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(B) The head of the agency shall pro-
vide copies of the notification to the
Office of Management and Budget at
least 14 days before contract award in
accordance with the procedures at PGI
217.1.

(3) The proposed multiyear contract
provides for production at not less than
minimum economic rates, given the ex-
isting tooling and facilities (10 U.S.C.
2306b(i)(1)(B)). The head of the agency
shall submit to USD(C)(P/B) informa-
tion supporting the agency’s deter-
mination that this requirement has
been met.

(4) If the value of a multiyear con-
tract for a particular system or compo-
nent exceeds $500 million, use of a
multiyear contract is specifically au-
thorized by—

(i) An appropriations act (10 U.S.C.
2306b(1)(3)); and

(ii) A law other than an appropria-
tions act (10 U.S.C. 2306b(i)(3)).

(5) The contract is for the procure-
ment of a complete and usable end
item (10 U.S.C. 2306b(i)(4)(A)).

(6) Funds appropriated for any fiscal
year for advance procurement are obli-
gated only for the procurement of
those long-lead items that are nec-
essary in order to meet a planned deliv-
ery schedule for complete major end
items that are programmed under the
contract to be acquired with funds ap-
propriated for a subsequent fiscal year
(including an economic order quantity
of such long-lead items when author-
ized by law (10 U.S.C. 2306b(i)(4)(b)).

(7) All other requirements of law are
met and there are no other statutory
restrictions on using a multiyear con-
tract for the specific system or compo-
nent (10 U.S.C. 2306b(i)(2)). One such re-
striction may be the achievement of
specified cost savings. If the agency
finds, after negotiations with the con-
tractor(s), that the specified savings
cannot be achieved, the head of the
agency shall assess the savings that,
nevertheless, could be achieved by
using a multiyear contract. If the sav-
ings are substantial, the head of the
agency may request relief from the
law’s specific savings requirement. The
request shall—

(i) Quantify the savings that can be
achieved;
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(ii) Explain any other benefits to the
Government of using the multiyear
contract;

(iii) Include details regarding the ne-
gotiated contract terms and condi-
tions; and

(iv) Be submitted to OUSD (AT&L)
DPAP for transmission to Congress via
the Secretary of Defense and the Presi-
dent.

(f) The Secretary of Defense may in-
struct the head of the agency proposing
a multiyear contract to include in that
contract negotiated priced options for
varying the guantities of end items to
be procured over the life of the con-
tract (10 U.S.C. 2306b(j)).

(g) The head of an agency shall not
award a multiyear contract using fiscal
year 2005 appropriated funds unless—

(1) The Secretary of Defense has sub-
mitted to Congress a budget request for
full funding of units to be procured
through the contract;

(2) Cancellation provisions in the
contract do not include consideration
of recurring manufacturing costs of the
contractor associated with the produc-
tion of unfunded units to be delivered
under the contract; and

(3) The contract provides that pay-
ments to the contractor under the con-
tract shall not be made in advance of
incurred costs on funded units (Section
8008 of Pub. L. 108-287).

(h) Do not award a multiyear con-
tract using fiscal year 2005 appro-
priated funds that provides for a price
adjustment based on a failure to award
a follow-on contract (Section 8008 of
Public Law 108-287).

[66 FR 63338, Dec. 6, 2001, as amended at 68
FR 50475, Aug. 21, 2003; 70 FR 24324, May 9,
2005]

217.173 Multiyear contracts for weap-
on systems.

As authorized by 10 U.S.C. 2306b(h)
and subject to the conditions in
217.172(e), the head of the agency may
enter into a multiyear contract for—

(a) A weapon system and associated
items, services, and logistics support
for a weapon system; and

(b) Advance procurement of compo-
nents, parts, and materials necessary
to manufacture a weapon system, in-
cluding advance procurement to
achieve economic lot purchases or
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more efficient production rates (see
217.174 regarding economic order quan-
tity procurement).

[70 FR 24325, May 9, 2005]

217.174 Multiyear contracts that em-
ploy economic order quantity pro-
curement.

(a) The head of the agency must pro-
vide written notice to the congres-
sional defense committees at least 30
days before awarding—

(1) A multiyear contract providing
for economic order quantity procure-
ment in excess of $20 million in any one
year (10 U.S.C. 2306b(I)(1)(B)(i)(l)); or

(2) A contract for advance procure-
ment leading to a multiyear contract
that employs economic order quantity
procurement in excess of $20 million in
any one year (10 U.S.C.
2306b(1)(1)(B)(ii); Section 8008(a) of Pub-
lic Law 105-56 and similar sections in
subsequent DoD appropriations acts).

(b) Before initiating an advance pro-
curement, the contracting officer must
verify that it is consistent with DoD
policy (e.g., Chapter 2 of DoD 5000.2-R,
Mandatory Procedures for Major De-
fense Acquisition Programs (MDAPSs)
and Major Automated Information Sys-
tem (MAIS) Acquisition Programs, and
the full funding policy in Volume 2A,
Chapter 1, of DoD 7000.14-R, Financial
Management Regulation).

(c) See 217.172(e)(6) for additional pro-
visions regarding procurement of eco-
nomic order quantities of long-lead
items.

[66 FR 63338, Dec. 6, 2001, as amended at 68
FR 50475, Aug. 21, 2003; 70 FR 24325, May 9,
2005]

Subpart 217.2—Options

217.202 Use of options.

See PGI 217.202 for guidance on the
use of options.

[71 FR 27642, May 12, 2006]

217.204 Contracts.

(e)(i) Notwithstanding FAR 17.204(e),
the ordering period of a task order or
delivery order contract (including a
contract for information technology)
awarded by DoD pursuant to 10 U.S.C.
2304a—
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(A) May be for any period up to 5
years;

(B) May be subsequently extended for
one or more successive periods in ac-
cordance with an option provided in
the contract or a modification of the
contract; and

(C) shall not exceed 10 years unless
the head of the agency determines in
writing that exceptional circumstances
require a longer ordering period.

(ii) DoD must submit a report to Con-
gress, annually through fiscal year
2009, when an ordering period is ex-
tended beyond 10 years in accordance
with paragraph (e)(i)(C) of this section.
Follow the procedures at PGI 217.204(e)
for reporting requirements.

(iii) Paragraph (e)(i) of this section
does not apply to the following:

(A) Contracts, including task or de-
livery order contracts, awarded under
other statutory authority.

(B) Advisory and assistance service
task order contracts (authorized by 10
U.S.C. 2304b that are limited by statute
to 5 years, with the authority to extend
an additional 6 months (see FAR
16.505(c)).

(C) Definite-quantity contracts.

(D) GSA schedule contracts.

(E) Multi-agency contracts awarded
by agencies other than NASA, DoD, or
the Coast Guard.

(iv) Obtain approval from the senior
procurement executive before issuing
an order against a task or delivery
order contract subject to paragraph
(e)(i) of this section, if performance
under the order is expected to extend
more than 1 year beyond the 10-year
limit or extended limit described in
paragraph (e)(i)(C) of this section (see
FAR 37.106 for funding and term of
service contracts).

[70 FR 73152, Dec. 9, 2005]

217.208 Solicitation
contract clauses.

provisions and

Sealed bid solicitations shall not in-
clude provisions for evaluations of op-

tions unless the contracting officer de-
termines that there is a reasonable



