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‘‘average’ prime contractor or subcon-
tractor, which would be applicable to,
and which normally would be amor-
tized over, the items or services to be
furnished under the multiyear require-
ments. Nonrecurring costs include such
costs, where applicable, as plant or
equipment relocation or rearrange-
ment, special tooling and special test
equipment, preproduction engineering,
initial rework, initial spoilage, pilot
runs, allocable portions of the costs of
facilities to be acquired or established
for the conduct of the work, costs in-
curred for the assembly, training, and
transportation to and from the job site
of a specialized work force, and unreal-
ized labor learning. They shall not in-
clude any costs of labor or materials,
or other expenses (except as indicated
above), which might be incurred for
performance of subsequent program
year requirements. The total estimate
of the above costs must then be com-
pared with the best estimate of the
contract cost to arrive at a reasonable
percentage or dollar figure. To perform
this calculation, the contracting offi-
cer should obtain in-house engineering
cost estimates identifying the detailed
recurring and nonrecurring costs, and
the effect of labor learning.

(3) The contracting officer shall es-
tablish cancellation dates for each pro-
gram year’s requirements regarding
production lead time and the date by
which funding for these requirements
can reasonably be established. The con-
tracting officer shall include these
dates in the schedule, as appropriate.

(d) Cancellation ceilings. Cancellation
ceilings and dates may be revised after
issuing the solicitation if necessary. In
sealed bidding, the contracting officer
shall change the ceiling by amending
the solicitation before bid opening. In
two-step sealed bidding, discussions
conducted during the first step may in-
dicate the need for revised ceilings and
dates which may be incorporated in
step two. In a negotiated acquisition,
negotiations with offerors may provide
information requiring a change in can-
cellation ceilings and dates before final
negotiation and contract award.

(e) Payment of cancellation charges. If
cancellation occurs, the Government’s
liability will be determined by the
terms of the applicable contract.

17.106-2

(f) Presolicitation or pre-bid con-
ferences. To ensure that all interested
sources of supply are thoroughly aware
of how multiyear contracting is accom-
plished, use of presolicitation or pre-
bid conferences may be advisable.

(g) Payment limit. The contracting of-
ficer shall limit the Government’s pay-
ment obligation to an amount avail-
able for contract performance. The
contracting officer shall insert the
amount for the first program year in
the contract upon award and modify it
for successive program years upon
availability of funds.

(h) Termination payment. If the con-
tract is terminated for the convenience
of the Government in whole, including
requirements subject to cancellation,
the Government’s obligation shall not
exceed the amount specified in the
Schedule as available for contract per-
formance, plus the cancellation ceiling.

[61 FR 39204, July 26, 1996, as amended at 62
FR 51270, Sept. 30, 1997]

17.106-2 Solicitations.

Solicitations for multiyear contracts
shall reflect all the factors to be con-
sidered for evaluation, specifically in-
cluding the following:

(a) The requirements, by item of sup-
ply or service, for the—

(1) First program year; and

(2) Multiyear contract including the
requirements for each program year.

(b) Criteria for comparing the lowest
evaluated submission on the first pro-
gram year requirements to the lowest
evaluated submission on the multiyear
requirements.

(c) A provision that, if the Govern-
ment determines before award that
only the first program year require-
ments are needed, the Government’s
evaluation of the price or estimated
cost and fee shall consider only the
first year.

(d) A provision specifying a separate
cancellation ceiling (on a percentage or
dollar basis) and dates applicable to
each program year subject to a can-
cellation (see 17.106-1 (c) and (d)).

(e) A statement that award will not
be made on less than the first program
year requirements.

(f) The Government’s administrative
costs of annual contracting may be
used as a factor in the evaluation only
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17.106-3

if they can be reasonably established
and are stated in the solicitation.

(9) The cancellation ceiling shall not
be an evaluation factor.

17.106-3 Special procedures applicable
to DoD, NASA, and the Coast
Guard.

(a) Participation by subcontractors,
suppliers, and vendors. In order to
broaden the defense industrial base, to
the maximum extent practicable—

(1) Multiyear contracting shall be
used in such a manner as to seek, re-
tain, and promote the use under such
contracts of companies that are sub-
contractors, suppliers, and vendors;
and

(2) Upon accrual of any payment or
other benefit under such a multiyear
contract to any subcontractor, sup-
plier, or vendor company participating
in such contract, such payment or ben-
efit shall be delivered to such company
in the most expeditious manner prac-
ticable.

(b) Protection of existing authority. To
the extent practicable, multiyear con-
tracting shall not be carried out in a
manner to preclude or curtail the ex-
isting ability of the Department or
agency to provide for termination of a
prime contract, the performance of
which is deficient with respect to cost,
quality, or schedule.

(c) Cancellation or termination for in-
sufficient funding. In the event funds
are not made available for the continu-
ation of a multiyear contract awarded
using the procedures in this section,
the contract shall be canceled or ter-
minated.

(d) Contracts awarded under the
multiyear procedure shall be firm-
fixed-price, fixed-price with economic
price adjustment, or fixed-price incen-
tive.

(e) Recurring costs in cancellation ceil-
ing. The inclusion of recurring costs in
cancellation ceilings is an exception to
normal contract financing arrange-
ments and requires approval by the
agency head.

(f) Annual and multiyear proposals. Ob-
taining both annual and multiyear of-
fers provides reduced lead time for
making an annual award in the event
that the multiyear award is not in the
Government’s interest. Obtaining both
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also provides a basis for the computa-
tion of savings and other benefits.
However, the preparation and evalua-
tion of dual offers may increase admin-
istrative costs and workload for both
offerors and the Government, espe-
cially for large or complex acquisi-
tions. The head of a contracting activ-
ity may authorize the use of a solicita-
tion requesting only multiyear prices,
provided it is found that such a solicita-
tion is in the Government’s interest,
and that dual proposals are not nec-
essary to meet the objectives in 17.105-
2.

(g) Level unit prices. Multiyear con-
tract procedures provide for the amor-
tization of certain costs over the entire
contract quantity resulting in iden-
tical (level) unit prices (except when
the economic price adjustment terms
apply) for all items or services under
the multiyear contract. If level unit
pricing is not in the Government’s in-
terest, the head of a contracting activ-
ity may approve the use of variable
unit prices, provided that for competi-
tive proposals there is a valid method
of evaluation.

17.107 Options.

Benefits may accrue by including op-
tions in a multiyear contract. In that
event, contracting officers must follow
the requirements of subpart 17.2. Op-
tions should not include charges for
plant and equipment already amor-
tized, or other nonrecurring charges
which were included in the basic con-
tract.

17.108 Congressional notification.

(a) Except for DoD, NASA, and the
Coast Guard, a multiyear contract
which includes a cancellation ceiling in
excess of $10 million may not be award-
ed until the head of the agency gives
written notification of the proposed
contract and of the proposed cancella-
tion ceiling for that contract to the
committees on appropriations of the
House of Representatives and Senate
and the appropriate oversight commit-
tees of the House and Senate for the
agency in question. Information on
such committees may not be readily
available to contracting officers. Ac-
cordingly, agencies should provide such
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