DO YOU KNOW THE DIFFERENCES
BETWEEN REAS AND CLAIMS?
BY RICHARD D. LIEBERMAN
This article explains the differences between claims and requests
for equitable adjustments (REAs), indicates where both occur in the
federal government contracts life cycle, discusses the requirements
for a claim or an REA, and discusses various ways that the government and contractors resolve them.

LIFE CYCLE OF GOVERNMENT
CONTRACTS—WHERE REAS/CLAIMS
OFTEN OCCUR

The infographic depicted in FIGURE 1 shows the life cycle of government contracts from formation to contract completion.1 REAs and
claims frequently occur during the performance of the contract, and
are very likely when contract changes and terminations occur.

1. FORMATION

Contracts are initiated with a solicitation
using sealed bidding or negotiated procedures. Commercial item contracts have
special rules, as do Multiple Award Schedule
contracts awarded for recurring buys by the
General Services Administration and the
Department of Veterans Affairs. Frequently,
agencies will use indefinite delivery/indefinite quantity contracts, and issue task or
delivery orders to make recurring buys. Disputes that arise during contract formation
are generally bid protests, which are outside
the scope of this article.

2. AWARD

Award is made by the agency to an offer that
is responsive to the solicitation, was submitted by a responsible contractor, and is
consistent with the source selection criteria
in the solicitation. Again, disputes arising
here are generally bid protests.

3. PERFORMANCE

Performance of contracts—the day-to-day
provision of goods and services, and government interactions with contractors—is
probably one of the largest areas where
REAs and claims occurs.

FIGURE 1
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4. ADMINISTRATION

Administration of the awarded contract is a very large area for REAs and
claims. They may arise because of disputes over orders, government inspection techniques, a contractor’s acceptance of an order issued in response to a
quote, unpaid invoices, slowly paid invoices, or problems with subcontracts and
subcontractors.

5. CHANGES

The “Changes” clause, included in virtually every contract (except those for commercial items), is a clause that specifically identifies the rights of contractors to submit
REAs or claims when a contractor is ordered to make a change, or when a “constructive change” has occurred. This is a very important area for REAs and claims.
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Finally, contract closeout and final payment is a significant area for claims and REAs. There are frequently
disputes over releases signed during contract closeout
as well.
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Terminations of contracts for default or the government’s
convenience are areas where there are frequent claims
(including wrongful terminations or improper terminations for convenience).

6. OVERSIGHT

Oversight of contractors is made by auditors (including
the Defense Contract Audit Agency and the Inspectors
General (IG)), the criminal investigators of the IG, and the
FBI. Audits are frequently the cause of an REA or claim—
investigations, less so.
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REA VS. CLAIM

Request for Equitable Adjustment (REA)

Equitable means “dealing fairly and equally with all concerned.”2
The term request for equitable adjustment is not specifically defined in the Federal Acquisition Regulation (FAR). However, an REA
is not a claim, nor is it a routine request for payment; it is—
§§ A request for the interpretation of contract terms or an increase or decrease in the price thereof,

Claim

Claim is defined in the FAR as:
[A] written demand or written assertion by one of the contracting parties

§§ A request for an alteration of the time required for performance of a contract (i.e., the “delivery schedule”), or

seeking, as a matter of right, the payment of money in a sum certain, the

§§ Both.

under or relating to this contract.10

No certification is required unless stated in the contract.3
The courts and boards generally define equitable adjustment as:
[A]n appropriate modification of the amount due under a contract, or the
time required for its performance, because of the issuance of change
order [or a specific clause mandating a change] which is just, fair, and
right in consideration of the facts and circumstances.4

The U.S. Supreme Court has stated that the term equitable adjustment, as used in the Changes clauses of the FAR,5 includes cost of
the work plus reasonable and customary allowance for profit.6
The purpose of an REA is to keep a contractor whole through
reimbursement of increased costs, payment of a fair profit, and allowing more time to perform, when necessary. In general, the idea
is that an REA is non-adversarial, will be negotiated between the
contractor and the government, and the contractor will be made
whole. However, although not designed to be adversarial, this process may ultimately result in a claim that may end up in litigation.
The Department of Defense includes a clause in its contracts7
requiring that any REA that exceeds the simplified acquisition threshold (which is now $150,000, but will be increased to
$250,000 when incorporated into the FAR), must certify them as
follows:
I certify that the request is made in good faith and that the supporting
data are accurate and complete to the best of my knowledge and belief.

An REA can be converted to a claim if a settlement cannot be
agreed to by the parties—if the contractor reformulates it and cer-
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tifies it if necessary. Further, the cost of preparing and prosecuting
a claim against the government is not allowable.8 However, REAs
are matters of contract administration, not litigation, and the costs
of their preparation and negotiation are allowable.9
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adjustment or interpretation of contract terms, or other relief arising

A claim must be certified if it seeks more than $100,000. A voucher,
invoice, or other routine request for payment that is not in dispute
when submitted is not a “claim” under the Contract Disputes
statute.11

THE “CHANGES” CLAUSE

The source of many equitable adjustments and claims is the
“Changes” clause,12 which, in federal government contracts, states:
a      )

The contracting officer may at any time, by written order, and without

notice to sureties, if any, make changes within the general scope of the

contract in any one or more of the following:

1      )

2      )

b      )

3      )

Drawings, design, or specifications when the supplies to be

furnished are to be specially manufactured for the government in

accordance with drawings, designs or specifications.
Method of shipment or packing.
Place of delivery.

If any such change causes an increase or decrease in cost of, or the time

required for, performance of any part of the work under this contract,

whether or not changed by the order, the contracting officer shall make

an equitable adjustment in the contract price, the delivery schedule, or
both, and shall modify the contract.13

It should be noted that this clause includes all changes—whether
ordered by the government or constructive changes. A “constructive change” occurs when the actual work or product required
by the contract is different from what is stated in the contract.
Instead of treating that change as a breach of contract (which it
would generally be in a nongovernmental contract), the change
is treated as a “constructive change.” As stated in the “Changes”
clause, the contractor must notify the government that the constructive change has occurred within 30 days. To receive payment,
the contracting officer must ratify the unauthorized work, which is
why an REA is needed.

DO YOU KNOW THE DIFFERENCES BETWEEN REAS AND CLAIMS?

EXAMPLES OF CONSTRUCTIVE CHANGES THAT GIVE RISE TO EQUITABLE
ADJUSTMENTS

FIGURE 2 below portrays typical examples of constructive changes where the FAR explicitly prescribes the granting of an equitable
adjustment.

FIGURE 2. Examples of Constructive Changes That Give Rise to Equitable Adjustments
FAR 43.103
and 43.204
(see also the
clauses at
FAR 52.2431–3.

1.

Change orders. Contract modifications that result from either unilateral or bilateral changes are eligible for equitable
adjustments. Contracting officers are required to negotiate equitable adjustments resulting from change orders in the
shortest practicable time.

3.

Under the termination clause, after partial termination, a contractor may request an equitable adjustment in the price or
prices of the continued portion of a fixed-price contract.

4.

If the security classification or security requirements of a contract are changed by the government, the contractor is entitled to an equitable adjustment.

5.

If the quantity of a unit-priced item in a construction contract is an estimated quantity and the actual quantity of the
unit-priced item varies more than 15% above or below the estimated quantity, the contractor is entitled to an equitable
adjustment.

6.

If the contractor is requested by the contracting officer to revise technical data to reflect engineering design changes
made during the performance of a contract and affecting the form, fit, and function of any item (other than technical data)
delivered under the contract, the contractor is entitled to an equitable adjustment.

7.

If the contract cost is affected by a change which the contractor is required to make to the contractor’s established cost
accounting practices, the contractor is entitled to an equitable adjustment.

8.

If a protest of an award is filed after award, and the contracting officer issues a stop work order to an awardee, the
awardee is entitled to an equitable adjustment.

FAR
52.2333.

9.

If the contractor encounters materially different site conditions that cause an increase or decrease in the contractor’s cost
of, or the time required for, performing any part of the work under the contract, whether or not changed as a result of the
conditions, the contractor is entitled to an equitable adjustment.

10.

If the performance of all or any part of the work is, for an unreasonable period of time, suspended, delayed, or interrupted
by an act of the contracting officer in the administration of the contract, or by the contracting officer’s failure to act within
the time specified in the contract (or within a reasonable time if not specified), the contractor is entitled to an equitable
adjustment.

FAR 52.242-14.

11.

If a stop-work order issued under this clause is issued and then canceled, the contractor is entitled to an equitable adjustment in schedule or price.

FAR
52.24215.

12.

If a change ordered by the contracting officer or a constructive change causes an increase or decrease in the cost of, or
the time required for, performance of any part of the work under a contract, whether or not changed by the order, the contracting officer must make an equitable adjustment in the contract price, the delivery schedule, or both, and shall modify
the contract.

FAR 52.243-1
(see also the
fixed-price
changes and
other change
order clauses at
-2, -3).

13.

If government-furnished property is not delivered to the contractor by the dates stated in the contract, or the property is
delivered in a condition not suitable for its intended use, the contractor is entitled to an equitable adjustment.

14.

If the Department of Homeland Security denies a contractor’s application or designation or certification of an item under
the Support Anti-Terrorism by Fostering Technologies Act of 2002 (SAFETY Act), the contractor may request an equitable
adjustment in price based on lack of SAFETY Act designation or certification.

FAR
49.208.

Failure to provide timely disposition instructions for disposal of inventory may entitle the contractor to an equitable
adjustment.

FAR
52.2302.

FAR
45.602-1.

2.

FAR
52.204-2.
FAR 52.21118.
FAR
52.227-21.
FAR
52.236-2.
FAR
52.2451.
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HOW TO PRESENT AN REA

There is no official method of presenting an REA described in the FAR. However, the guidelines outlined in FIGURE 3 below should assist in
presenting your REA.
FIGURE 3. Guidelines for Presenting an REA
Send the REA to the contracting
officer, in writing, or submit
informally to a contracting
officer’s representative or
contract specialist (in which case
you should also submit it to the
contracting officer, since only the
contracting officer can change the
contract.
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State a specific date after which
you shall consider the REA denied,
and shall file a formal claim. If you
do not do so, there is no “end
date” for government consideration, and the agency may decide
to sit on the REA forever.

Prepare your request in short,
numbered paragraphs to make
it easy to use later, if necessary.
Numbered paragraphs can be
used in a complaint if you litigate
later.

Include all supporting data
in your REA or in exhibits.

Explain the basis in the FAR
for granting the REA.

Cite the specific contract
number, and the reason for the
REA (a clause, a change order, a
constructive change, a differing
site condition, etc.).

Include a certification if
required by a specific clause
in your contract.

Send via receipted carrier
(FedEx, Certified Mail, UPS,
etc.—with receipt required)
so you have proof that the
government received it.
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WHAT HAPPENS TO AN REA?

FIGURE 4 below shows what happens during the submission of the REA, and how the contractor can effectively ensure that its rights are
respected.
FIGURE 4. What Happens to an REA?

5.

If contracting officer doesn't act
on the REA, the contractor may
file a formal claim stating the
matter is now in dispute.*

4.

If contractor obtains full or
partial approval of REA, it
can accept it or file a formal
(certified if neccessary) claim
for the balance.

*(This is why it is
recommended to
give the contracting
officer a deadline.
There is no deadline
in the FAR for agency
consideration of an
REA.)

3.
Negotiations continue until
finalized.

2.
Contracting officer reviews
REA and:

Step 2 repeats
until negotiations
are finalized.

A.

B.

C.

D.

Grants it in full
or part,

Requests more
information, or

Denies it,

Initiates
negotiations.

1.
Contractor prepares REA and
submits it in writing to the
contracting officer.
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REQUIREMENTS OF A CONTRACT DISPUTES ACT CLAIM

The requirements for a claim under the Contract Disputes Act (CDA)14 are shown in FIGURE 5 below.15
FIGURE 5. Requirements of a Contract Disputes Statute Claim
The claim must be in writing.
It must request a final decision from the contracting officer.
It must seek payment as a matter of right (stating that you are specifically entitled to the claimed relief or
amount, under the FAR or by law).
“I certify that the claim is
made in good faith; that
the supporting data are
accurate and complete to
the best of my knowledge and belief; that the
amount requested accurately reflects the contract
adjustment for which the
contractor believes the
government is liable; and
that I am duly authorized
to certify the claim on
behalf of the contractor.”

It must seek a “sum certain” (i.e., a specific amount or specific relief, not an approximate amount or a
vague “please make an adjustment”).
The claim must be specific, not a general statement.
The claim must be submitted to the contracting officer (CORs and contract specialists are not authorized to receive or act on claims).
The claim must be non-routine (i.e., it must be in dispute)—meaning it cannot be a routine invoice,
voucher, or request for payment (unless that has “ripened” into a specific refusal of the government to
pay what you believe you are owed).
If over $100,000, the claim must be certified. This certification may be executed by any person duly
authorized to bind the contractor with respect to a claim. The claim must be certified as follows:

Webinars
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Upcoming Webinars
• Presented during lunch time in
busy
order to fit into the schedule of
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• Bundled Pricing Available
(When Purchasing Two Webinars

Within One Month)
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JANUARY 25:
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FEBRUARY 28:
MARCH 14:
MARCH 21:
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Labor Hour Pricing
Profit Analysis and Weighted Guidelines
Service Contract Act
FAR/DFARS Update
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XXX

ELEMENTS OF A TYPICAL CDA CLAIM
AND HOW TO PRESENT IT
A typical claim under the CDA should include:

You may convert an REA to a formal CDA claim by:
§§ Adding certification,
§§ Formally submitting it in writing to the contracting officer, and

§§ A summary of the claim,
§§ A discussion of the relevant contract requirements, and
§§ An explanation of the actual work performed (or how work was
impeded).

§§ Changing the text of the claim to make clear that it is a CDA
claim (not an REA).
FIGURE 6 below shows the typical steps in the submission of the
claim, including what the contractor should submit.

It should also include an outline of extra or changed work forming
the basis of the claim as well as your pricing of that work, plus a legal basis or theory for the claim (constructive change, delay, etc.)
FIGURE 6. Typical Steps in Submission of the Claim

Send the claim to the contracting officer in writing.

Advise the contracting officer
that this claim is submitted pursuant to the Contract Disputes
Act and the “Disputes” clause of
your contract.

Request a formal decision
within 60 days as required by
law.

Explain the basis in the FAR or
the law for granting the claim.

Cite the specific contract
number, and the reason for
the claim.

Prepare your request in short,
numbered paragraphs (to
make it easy to use later, if
necessary— if you prepared an
REA, use it as a guide).

Include all supporting data in
your claim or in exhibits.

Include the required
certification if the claim is
over $100,000.

Send via receipted carrier
(FedEx, Certified Mail, UPS, etc.
with receipt required) to ensure
that you can prove it was
submitted. Also, if you email
it, be sure to get a return email
acknowledging receipt by the
contracting officer.
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CREDITS WITH NCMA E-COURSE OFFERINGS.
E-courses are interactive, self-paced, range from 2–4 hours each, and include
comprehensive resources and templates to enhance your understanding.
New! Two-hour e-courses focused on the pre-award and post-award phases of the
contract life cycle, ranging in difficulty from basic to intermediate.
Pricing starts at $180 for members; $225 for nonmembers.

Advance your learning today
www.ncmahq.org/learningpathways

DO YOU KNOW THE DIFFERENCES BETWEEN REAS AND CLAIMS?

THE CLAIMS AND REA PROCESS AT THE BOARDS OF CONTRACT APPEALS AND
THE COURT OF FEDERAL CLAIMS
FIGURE 7 below shows how REAs and claims are handled by the Boards of Contract Appeals and the Courts.

CONTRACTOR CLAIMS
Contractor
submits REA for
$$ or for adjustment. (Certified if
required)

Contracting
Officer denies or
takes no action.

Contractor submits claim. (Certified if over $100K)
(60 days < $100K or fails to
specify date certain > $100K)

FINAL
CONTRACTING
OFFICER
DECISION

GOVERNMENT CLAIMS
Government issues written
claim (e.g. debt offset,
defective pricing).

Contractor denies or takes no
action.

Appeal at Agency Board of
Contract Appeals (within 90
days).

File Complaint at Court of
Federal Claims (within 12
months)

Appeal to Court of Appeals for
Federal Circuit (60 days from
COFC decision, 90 days from
BCA desicion).

Appeal to U.S. Supreme Court
(request certiori)
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FIGURE 8. REAs vs. Claims

KEY DIFFERENCES

58

REA

CLAIM

To Whom Submitted?

May be submitted to contracting officer, COR, or
contract specialist, but only the contracting officer
may approve a change to the contract (so submission
to the contracting officer is recommended).

Must be submitted to the contracting officer.

In Writing?

May be in any form, including oral, but written makes
the most sense. May be less formal than a claim (e.g.,
a few spreadsheets with notes).

Must be in writing.

Statute of Limitations

None—but not after the contract is closed.

Six years from the date of accrual of claim.

Required Format

None—but should follow the contract and include
supporting data.

None—but should follow the contract and include all
required elements, plus the supporting data.

Sum Certain

Must state a sum certain or specific clause you seek
relief from.

Must state a sum certain or specific clause you seek
relief from.

In Dispute; Nonroutine

This issue is technically not in dispute at the REA
stage; it is based on attempting to negotiate an equitable adjustment.

Must state that the item is not a routine request for
payment, and that the matter is nonroutine and in
dispute.

Must You Request a
Contracting Officer
Decision in Your
Document?

Not required.

Yes.

Must You State that
You Are Entitled
to the Claim “As a
Matter of Right” and
Demand Payment or
Adjustment?

Not required.

Yes.

Certification

Not generally required, but the Department of
Defense requires it for claims over the Simplified
Acquisition Threshold. Other agency contracts may
include a clause so requiring.

Required for all claims over $100,000.

Deemed Denied

Never “deemed denied,” unless the contractor sets a
deemed denial date in its REA.

“Deemed denied” by law after 60 days if under
$100,00, or if the contracting officer fails to notify the
contractor on a claim over $100,000 of a date certain
for decision.

Finality of Decision

Not final—the contractor may submit a claim.

Final unless appealed by the contractor.

Alternative Dispute
Resolution (ADR)

Available.

Available.

Appeals

Disappointed contractor may file a formal claim.

The contractor or the government (i.e., on a government claim) may appeal to a Board of Contract Appeals or the Court of Federal Claims.

Interest on REA/Claim?

None.

From the date the claim is submitted until payment.
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For contractor claims (line 1), the contractor submits an REA for
money or some kind of contract adjustment (which is certified,
if required). The contracting officer either denies the REA or
takes no action (i.e., a “constructive denial”). The contractor then
submits a claim to the contracting officer and certifies it if it is over
$100,000. The contracting officer has 60 days to rule on the claim
if it is under $100,000. If over $100,000, the contracting officer
must either rule in 60 days or state a specific date when he or she
will rule on it, explaining why it will take longer (very large amount,
very complex, etc.).

appeal to a Board of Contract Appeals or the Court of Federal
Claims. The decision on that appeal may be further appealed by
either party in the court system. CM

Post about this article on NCMA Collaborate at
http://collaborate.ncmahq.org.

ENDNOTES

The contracting officer must issue a final decision on the claim. If
he or she fails to issue a final decision, the claim will be “deemed
denied,” and the contractor may take an immediate appeal.

1. This infographic incorporates the Contract Life Cycle Phases and Domains of
the Contract Management Body of Knowledge (CMBOK) (Ashburn, VA: NCMA,
2018).

When the government has a claim (line 2) against a contractor
(e.g., a claim for return of overpayments, a debt offset, or defective pricing), the contracting officer simply issues a final decision
to the contractor.

4. Norair Eng’g Corp., GSBCA No. 1178, 66-1 BCA ¶ 5312.

Based on the final contracting officer decision (or a deemed
denial), the contractor has a choice of either:
§§ Appealing a full or partial denial at an Agency Board of Contract Appeals (the Armed Services Board of Contract Appeals
or the Civilian Board of Contract Appeals), or
§§ Appealing to the U.S. Court of Federal Claims.
After the court or board rules, either the contractor or the United
States may appeal to the Court of Appeals for the Federal Circuit,
and ultimately to the Supreme Court, if certiorari is granted.

2. Merriam-Webster, “equitable,” available at
www.merriam-webster.com/dictionary/equitable.
3. FAR 52.243-1, “Changes—Fixed Price.”
5. FAR 52.243-1–3.
6. See United States v. Callahan Walker Const. Co, 317 U.S. 56, 61 (1942).
7. See Defense FAR Supplement (DFARS) 243.204-71.
8. FAR 31.205-47(f).
9. As per Bill Strong Enterprises, Inc. v. Shannon, 49 F. 3d 1541 (Fed. Cir. 1995); see
also FAR 31.205-33.
10. FAR 52.233-1(c).
11. 41 USC Chapter 71 (formerly the Contract Disputes Act of 1978).
12. FAR 52.243-1, -2, -3, and -4.
13. FAR 52.243-1(a)–(b) (emphasis added).
14. 41 USC Chapter 71 (formerly the Contract Disputes Act of 1978).
15. Derived from 41 USC 7103.

SUMMARY COMPARISON OF REAS AND
CLAIMS
FIGURE 8 on the previous page summarizes the key differences between REAs and claims. The major differences include:

§§ The formality of the claim compared to the informality of the
REA,
§§ The statements that must be included in the claim,
§§ The 60-day “deemed denial” period for the claim (with no such
corresponding period in an REA),
§§ The different certification requirements, and
§§ Whether or not you will receive interest on the request.
Most contractors begin their requests for money or relief by submitting an REA—the preparation of which is chargeable as a cost of
administration (the cost of preparing a claim may not be charged).
Contractors seek a negotiated solution on their REA, and if satisfied, they stop. However, if an acceptable solution is not possible,
the contractor will typically submit a claim, and the negotiation
process may start again (or the claim may be denied). If the resolution of the claim is unsatisfactory to the contractor, it may file an
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