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when resulting contracts will provide
for the exercise of options (see 17.208).

(b) Solicitations containing option
provisions shall state the basis of eval-
uation, either exclusive or inclusive of
the option and, when appropriate, shall
inform offerors that it is anticipated
that the Government may exercise the
option at time of award.

(c) Solicitations normally should
allow option quantities to be offered
without limitation as to price, and
there shall be no limitation as to price
if the option quantity is to be consid-
ered in the evaluation for award (see
17.206).

(d) Solicitations that allow the offer
of options at unit prices which differ
from the unit prices for the basic re-
quirement shall state that offerors
may offer varying prices for options,
depending on the quantities actually
ordered and the dates when ordered.

(e) If it is anticipated that the Gov-
ernment may exercise an option at the
time of award and if the condition
specified in paragraph (d) above ap-
plies, solicitations shall specify the
price at which the Government will
evaluate the option (highest option
price offered or option price for speci-
fied requirements).

(f) Solicitations may, in unusual cir-
cumstances, require that options be of-
fered at prices no higher than those for
the initial requirement; e.g., when (1)
the option cannot be evaluated under
17.206, or (2) future competition for the
option is impracticable.

(g) Solicitations that require the of-
fering of an option at prices no higher
than those for the initial requirement
shall—

(1) Specify that the Government will
accept an offer containing an option
price higher than the base price only if
the acceptance does not prejudice any
other offeror; and

(2) Limit option quantities for addi-
tional supplies to not more than 50 per-
cent of the initial quantity of the same
contract line item. In unusual cir-
cumstances, an authorized person at a
level above the contracting officer may
approve a greater percentage of quan-
tity.

(h) Include the value of options in de-
termining if the acquisition will exceed
the World Trade Organization Govern-

17.204

ment Procurement Agreement or Free
Trade Agreement thresholds.

[48 FR 42231, Sept. 19, 1983, as amended at 53
FR 27464, July 20, 1988; 58 FR 31141, May 28,
1993; 59 FR 545, Jan. 5, 1994; 64 FR 72419, Dec.
27, 1999; 69 FR 1053, Jan. 7, 2004; 69 FR 77872,
Dec. 28, 2004]

17.204 Contracts.

(a) The contract shall specify limits
on the purchase of additional supplies
or services, or the overall duration of
the term of the contract, including any
extension.

(b) The contract shall state the pe-
riod within which the option may be
exercised.

(c) The period shall be set so as to
provide the contractor adequate lead
time to ensure continuous production.

(d) The period may extend beyond the
contract completion date for service
contracts. This is necessary for situa-
tions when exercise of the option would
result in the obligation of funds that
are not available in the fiscal year in
which the contract would otherwise be
completed.

(e) Unless otherwise approved in ac-
cordance with agency procedures, the
total of the basic and option periods
shall not exceed 5 years in the case of
services, and the total of the basic and
option quantities shall not exceed the
requirement for 5 years in the case of
supplies. These limitations do not
apply to information technology con-
tracts. However, statutes applicable to
various classes of contracts, for exam-
ple, the Service Contract Act (see
22.1002-1), may place additional restric-
tions on the length of contracts.

(f) Contracts may express options for
increased quantities of supplies or serv-
ices in terms of (1) percentage of spe-
cific line items, (2) increase in specific
line items, or (3) additional numbered
line items identified as the option.

(g) Contracts may express extensions
of the term of the contract as an
amended completion date or as addi-
tional time for performance; e.g., days,
weeks, or months.

[48 FR 42231, Sept. 19, 1983, as amended at 54
FR 5055, Jan. 31, 1989; 61 FR 41470, Aug. 8,
1996]
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