instead requiring ad hoc analyses. The former Business 

Manager (Former PEO CS&CSS Cost Chief, 2025) concurred with this assessment 

during his time supporting the GCV program termination. According to both sources, the 

PMT will utilize its manpower to assist in different efforts to close out program 
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terminations (Former PEO CS&CSS Cost Chief, 2025). Table 7 summarizes the key 

questions the PEO sought in Cost Working Integrated Product Teams (CWIPTs). 

Table 7 - Notional Termination CWIPT 

Assessment Purpose 

Trade-Off Analysis: 

Will early termination result in additional costs or savings? 

Why should the remainder of a contract be funded? 

What are the benefits/ drawbacks of funding completion? 

Asset Disposition: 

Where can assets be best utilized? 

What is the cost / schedule to relocate? 

Who will be responsible? 

Resource Reallocation: 

What efforts can manpower help complete? 

Which programs will manpower transition? 

What organizations could best utilize personnel? 

When can personnel be rolled off the program? 
 

In October 1999, the Army introduced a transformation strategy aimed at converting 

its divisions into “Objective Force” organizations by improving modularity and deploy 

ability. The methodology behind the transformation initiative is still the foundational 

basis for today’s ground systems (CRS, 2009). However, they have salvaged value in 

their program cancellations by collecting data to support future efforts. 

The FCS program was the Army’s first attempt to modernize the Service and its 

most notable cancellation. It was launched in 2003 as a plethora of manned and 

unmanned systems that were connected by a wireless network to enhance battlefield 

communication. The program experienced soaring costs, pursued unrealistic technology 

goals, and became unsustainable due to the complexity. The final challenge that led to 

the program’s termination was its unsuitability for the Middle East threat environment, 

which was unknown at the time of its launch. FCS was terminated in 2009 after 

spending twenty billion dollars to develop. The documented and funded technology 

development efforts on FCS were spun out to existing forces to utilize the knowledge 

and lessons learned most effectively (CRS, 2009). 

The Ground Combat Vehicle (GCV) program was initiated in 2009 by the Army to 

develop a modular Infantry Fighting Vehicle (IFV), aimed to address shortcomings 

identified with the FCS. It was intended to serve as a versatile, cross-country mobile, 
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adaptable platform for armored brigades, featuring a modular design for future upgrades 

in power, weight, and technology to meet the needs for unpredictable future conflicts 

(Held, Lorell, Quinlivan, & Serena, 2013). However, the weight and unit cost of the GCV 

became excessive and was coupled with immature technologies for deployment. When 

the drawdown in Afghanistan occurred, the threat environment had shifted again, which 

led to Congress reducing future resources for the program in 2014. Once again, the 

Army funded data collection efforts in the development of the GCV program and spun 

off that knowledge to existing forces for support of future efforts (CRS, 2009). 

4.2. Insights for Analysts 

Program terminations rarely behave cleanly. The program vignettes in this paper 

show termination is often a restructuring under constraint, where costs continue but 

change form and location. In NPOESS, the government ended an integrated construct 

and carried the mission forward through successor programs. In MOX, rising cost-to-

complete and credibility concerns drove a multi-year path to stop the original approach 

while the mission requirement persisted under a different disposition strategy. In the 

Army examples, interviews describe termination work as labor-intensive and ad hoc, 

with program offices reallocating staff to trade studies, asset disposition, and closeout 

activities that are not captured in FAR settlement categories. 

A useful way to keep program-level estimating disciplined is to treat “program 

termination liability” as a package with at least three components. This structure is the 

program-level analog to the contract-level buckets introduced in Section 3.3. The first 

component is stand-down of the current approach, including contract terminations, 

government closeout work, and any immediate safety, security, or environmental 

obligations. The second is the tail created by what already exists, which is dominated 

by asset realities rather than contract clauses. This is most visible in large capital 

projects such as MOX, where a partially completed specialized facility cannot simply be 

abandoned and requires stabilization, security, and safeguards while disposition 

decisions are made. The third is the cost of the successor path, which includes restart 

and transition costs when the mission requirement remains. 
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Integrated program designs amplify termination liability because interdependencies 

do not unwind neatly. The NPOESS vignette shows how a slip or redesign in one 

element can cascade into rework, re-planning, and repeated integration and test effort, 

and how a restructure can introduce reset costs that are easy to lose inside successor 

program budgets. That “budget migration” is a key reason leadership can underestimate 

the full cost impact of ending one construct and starting another. 

Continuity requirements are a second driver that dominates program termination 

costs. When the capability is mission-critical, the government often pays for overlap: 

bridging missions, legacy operations, accelerated successor development, and 

transition coordination. NPOESS and MOX illustrate the same pattern; even when a 

construction approach is terminated, the government still has to sustain safe, secure 

conditions and make progress on the underlying disposition requirement. 

The AOEW vignette adds a different angle; termination can be driven by a 

mismatch between threat evolution and the program’s ability to adapt. For estimators, 

this reinforces that termination decisions are frequently made under pressure to avoid 

paying for obsolescence. That increases the value of explicitly estimating the near-

term cost of stopping versus the downstream costs of continuing into a capability that 

may not survive operational scrutiny. 

Finally, the FCS/GCV interview content grounds what “termination work” looks like 

inside a program office. The termination decision triggers real workloads in trade 

studies, asset disposition planning, and personnel transition. These labor and 

coordination demands are predictable and should be estimated and documented as part 

of program termination liability, not treated as invisible “staff time.” 

4.3. Framework – Program Terminations 

This paper’s program-termination framework is provided in Appendix C (Table 13). 

The table treats “termination” as a package of costs that often continues after the 

original program construct ends. It organizes program-level liability into three 

components and highlights conditions that tend to increase or reduce total program 

termination liability, such as partner complexity, integration interdependencies, mission 

Presented at the ICEAA 2026 Professional Development & Training Workshop - www.iceaaonline.com/nfk2026



   

 

25 

criticality, physical asset specificity, and baseline instability. The “Evidence to check” 

column identifies supporting evidence that should be acquired early to enhance the 

substantiation of the estimate while meeting the rapid timelines required of PEOs. 

How to use Appendix C 

1. Structure the estimate around the three program buckets (stand-down of the 

current approach; stewardship tail; successor and continuity path) so costs do 

not disappear into assumptions or get mixed across categories 

2. Assess the contract portfolio maturity early as late-stage execution and 

deliverables in motion typically drive the largest stand-down exposure 

3. Identify partner and governance complexity (including shared baselines and joint 

decision rights) as multi-owner environments usually increase coordination 

burden and schedule-driven costs 

4. Check how integrated the system is as tightly coupled interfaces and shared test 

assets often create additional rework, replanning, and repeated integration and 

test effort when the program is restructured 

5. Treat specialized physical assets and disposition constraints as long-tail cost 

drivers (for example, facilities, safety or security requirements, environmental or 

hazardous material obligations) 

6. Evaluate mission criticality and gap tolerance to determine how much bridging, 

overlap, or accelerated successor work is likely to be required 

7. Challenge baseline ambiguity when it exists because competing baselines can 

change the “percent complete” narrative and affect remaining work and cost-to-

complete claims used in decision support 

5. Conclusions 

Terminations for Convenience are a built-in feature of federal contracting and are 

likely to increase in frequency in the near term, creating a recurring need for cost 

analysts to estimate what it will take to stop work and move forward. As decision cycles 

accelerate and portfolio reviews become routine, incomplete visibility into termination 

liability – especially costs outside the FAR settlement – can distort the true fiscal impact 

of stopping work. For contract terminations, we define total termination liability in three 
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parts: settlement liability, government execution costs and transition costs with the 

requirement persists. 

At the contract level, the vignettes reinforce that contract type and the associated 

termination clause are practical starting points because they set expectations for the 

termination estimate dataset. Fixed-price terminations can drive the most estimating 

and documentation burden because the settlement often relies on more specific cost 

data than the contract required during performance. The DOD OIG findings highlight 

why early estimating discipline matters. When the “funds required” estimate is delayed 

and the settlement rationale is weakly supported, the government risks extended 

closeout timelines, tied-up funds, and payment of costs that cannot be defended later. 

Appendix B is intended to help analysts respond quickly and consistently by focusing 

attention on the most likely drivers and relevant evidence. 

At the program level, the vignettes show consistent patterns that do not fit a “clean 

stop” assumption. Termination is often carried out as a restructuring under constraints 

and costs can shift across organizations, fiscal years, and successor efforts. The 

dominant drivers in the cases were integration and governance complexity, long-tail 

stewardship obligations for specialized physical assets, and mission-continuity pressure 

when capability gaps are unacceptable. Appendix C’s framework captures these 

patterns in a three-part structure – stand-down, stewardship tail, and successor costs – 

so analysts can scope the cost tail and anchor it to evidence early. 

Finally, this paper highlights a practical termination estimating limitation: the 

available data is not well suited to produce consistent, quantitative insights on 

termination volume, settlement outcomes, and government “all-in” costs. That gap is 

part of why termination estimates often depend on local reconstruction and judgement. 

In the near term, the estimating framework outlined in this paper offers a way to 

standardize how analysts scope the estimate and what evidence they request. Over 

time, improving termination cost data collection and coding so that settlements, 

government execution, property actions, and successor-path costs can be linked to 

termination decisions would make termination-liability estimating faster, more 

consistent, and easier to benchmark.  
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Appendix A: Contract Vehicle Breakdowns 

MYP is a one-time formal, statutorily governed method to procure multiple years’ 

worth of Defense Systems (2-5) by committing to fund the entirety through specific 

approval in the annual defense authorization and appropriations act. MYPs require 

multiple criteria to be met for Congressional approval and include cancellation penalties 

if the contract is terminated prior to completion (GAO, 2008) & (O'Rourke, 2025). 

Table 8 - Multi-Year Procurements (MYPs) 

Pros (Advantages) Cons (Disadvantages) 

Lower Unit Costs: Larger quantities often 

result in substantial discounts compared to 

annual buys. 

High Upfront Costs / Reduced Budget Flexibility: Requires significant 

budget authority in the first year, increasing the first – year funding 

burden. Ties up large amounts of funds, making it harder to shift 

resources to other needs. 

Stable Production: Provides contractors 

with predictable demand, enabling better 

workforce planning and investment. 

Congressional Scrutiny: Requires specific congressional approval and 

adherence to strict criteria, slowing down the process. 

Reduced Admin Burden: Fewer contract 

negotiations and oversight activities over 

the multi-year period. 

Cancellation Penalties: Canceling an MYP contract is expensive due to 

cancellation ceilings, making it difficult to exit if requirements change. 

Advance Buy Potential: Allows for earlier 

procurement of long lead time items. 

Risk of Design Changes: Advance-purchased items might become 

obsolete or need modification if designs evolve, creating potential waste. 

BBC is a non-statutorily governed method that requires annual congressional 

approval to procure multiple years’ worth of Defense Systems (5+ years) by committing 

to fund large quantities upfront. BBCs are an alternative when a program cannot meet 

all required criteria of a MYP, but detailed Congressional approval is required for each 

issuance. BBC’s do not include cancellation penalties if Congress ends subsequent 

year’s funding. (O'Rourke, 2025) 
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Table 9 - Block Buy Contracts (BBCs) 

Pros (Advantages) Cons (Disadvantages) 

Cost Reduction: Buying in larger quantities 

(blocks) can lower the unit cost for the DOD. 

Inflexibility: Locks the DOD into large quantities, making it harder to 

change requirements if needs evolve or technology advances. 

Industrial Base Stability: Provides predictable, 

long-term work for contractors, encouraging 

investment and efficient production. 

Bureaucracy: Still operates within complex DOD acquisition rules, 

potentially slowing things down. 

Streamlined Processes: Can simplify 

procurement by bundling annual requirements 

into fewer large contracts. 

Fiscal Risk: Committing large sums upfront can strain budgets or 

divert funds from other urgent needs. 

Stable Planning: Offers manufacturers a better 

business environment and planning horizons. 

Potential for Over-Procurement: Can lead to buying more systems 

than needed if requirements aren’t aligned with future needs. 

Incentive based contracts aim to align contractor goals with government objectives, 

by rewarding efficiency and penalizing shortfalls. These contracts encourage innovation, 

minimize waste, and ensure critical defense systems are acquired more economically 

and effectively. However, poorly designed incentives can lead to contractors prioritizing 

rewards over the actual quality of work being delivered to the DOD. (GAO, 2021), 

(GAO, 2017), & (Grady, 2016) 

Table 10 - Incentive Contracts 

Pros (Advantages) Cons (Disadvantages) 

Cost Efficiency: Contractors earn more profit by reducing 

costs, directly benefiting the DOD through lower prices and 

shared savings. 

Complexity: Requires detailed, clear, and precise 

negotiation of metrics and performance targets, which 

can be time-consuming. 

Improved Performance: Incentives motivate contractors to 

exceed performance targets (cost, schedule, technical) 

Quality Risk: Overemphasis on cost or speed can lead 

contractors to cut corners, risking quality issues. 

Shared Goals: Aligns the financial interests of the 

contractor and the DOD, fostering better partnerships. 

Management Intensive: Demands rigorous tracking and 

management to ensure incentives are effective and fair. 

Data & Transparency: Provide valuable data on actual 

costs and help manage cost growth and schedule delays. 

Not Always Suitable: May not work well for highly 

unpredictable developmental efforts where scope is 

unclear or for simple commercial buys. 

Risk Sharing: Properly structured, they allow contractors 

reasonable profit opportunities without excessive risk. 

Potential for Disputes: Vague terms or challenges in 

evaluation can lead to protests and delays. 
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CSO contracts are flexible, merit-based approaches that move away from rigid 

requirements to find agile solutions from both traditional and non-traditional contractors, 

often using Other Transaction Authority (OTAs). They modernize DOD acquisition by 

being more responsive and efficient than traditional contracts. While providing a more 

rapid acquisition capability CSO’s require higher-level approval for awards above one 

hundred million dollars and often misspend with the necessary levels of data rights and 

licenses sustaining a program requires. (DAU, 2026), (Vertex Partners, 2025), & (GSA, 

2024) 

Table 11 - Commercial Solutions Openings (CSOs) 

Pros (Advantages) Cons (Disadvantages) 

Speed & Efficiency: Uses streamlined procedures 

and shorter timelines to deliver capability quickly, 

often collapsing months of traditional acquisition into 

weeks. 

Data Rights Complexity: Government faces significant burden 

of understanding and negotiating specialized data rights and 

licenses for commercial tech. 

Innovation Access: Greatly reduces barriers for non-

traditional defense contractors and leverages 

cutting-edge commercial technology. 

High Staff Expertise Needed: Requires highly experienced and 

empowered contracting staff to manage flexibility and 

increased risk. 

Flexibility: Allows for negotiable payment 

milestones, terms, intellectual property (IP), and 

data rights, unlike standard FAR contracts. 

Protest Risk: Despite flexibility, awards can still be subject to 

protests. 

Streamlined Process: Focuses on solution viability 

and merit rather than rigid scoring, often with “pitch 

days” for direct management. 

Funding Delays: Can be slowed if program office funding isn’t 

ready to obligate quickly. 

Reduced Burden: Avoids complex government 

accounting standards for certain types of awards. 

Data Reporting / FAR Omissions: Challenges with accurate, 

unified data reporting across DOD for CSOs. May omit 

standard FAR clauses, which can create risk for contractors if 

not carefully managed. 
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Appendix B: Framework – Contract Terminations 

Table 12 - Contract Termination Framework 

Cost 

bucket 

Driver Higher total liability when… Lower total liability 

when… 

Evidence to check 

Settlement 

liability 

Contract type and 

termination clause 

Firm-fixed-price or mixed contract 

line items (more cost 

reconstruction), limited routine cost 

reporting, or complex pricing 

structure 

Cost-reimbursement with clean 

incurred-cost reporting and 

clear allocation to the 

terminated scope 

Contract type, 

termination clause(s) in 

contract 

Settlement 

liability 

Percent complete and 

work in process 

Late-stage termination, substantial 

work in process, large purchased 

inventory, partially completed 

deliverables not yet accepted 

Early termination with limited 

work started and minimal 

inventory 

Integrated master 

schedule, earned value 

reports, invoices 

Settlement 

liability 

Subcontractor and 

supplier exposure 

Many subcontractors, long-lead 

purchases, termination “cascades” 

into lower tiers 

Few subcontractors, minimal 

long-lead material 

Subcontract register, 

major purchase order 

list 

Settlement 

liability 

Inventory, tooling, and 

equipment uniqueness 

Unique items with limited reuse, 

special tooling or special test 

equipment, high storage/disposition 

needs 

Reusable items that can be 

transferred or repurposed with 

low friction 

Property and inventory 

records, tooling lists, 

equipment lists 

Settlement 

liability 

Lease and facility 

commitments 

Long unexpired leases, hard-to-exit 

commitments 

Short leases, flexible terms, or 

easy closeout 

Lease agreements, 

facility commitments 
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Cost 

bucket 

Driver Higher total liability when… Lower total liability 

when… 

Evidence to check 

Settlement 

liability 

Progress payments and 

other offsets 

Large progress payments, unclear 

offsets/credits, inventory credits 

hard to substantiate 

Clear payment history and 

clean offsets for 

delivered/accepted items 

Payment history, 

progress payment 

records, acceptance 

documentation 

Settlement 

liability 

Cancellation ceilings and 

special termination 

exposure 

Multiyear procurement or block buy 

arrangements with cancellation 

ceilings or termination exposure 

No special cancellation ceilings  Contract terms, 

applicable cancellation 

ceiling language 

Government 

execution 

Documentation quality 

and audit readiness 

Weak documentation, reconstructed 

costs, inconsistent records, likely 

audit findings or disputes 

Strong, traceable records and 

consistent supporting 

documentation 

Government review of 

contractor records, 

prior audit history 

Government 

execution 

Property disposition 

complexity 

Large volume of government 

property, hazardous or sensitive 

items, special handling 

requirements 

Minimal property, 

straightforward transfer or 

disposition 

Property lists, 

disposition plans 

Government 

execution 

Negotiation complexity 

and dispute risk 

Mixed contract structure, partial 

termination, likely claims 

Straightforward settlement, 

clean contract history 

Contract file, claims 

history 

Transition Requirement persists 

and schedule pressure 

Mission continues, timing matters, 

bridging or overlap needed to avoid 

a gap 

Requirement ends cleanly or 

can tolerate a gap 

Program plan, 

operational need 

statements 
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Cost 

bucket 

Driver Higher total liability when… Lower total liability 

when… 

Evidence to check 

Transition Data rights and 

knowledge transfer 

position 

Weak data rights, limited data 

maintained 

Strong data package and clear 

transfer plan 

Contract data 

requirements, 

deliverables list, data 

rights clauses 

Transition Market alternatives and 

lead times 

Limited supplier base, long lead 

times, high reprocurement friction 

Competitive market, readily 

available alternatives 

Market research, prior 

competition history 

Transition Integration/interface 

complexity 

Replacement requires substantial 

integration, interface replanning, 

repeated test activities 

Modular replacement  Technical baseline, 

interface control docs, 

integration plan 
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Appendix C: Framework – Program Terminations 

Table 13 - Program Termination Framework 

Cost bucket Driver Higher total liability when… Lower total liability 

when… 

Evidence to check 

Stand-down of 

current approach 

Contract portfolio 

maturity 

Many contracts in late-stage 

execution; many deliverables and 

property in motion 

Early-stage efforts or 

clean contractual off-

ramps 

Contract list, period of 

performance status, 

deliverables register 

Stand-down of 

current approach 

Partner and 

governance 

complexity 

Multiple agencies and shared 

technical baselines, joint decision 

rights 

Single owner with clear 

authority 

Governance docs, MOUs, 

partner agreements 

Stand-down of 

current approach 

Integration  Highly integrated system where 

interfaces and test assets span 

multiple elements 

Modular elements with 

separable boundaries 

Interface control documents, 

integration plans 

Stewardship tail Physical asset 

specificity 

Specialized facilities or infrastructure 

with high safety/security requirements 

Minimal unique 

infrastructure 

Facility status, security 

requirements 

Stewardship tail Disposition 

constraints 

Environmental, nuclear, hazardous 

material, or safeguards constraints 

drive long-tail obligations 

Straightforward reuse or 

disposal 

Environmental compliance 

requirements, property 

disposition plan 

Successor and 

continuity path 

Mission criticality 

and gap tolerance 

Capability gaps are unacceptable; 

bridging and overlap required 

Capability can lapse 

without major operational 

impact 

Operational requirements, 

risk assessments 
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Cost bucket Driver Higher total liability when… Lower total liability 

when… 

Evidence to check 

Successor and 

continuity path 

Successor path 

complexity 

Successor requires new governance, 

rebaselining, and repeated 

integration/testing 

Successor is a simple 

continuation or 

incremental shift 

Acquisition strategy, 

transition plan 

Successor and 

continuity path 

Baseline ambiguity 

for “percent 

complete” 

Competing baselines distort remaining 

work and cost-to-complete narratives 

Stable baseline and 

credible cost-to-complete 

Baseline history, 

independent estimates, 

rebaseline documentation 
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Appendix D: Contract Termination – GAO Vignettes 

Bid Protest Example #1: Guidehouse 

Guidehouse, Inc., an international professional services firm, protested after not 

being selected for award following a DOD Request For Quotation. Deloitte was instead 

selected, as their quotation, which like Guidehouse’s was rated “outstanding”, was 

chosen for its lower total price ($77.8M vs $85.7M). 

The basis of Guidehouse’s sustained protest was that there was an undisclosed 

impermissible conflict of interest that should have precluded the individual from 

participating in certain contracting activities. As the GAO does not have the authority to 

(re)evaluate proposals and awards, their response posits a potential termination of the 

Deloitte task order in order to reevaluate and re-award if the conflict cannot be resolved, 

potentially incurring costs for Deloitte in the form of a cancelled task order/solicitation 

and reimbursing Guidehouse’s protest bid-related expenses (if Deloitte is to follow that 

recommendation as suggested by the GAO). 

Bid Protest Example #2: Vertex 

In the case of Vertex Aerospace, LLC, sustained protests centered around internal 

activities by the awarded company. Vertex protested after not being selected for a task 

order solicitation on an Air Force IDIQ aircraft maintenance services contract.  

DynCorp International LLC was awarded a contract on an IDIQ vehicle; however, 

between the initial submission of DynCorp’s proposal and the award, the contracting 

officer was informed of DynCorp’s acquisition by Amentum Services. Vertex filed a 

protest in response, claiming in essence that the company to which the Air Force 

awarded the work scope no longer existed or functioned in the form originally bid. The 

basis of the GAO’s sustainment of Vertex’s protest is “that the record contains 

insufficient documentation and analysis for [the GAO] to conclude that the contracting 

officer meaningfully and reasonably considered the effect of this corporate transaction 

on the awardee’s ability to perform the task order.”  
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As with Deloitte in the example provided above, the GAO recommendation posits a 

potential termination of the DynCorp task order and reimbursement to cover costs 

associated with Vertex’s protest bid. A February 2026 search of Air Force contracts 

awarded to Vertex Aerospace via USA Spending (an official website of the United 

States government) produced no results for contract awards aligning with the details 

described in the GAO decision. 
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