H.1  ECONOMIC PRICE ADJUSTMENT (EPA) PRIVATE 

 The purpose of this clause is to provide economic price adjustments, upward or downward, for the vessel option CLIN(s).  The first vessel (CLIN xxxx) and the Helicopter Operations option are not covered by this clause.  The Contractor warrants that the prices set forth in this contract do not include allowances for any escalation or contingency to the extent covered by this clause.  Regardless of the actual cost incurred during the performance of this contract, economic price adjustments shall be made only as provided herein.

H.1.2   The vessel option price shall be updated semiannually, until such time as the final option exercise period of the contract expires.  Such option price updates/adjustments shall be determined by completion of one of the two EPA Tables located at the end of this provision.  The Contractor shall do the calculations required to complete the attached tables.  If the contract includes option prices that vary by vessel quantity ordered, the contractor shall complete an EPA table for each quantity/price.  The U.S. Department of Labor (Bureau of Labor Statistics) posts the index values on its website (which is http://www.bls.gov/ppi/home.htm at time of this solicitation).  In all cases, not-seasonally adjusted indexes shall be used in the tables.   Any economic price adjustment will be incorporated by a contract modification, which shall include revised contract unit prices for the applicable 6-month ordering period.  The PCO may determine the applicable decrease or increase if an agreement cannot be reached, and may make a unilateral price adjustment at any time there is a dispute.  Any dispute arising under this provision shall be resolved in accordance with the "Disputes" clause of this contract.

The milestone schedules for EPA adjustments are as follows:

	
	First EPA Submission Each Year
	Second EPA Submission Each Year

	Periods for Index Values to be used for EPA
	April
	October

	Use the Index Values reported by BLS as of
	21 May for the previous month (April) Index Values
	21 Nov for the previous month (Oct) Index Values

	Contractor submits EPA table to PCO by
	the end of May, for the  April Index Values
	the end of November, for the Oct Index Values

	PCO responds or concurs by
	15 June
	15 Dec

	Revised option prices valid for 6 months, for orders beginning
	1 Jul
	1 Jan


(The contractor shall submit the first EPA adjustment table in May 200?)

H.1.3  Up to seventy-five percent (75%) of the applicable original contract unit price shall be that portion of the Unit Price Subject to Adjustment, hereinafter referred to as the 'UPSA' for all adjustments herein.  The "original contract unit price" is the unit price contained in the contract on the date of basic award, for the option vessel.  The "original contract unit price" shall not be affected by any subsequent changes in price throughout the term of the contract.  

For computing adjustments under this clause, the price subject to adjustment shall be apportioned as shown in the Amount per Adjust Period column (column (2)) of the EPA Table.

H.1.4  Economic Price Adjustment Tables   
Column 1 is the applicable month for the actual index values in column 4.  Column 1 also lists the indexes to be used.  Column 2 is the amount of the original contract unit price subject to adjustment.  Column 3 will contain the base index values for Jul 200? , revised/current as of 21 Dec 200? .  Column 4 is the actual index value posted for the month in Column 1, revised/current as of the 21st day in the following month.  (E.g. If the month in Column 1 is Apr 200?, use the actual index value for Apr 200?  being reported by the Bureau of Labor Statistics on    May 200?) The index value shall be used even if the Bureau of Labor Statistics labels it as preliminary.  If the preceding month’s index value is not available on the 21st day of the month, use the latest actual index value that is posted by the Bureau of Labor Statistics, even if the value is labeled as preliminary.  Columns 3, 4, 5, 6, and 7 are completed at the time of each price adjustment.

Economic price adjustments to the contract price shall be made as follows:

a) When the actual index value in Column (4) is greater than the base index value in Column (3), the difference (plus) will be entered in Column (5).  When the actual index value in Column (4) is less than the index value in Column (3), the difference (minus) will be entered in Column (5).

b) The differences in Column (5), whether plus or minus, shall be divided by the index value in Column (3).  The resulting percentage rate of change shall be set forth in Column (6).  That percentage shall be carried to two (2) decimal places.

c) The amounts in the projected Economic Price Adjustment profile set forth in Column (2) of the Economic Price Adjustment Table will be multiplied by the rate of change (plus or minus) in Column (6).  The resulting amounts shall be set forth in Column (7), and each shall be rounded to the nearest dollar.

d) The sum of the amounts in Column (7) shall be the  economic price adjustment to be added to (or subtracted from) the original contract unit price. 

H.1.5  Under this clause, the maximum increases to the original contract unit price  shall be as follows:  

                                  Price for

                           Option Ordering Period         Maximum Increase
                            1 Jul - 31 Dec 2006                      11.6%    

                            1 Jan - 30 Jun 2007                     12.7% 

                            1 Jul - 31 Dec 2007                      14.5% 

                            1 Jan - 30 Jun 2008                     15.6% 

                            1 Jul - 31 Dec 2008                      17.7%

                            1 Jan - 30 Jun 2009                     18.8%   

                            1 Jul - 31 Dec 2009                      19.6%

                            1 Jan - 30 Jun 2010                      21.9%.

                            1 Jul - 31 Dec 2010                      22.6%

                            1 Jan - 30 Jun 2011                      23.8% 

                            1 Jul - 31 Dec 2011                       24.8%

The above limitations shall apply to the aggregate impact of all the indexes in the table. The  amount of decrease under this clause shall be limited to 10% of the original contract unit price.  

H.1.6  In the event any index cited is discontinued or substantially altered by the Bureau of Labor Statistics, the parties shall mutually agree on an appropriate substitute index to be effective as of the date of index discontinuance or alteration.  Failure to reach an agreement shall be subject to the "Disputes" clause of the contract.

In the event an index is discontinued or substantially altered, the contractor shall notify the PCO in writing within 60 days of discontinuance or alteration.  Upon such notification from the contractor, the PCO and contractor will proceed to mutually establish a replacement index.  If mutual agreement cannot be reached prior to date the Contractor is required to submit the applicable EPA table(s), the PCO may make a unilateral index replacement. Alternatively, the parties may continue to mutually proceed to establish a replacement index.  In this case, the contractor shall continue to complete and submit EPA tables using all indexes except the one(s) that was discontinued; such EPA tables shall be considered to yield price adjustments that will lead to billing prices (should the Government issue orders against such prices), pending agreement on a replacement index needed to calculate the complete price adjustment.

H.1.7  The contractor shall certify on a final adjusting invoice that the amounts invoiced under this contract reflect all decreases that may be required by this clause.

H.1.8    ADJUSTMENTS PURSUANT TO THE CHANGES PROVISION  
Pricing actions pursuant to the "Changes" clause or other provisions within this contract will be priced as though there were no provision for Economic Price Adjustment.  

H.1.9   INDEXES AND PERCENTAGES OF UPSA  
The Bureau of Labor Statistics data to use, and the percentages of UPSA, shall be as follows:

 SHIP PRODUCTION OPTION CLINs:
                                                       



Percentage of

Unit Price Subject 

                                      

  

to Adjustment 

Material Cost Indexes (Producer Price Indexes):                                       

Up to 7 Producer Price Indexes (PPI) to be selected      Offeror to

by the offeror. See instructions per Atch X            
      identify the   

                                                      percentage for

                                                        


     each selected 

                                                                                         index (material 

                                                                                       & labor indexes.)                                                                                 



     Sum of these 

                                                      


   index weightings/

                                                      


  percentages shall

                                                       


  not exceed 75%. 

Labor Cost Index:

Average Hourly Earnings (AHE) of Production,             See above.         

Workers for NAICS Code 336611 (Ship building
and repairing)

H.1.10  EXAMPLE –

Following is an example for the EPA adjustment for the Jul-Dec 2007 option ordering period, using  the Economic Price Adjustment Table for Jul through Dec.  For simplicity, the example assumes there are only two material cost indexes.
Assume the following:

  (a)  The option vessel UPSA (original contract unit price) is $1,000,000.

  (b)  The indexes (in column 1) and weights (in column 2) were put into the contract’s EPA clause, and were appropriate for the particular contractor’s proposal.

The table reads as follows before the contractor completes the calculations:

ECONOMIC PRICE ADJUSTMENT TABLE 
JUL – DEC 200X Ordering Period
(1)                        (2)               (3)                    (4)        (5)                 (6)             (7)

                          Amount                       
                           Per             Jul 2004                          Index           Rate of       Adjust-

Adjust               Adjust           Base                Actual    Difference     Change        ment

Period               Period        Index Value        Index      (4)‑(3)          (5)/(3)       (6)X(2)
Apr 200X

PPI, NAICS      10%(UPSA)          

Code 3313127   

PPI, NAICS      30%(UPSA)              

Code 332       

AHE, NAICS    35%(UPSA)     

Code 336611            

Example Results:  Assume the actual index values, per BLS, for Apr 2007 (revised/current as of 21 May 2007) are those in column 4 below.  Assume the actual index values, per BLS, for Jul 2004 (revised/current as of 21 Dec 2004) were those in column 3 below. The contractor would complete the Table as follows:

ECONOMIC PRICE ADJUSTMENT TABLE 
JUL – DEC 2007 Ordering Period
   (1)                          (2)                (3)                (4)            (5)              (6)             (7)

                             Amount                            

                                 Per             Jul 2004                         Index         Rate of       Adjust-

Adjust                    Adjust           Base             Actual    Difference Change        ment

Period                     Period        Index Value     Index     (4)‑(3)      (5)/(3)          (6)X(2)
Apr 2007

PPI, NAICS         10%(UPSA)         133.4        136.1       2.7          2.02%         $2,020

Code 3313127       $100,000

PPI, NAICS          30%(UPSA)         135.5        135.3      -0.2         -0.15%         -$450

Code 332                $300,000

AHE, NAICS        35%(UPSA)         17.815      18.779      0.964         5.41%       $18,935

Code 336611          $350,000                                                          ________    

Adjustment to Original Contract Unit Price                                                             $20,505  

    Column 1 ‑ Adjust Period:  In this example, use the index values for Apr 2007

    Column 2 ‑ Amount Per Adjust Period is the Unit Price Subject to Adjustment multiplied by the                                  percentages shown

    Column 3 – Base Index Values:  Given/assumed

    Column 4 ‑ Actual Indexes: Given/assumed as the values for Apr 2007 current as of 21 May 2007.

    Column 5 ‑ Index Difference:  Actual Index (4) minus Base Index Value (3)

    Column 6 ‑ Rate of Change:  Index Difference (5) divided by Base Index Value (3)

    Column 7 ‑ Adjustment: UPSA (2) multiplied by Rate of Change (6).  

H.1.11   ECONOMIC PRICE ADJUSTMENT TABLES: These tables shall be used for the option vessels as applicable.  The contractor shall submit a table to the PCO every six months, beginning 

In May 2006.

ECONOMIC PRICE ADJUSTMENT TABLE 
JUL – DEC 200X Ordering Period
(1)                           (2)             (3)                    (4)          (5)            (6)              (7)

                           Amount                            

                               Per           Jul 2004                          Index       Rate of       Adjust-

Adjust                  Adjust           Base             Actual    Difference   Change        ment

Period                  Period        Index Value     Index     (4)‑(3)          (5)/(3)       (6)X(2)
Apr 200X

PPI, NAICS      10%(UPSA) 

Code 3313127 

PPI, NAICS       30%(UPSA)              

Code 332

AHE, NAICS      35%(UPSA)     

Code 336611            

Note: The above three indexes, and weightings in column 2, are for illustration purposes only.  See Solicitation Atch X for further instructions.

ECONOMIC PRICE ADJUSTMENT TABLE 
JAN – JUN 200X Ordering Period
(1)                          (2)               (3)                  (4)             (5)              (6)              (7)

                          Amount                            

                              Per           Jul 2004                             Index         Rate of       Adjust-

Adjust                  Adjust           Base             Actual    Difference     Change        ment

Period                   Period        Index Value     Index         (4)‑(3)      (5)/(3)       (6)X(2)
Oct 200X

PPI, NAICS       10%(UPSA) 

Code 3313127 

PPI, NAICS       30%(UPSA)              

Code 332

AHE, NAICS      35%(UPSA)     

Code 336611            

Note: The above three indexes, and weightings in column 2, are for illustration purposes only.  See below for further instructions.
Additional Instructions for Economic Price Adjustment (EPA) Clause Covering Material and Labor 

Suggested Possible Material Cost Indexes (Producer Price Indexes, or “PPI”)

NAICS                                                                                                        (Former                                               

Code                         Name of Index                                                         SIC Code *)
3311117                Hot Rolled Bars, Plates, and Structural Shapes             33124

3312211                Cold Rolled Steel Sheet and Strip                                  33167

3313127                Primary Aluminum, Except Extrusion Billet                 33347

331315                  Aluminum Sheet, Plate, & Foil Mfg                              3353

332                        Fabricated Metal Product Mfg                                       34 

332111                  Iron & Steel Forging                                                      3462

3336                      Engine, Turbine &Power Trsmsn Equip Mfg                N/A   

333618                  Other Engine Equipment Mfg                                        3519

335                        Electrical Equipment, Appliance & Component Mfg    N/A

3353143                General Purpose Industrial Controls                              36253

Labor Cost Index (Average Hourly Earnings (“AHE”) for Production Workers)

NAICS                                                                                                      (Former                                               

Code                         Name of Index                                                        SIC Code *)
336611                  AHE for Production Workers; Shipbuilding                  3731

                                  & Repairing                                         

* The SIC Code may or may not be a 100% match to the NAICS code, for price-tracking purposes.

H.2   PENALTYCLAUSE FOR LATE DELIVERY OF LOGISTICS MANAGEMENT INFORMATION (LMI)

Contractors need to be aware that TACOM must meet the requirements of AR 700-142 and obtain formal “Material Release” prior to introducing a new item for use by active Army units, and that the end item required hereunder qualifies as a “new item”.  In addition to the actual test items provided by contractors to demonstrate operational performance, there are significant LMI requirements  called out in this contract that are needed to support the AR 700-142 Material Release.  Contractors should familiarize themselves with the relationship between the LMI requirements of the contract and the requirements for a material release.  A significant, critical part of the support for the material release is based on logistics data and information provided under this contract.
       Contractors play a crucial role in a successful material release by providing accurate and timely data and information allowing TACOM to prepare a material release package that will satisfy the detailed requirements of AR 700-142. The Government has allowed sufficient time in the contract delivery schedule for the preparation and acceptance of the data and documents required to obtain a full material release prior to fielding of the equipment. 

       Failure to provide accurate and timely data as required by the contract causes the Army significant harm, both operationally and financially.  Failure to provide the needed capability damages the Army’s ability to perform its mission, and causes financial loss because of disrupted training schedules and storage costs due to inability to field.

       The Contractor is hereby advised that failure to provide timely and accurate information and hardware as required by the contract which is necessary for the material release process will constitute a default within the meaning of FAR 52.249-8, and, furthermore, shall be cause for rejection of hardware end items required hereunder in accordance with the inspection article of the contract.  Acceptance of hardware end items will not proceed until the contractor fully complies with all requirements under the contract necessary to complete a full AR 700-142 Material Release.  Furthermore, any contractually authorized or other delay in delivery of data and information will be accompanied by a corresponding delay, at the Government’s option, in delivery of hardware items, such that the interval between the delivery of LMI and the hardware end item is maintained as originally written.
       Finally, failure to deliver LMI as required hereunder will trigger withholding under the “Limitation on Withholding of Payments” clause (FAR 52.232-9) in the amount of $250,000 for each deliverable not accepted per the contract.
H.3 Vessel Option
     The contract shall include 15 option vessels.  The Government reserves the right at its sole discretion to exercise between one and  four option vessels in any one 12 month period, and vessels can be ordered incrementally within the 12 month period.  The first      option must be exercised no later than               days after contract award.  The last vessel optioned under this contract must be         ordered no later than          days after contract award.  Delivery of the option vessels shall be in accordance with Section B of the contract.  Option prices shall also be in accordance with Section B of the contract and shall be adjusted every 6 months in accordance with provision H.1 Economic Price Adjustment (EPA).  The Government may exercise an option in any option year, even if they have not exercised an option in the previous year.  

H.4  Vessel Technical and Logistics Options 

The Government reserves the right, at its sole discretion, to add the following additional technical and logistics options to           the vessel.  The Contracting Officer may exercise these options by written notice to the contractor no later than ____ days          after contract award at the prices included in Section B of the contract. The options are as follows:
a) Wash Down Countermeasure System (C.6.1 )

b) Night Vision Goggle (NVG) (C.6.2)

c) Safety and Training Audio/Visual Systems (C.6.3)  

d) Embedded Training (C.31.1)
H.5  Contractor Logistics Support (CLS) Option

The Government reserves the right, at its sole discretion, to exercise this CLS option.  The contractor shall provide 100% logistics support for the first TSV for a period of not more than 24 months. CLS shall include maintenance, supply support, and technical assistance. The contractor shall provide all spare and repair parts, all scheduled and unscheduled maintenance in order for the vessel to perform its intended mission in accordance with the operational profile in paragraph 3.5.5 of the PD. Upon notification by the Government ,the contractor must provide repairs within 48 hrs within the continental US and 72 hrs outside of the US.
H.6 Helicopter Operations Option

The Government reserves the right, at its sole discretion, to exercise the helicopter operations option in accordance with C.32.

H.7    Performance Based Payments

The contractor must submit a proposal for Performance Based Payments (PBPs.).  The contractor must specify events and the amount of each corresponding payment as a dollar amount.  The Government and the contractor must agree on the Performance Based Payment schedule prior to contract award.   Your PBP schedule must conform to the available incremental funding provided at H.8.

Payments under PBPs are based on the achievement of specific events or accomplishments.  Payment events represent a physical change and added value in the product. They are not simply substitutes for incurred costs (progress payments).  Payment events are clear milestones toward the ultimate completion of a contract. 

Samples of good payment events: 

· Receipt of material 

· Machining, forging, fabricating parts 

· Completion of a subassembly 

· Completion of first article testing 

Signing contracts, making modifications, and exercising options are NOT acceptable events. 

Payment Amounts - Criteria For Payment 

Payment amounts-- 

a) Must reflect prudent contract financing. (For example, they shouldn't exceed the value of work performed.) 

b) Must not exceed 90% of the contract price (if on a whole contract basis) or 90% of the delivery item price (if on a delivery item basis). 

c) Can be made on any rational basis, including engineering estimates of stages of completion, hours, or other measures of effort, and the estimated projected cost of performance for each event. 

d) Validation criteria should be structured so that payments can be approved when the underlying event is substantially complete. (The difference between substantial completion and total completion will not adversely affect subsequent activities.) 

H.8   Incremental Funding

a. The R&D funded vessel under this contract shall be incrementally funded. Subject to the availability of funds, the Government contemplates that funds for this contract shall be allotted to the Contractor for the planned Fiscal Years (FY) in the amounts set forth in the Funding Plan set forth below. It is further contemplated that each total planned FY allotment may be allotted incrementally within each FY. The proposed Performance Based Payment schedule at H.7 must conform to the incremental funding available below.  Funding may be carried forward from a previous fiscal year if necessary.   

FY05

$

FY06

$

FY07

$

FY08

$

b. Notwithstanding the incremental funding of this contract, the Contractor is required to comply with the notification requirements of the Limitation of Funds Clause or Limitation of Governments Obligation Clause.

