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217.7404 Limitations. 

217.7404–1 Authorization. 

The contracting officer shall obtain 
approval from the head of the con-
tracting activity before— 

(a) Entering into a UCA. The request 
for approval must fully explain the 
need to begin performance before 
definitization, including the adverse 
impact on agency requirements result-
ing from delays in beginning perform-
ance. 

(b) Including requirements for non- 
urgent spare parts and support equip-
ment in a UCA. The request should 
show that inclusion of the non-urgent 
items is consistent with good business 
practices and in the best interest of the 
United States. 

(c) Modifying the scope of a UCA 
when performance has already begun. 
The request should show that the 
modification is consistent with good 
business practices and in the best in-
terests of the United States. 

217.7404–2 Price ceiling. 

UCAs shall include a not-to-exceed 
price. 

217.7404–3 Definitization schedule. 

(a) UCAs shall contain definitization 
schedules that provide for 
definitization by the earlier of— 

(1) The date that is 180 days after 
issuance of the action (this date may 
be extended but may not exceed the 
date that is 180 days after the con-
tractor submits a qualifying proposal); 
or 

(2) The date on which the amount of 
funds obligated under the contract ac-
tion is equal to more than 50 percent of 
the not-to-exceed price. 

(b) Submission of a qualifying pro-
posal in accordance with the 
definitization schedule is a material 
element of the contract. If the con-
tractor does not submit a timely quali-
fying proposal, the contracting officer 
may suspend or reduce progress pay-
ments under FAR 32.503–6, or take 
other appropriate action. 

[56 FR 36345, July 31, 1991, as amended at 60 
FR 29498, June 5, 1995; 63 FR 67803, Dec. 9, 
1998] 

217.7404–4 Limitations on obligations. 

The Government shall not obligate 
more than 50 percent of the not-to-ex-
ceed price before definitization. How-
ever, if a contractor submits a quali-
fying proposal before 50 percent of the 
not-to-exceed price has been obligated 
by the Government, then the limita-
tion on obligations before 
definitization may be increased to no 
more than 75 percent (see 232.102–70 for 
coverage on provisional delivery pay-
ments). 

[60 FR 29498, June 5, 1995] 

217.7404–5 Exceptions. 

(a) The limitations in 217.7404–2, 
217.7404–3, and 217.7404–4 do not apply to 
UCAs for the purchase of initial spares. 

(b) The head of an agency may waive 
the limitations in 217.7404–2, 217.7404–3, 
and 217.7404–4 for UCAs if the head of 
the agency determines that the waiver 
is necessary to support— 

(1) A contingency operation; or 
(2) A humanitarian or peacekeeping 

operation. 

[60 FR 29498, June 5, 1995, as amended at 63 
FR 67804, Dec. 9, 1998; 71 FR 27643, May 12, 
2006] 

217.7404–6 Allowable profit. 

When the final price of a UCA is ne-
gotiated after a substantial portion of 
the required performance has been 
completed, the head of the contracting 
activity shall ensure the profit allowed 
reflects— 

(a) Any reduced cost risk to the con-
tractor for costs incurred during con-
tract performance before negotiation 
of the final price; and 

(b) The contractor’s reduced cost risk 
for costs incurred during performance 
of the remainder of the contract. 

[56 FR 36345, July 31, 1991, as amended at 71 
FR 27643, May 12, 2006] 

217.7405 Contract clauses. 

(a) Use the clause at FAR 52.216–24, 
Limitation of Government Liability, in 
all UCAs, solicitations associated with 
UCAs, basic ordering agreements, in-
definite delivery contracts, and any 
other type of contract providing for the 
use of UCAs. 
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