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Government shall order from each Con-
tractor approximately one-half of the total 
supplies or services specified in the Schedule 
that are required to be purchased by the 
specified Government activity or activities. 
The Government may choose between the 
set-aside Contractor and the non-set-aside 
Contractor in placing any particular order. 
However, the Government shall allocate suc-
cessive orders, in accordance with its deliv-
ery requirements, to maintain as close a 
ratio as is reasonably practicable between 
the total quantities ordered from the two 
Contractors. 

(g) The requirements referred to in this 
contract are for items to be manufactured 
according to the Government specifications. 
Notwithstanding anything to the contrary 
stated in the contract, the Government may 
acquire similar products by brand name from 
other sources for resale. 

[48 FR 42478, Sept. 19, 1983, as amended at 60 
FR 48264, Sept. 18, 1995; 60 FR 49727, Sept. 26, 
1995] 

52.216–22 Indefinite Quantity. 
As prescribed in 16.506(e), insert the 

following clause: 

INDEFINITE QUANTITY (OCT 1995) 

(a) This is an indefinite-quantity contract 
for the supplies or services specified, and ef-
fective for the period stated, in the Schedule. 
The quantities of supplies and services speci-
fied in the Schedule are estimates only and 
are not purchased by this contract. 

(b) Delivery or performance shall be made 
only as authorized by orders issued in ac-
cordance with the Ordering clause. The Con-
tractor shall furnish to the Government, 
when and if ordered, the supplies or services 
specified in the Schedule up to and including 
the quantity designated in the Schedule as 
the maximum. The Government shall order at 
least the quantity of supplies or services des-
ignated in the Schedule as the minimum. 

(c) Except for any limitations on quan-
tities in the Order Limitations clause or in 
the Schedule, there is no limit on the num-
ber of orders that may be issued. The Gov-
ernment may issue orders requiring delivery 
to multiple destinations or performance at 
multiple locations. 

(d) Any order issued during the effective 
period of this contract and not completed 
within that period shall be completed by the 
Contractor within the time specified in the 
order. The contract shall govern the Con-
tractor’s and Government’s rights and obli-
gations with respect to that order to the 
same extent as if the order were completed 
during the contract’s effective period; pro-
vided, that the Contractor shall not be re-
quired to make any deliveries under this 
contract after ll [insert date]. 

(End of clause) 

[48 FR 42478, Sept. 19, 1983, as amended at 55 
FR 38518, Sept. 18, 1990; 60 FR 49727, Sept. 26, 
1995] 

52.216–23 Execution and Commence-
ment of Work. 

As prescribed in 16.603–4(b)(1), insert 
the following clause in solicitations 
and contracts when a letter contract is 
contemplated, except that it may be 
omitted from letter contracts awarded 
on SF 26: 

EXECUTION AND COMMENCEMENT OF WORK 
(APR 1984) 

The Contractor shall indicate acceptance 
of this letter contract by signing three cop-
ies of the contract and returning them to the 
Contracting Officer not later than ll [insert 
date]. Upon acceptance by both parties, the 
Contractor shall proceed with performance 
of the work, including purchase of necessary 
materials. 

(End of clause) 

52.216–24 Limitation of Government 
Liability. 

As prescribed in 16.603–4(b)(2), insert 
the following clause in solicitations 
and contracts when a letter contract is 
contemplated: 

LIMITATION OF GOVERNMENT LIABILITY (APR 
1984) 

(a) In performing this contract, the Con-
tractor is not authorized to make expendi-
tures or incur obligations exceeding ll dol-
lars. 

(b) The maximum amount for which the 
Government shall be liable if this contract is 
terminated is ll dollars. 

(End of clause) 

52.216–25 Contract Definitization. 

As prescribed in 16.603–4(b)(3), insert 
the following clause: 

CONTRACT DEFINITIZATION (OCT 2010) 

(a) A llll [insert specific type of contract] 
definitive contract is contemplated. The 
Contractor agrees to begin promptly negoti-
ating with the Contracting Officer the terms 
of a definitive contract that will include (1) 
all clauses required by the Federal Acquisi-
tion Regulation (FAR) on the date of execu-
tion of the letter contract, (2) all clauses re-
quired by law on the date of execution of the 
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definitive contract, and (3) any other mutu-
ally agreeable clauses, terms, and condi-
tions. The Contractor agrees to submit a 
llll [insert specific type of proposal (e.g., 
fixed-price or cost-and-fee)] proposal, includ-
ing data other than certified cost or pricing 
data, and certified cost or pricing data, in 
accordance with FAR 15.408, Table 15–2, sup-
porting its proposal. 

(b) The schedule for definitizing this con-
tract is [insert target date for definitization of 
the contract and dates for submission of pro-
posal, beginning of negotiations, and, if appro-
priate, submission of make-or-buy and subcon-
tracting plans and certified cost or pricing 
data]: 
llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

(c) If agreement on a definitive contract to 
supersede this letter contract is not reached 
by the target date in paragraph (b) above, or 
within any extension of it granted by the 
Contracting Officer, the Contracting Officer 
may, with the approval of the head of the 
contracting activity, determine a reasonable 
price or fee in accordance with subpart 15.4 
and part 31 of the FAR, subject to Contractor 
appeal as provided in the Disputes clause. In 
any event, the Contractor shall proceed with 
completion of the contract, subject only to 
the Limitation of Government Liability 
clause. 

(1) After the Contracting Officer’s deter-
mination of price or fee, the contract shall 
be governed by— 

(i) All clauses required by the FAR on the 
date of execution of this letter contract for 
either fixed-price or cost-reimbursement 
contracts, as determined by the Contracting 
Officer under this paragraph (c); 

(ii) All clauses required by law as of the 
date of the Contracting Officer’s determina-
tion; and 

(iii) Any other clauses, terms, and condi-
tions mutually agreed upon. 

(2) To the extent consistent with subpara-
graph (c)(1) above, all clauses, terms, and 
conditions included in this letter contract 
shall continue in effect, except those that by 
their nature apply only to a letter contract. 

(End of clause) 

Alternate I (APR 1984). In letter con-
tracts awarded on the basis of price 
competition, add the following para-
graph (d) to the basic clause: 

(d) The definitive contract resulting from 
this letter contract will include a negotiated 
ll [insert price ceiling or firm fixed price] in 

no event to exceed ll [insert the proposed 
price upon which the award was based]. 

[48 FR 42478, Sept. 19, 1983, as amended at 60 
FR 48221, Sept. 18, 1995; 62 FR 51271, Sept. 30, 
1997; 75 FR 53152, Aug. 30, 2010] 

52.216–26 Payments of Allowable Costs 
Before Definitization. 

As prescribed in 16.603–4(c), insert the 
following clause: 

PAYMENTS OF ALLOWABLE COSTS BEFORE 
DEFINITIZATION (DEC 2002) 

(a) Reimbursement rate. Pending the placing 
of the definitive contract referred to in this 
letter contract, the Government will 
promptly reimburse the Contractor for all 
allowable costs under this contract at the 
following rates: 

(1) One hundred percent of approved costs 
representing financing payments to sub-
contractors under fixed-price subcontracts, 
provided that the Government’s payments to 
the Contractor will not exceed 80 percent of 
the allowable costs of those subcontractors. 

(2) One hundred percent of approved costs 
representing cost-reimbursement sub-
contracts; provided, that the Government’s 
payments to the Contractor shall not exceed 
85 percent of the allowable costs of those 
subcontractors. 

(3) Eighty-five percent of all other ap-
proved costs. 

(b) Limitation of reimbursement. To deter-
mine the amounts payable to the Contractor 
under this letter contract, the Contracting 
Officer shall determine allowable costs in ac-
cordance with the applicable cost principles 
in part 31 of the Federal Acquisition Regula-
tion (FAR). The total reimbursement made 
under this paragraph shall not exceed 85 per-
cent of the maximum amount of the Govern-
ment’s liability, as stated in this contract. 

(c) Invoicing. Payments shall be made 
promptly to the Contractor when requested 
as work progresses, but (except for small 
business concerns) not more often than every 
2 weeks, in amounts approved by the Con-
tracting Officer. The Contractor may submit 
to an authorized representative of the Con-
tracting Officer, in such form and reasonable 
detail as the representative may require, an 
invoice or voucher supported by a statement 
of the claimed allowable cost incurred by the 
Contractor in the performance of this con-
tract. 

(d) Allowable costs. For the purpose of de-
termining allowable costs, the term costs in-
cludes— 

(1) Those recorded costs that result, at the 
time of the request for reimbursement, from 
payment by cash, check, or other form of ac-
tual payment for items or services purchased 
directly for the contract; 
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