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(ii) The use of multiple accounting 
classification citations for a contract 
line item is authorized in the following 
situations: 

(A) A single, nonseverable deliverable 
to be paid for with R&D or other funds 
properly incrementally obligated over 
several fiscal years in accordance with 
DoD policy; 

(B) A single, nonseverable deliverable 
to be paid for with different authoriza-
tions or appropriations, such as in the 
acquisition of a satellite or the modi-
fication of production tooling used to 
produce items being acquired by sev-
eral activities; or 

(C) A modification to an existing con-
tract line item for a nonseverable de-
liverable that results in the delivery of 
a modified item(s) where the item(s) 
and modification are to be paid for 
with different accounting classification 
citations. 

(iii) When the use of multiple ac-
counting classification citations is au-
thorized for a single contract line item, 
establish informational subline items 
for each accounting classification cita-
tion in accordance with 204.7104–1(a). 

(b) All subline items and exhibit line 
items under one contract line item 
shall be the same contract type as the 
contract line item. 

(c) For a contract that contains a 
combination of fixed-price line items, 
time-and-materials/labor-hour line 
items, and/or cost-reimbursement line 
items, identify the contract type for 
each contract line item in Section B, 
Supplies or Services and Prices/Costs, 
to facilitate appropriate payment. 

(d) Exhibits may be used as an alter-
native to putting a long list of contract 
line items in the schedule. If exhibits 
are used, create a contract line item 
citing the exhibit’s identifier. See 
204.7105(a). 

(e) If the contract involves a test 
model or a first article which must be 
approved, establish a separate contract 
line item or subline item for each item 
of supply or service which must be ap-
proved. If the test model or first article 
consists of a lot composed of a mixture 
of items, a single line item or subline 
item may be used for the lot. 

(f) If a supply or service involves an-
cillary functions, like packaging and 
handling, transportation, payment of 

state or local taxes, or use of reusable 
containers, and these functions are 
normally performed by the contractor 
and the contractor is normally entitled 
to reimbursement for performing these 
functions, do not establish a separate 
contract line item solely to account for 
these functions. However, do identify 
the functions in the contract schedule. 
If the offeror separately prices these 
functions, contracting officers may es-
tablish separate contract line items for 
the functions; however, the separate 
line items must conform to the re-
quirements of paragraph (a) of this sub-
section. 

(g) Certain commercial items and ini-
tial provisioning spares for weapons 
systems are requested and subse-
quently solicited using units of meas-
ure such as kit, set, or lot. However, 
there are times when individual items 
within that kit, set, or lot are not 
grouped and delivered in a single ship-
ment. This creates potential contract 
administration issues with inspection, 
acceptance, and payment. In such 
cases, solicitations should be struc-
tured to allow offerors to provide infor-
mation about products that may not 
have been known to the Government 
prior to solicitation and propose an al-
ternate line item structure as long as 
the alternate is consistent with the re-
quirements of 204.71, which provides ex-
plicit guidance on the use of contract 
line items and subline items, and with 
PGI 204.71. 

[56 FR 36289, July 31, 1991, as amended at 60 
FR 34468, July 3, 1995; 60 FR 43191, Aug. 18, 
1995; 70 FR 58982, Oct. 11, 2005; 76 FR 58139, 
Sept. 20, 2011] 

204.7103–2 Numbering procedures. 

Follow the procedures at PGI 
204.7103–2 for numbering contract line 
items. 

[70 FR 58983, Oct. 11, 2005] 

204.7104 Contract subline items. 

204.7104–1 Criteria for establishing. 

Contract subline items provide flexi-
bility to further identify elements 
within a contract line item for track-
ing performance or simplifying admin-
istration. There are only two kinds of 
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