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(3) The time between the award of
the contract containing the option and
the exercise of the option is so short
that it indicates the option price is the
lowest price obtainable or the more ad-
vantageous offer. The contracting offi-
cer shall take into consideration such
factors as market stability and com-
parison of the time since award with
the usual duration of contracts for
such supplies or services.

(e) The determination of other fac-
tors under (c¢)(3) of this section should
take into account the Government’s
need for continuity of operations and
potential costs of disrupting oper-
ations.

(f) Before exercising an option, the
contracting officer shall make a writ-
ten determination for the contract file
that exercise is in accordance with the
terms of the option, the requirements
of this section, and part 6. To satisfy
requirements of part 6 regarding full
and open competition, the option must
have been evaluated as part of the ini-
tial competition and be exercisable at
an amount specified in or reasonably
determinable from the terms of the
basic contract, e.g.—

(1) A specific dollar amount;

(2) An amount to be determined by
applying provisions (or a formula) pro-
vided in the basic contract, but not in-
cluding renegotiation of the price for
work in a fixed-price type contract;

(3) In the case of a cost-type con-
tract, if—

(i) The option contains a fixed or
maximum fee; or

(ii) The fixed or maximum fee
amount is determinable by applying a
formula contained in the basic con-
tract (but see 16.102(c));

(4) A specific price that is subject to
an economic price adjustment provi-
sion; or

(5) A specific price that is subject to
change as the result of changes to pre-
vailing labor rates provided by the Sec-
retary of Labor.

(g) The contract modification or
other written document which notifies
the contractor of the exercise of the
option shall cite the option clause as
authority.

[48 FR 42231, Sept. 19, 1983, as amended at 50
FR 1742, Jan. 11, 1985; 50 FR 52429, 52434, Dec.
23, 1985; 53 FR 17858, May 18, 1988]

17.208

17.208 Solicitation provisions and con-
tract clauses.

(a) Insert a provision substantially
the same as the provision at 52.217-3,
Evaluation Exclusive of Options, in so-
licitations when the solicitation in-
cludes an option clause and does not
include one of the provisions prescribed
in paragraph (b) or (c) below.

(b) Insert a provision substantially
the same as the provision at 52.217-4,
Evaluation of Options Exercised at
Time of Contract Award, in solicita-
tions when the solicitation includes an
option clause, the contracting officer
has determined that there is a reason-
able likelihood that the option will be
exercised, and the option may be exer-
cised at the time of contract award.

(c) Insert a provision substantially
the same as the provision at 52.217-5,
Evaluation of Options, in solicitations
when—

(1) The solicitation contains an op-
tion clause;

(2) An option is not to be exercised at
the time of contract award;

(3) A firm-fixed-price contract, a
fixed-price contract with economic
price adjustment, or other type of con-
tract approved under agency proce-
dures is contemplated; and

(4) The contracting officer has deter-
mined that there is a reasonable likeli-
hood that the option will be exercised.
For sealed bids, the determination
shall be in writing.

(d) Insert a clause substantially the
same as the clause at 52.217-6, Option
for Increased Quantity, in solicitations
and contracts, other than those for
services, when the inclusion of an op-
tion is appropriate (see 17.200 and
17.202) and the option quantity is ex-
pressed as a percentage of the basic
contract quantity or as an additional
quantity of a specific line item.

(e) Insert a clause substantially the
same as the clause at 52.217-7, Option
for Increased Quantity—Separately
Priced Line Item, in solicitations and
contracts, other than those for serv-
ices, when the inclusion of an option is
appropriate (see 17.200 and 17.202) and
the option quantity is identified as a
separately priced line item having the
same nomenclature as a corresponding
basic contract line item.
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17.401

(f) Insert a clause substantially the
same as the clause at 52.217-8, Options
to Extend Services, in solicitations and
contracts for services when the inclu-
sion of an option is appropriate. (See
17.200, 17.202, and 37.111.)

(g) Insert a clause substantially the
same as the clause at 52.217-9, Option
to Extend the Term of the Contract, in
solicitations and contracts when the
inclusion of an option is appropriate
(see 17.200 and 17.202) and it is nec-
essary to include in the contract any
or all of the following:

(1) A requirement that the Govern-
ment must give the contractor a pre-
liminary written notice of its intent to
extend the contract.

(2) A statement that an extension of
the contract includes an extension of
the option.

(3) A specified limitation on the total
duration of the contract.

[48 FR 42231, Sept. 19, 1983, as amended at 53
FR 17858, May 18, 1988; 54 FR 5055, Jan. 31,
1989; 54 FR 29281, July 11, 1989; 55 FR 38516,
Sept. 18, 1990; 60 FR 42656, Aug. 16, 1995; 64 FR
51843, Sept. 24, 1999]

Subpart 17.3 [Reserved]

Subpart 17.4—Leader Company
Contracting

17.401 General.

Leader company contracting is an ex-
traordinary acquisition technique that
is limited to special circumstances and
utilized only when its use is in accord-
ance with agency procedures. A devel-
oper or sole producer of a product or
system is designated under this acqui-
sition technique to be the leader com-
pany, and to furnish assistance and
know-how under an approved contract
to one or more designated follower
companies, so they can become a
source of supply. The objectives of this
technique are one or more of the fol-
lowing:

(a) Reduce delivery time.

(b) Achieve geographic dispersion of
suppliers.

(c) Maximize the use of scarce tool-
ing or special equipment.

(d) Achieve economies in production.

(e) Ensure uniformity and reliability
in equipment, compatibility or stand-
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ardization of components, and inter-
changeability of parts.

(f) Eliminate problems in the use of
proprietary data that cannot be re-
solved by more satisfactory solutions.

(g) Facilitate the transition from de-
velopment to production and to subse-
quent competitive acquisition of end
items or major components.

17.402 Limitations.

(a) Leader company contracting is to
be used only when—

(1) The leader company has the nec-
essary production know-how and is
able to furnish required assistance to
the follower(s);

(2) No other source can meet the Gov-
ernment’s requirements without the
assistance of a leader company;

(3) The assistance required of the
leader company is limited to that
which is essential to enable the fol-
lower(s) to produce the items; and

(4) Its use is authorized in accordance
with agency procedures.

(b) When leader company contracting
is used, the Government shall reserve
the right to approve subcontracts be-
tween the leader company and the fol-
lower(s).

17.403 Procedures.

(a) The contracting officer may
award a prime contract to a—

(1) Leader company, obligating it to
subcontract a designated portion of the
required end items to a specified fol-
lower company and to assist it to
produce the required end items;

(2) Leader company, for the required
assistance to a follower company, and
a prime contract to the follower for
production of the items; or

(3) Follower company, obligating it
to subcontract with a designated leader
company for the required assistance.

(b) The contracting officer shall en-
sure that any contract awarded under
this arrangement contains a firm
agreement regarding disclosure, if any,
of contractor trade secrets, technical
designs or concepts, and specific data,
or software, of a proprietary nature.
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