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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; 

(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. 

(g) 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 quantities of end items to 
be procured over the life of the con-
tract (10 U.S.C. 2306b(j)). 

(h) 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). 

(i) 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; 75 FR 9115, Mar. 1, 2010; 75 FR 54526, 
Sept. 8, 2010] 

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 
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(l)(1)(B)(i)(I)); 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(l)(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 (MDAPs) 
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). 
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