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On February 26, 2025, the Trump administration released an executive order (EO) titled, “Implementing the
President’s ‘Department of Government Efficiency’ Cost Efficiency Initiative,” which aims to transform the federal
government’s approach to spending on contracts, grants and loans.

The primary directives in the EO apply to “covered contracts and grants.” This is defined as discretionary
spending? through federal contracts, grants, loans and related instruments,? but carves out direct assistance to

individuals;3 expenditures related to immigration enforcement, law enforcement, the military, public safety and
the intelligence community; and other critical, acute or emergency spending, as determined by the relevant
agency head. Effective immediately, each agency head is to commence a review of all existing covered
contracts and grants with the intention of terminating and modifying contracts and grants “to promote efficiency
and advance the policies of the [Trump] Administration” through a reduction or reallocation of federal spending.
Reviews will be conducted in consultation with the agency’s Department of Government Efficiency (DOGE) team
lead and are mandated for completion within 30 days of the EQ’s release. The EO prioritizes the review of

covered contracts and grants to educational institutions and foreign entities for “waste, fraud, and abuse.”*

The new EO leaves some discretion with agency heads to identify those “covered contracts and grants” that
should be terminated to advance the twin goals of efficiency and promoting the Trump administration’s policies —
though the EO arguably directs agency personnel to apply a presumption of termination on the theory that it’s
more “efficient” to not spend federal funds on contract payments than to spend such funds. This EQ’s direction,
and the uncertainty likely to follow among agency contracting personnel and contractors alike, parallels
executive orders issued the first week of the new administration that direct similar agency reviews of federal
financial assistance funding and implement a temporary “funding freeze” that has been the subject of federal
court litigation since it began.

The new EO also transforms the process by which covered contracts and grants are reviewed and approved
going forward.

* New review process: Each agency head is directed to conduct a “comprehensive review of each agency’s contracting
policies, procedures, and personnel” within 30 days of the EO and cannot issue or approve any new contracting officer
warrants (e.g., authorization to execute contracts funded by taxpayer dollars on behalf of the government) during the review
period, unless the agency head determines otherwise.

o Written justifications: Each agency is directed to build “a centralized technological system” that will record all payments
connected with each covered contract and grant and require the inclusion of a “brief, written justification for each payment”
prior to the payment’s approval. Agency-specific guidance regarding the submission of these accountability measures will
follow the build out of the system and are to be publicly available, as permitted by law and as deemed practicable by each
agency head.

e New contract award pause and requirement for approvals: New covered contracts and grants may not be awarded until
each agency head, in consultation with the agency’s DOGE team lead, issues guidance on signing new contracts or modifying
existing contracts consistent with the EO — though each agency head may approve new contracts prior to the issuance of
such guidance on a case-by-case basis. In addition, the DOGE team lead for each agency will provide the administrator of the
US DOGE service with a monthly “informational report” about the agency’s contracting activities, which is to include all
payment justifications.

Beyond the directives pertaining to covered contracts and grants, the EO also establishes temporary procedures
for federal employee travel to conferences, for “non-essential purposes,” a credit card freeze for all federal


https://www.whitehouse.gov/presidential-actions/2025/02/implementing-the-presidents-department-of-government-efficiency-cost-efficiency-initiative/

employees (except for disaster relief, natural disaster response benefits, or operations or other critical services),
and certain actions pertaining to real property subject to an agency’s administration (in terms of confirmation of
inventory, identification of lease termination rights and submission of a disposition plan for unnecessary
government-owned real property).

The EO notes that it does not apply to:

o Law enforcement officers or covered contracts and grants pertaining to the enforcement of federal criminal or immigration
law.

e US Customs and Border Protection and the Department of Homeland Security’s US Immigration and Customs Enforcement.

e The uniformed services.

e Any other covered grant or contract, agency component or real property that an agency head exempts in writing.

e Classified information or classified information systems.

This suggests that defense, intelligence and some homeland security agency contracts may be largely or
entirely protected — though contractors with defense, intelligence and civilian agency customers should be alert
to communication from their contracting officers and should immediately consider a proposed response to
potential stop work orders and/or terminations. Notably, multiple federal district courts have enjoined various
aspects of the president’s first-week executive orders relating to federal financial assistance funding, and it’s
reasonable to expect that this EO also will be challenged in federal court.

Notes

1. Discretionary spending refers to funds that require approval by Congress and the president through an
annual appropriations process. Such funds support a broad array of programs, ranging from defense to
education. In contrast, mandatory spending refers to funding for entitlement programs, such as Medicare
and Social Security.

2. “Related instruments” is not defined, but in this context could include nontraditional contractual vehicles,
like cooperative agreements, cooperative research and development agreements (CRADAs) and other
transaction agreements (OTAs).

3. “Direct assistance to individuals” is partly already excluded as nondiscretionary spending (e.g., Medicare
and Social Security) but also may exclude federal programs supported by discretionary funding or a mix of
discretionary and mandatory funding — such as certain benefits and services provided by the Department
of Veterans Affairs (VA).

4. See also the executive order on “Reevaluating and Realigning United States Foreign Aid” (January 20,
2025).

5. According to 20 CFR 404.1330, generally: Navy, Marine Corps, Air Force, Army, National Oceanic and
Atmospheric Administration (NOAA), Public Health Service, Fleet Reserve and the four US military service
academies.
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