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1. EXECUTIVE SUMMARY
Y
.\.‘
This study was conducted in response to a verbal reauest from the Commandine ’;q
. . [} . . . . ""
General, AMCCOM to determine if this command is makingz optimum use of option :ﬁ
’ [
.. . . I
quantities 1n our contractinyg procedures. ﬂ:
I'.,
An option is a provision provided for in contracts wherebv the Covernrment %M
. has the prerogative to purchase auantities of the same item over and abhove the
amount originally contracted for. Option clauses mav be included in contracts "
Y
. if increased requirements within the period of contract nerformance are -”?
foreseeable, Consideration is given to the contractor hv establishine the X4
time frame in which an option mav be exercised and allowine the contractor tn .
N8
specifv the price at which he would supply the additional quantitv. ,ii
)
. . 145k
The advantages of using options are: ﬂ?a
. . A O]
0 locks in good prices for future additional procurement fﬁ
0 reduces workload in the Procurement community [
o
0 reduces the lead time to procure additional quantities needed :kk
. . »
0 early obligation of funds ﬁm
. . . . . i . e
The studv was primarilv oriented to answerine two questions: (1) What is &Q
R}
the extent that option auantitv clauses are being placed in contracts? (2} ®
. . . . ot
What is the extent that these clauses are being exercised? Ir was anticipated N\
O
that, hased on preliminary research, these two ocuestions could he answeread . ’4@
X
. . . . )
statisticallv using the current procurement svstems data base. Hnwever, 1t was Q}
0y
discovered during the onsite -hase of the studv that the information contained
in the data hase was incomplete and unreliahle and, due to limited time and ‘;
resources, a manual "scrub" of contracts ccould not be performed. ,:
The studv team Adid review a linited samnle of contracts and, hased on this ?&.
review and discussiore with the involved contract specialists, the following ®
conclusions were develoned: Qvf
1. 1t does appear that option clauses are being included in all . ~.
. Ly
contracts, where appropriate, bv the procurement communitv. - o Jt,
. & )
2. Options are being exercised tn the extent that current local nolicv -
and eguidance a2llows. The option is censidered to he a verv beneficial tnaol and ;f.
Bt
everv attempt is being made to exercise options. However, there i= a lack of :
—— e - - - - L
consistency in_the interpretation and application of the various reauirements Qﬁ:
/"\_—\
—— e e e - — LYty i
I-1 i
. N
.b:
Oy
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associated with the exercise of options which, in turn, may be limifing the ;pli' (

—_ p : ; 0
number of options that are being exercised. FYAL }j'
—
In assessing the current procedures in the use of options, several areas
KL
&} surfaced which could be improved and, in turn, belp this headguarters optimize
th
¥4 .
,} the use of options.
ER . .
1 A summary of the studv recommendations and the rationale for such are
provided below: .
e
a3t . . .
&y 1. The AMCCOM Acauisition Tnstruction be expanded to incorporate all
o . . . . .
‘k; guidance and instructions on the use of options and be undated or changed as new
¢ : : : : . N .
hﬁ guidance is received. The lack of clear, concise cuidance for the application of
PR ) —— e
. . ’ . . . .. . . i
the requlrements associated with ootion clauses 1s resultine in inconsistencies
. _— AR A
{Q in the exercise of options,
) —
%r 2. Develop a check list or series of check lists (as aporooriate to
, .
A s .. .
;% specific types of procurement) to be used as part of the solicitation package to i
'l. . . . . . . . -
insure that options have been considered before a solicitation 1is performed.
D . . . .
3& Where options are available but not exercised, document the reason the ontion was
Ay . .
K not considered appropriate.
(33
W . . . . .
ﬁq 3. Purify the data base and publish clarifving guidance to: (a) insure all ’
Y ,
contracts which have option clauses are identified and that correct option :
#3% . . . . !
i& expiration dates are reflected; (b) account for options exercised. A
R)
fﬂ 4. In conjunction with the development of the data base, expand and define
( . . . . .
d& the use of the "Option Expiration Date Notice" report for 2 more effective and
¥
N .. . A .
efficient "management-bv-exception' tool for use bv the item/prcduction managers.
5 The report should:
O
A . . . .
:b: a. bhe expanded to include the use of the "Option Percent/Option Ouantitv
() )
qﬂ Exercised" column;
N 0
b. 1include the production managers/Production Nirectorate or the
fﬂ, distribution list;
:ﬁ; ¢. 1include a separate section to identjifv those options that will expire .
U
b . .
\ within the next 90 days;
i o )
i 5. Develop monitoring and reporting procedures to be used bv management to
3 track the use and exercise of options. Include the informarion in reports
()
¥ . . . .
h ‘submitted to the Deputv for Procurement and Production and in the Review and
X Analysis provided to the CG.
)
ok " v
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6. Design mor. '"aggrassive' or creative option clauses that would encourage IDFD

lower or more ccapetitive option prices. AT ol

—

7. When the requirements of FAR 17.206 are met, structure solicitations so

>

that option prices will be evaluated in the overall analysis for award of contract.

woo

Any determination not to evaluate the option price must be documented in the
contract file.

- 8. Take steps to make sure that contractors are aware of the importance of the
Varian decisicn.

'; /
. ). RRA

Require that item managers/production managers utilize block 21 on the

1 PWD input sheet to indicate their desired option percentages. This enhances the

3

]

]

£ 1
communication process between the '"customer" and the '"buver." // Mm

U
e 10. Include the option percentage and expiration date in Sector 08 of the
K\ supply control studies used by the item managers, thus eliminating the ueed to Ly
A .
? maintain separate records.
A
Il1. Develop a model reflecting the in-house costs associated with soliciting/

p > . . . .
: awarding a new contract versus the costs to exercise an option. This model would 7
" be used to:
)
g‘ a, Make a cost comparison and assist in determining if an option
)

should or should not be exercised (when it is determined by AMSMC-DP and AMSMC-GC y
* .
o (R) that this is permissable by regulation or higher headquarters).
N b. Calculate the "cost avoidance" savings for reporting into
-
K} PR 1
;4 RESHAPE/Cost Control Initiative Programs. !
i,
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II. PURPOSE and SCOPE

A. PURPOSE:

The purpose of this studv is to examine the use of option quantityv clauses
in AMCCOM contracts, to document the current procedures, guidance and knowledge
pertaining to such clauses, and to determine whether this command is maxing
optimum use of ootion quantity clauses in contracting procedures or if improve-
ments can be made to enhance the process.

R, SCOPE:

This studv encompasses the three HO, AMCCOM sites with primarv emphasis on
the HO, AMCCOM (R) elements which interface with option provisions in con-
tracting for supplies. Higher headquarters elements and lateral MSC's were

also contacted to discuss their application of ontion quantities.

I1-1
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III. BACKGROUND

- - o

A. Study Origination

1. This study was directed by the Commanding General, via the Deputy
Commanding General for Procurement and Readiness, to answer the following
- question:
"Are we making the optimum use of option quantities in our contracting?"
) 2. Appendix A contains the study Plan of Action which was approved by the
Commanding General on l4 May 1984,

8. Methodologz

l. 1In order to respond to the Commanding General's question, the following

a areas were addressed by the study team, the results of which -are contained in
', ,
2 this study report:

a. Current policies, operating procedures, directives and procurement
if law pertaining to the use of option quantity clauses.
f; b. Advantages or disadvantages associated with using option quantities
1%y
. .
h‘ in contracts,
‘* . . . .

c. The extent that option quantity clauses are included in contracts
{ and the rationale as to why option quantity clauses are or are not utilized.
§
K) . . . .
i d. The extent that option quantity clauses are being exercised and the
K
K rationale as to why option quantity clauses are or are not exercised.
N 2. The emphasis of the study was within the Procurement Directorate,
ﬁ HQ, AMCCOM, at Rock Island Arsenal (AMSMC-PC); contract specialists and pro-
*8,
Y curing contracting officers (PCOs) provided the majority of information. Other
? areas which provided information were the Material Management Directorate, the
1
) . . . .

Production Directorate, the P&P Policy and Management Directorate, and the

K. Office of Chief Counsel for Procurement and Readiness (R). Additional activ-
# .. . .
d , ities contacted were the CECOM, TACOM, and MICOM Plans and Policy Offices and
\ :
3 the AMCCOM counterparts at Dover and Edgewood. Opportunities for the applica-
W . . - . .
h tion of option quantities at ARDC and CRDC are restricted because of the limited
k) production quantities required during item development.
*
4
5
%
4
i\
. 1I1-1
]
R
2y
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Y
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IV. CONCEPT AND APPLICARILITY

A. Concept

1. An option is a unilateral right in a contract bv which, for a specified
time, the Government mav elect to purchase additional quantities of the sup-
plies called for by the contract.

2, An option clause is one of manv provisions orovided for in a contract
for the procurement of supplies or services. A contract is defined as an
agreement between two Or more parties, especiallv one that is written and
enforceable by law, The kev word here is law; i.e., a set of rules or customs
governing a discrete field or activity. Subiect to the attitudes and strength
of public opinion, special-interest groups, political pressures, and lezal
interpretation, contracting techniques and methods can and do varv over time
and/or situation,

3. Exercise of an option reduces lead time and reduces workload hv elimi-
nating the requirement for a new solicitation and contract.

B. Applicability

1. Option clauses may be included in contracts if increased reduirements
within the period of contract performance are foreseeable. Because options
require offerors to guarantee prices for definite periods of time with no
assurance that the options will be exercised, their iwproper inclusion could
result in prices which are unfair to either the Government or the contractor,.
Therefore, an option clause normallv should not be included if it can reason-
ably be foreseen that (i) minimum economic production quantities will be
required at some future date, and (ii) startup costs, production lead time, and
probable delivery requirements would not preclude adequate future competition.

2. Option clauses shall not be included in contracts, and option provi-
sions shall not be included in solicitations, if:

a. The supplies being purchased are readily available on the onen
market; '
b. the contractor would be required to incur undue risks (e.e., the

price or availability of necessarv materials or labor is not reasonablyv

foreseeable);

S
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¢. an indefinite quantity contract or requirements contract is
appropriate except that options for continuing performance may be used in such
contracts;

d. market prices for the supplies involved are likelv to change
substancially; or

e. the option quantities represent known firm requirements for which
funds are available unless (i) the basic quantity is a learning or testing
quantityv and there is some uncertainty as to contractor or equipment
performance, and (ii) realistic competition for the option quantity is
impracticable once the initial contract is awarded.

3. 1In addition, options are not applicable to small purchases, GOCO
contracts, federal prison contracts, and, generally speaking, to basic ordering
agreements (BOA's), time and material contracts, and contracts negotiated under
the public exigency exception (except that options may be included in urgent
procurements 1f there is reason to believe that additional urgent requirements
mav be forthcoming and that the option will be exercised onlv if such &
requirement is, in fact, urgent).

4. 1In comments on the draft report (paragrarh 2b, Appendix P), as clarified
through discussion with the DP community, the Deputy for Procurement and Produc-
tion noted that the reason option clauses are not routinely included in contracts
negotiated under the public exigency exceotion is a 1974 Comptroller General
decision which stated that options should not be included in contracts so nego-
tiated. While option clauses are included in some contracts negotiated under
this exception, the study team found no instances where the optibn was exercised
for other than urgent requirements. The Army Audit Agencv, ian its 31 Januarv 1984
report of their audit of this headquarters (Appendix T), recommended that ootiouns

exercised under the public exigency exception be properly justified.
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V. DISCUSSION

A. Regulatory Guidance

1. The basic regulatory guidance on the use of options is contained in
Section 1, Part 15, of the Defense Acquisition Regulation (TAR) for all solici-
tations initiated prior to 1 April 1984 (Appendix B). For all new solici-
tations issued on and after 1 April 1984, the DAR has been superceded by the
Federal Acquisition Regulation (FAR). The FAR guidance, with reference to the
use of options, was found to be substantially the same as in the DAR.

2. The procurement activities under consideration in this study were
governed by the DAR,

B. Basic Procedure. DAR guidance on option procedures addresses the following

considerations:

1. Procedures for deciding when and what kind of option provision éhould be
included in a solicitation - paragraph 1-1503,

2. Specific considerations as to whether or not the evaluation of
bids/proposals will be on the basis of the quantity to be awarded exclusive of
the option quantity - paragraph 1-1504,

3. Considerations as to the exercise of options - paragraph 1-1505.

C. AMCCOM Basic Policy.

1. Mrs, Isabelle Hansen, Deputy for Procurement and Production, indicated
that options are the best tool to lock in a good price for additiomal quanti-
ties. In addition, their use reduces lead time and workload in the contracting
area. Mrs. Hansen advised that there has been recent pressure from the
Department of the Army to increase the use of options.

2. Mr. Arnold Kublin, Deputy Director, Procurement Directorate, advised
that the primary objective of his directorate is to support readiness at the
lowest possible cost. Therefore, current directorate policy calls for the
maximum exercise of options consistent with that objective.

3. In view of the uncertainties of the évailability of funds to support
total requirements, guidance has been provided the AMCCOM procurement community
to include option quantity clauses in all contracts, where applicable,

D. Local Implementing Guidance

1. In the discussions with the contract specialists, they were asked

whether they were aware of any local written policy guidance with regard to the

V-1
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use of options other than the ARRCOM Acquisition Instruction. (The ARRCOM
Acquisition Instruction provides only limited guidance beyond the DAR. The
ARRCOM Acquisition Instruction is in process of revision to become the AMCCOM
Acquisition Instruction.)

2, Although the general response to the question raised in paragraph 1,
above, was in the negative, we were provided copies of the following by individ-
ual contract specialists:

a. DF, 22 December 1977, from Policv Branch, Procurement Directorate to

Legal Office, subject: Extension of Option Fxpiration Date, with CMT 2,

17 January 1978 (Appendix C).

b. DF, 23 Februarv 1979, from Financial Apnalv-is and Cost Estimating
Division, Procurement Directorate to the procurement communityv, subject: Factors
to be Considered Before Exercising an Option (Appendix D).

c¢. DF, 15 January 1980, from DRSAR-PP to DRSAR-PC, subject: Fxercise of
Option Prior to First Article Test (Appendix F).

d. DF, 3 March 1980, from the Procurement Directorate Policy Rranch to
the procurement community, subject: Documentation to Exercise Ontion Provisions
(Appendix F)

e. Preparation of Standard Form 30, Amendment to Solicitation/Modifica-
tion of Contract Instructions, undated with no office of issue indicated
(Appendix G). (Standard Form 30 is the vehicle for initiating the exercise of
an option.)

f. The Light Weapons Branch, Primary Support Contract Division, does
have a standard procedure on this subject titled: "Handbook I, Contract
Specialist Operations, Receipt of the PRON to Bid Opening, FY 84." This handbook
has instructions for comnleting ARRCOM Form 120-R, Statement of Justification for
Use of an Option Clause, copies of completed samples of this form, and a state-
ment that an option clause will be used in all solicitations.

g. The Light Weapons Branch also has a-draft Handbook II, Receipt of Bid
Opening/Proposed Closing Results to Award of Contract. The option data contained
in this draft is at Appendix H. Legal's review of the draft report identified
nine elements in this data which require modification (para le, Appendix 0). The
Deputy for Procurement and Production's review identified three of these elements
(paragraph 2d, Appendix P),

3. Copies of CECOM, MICOM, TACOM, and AMCCOM (D) local implementing guidance
were reviewed. The CECOM guidance (Appendix I) was found to be more comprehensive
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and definitive than that of the other commands, including this command. It does :o:::»
X
not, however, address all of the considerations of policy and procedures a::fn'
discussed ian this report. L
ST
. .oy . . . ()
E. Implementation of 2olicy at the Operating Level. During the on-site phase !{;lf,‘
of the study, discussions were held with 25 contract specialists who represented :2‘:{
. . AR
all elements of the HQ, AMCCOM (R) Procurement Directorate's Ammunition, Weapons ::a:ﬂ
. and Primary Support Divisions. Without exception, the contract specialists
. . . O
interviewed expressed the following: o 14:
WX
. . . . et
. 1. They were aware of directorate policy to use options to the maximum d.&::,
N |l“‘-;
extent possible. czl‘u:
n‘!'.‘
2. Individually, they support the use of options because it simplifies and °
T
expedites the procurement process. WA
. . . . ) )
3. They include option clauses in all solicitations/contracts they process, \:0':"
. . .‘ .l'
when appropriate,. l‘.!:‘,v
: : , : i
4. They recommend the exercise of options to the maximum extent appropriate °®
. . . N
F. Testing Implementation of Policy. :;::‘:‘
. . . )
1. TInclusion of Option Clauses in Contracts. :i.::t;
. s . . e
a. The study team identified 26 contracts placed during the period 1 ;l:':
O
January 1983 - 31 December 1983 which did not contain option clauses. These -
: 3 . o . . AN A
contracts were reviewed to determine the rationale for not including option .:::{:
: AR
clauses in those contracts. (Problems arose in selectingz contracts for review. .:::@:1
: : . . "t
These problems are discussed in paragraph K below.) The rationale given by the JQ:‘:;
. . . . . . AN
contract specialists involved for not including option clauses in these ’.
contracts were as follows: .:u.;
. . i qlfgé
11 - Contracts for commercial items ' c:‘;e:f
[
10 - Federal prison contracts .;::.
i i i ; it
3 - Contracts negotiated under the public exigency exception "
1 - Contract for a non-recurring requirement ":;1
\
. . )
] 1 - Contract awarded as the result of a termination for :.:.::‘
.7 Ry
default action . :I"::.
':"l
b. The above rationale are considered appropriate by the survey team $3
and supported by the DAR and local policy. As discussed previously in Section .:;:.u‘
. . ) . . . N
IV, contracts negotiated under the public exigency exception may include options ::';t':
. . . . . TS
if there is reason to believe that additional urgent requirements may be ::i:l
. A NS
forthcoming., WO
]
X
n'.':‘.
V—3 .’..
SN
0‘.‘!’
v’.:t‘
U )
l‘.i.
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2. Exercise of Options to the Maximum Extent Appropriate

a, The study team identified 18 situations where new contracts were
awarded when contracts with unexpired options for the same items existed. The
rationale given by the contract specialists involved for not exercising these
options were as follows:

6 - Quantity required was in excess of option quantity available

5 - Varian decision (See paragraph H below)

4 - Contractor delinquency/default

1 - Basic contract negotiated under public exigency exception. The new

requirement was not urgent.

1 - Contractor in financial difficulty. Option not exercised in the

best interest of the Government

1 - Mobilization producer operating at capacity

b. The rationale given for not exercising the optioa are considered
appropriate by the study team and supported by the DAR and local policy.‘

¢. A number of contract specialists indicated that the trend in the
future would be for a decrease in options exercised based on the Varian decision
(this is discussed in paragraph H, below) and, in the short term only, on a
recent requirement that written guarantees (warranties) be included in all con-
tracts. What was pointed out to the study team was that when a basic contract
does not include a warranty requirement, and a warranty for the option quantity
would not be provided by the contractor without an increase in price, the option
cannot be exercised,

d. Legal's comments on the draft report (paragraph lc, Appendix 0)
referenced a DRSMC-DP DF to DRSMC-PC, 16 March 1984, subject: Guidance on Imple-
mentation of Section 794 of the Department of Defense Appropriations Act for
1984, This DF addresses the requirement for written guarantees in connection
with the procurement of weapons systems and each component thereof. Paragraph 4k
of the DF states: "Exercise of Options-If the option is a firm prepriced option
and is exercised without any further negotiatioms, the guarantee clause does not
apply. If any terms of the contract are changed as a consequence of exercising
the options, a guarantee clause will be required.”" Legal's comments further
indicated that this does not preclude the exercise of an option provision since
once the option price is negotiated, that price could be increased as a conse-
quence of the guarantee requirement.

e. Some questions were raised at the operating level with regard to the
requirement for synopsizing proposed procurements and as to whether the proposed
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exercise of an option must be synopsized. Legal's comments on the draft report
(paragraph 1d, Appendix 0) indicate that its position has been that if the
original synopsis of the procurement stated that an option provision would be
included in any resulting contract, that further synopsis at the time of exercise
was not necessary. If, however, no option was di;cussed in the original svnop-
sis, then the option provision would require a synopsis at the time of exercise.
G. Policy To Enhance The Ability To Make Early Obligations

1. DF, 20 April 1984, from DRSMC-DP (R} to DRSMC~PC, subject: Options

(Appendix J), requested that the use of options be expanded to enhance the
ability to make early obligations. The area of concern was those cases where the
procurement requirement represeats a consolidation of requirements for several
customers for which program and funds have not all been received (primarily
CAWCF requirements).

2. Relating to the DRSMC-DP DF on options, DF, & May 1984, DRSMC-PD (R),
subject: Processing Suspense for Program Documents in DRSMC-PD (R), (Appendix K)
directed the production community, in those cases where program and funds have
not been received from all customers, to send a message to the remaining
customers, indicating that PWDs were being released and that, if they wish to
have their order included, their program must be received ASAP. The DF further
states that the PWD's for available funds are to be generated within 30 davs
after receipt even if remaining customer funds are not received. The previous
practice had been to defer preparation of the PWD's until program and funds had
been received from all customers.

3. By CMT 2 (Appendix J), AMSMC-PC advised AMSMC~DP that AMSMC-PP and
DRSMC-GC (R) had been tasked to research the law and regulations and prepare a
position paper/policy statement relative to the AMSMC-DP guidance set forth in
the basic DF,

4, A resolution in this area had not been achieved at the time this report
was being written, NOTE: During the final staffing of this report, letter,
AMSMC-DP, 10 Aug 84, subject: Acquisition Policies and Objectives, was

published. This letter directs the use of options in this area.

H. The Varian Decision, Testing the Market, and Negotiating Option Prices After

Award

1. The Varian decision of the General Accounting Office is a recent develop-
ment which contract specialists and procuring contracting officers indicated will

tend to reduce the opportunity for exercising options.
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a. International Telephone and Telegraph Co. (ITT) and Varian Associlates
;' were the only two companies which sold klystron tubes to the Government. The
. market was highly competitive; the difference between the companies' prices in ’

1982 was less than 3 percent., Three days after awarding a Klystron tube contract

. to ITT, the Army found that it needed more tubes. Accordinglv, the agencv nego- o’
tiated with ITT to lower the company's option price and then exercised the ”
option. '

b, Varian, which was not given an opportunitv to supplv the additional .

{ tubes, protested the Army's exercise of the option. GAO sustained tne protest ;

g ruling that the Armv's actions constituted an improper sole source procurement. . :

K GAO agreed with Varian (who had originally proposed lower ootion prices) that DAR ;

h 1-1505(d)(2) requires a contracting officer to determine whether exercise of an

ﬁ option is the most advantageous method of fulfilling the government's needs. -

j} Thus, GAO concluded that the contracting officer had failed to test the market as >

é required by the DAR, and ordered the Armv to terminate the option contract with ;

| ITT. i

3 c. On reconsideration, the Armv contended that the contracting officer A

? had fulfilled the requirements of DAR 1-1505. The agencv pointed out that the 3 $

f dav period between the initial contract award and the option exercise was so {

- short that it was reasonable to assume that ITT's revised option price would be !

K the lowest price available. L,

é d. GAO rejected the Army's contention, noting that the market for :

ﬁ klystron tubes between Varian and ITT is highly competitive. Moreover, ITT's ~§

: original option price was 1.4 percent higher than Varian's option price and o

) nearly 10 percent higher that the ITT base price, GAO observed, '"We cannot agree v

: that no survey of prices was needed." “ X

;‘ e. Furthermore, GAO rejected the Armv's reliance on a previous GAQ '

2 decision to justify exercise of the option. In that case, GAQC upheld an agencv's L

: decision to renegotiate an option because resolicitation would have created \

' "rather unusual direct and indirect costs to the government.'" GAO noted that 33 $

§ offers had been submitted, but that none offered a lower price than the awardee. f

Kt In contrast, Varian clearly offered to provide klvston tubes at a price lower \

K than that offered bv ITT, GAO emphasized.

g f. 1In addition, GAO stressed that an option should be clear and definite h

& and not require further negotiation to work our imnortant and essential terms. -

E The solicitation clause in question stated that the government could increase the ¥
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quantity of the supplies called for, not to exceed the '"percentage in section B

1 and at the unit price set forth below." The term "not to exceed” in the clause

refers to the quantity of items and not to the option price, GAO explained. "An

option is an unaccepted offer to sell upon agreed terms which may be unilaterall -f
(3

accepted by the government." Accordingly, any option cannot be the subject of ;

further negotiations after award, GAO concluded. é

.- g. However, GAO added that new evidence justified not terminating the

' option contract with ITT. The costs of terminating the contract could exceed 0
; . . (¥
A $200,000, and the Army and Varian agreed that such a payment was not in the e
" '
¥
)
J

4 government's best interest. Therefore, GAO modified its earlier decision to the

extent that it permitted continuance of ITT's option contract.

\ h. The GAO determination in this case was to the effect that an agency .

1 "3

ﬁ may not exercise an option for additional supplies without testing the market to :
0,

‘ determine whether lower prices could be obtained for the option quantities, and 5

?

that negotiation of a lower option price with ITT constituted sole source nego-

tiations and an improper sole source award. ¥

2, 1In the interviews with the contract speclalists, one area of discussion .

in connection with the Varian decision produced a wide variation in responses.

- -

0

That area was the concept of "testing the market". The responses ranged from i
: reviewing the proposals submitted in response to the solicitation for the basic N
2 contract to initiating a new solicitation. The AMSMC-DP comments on the draft ﬂj
: report (paragraph 3b, Appendix P) cited the DAR provision which contains concise §
\ procedures for determining if an option should or should not be exercised. The

AMSMC-GC (R) comments (paragraph li, Appendix 0) indicated that in their opinion ;
E "testing the market" is an informal method for determining that an option price ‘ﬁ
? is the best price available, X
H 3., It was indicated during the onsite interviews that if price was the only A
; consideration, and a price lower than the option price was obtained on testing o
: the market, the option would not be exercised. Instead, a resolicitation would ff
} be made. Not taken into account, however, are the in-house costs associated with
! doing the resolicitation. There could be instances where the price difference 1is Al

only a few cents and the net savings would be less than the total cost to perform

the resolicitation.

4, Another area requiring clarification 1s the concept of negotiating option

prices after award. The Varian decision includes a GAO conclusion that an option N

Comments received during the course of

price is not subject to such negotiation.
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discussion indicated that not only do contractors sometimes voluntarily reduce
option prices, but that procurement personnel would be negligent in their duties
if they did not try to negotiate a better price. The AMSMC-DP comments (para-
graph 2g, Appendix P) indicate that contracting officers, after determining that
the option price is the most advantageous method available for fulfilling the
government's need, in conformance with all of the applicable DAR requirements,
could accept a lower price from the contractor if it was offered because lowering
the price would have no effect or bearing on the option price in connection with
displacing an otherwise lower offeror. Ulegal's comments (paragraph li and j,
Appendix O) indicate that under the Varian decision, when informal testing of the
market would show that the option price is not the best price available, there is
not authority to negotiate the price downward. They indicate further, however,
that the problem of authority can be overcome with a Determination and Findings to
negotiate and the conduct of oral negotiations. |

5. A comment from a number of the contract specialists and a provision of the
Light Weapons Branch draft Handbook (paragraph B 1b, Appendix H) indicate that an
option will not be exercised if the option price is higher than the base price of
the second low bidder. This does not appear to be a correct interpretation of the
Varian decision. Legal's comments on the draft report (paragraph l, e,iv,
Appendix 0) indicate that even if the option price is higher than the base price
of the second low bidder, if a test of the market indicates that the option price
is now the best price available, there is no reason why the option should not be
exercised.

I. Check Lists to Insure Consideration of Available Options.

1. In view of the headquarters policy that options should be exercised to the
maximum extent, inquiry was made during discussions with the contract specialist
as to whether there was a check list to insure that consideration was given to
exercising an available option.

2. Answers received indicated that such a check list is used only in the
Ammunition Division. DRSAR Form 907, Presolicitation Review/Procurement Plan
includes Item 17; "Open options are available under existing contracts which could
be exercised. (Explain if options are not to be utilized) ( ) Yes ( ) N»o."

J. Communication. In discussion with contract specialists in AMSMC-PC, item

managers in AMSMC-MM and production managers in AMSMC-PD, there is, in general, a
high degree of coordination to assure the optimum use of options. The general
practice includes early notification to the contract specialist of forthcoming
PWDs and notification to the item/production managers of options due to expire.
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K. Statistics. ::t:,:‘
.. . . . . byte
l. No statistics are maintained on options exercised vs not exercised or the %gV
(Y N
percentage of option quantities exercised. [ ]
. . KN
2. The study team planned to perform two statistical analyses, as follows: ﬂﬁq
. . . . YWl
a. Review a listing of all contracts placed during the period 1 January :bﬁ
. . . . . . (]
=31 December 1983 which were appropriate for the inclusion of option quantity b?&
[N
- clauses. From this listing, identify those contracts which did not have option
. . . KN
quantity clauses and, dependent on the number of such contracts identified, “ﬁﬁ
) C : . : ¥
either do a 100%, or statistically reliable sample, to determine the rationale : k
")
for not including an option clause in those contracts. < :i:
s
b. Review a listing of all contracts placed during the period October °
. . . . . A WL
1981-31 March 1984, From that listing, select a statistically reliable sample of ﬁ&g«
. . . . fee!
contracts awarded, when earlier coantracts with available options for the same ﬁ?ﬁ:
. . . .. . (L)
item existed, and determine the rationale for not exercising the available bﬁﬁ
. (R
options. °
. . (KA
3. During the research phase of the study, the study team was advised by ?&}
UOX]
. . e L . D0
Management Systems and Analysis Division, AMSMC-PPM, that contract listings, 1in '4?%
h q‘.i
the detail required to do the above analyses, could be developed. 1t was deter- 3;?
WO
. . . . [0
mined, however, during the onsite phase of the study, that the contract listings
provided were unreliable. The listings did not reflect all contracts with $a$
s
options and, in many instances an erroneous l January 1999 option expiration date ﬁ%ﬁ
W]
¥
was reflected. ““hn
. L. ey
4. The problem results from the fact that the actual option expiration date ‘.
is not known at the time of input of PADDS solicitation data and a lack of
clarity in, or understanding of, the PADDS input instructions for insuring entrv y o
N . . . . . . v N
of the date when known. As indicated in PADDS input instruction (Appendix L), in dék
order for the PADDS data base to reflect that a contract has an option clause, O
®
the PADDS input must include the option expiration date. Some contract special- q\qy
. . . P . 0
ists have been entering the fictitious 'l January 1999" date, but are not correc- . ~}
. ‘ L] \..“;
ting the date at the time the actual expiration date is known. Others are not Ny
"
. . . . y
entering any expiration date, so that contract listings developed from the data
base do not reflect that the contracts have optiomns. ~
. L . . . . s
S. A report, "Option Expiration Date Notice-All Open Options', is distribu- qﬁw
e
ted to item managers in AMSMC-MM. This report provides a listing of all open 4“&
. . . . . . W
options, by item manager, contract, and line item, option quantity percentage, ROtk
®
Y
V=9 l:.‘i.{
'.',
fee
e
I.‘.O!
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and the option expiration date. There is also a header to provide the options
percentage exercised to date but the use of this column has not, as yet, been
implemented. A copy of a page from the March 1984 edition of this report is at
Appendix M. Little confidence is placed in this report by the item managers for
the reasons given in paragraph 3, above. The Primary Support Contract Division,
recognizing that the report is not reliable, prepare and distribute a manual
listing of option expiration data for its own contracts.

6. This problem was recognized as far back as 1980. The 21 March 1980
edition of the ARRCOM Acquisition Bulletin includes an item which addresses
this problem. A copy of this item is at Appendix N,
L. Use of Options at ARDC,

1. Studies Branch personnel in Dover were requested to obtain data on the

use of options at ARDC.

2. Option quantity clauses are not usually included in production contracts
until such time as the TDP has been stabilized. Recommendations to the
contracting officer on inclusion of option clauses are prepared by the

b production element in conjunction with the developmental project officer. The
| decision on inclusion of option clauses is that of the PCO.

3. Option quantity clauses are included in approximately one third of the
contracts placed by ARDC. These include production contracts placed by ARDC
prior to tramsition of the item to HQ, AMCCOM (R).

4, ARDC option guidance is included in the ARRADCOM Procurement Instruction
(Appendix Q) and in an ARRADCOM letter (Appendix R). The ARDC guidance

essentially refers back to the basic option guidance in FAR 17.700,
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VI CONCLUSIONS ::;
A. POSITIVE ASPECTS OF OPTION E::
1. The concept of including and using option clauses in contracts for the ’
procurement of AMCCOM's mission items is considered to be a very beneficial and g
useful tool. This conclusion is supported by a consensus of all personnel Ef
interviewed during the course of the study. 5;
T 2. The use of options provides the Government with a contracting flexibil- h
ity it would not otherwise have. Long term needs, being difficult to predict, j
can be contractually provided for by options. The Government can obtain a gé
position in the market against rising prices by prudent use of the contract @
option. )
3. For the contract specialist, the exercising of the option precludes the ;t
necessity of a new solicitation/negotiation and developing a -new contract, both ﬁy
of which are time consuming and costly. 1In addition, options take advaﬁtage of ?
current production runs, eliminating such considerations as non-recurring/ ;L
start-up costs and first-article testing. Item managers and production é
managers are charged with insuring that the proper quantities of the right items 'ﬁ
are on hand and available where and when needed. Use of the option works to %
their advantage by reducing the Administrative Lead Time (ALT) for procuring ;
those items, as well as procuring smaller quantities at a price associated with :}
a larger quantity. :&
4, Options also allow for early or quick obligation of funds. Although 3
this is not the primary reason for using options, it is, in itself, the result ;b
of using options. _ Q‘
B. DIFFICULTIES OF OPTIONS : '{
1. 1In a master's thesis by J.W. Hudkins, entitled "Option Contracts, A f
Study of Variable Quantity Contracts Which Do Not Obligate the Government', Air r
Force Institute of Technology, 1983, the author states that "the rules governing w
contracts, contained in the various procurement regulations, both limit somewhat ‘g
the occasions which they can be used as well as create technical requirements &
attending their exercise. A study of options in Federal Government contracts is :é
a considerably diffe-ent undertaking than a similar study of options in the ]
common law context.' ’k
3
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2. Government contracting operates in an environment which is dependent as
much on general guidance as it is on specific "hard and fast" rules. In consid-
ering the use of options, each individual situation must be analyzed and judged
on its own merits and peculiarities. There are many variables that affect the
inclusion and exercise of an option, in which any one variable or a combination
of variables must be weighed by the PCO/contract specialist that would result in
the most advantageous method of fulfilling the Government's need.

3. Written material/guidance received from MICOM, TACOM, CECOM, and AMCCOM
(D), as well as that reviewed locally, differed in terms of detail of content,
emphasis, and in limited areas, appeared contradictory. This is evidence of the
fact that treatment of options varv and interpretation and emphasis on options
are inconsistent.

4, Although option clauses provide for the procurement of additional
quantities against an existing contract at a given price, this may, in féct, be
a negative aspe~t of options. Unless the option price is equal to or less than
the base price, the price paid for any additional items may be too much, and is
subject to criticism. In taking advantage of the option provision, small quan-
tity requirements may eliminate the possibility of obtaining lower, competitive,
unit prices for the item. Given material cost to be equal, it would be
difficult for new producers to compete with an on-line producer. On the other
hand, if the option price is too high and, in testing the market, lower prices
could be obtained, then the option provision provides no advantage.

C. WORKING ENVIRONMENT

1. As delineated in the Plan of Action at TAB A, the study primarily was
oriented to answering two questions., First, what is the extent that option
quantity clauses are being placed in contracts and secondly, what is the extent
that these clauses are being exercised? Answers to these two basic questions
would determine whether or not this headquarters is optimizing the use of option
quantities in it contracting. 3

2. With respect to the first question, the studv team determined that
option clauses are being included in all coatracts where appropriate. With
respect to the second question, due to the lack of availahle statistical data,
or a reliable data base from which statistics could be developed, the study team
could not verify that these options, once they are placed in the contracts, are
being exercised to the optimum. Since it was confirmed that ootions are an
advantageous tool, it is important to the Procurement community that it refine
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its data base and develop appropriate statistics so that objective data is i:::::
available to track the extent to which they are taking advantage of opportunities *::::'
to exercise options. s
3. Knowledge of option provisions as part of the solicitation process and ’:::S;'
formalized contract procedures was evident throughout the interviews, not only 2;{1
in the procurement community, but also by the item managers and production s".t”q
.- managers. Although the item managers and production managers have a basic inter- o
est in the fact that a contract can or does have an exercizable option, it is the :.:f:;f
PCO/contract specialist who must deal with the intricacies involved in the ::;ts“
entering into and monitoring of contracts and making determinations and findings ,{:E:%
with respect to such contracts. Although the PCO has the ultimate responsibility “
for the total contract package, it is the contract specialists who develops, c:?“;
maintains, and monitors the individual contracts. All the contract spec.ialists ::.:;;‘,
were aware of the concept and use of the options. However, actual practice ;:’::::.:
varied according to experience and background, plus guidance from their PCO. .'_'
On-the-job training is the main source of training, not only in the area of ‘::i::
options, but for contracting procedures in general, although there are formal and 'E:::E
correspondence courses available for the basic procedures. ,E:::E:
4, Communication between the PCO/contract specialist and the item/production ry
manager seems to be excellent. In general, for any particular item, a one-on-one ::.::E‘
relationship exists between a contract specialist and an item/production manager, :’,::::
i.e., the same contract specialist and the same item/production manager have ::!'v'::;
reciprocal responsibilities for any onme given item. This not only creates an '
environment of rapport between the contract specialist and the i'tem/production S?,::e
manager, but also makes them very knowledgeable of the item and the contractors ;:::i;
involved. Communication is an on-going process, from the time a requirement is t.:ii::
known, to the placement on contract, and during the production and delivery ’e
stages. :::::;
5. Both the contract specialist and the item/production manager would prefer o::f‘

to exercise an option, when available, and in the best interest of the Govern- E:E:E,
] ment. As a general rule, when a new requirement is received, one of the first s
things a contract specialist, as well as an item/production manager, will do is '3‘;':
to see if any existing open options are available to satisfy the requirement. It ) ':.
is, after all, less costly and time consuming to exercise an option then to award .'0:.:3
a new contract. If there is an option and all conditions are favorable, an ".
option will be exercised, :'.;::,
vI-3 R

(O

RS

KA

Y

N - , . . \
g (3 g s - I ) », .0 - - o N
I o N O e D e S D O T e R TN T T O NS TR O T D TN 0 0 NN MO XA M i MM AN MMM N



- o s

S TT3 00y g Boy Iy W . . . . . -
N O S N O DM B IS O NSO MDA B VL O RO K XOLTH O X X W

6. PADDS provides standardized option clause formats to be included in
solicitations. It also allows clauses to be modified to meet the special needs
or conditions related to the requirements or production peculiarities. This
offers the opportunity to develop alternative ways to use options and thus
promote maximization of their use.

7. Statistics

a. Difficulties were encountered in trying to develop any type of sta-
tistics to show in quantitative terms the extent of inclusion of option clauses
in contracts or the extent of exercise of open options. PADDS is set up to pro-
vide a data base to include the identification of all contracts with options and
the expiration dates for exéréisingAthese options, This data base is used to
develop the "Option Expiration Date Notice" report., However, much of the infor-
mation is being erroneously entered, not entered at all, or not being updated
when changes are made. This information is important for trécking contracts with
open options, i.e., indicating the availability of exerciseable options and
alerting the item/production managers to the fact that options are about to
expire, 1f this data base was reliable, it could also be used to identify those
contracts that do not have options. Since it is this command's policy to maxi-
mize the use of options, this information could be used to isolate those con-
tracts without option clauses for the purpose of validating the exclusion of such
clauses,

b. There is no system available for tracking options exercised and, as
such, there was no way to develop any type of count to show the extent of options
exercised. This information, if available, would reflect options exercised, the
quantity exercised and the quantity remaining and available to be exercised. In
addition, with the increased pressure to utilize options, data of this type could
be used to track and report the extent of options exercised.

¢. It must be realized, however, that goals should not be established in
terms of exercising options. Other than the fact that options should be exer-
cigsed to the maximum extent possible, the establishment of goals, e.z., "50 per-
cent of options will be exercised" or "comparison to past year's use', are not
practical and may result in improperly exercised options.

8. Evaluation of the Optioh

a. Unde: given conditions the option price can be considered in the
evaluation for award of a contract. Although options are mainly provided as a
reserve for future unforeseen requirements, there are many cases where require-
ments are known or anticipated, but due to the unavailability of funds, cannot be
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specifically contracted for. FAR 17,206 restricts the use of this clause

(TAB S). The desired affect for evaluating the option is to obtain an overall
lower cost for the entire procurement. One important consideration for this
concept is that there is reasonable certainty that funds will be available
thereafter to permit exercise of the option. The study team found, however, that
this command rarely uses this option provision.

b. Evaluation of the option price would appear to be appropriate for
consideration when the procurement requirement represents a consolidation of
requirements for several customers (as spelled out in Appendix J) for which
program and funds have not all been received, and the provisions of FAR 17.206
have been met.

D. PROCEDURES

1. The ARRCOM Acquisition Instruction is the only Procurement Directorate-
wide guidance that was readily available that specifically addressed the policies
and procedures relating to the use of options. However, the content of.the
section an options was basically a reiteration of specific parts of the DAR.
Several documents were found that did concern themselves with policy and proce-
dural aspects of options, but these were obtained from individual contract
specialists on a piece-meal basis. Nowhere did the study team find a guidance
file that contained all the various "bits-and-pieces" of information that speci-
fically affect option clause procedures in contracting, nor was it known if the
documents provided are still valid.

2. The lack of a single document providing command guidance for the treat-
ment of options results in a lack of consistency of understanding and agreement
among the contract specialists in such areas as testing the market, synopsis
requirements, negotiation of option prices after award, extension of option
expiration dates, guarantee requirements, and option considerations in connection
with contracts negotiated under public exigency.

3. The item/production manager has the opportunity to indicate the desired
option quantity for the option clause via the PWD input sheet, DRSAR Form 825-1;
Block 21 provides space for indicating the.opfion percent desired. Even though
the procurement community automatically includes options, when applicable, and
item/production managers do, on occasion, fill in the block, it is not standard
practice to do so; they leave it up to the contract specialist to determine the
quantity. By having the item/production managers recommend the option percent,
the process should be improved because it will result in these item/production
managers taking a more active role in future buys.
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Y 4, Supply control studies are the "drivers' for new requirements for the 055
item managers. It was suggested by one, and agreed to by other item managers, ;52
that putting the option percentage and expiration date in Sector 08 of the supply -
control study would make the information more readily available and eliminate the g%
need for maintaining separate records. ' a%
5. Option Expiration Date Notice gg

a. Current system requirements and input instructions for option data |
fail to insure that option availability and correct expiration dates are being zsg
entered and accounted for in the PADDS and interfacing automated systems. As a B _ﬁé
result, the currently published Option Expiration Date Notice report is an ,'g
incomplete report containing erroneous information. i:
b. The current report is set up to report all contracts with open option :3ﬁ
clauses, i.e., options available to be exercised. This not only results in a ﬁ?‘
fairly large report, but includes options which may expire in as much as five am
years in the future. A report like this serves the purpose of assisting in long :ﬂ
range procurement planning but falls short of being a "flash" report, as it is ,Fa
referred to by the item managers. The report would have more meaning for use as 3&
a "management-by-exception" tool if it also alerted the item/production managers -b:
that an option is close to expiring, i.e., within 90 days, and should be X1
expedited if they desire to take advantage of the optiom. 32?
¢. This report is currently being distributed only to the item managers eﬁ

in AMSMC-MM. The report would be just as beneficial to the production managers %ﬂ
in the Production Directorate (AMSMC-PD). K
6. PADDS provides three basic option clauses, providing for‘one option price :éé

and one expiration date. However, examples were seen of modified clauses, either éﬁ:
designed by the contract specialist or submitted by the contractor, that took %3
advantage of different events. Option clauses that are more "aggressive' or !
creative would make options more competitive and/or realistic. Prices could be ? X
tied to specific dates and/or quantities. As an example, CECOM uses a 2-phase %$.
clause; one price for the first 30 days from time of award and a second price for . Qﬁ
the remaining period. Another clause might state that for the first 30 or 60 :E
days after award, the option price would be the same as the base price (limited ' W
to first 50 percent) and then request a price for the remaining quantitv. :gf
E. The Varian Decision .':‘:::
1. The Varian decision has had a significant impact on the procurement &&
community and its attitude toward exercising options. A lack of specific !L'
VI-6 :3!53
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guidance has resulted in misconceptions and a "gun—-shy’” attitude toward the
exercise of options, the consequences of which may lead toward a trend 5f lower
incidence of exercised options.

2. Testing the market.

a. Inconsistencies or misunderstanding of the concept of "testing the
market" may result in inappropriate methods for determining if a better price
could be gotten or may delay or even prevent the option from being exercised.

b. Failure to account for the in-house cost of resolicitation vs.
exercising an option, even though a lower unit price may be found bv testing the
market, may result in higher cost over the long run. No cost standard/models are
currently being used to determine if it would be cost effective to exercise an

option. As a simplified example, the following cost-related data was developed:

OPTION SOLICITATION

1. Analyst time 4 hrs 20 hrs
2. Review process:

PCO-Policy-Legal ONCE TWICE
3. TDP's:

#Cards X 24¢ X # of bidders NONE # OF BIDDERS
4. ALT: wup to - . 4 days 150 days
5. Mailing & Handling costs: CURRENT CONTRACTOR TO ALL BIDDERS

¢. Since cost seems to be the predominant factor in determining whether
or not an option will be exercised, the lack of any model or formula to test the
"cost-effect” of exercising an option vs. a new solicitation when the "best"
price determined as the result of testing the market is only marginally lower
than the option price, may result in an inappropriate rejection of an ~ption
price.

d. Legal has indicated that they know of no DAR/FAR provision or
Comptroller General decision which either allows or prohibits consideration of
in—~house costs in determining whether an option, should be exercised.

3. Contractors need to be alerted as to the affect of the Varian decision on
the exercise of options. Contractors who desire additional work via the option
clause must realize that they need to submit realistic, competitive option prices

or they may not get the award.
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VII RECOMMENDATIONS

All recommendations in this section are to be implemented by AMSMC-DP except for
Recommendation 9 which is to be implemented by both AMSMC-DP and AMSMC-DL.

1. Expand the Command Acquisition Instruction (AI) on the use of optioms.
The AI should be designed to incorporate all current guidance and be updated or
changed as new guidance is received. The AI should also be designed for ease of
supplementation by the users of the AI and would be the vehicle for containing all
information on options pertinent to any particular organization. Emphasis should
be placed on the implications of the Varian decision, the concept and procedures

for testing the market, the conditions for negotiation of the option price and the

requirement to synopsize. -
2. Associated with the AI, develop a check list, or series of check lists (as :g:
appropriate to specific types of procurement). Include in the check list(s) a E;E
requirement that the following be addressed: 'Open options are available under Si:
existing contracts which could be exercized (Explain if options are not to be !a
utilized)." This is the statement currently being utilized onlv in the Armmunition :ﬁﬁ
Division of the Procurement Directorate (DRSAR FORM 507). ‘ﬁﬁ
3. Purify the data base and publish clarifying guidance to insure that option 4;?

quantities and correct expiration dates are being entered and accounted for in the g
PADDS and interfacing automated systems for all contracts with options. é&
4, Develop and implement new instructions to account for options exercised. ;SS
This information will provide two sets of data; first, to show how much of the \:;
option is left to exercise and second, to track and account for those contracts ‘ ,
where options have been exercised. ‘ﬁi
5. Upon implementation of recommendations 3 and 4, above: 5 :

a. Expand the "Option Expiration Date Notice'" report to include the use .

of "Option Percent/Option Quantity Exercised'" column. :
b. 1Include the production managers/Production Directorate on the distri- ;:!
bution of the "Option Expiration Date Notice." - §»$
¢. Include a separate section to identify those options that will expire :;4

within the next 90 days. Py
4. Develop monitoring -1d reporting procedures to be used by management N
to track the use and exercise o. options. Include the information in reports :i§
submitted to AMSMC-DP and in the Review and Analvsis provided the CG. i\k
I

®
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6. Design option clauses that are more 'aggressive" or creative that would
make options more competitive and/or realistic; make the clause work for us.
Phase the clause over the life of the entire option periocd, e.g., one price for
first 30 days, another for the remaining first half of the delivery schedule, and
another for the remaining period (tailored to the specific item.)

7. When the requirements of FAR 17,206 are met, structure solicitation so
that option prices will be evaluated in the overall analysis for award of con-
tract. Any determination not to evaluate the option price must be documented in
the contract file.

8. Take steps to make sure that contractors are aware of the importance of
the Varian decision.

9. Require that item managers/production managers utilize Block 21 on the
PWD input sheet to indicate their desired option percentages.

10. Include in Sector 08 of the Materiel Management Supply Control Studies
the option percentage and expiration date.

11. Develop a model reflecting the in-house costs associated with soliciting/
awarding a new contract versus the costs to exercise an option. This model would
be used to:

a. Make a cost comparison and assist in determining if an option should
or should not be exercised (when itis determined by AMSMC-DP and AMSMC-GC (R)
that this is permissable by regulation or higher headquarters).

b. Calculate the "cost avoidance" savings for reporting into RESHAPE/

Cost Control Initiative Programs,
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Plan of Action b
Study of m::':
Contract Option Quantities .“Q.‘I.
R
i
] 1. 3Background: A study has been directed by the Commanding General to answer NN
X the following question: 4
' a.(;
"Are we making the optimum use of option quantities in our contracting?” . :g
"
2. Definition: An option is a unilateral right in a contract by which, for a .':lg
specified time, the Government may elect to purthase additional gquantities of AN
the supplies cor services called for by the contract or may elect to extend the .
period of performance of the contract, Option clauses may be included in ) .':
coutracts if increased requirements within the period of contract performance '::"a
are foreseeable, cr if continuing performance beyond the original period of .‘1’:“
contract performance may be in the best interest of the Government, .":"::a
{
a.8%3
3. Purpose: PY
—_— Fo
)
a. The purpose of this study {s to respond to the Commanding General's '0:
question, 1In doing so, the following areas will be addressed: "..;:f
()
'! t
(1) Current policies, operating procedures, directives and procurement g'::"
law pertaianing to the use of option quantity clauses, ®
R
e
{2) The extent that option quantity clauses are included ia contracts 'ﬂ:.b;
and the rationale as to why option quantity clauses are or are not utilized, ‘c:':x
Wi
OO
(3) The axtent that option quantity clauses are being exercised and l:::o:;
the rationale as to why option quantity clauses are or are not exercised. "
SON
b, Based on an analvsis of the areas wentioned above, an evaluation will -,l.:'g','
be made as to whether this command is making optimum vse of the option quantity '.O:f
claus2s in contracting procedures. Conclusions and recommendations will be ‘lz‘:l:
made, as appropriate. ."::a;:
4, Scope: The study will encompass all HQ, AMCCOM elements which interface ‘
with option provisions in contracting. In addition, higher headquarters ,ﬁ?.:
elements and lateral MSC's will be contacted to discuss the use of option W
quantitins, o o
o'.'c
) hatr
5. Methodology: s
a. Study Team Composition: The study team will be organized as follows: "::;
g
Mr, Zd Lowenberg, DRSMC-CPM (R), Lead Management Aralyst ::::f
Mr, Harry Rubin, DRSMC-CPM (R), Management Analyst ':‘..‘
Mr. Harry Lyons, DRSMC-CPM (R), Management Analyst b
L]
4
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G

N AT AT o O O A o P W W o N : - N )
e A ATt 1Ty N L0010y e T A N e O 0y T T T L A, L R T R R T et R A T e e e



~

o e — v

b. Research Phase: The study team will:

(1) Review regulations, directives, internal SOP's, policies. legal
decisions and any other pertinent documents relating to option quantity clauses
in contracting procedures, Initial discussions with knowledgeable persons were
conducted to assist the team in developing the Plan of Action.

(2) Determine availability of, and request, contracting data for
analysis.

¢, Fact Finding: On-site interviews will be conducted within pertinent
HQ, AMCCOM elements to obtain current practices and procedures, to document
the use of option quantities in contractiag, and to identify any pertiment
problems or comstraints.

d. Analysis of Data:

(1) Findings and data collected will be analyzed to develop
conclusions and recommendations.

(2) Additional research/interviews may be conducted, as needed, based
on the results of the analysis,

e. Report Preparation:

(1) A draft study report will be prepared noting the fiadiags, con~
clusions, and recommendations for improvement resulting from the analysis,
This draft will be provided all involved AMCTCOM elements for review and
comment.,

(2) A final report will then be prepared and submitted to involved
deputies, directorates and/or offices for concurrence prior to submission to
the Commanding General for approval.

6. Study Schedule:

Start Complete
Research 05 Mar 84 06 Apr 84
Prepare/Subtmit Plan of Action 09 Apr 84 11 Apr 84
Fact Fianding . 12 Apr 84 11 May 84
Analysis of Data . 14 May 84 25 May B84
Draft Report Preparation & Coordination 29 May 84 22 Jun 84
Final Report Preparation & Submission 25 Jun 84 o A Ca=l
29 Jun FY
/@@M\
Approved PETER G. BURBULES e
Major Genmeral, USA 44 MAY ‘204
Disapproved Commandiag
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DAC #76-26 15 DECEMBER 1980
GENERAL PROVISIONS
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Part 15—Cptions

1-1500 Scope of Part. This Part applies to contracts for supplies and services
other than for (i) the construction, alteration, or repair of buildings, bridges,
toads, or other kinds of real property and (ii) research and development. it does
not preclude the inclusion of appropriate options in such construction and
research and development contracts.

1-1501 Definition. As used in this Part, an option is a unilateral right in a
contract by which, for a specified time, the Government may elect to purchase
additional quantities of the supplies or services called for by the contract, or may
elect to extend the period of performance of the contract.

1-1502 Applicability.

(a) Option clauses may be included in contracts if increased requirements
within the period of contract performance are foreseeabdle, or if continuing per-
formance bevond the original period of contract performance may be in the best
interest of the Government. Because options require offerors to guarantee prices
for definite periods of time with no assurance that the options will be exercised,
their improper inclusion could resuit in prices which are unfair to either the
Government or the contractor. Therefore, an option clause normally should not
be included if it can reasonably be foreseen that (i) minimum economic produc-
tion quantities will be required at some future date, and (ii) startup costs, produc-
tion lead time, and probable delivery requirements would not preclude adequate
future competition.

(b) Option clauses shall not be included in contracts, and option provisions
shall not be included in solicitations, if:

(i) the supplies being purchased are readily available
on the open market;

(it) the contractor would be required to incur undue risks (e.g., the price
or availability of necessary materials or labor is not reasonably
foreseeable);

(iii) an indefinite quantity contract or requirements contract is ap-
propriate except that options for continuing performance may be
used in such contracts;

(iv) market prices for the supplies involved are likely
to change substantially; or

(v) the option quantities represent known firm requirements for which
funds are available unless (A) the basic quantity i1s a learning or test.
ing quantity and there is some uncertainty as to contractor or equip-
ment performance, and (B) realistic competition for the option
quantity is impracticable once the initial contract is awarded.

(¢) In recognition of (i) the Government's need in certain
service contracts for continuity of operation ané (ii) the po-
tential cost of disrupted support, options mayv be included in
service contracts if there is an anticipated need for a similar
service beyond the first contract period, but see 1-322.

(d) Solicitations normally should allow option guantities to be oifered
without limitation as to price, and there shall be no limitation as to price it the op-
tion quantity is to be considered in the evaluation for award pursuant to 1-1504

«

1-1502

ARMED SERVICES PROCUREMENT REGLULATION
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DAC #76-27 15 May 1981
GENERAL PROVISIONS

1:197

In unusual circumstances, solicitations may require that option quantities be of-
fered at prices no higher than those for the initial quantities. Such circumstances
may exist, for example, when (i) the option cannot be evaluated pursuant to
1-1504(c) or (d) because additional requirements are foreseeable but not known.
and (ii) realistic competition for the option quantity is impracticable once the ini-
tial contract is awarded. However, because such limitations as to option prices
tend to cause a “frontloading™ of costs on the basic quantity which are trans-
ferred from the option quantity to equalize the prices offered, their improper in-
clusion could result in prices which are unfair to the Government should the op-
tions not be exercised. Therefore, the procedures in 1-1503(d) shall be followed.

(e) The total of the basic and option periods shall not exceed five years in
the case of services, and the total of the basic and option quantities shall not ex-
ceed the requirement for five years in the case of supplies. This S-year limi-
tation chall not apply to automatic data processing equipment,
software, and maintenance services; however, the basic option
perioas shall not exceed the approved systems life as defined,
in 4-1102,

1-1503 Procedures.

(a) If a contract is 10 contain an option clause, the solicitation must contain
an appropriate option provision. The contract shall limit the additional quantities
of supplies or services which may be procured, or the duration of the period for
which performance of the contract may be extended under the option and will fix
the period within which the option may be exercised. This period shall be set so
as to afford the contractor adequate notice of the requirement for performance
under the option but with respect to service contracts may extend beyond the
contract caompletion date when exercise of the option would obligate funds not
available in the fiscal year in which the contract would otherwise be completed.
In fixing the period within which the option may be exercised, consideration shall
be given to (i) necessary lead time in order to assure continuous production and
(ii) the time required for additional funding and other necessary approval action.
The period specified for exercising the option shall in all cases be kept to a
minimum. The quantities and the period under option and the period during
which the option may be exercised shall be justified and documented by the con-
tracting officer in the contract file. If the contract is to be negotiated, the deter-
mination and findings shall set forth the approximate quantity to be awarded and
the extent of the increase to be permitted by the option.

(b) If exercise of the option would result in increased quantities of supplies,
the option may be expressed in terms of (i) percentage of specific contract line
items, (ii) a number of additional units of specific contract line items, or (iii) ad-
ditional numbered line items identified as the option quantity with the same
nomenclature as line items initially included in the contract. If exercise of the op-
tion would result in an increase in the performance of services by the contractor,
the option may similarly be expressed in terms of percentages, increase in specific
line items, or additional numbered line items, expressed in terms of the units of
work initially used in the contract such as man hours, man years, square feet,
pounds or tons handled. If exercise of the option would result in an sxtension of
duration of the contract, the option may be expressed in terms of an extended ter-
minal date or of an additional time period, such as days, weeks, or months.

(¢) Solicitations which allow the offer of cpuion quantities at unit prices
which differ from the unit prices for the basic contract quantities shall also state
that varying prices may be offered for the option quantities depending on the
quantities actually ordered and the date or dates when ordered. However, if the

1-1503
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' 1
solicitation contains an Evaluation of Options provision pursuant to |-1504, it 'l::f

shalil also specify the price at which the options will be evaluated (e.g., highest op- L ]
tion price offered or option price for specified quantities or dates). :.cj
(d) If a solicitation is to require the offering of option quantities at prices no .0:‘
higher than those for the initial quantities pursuant to 1-1502(c), then: ::e
(i) the inclusion of such limitation as to option price shall be justified ..9.,
and documented by the contracting officer in the contract file; n"',f

(it) the solicitauion shall also include a conspicuous notice adjacent to

: such limitation as to option price cautioning offerors that an offer KW
! containing an option price higher than the base price may be ac- 3
) cepted only if such acceptance does not prejudice any other offeror; :,{
and e
(ii1) if the option is for additional quantities of supplies, an option quanti- :!:
ty shall not exceed 50% of the initial quantity of the same contract -
line item or of the line item with the same nomenclature; provided, R
however, that in unusual circumstances a greater percentage of :t:i
quantity may be approved in writing by the Chief of the Purchasing ‘:é
Office. . ' . ‘.._0'\
(e) When it is anticipated that the Government may exercise an option to l:t.
fuifill Foreign Military Sales requirements, the solicitation shall notifv contractors oh
of the Governmeat's intent in this regard and shall identify the Foreign Military )
, Sales requirements. The contract shall contain an additional paragraph in the op- :.'f
; tion provision substantially as set forth in 7-104.27(d) which provides for the ) n‘.“
3 Government’s right to exercise the option for Foreign Military Sales purposes 'o:
(see 6~1309). e
1-1504 Evaluation. Y
{a) Except as otherwise provided in this paragraph, solicitations containing »
option provisions shall state that evaluation will be on the basis of the quantity to ’ ‘
be awarded exclusive of the option quantity. e
(b) If it is anticipated that the Government may exercise the option at time . 0‘:‘
of award, the solicitation shall include an Evaluation of Options provision substan- R e
tially as set forth in 7-2003.11(a). 0

(c) The option quantity may be considered in the evaluation for award of a )
firm fixed-price contract, a fixed-price contract with economic price adjustment e}
provisions, or such other types of contracts as may be approved by Departmental W
procsdures, if, before issuance of the solicitation, it has beer determined by the ﬁ:t
Chief of the Purchasing Office that: ::l-
(i) there is a known requirement which exceeds the basic quantity to be r‘:f

awarded, but either (A) the basic quantity is a learning or testing )
quantity and there is some uncertainty as to contractor or equipment y
performance, or (B) due to the unavailability of funds, the option 0.:
cannot be exercised at the time of award of the basic quantity, pro- :
vided that in this latter case there is reasonable certainty that funds W]
will be available thereafter to permit exercise of the option; and .':
(ii) realistic competition for the option quantity is impracticable once '
the initial contract is awarded and hence it is in the best interests of A
the Government to evaluate options in order to eliminate the possi- '::
.Z
0.:,
1-1504 ) . >
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bility of a “*buy-in" (1-311). This determination shall be based on

factors such as, but not limited to, substantial startup or phase-in

costs, superior technical ability resulting from performance of the in-

itial contract, and long preproduction lead time for a new producer.
In such cases, the solicitation shall contain an Evaluation of Options provision
substantially as set forth in 7-2003.11(b). '

(d) The option quantity may be considered in the evaluation for award of a
fixed-price incentive contract if the determination in 1~1504(c) has been made
before issuance of the solicitation, and if the solicitation (i) specifies a cost-shar-
ing arrangement applicable to all proposals, and (ii) specifies that the ceiling
price and target profit for the basic and option gquantities are to be based on
stated percentages of the offeror’s target cost. These percentages shall be set
forth in the solicitation and shall be applicable to all proposals. In such cases, the
Evaluation of Options provision in 7-2003.11(c) shall be inserted in the solicita-
tion.

1-1505 Exercise of Options.

(a) The exercise of an option by the Government requires the contracting of-
ficer’s written notification to the contractor within the time period specified in
the contract.

{b) When the contract provides for economic price adjustment and the con-
tractor requests revision of price pursuant to such provision, or the provision ap-
plies only to the option quantity, the effect of economic price adjustment on
prices under the option must be ascertained before the option is exercised.

(c) Options should be exercised only if it is determined that:

(1) funds are available;

(ii) the requirement covered by the option fulfills aa existing need of the
Government. A Foreign Military Sales (FMS) commitment un-
dertaken by the United States Government on behalf of a foreign
country constitutes such need. However, in the latter case, the con-
tract shall expressly provide for the Government’s right to exercise
the option for FMS purposes (see 1-1503(e) ard 6-1309); and

(iii) the exercise of the option is the most advantageous method of ful-
filling the Government’s need, price, and factors in () and (f) beiow
considered.

(d) Insofar as price is concerned, the determination under (¢)(iii) above
shall be made on the basis of one of the following.

{1) A new solicitation fails to produce a better price than that offered by
the option. If the contracting officer anticipates that the option price will be the
best price available, he should not use this method of testing the market but
should use one of the methods in (2), (3), or (4) below.

(2) An informal investigation of prices, or other examination of the mar-
ket, indicates clearly that a better price than that offered by the option cannot be
obtained (see 1-309). .

(3) The time between the award of the contract containing the option and
the exercise of the option is so short that it indicates the option price is the lowest
price obtainable, considering such factors as market stability and a comparison of
the time since award with the usual duration of contracts for such supplies or ser-
vices.

1-1508
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{4) Established prices are readily ascertainable and clearly indicate that a
new solicitation can obviously serve no useful purpose.

(e) The determination under (c)(iii) above should, among other things, take
into account the Government's need for continuity of operations and potential
costs to the Government of disrupting aperations, including the cost of relocating
necessary Government-furnished equipment (as, for example, in certain repair
and overhaul contracts for aircraft or other complex equipment).

() Insofar as factors other than price were considered for award of an
originally negotiated procurement (see 3-501(b)(3)Sec. (i), and are therefore
consideration in exercising the option, the determination under (c)(iii) above
shall be made on the basis of one of the following.

(1) A new solicitation fails to produce a more advantageous offer than that
offered by the option. If the contracting officer anticipates that the option will be
the most advantageous offer, he should not usc this method of testing the market
but should use one of the methods in (2) or (3) below.

(2) An informal investigation of the market indicates clearly that a more
advantageous offer than that offered by the option cannot be obtained, and that a
new solicitation would obviously serve no useful purpose (see 1-309).

(3) The time between the award of the contract containing the option and
the exercise of the option is so short that it indicates clearly that the option is the
most advantageous offer obtainable, considering such factors as changes in rela-
tive technical merit of the contractor and competitors, market stability, and a
comparison of the time since award with the usual duration of contracts for such
supplies or services.

(g) When it has been determined that an option may properly be exercised in
accordance with the principles set forth harein, such determination shall be set
forth in writing and made a part of the contract file. Written notification to the
contractor of the exercise of the option and any contract modification resulting
therzfrom shall cite the option clause contained in the original contract as
authority for the procurement of the option quantity; and no citation under 10
U.S.C. 2304(a) is required. Reporting, however, shall be in accordance with the
instructions applicable to DD Form 359 (Individual Procurement Action Report).

1-1506 Examples of Option Clauses. Examples of Option clauses are set forth
in 7-104.27 and 7-1903.22.

Part 16—Reserved

For Novation coverage, see Section XXVI, Part 4.
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DF, EXTENSION OF OPTION
EXPIRATION DATE
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L DRSAR-CCP (22 Dec 77) : ,

- SUBJECT: C[xtension of Option Expiration Dace. '

!

' TO: DRSAR-PCP-? FROM: DRSAR-GCP’ patc:d T IAN1278 ¢ o

-~ . Mr. Harrington/k£/5124

: 1. It is pessidle for za enticn evived by a centractor after its expi-

. ration date anc exercised 5 the ent follewine a written determination
and findin:s by tn2 Concraxcging O in zecerd with ASPR 1~1205. Cspiracion
of the option cxcrcise ceriod 2na 2 contractor to refuse to perfcra any

. requircment awar:cd to i1z thereal deprives the Gevernment oi any right

i to crecte a conzract by acceptane n. Never:thelcss, the contractor may

! waive the opnicn tine liritatisn or follcwing cxpirntion_z?-fné-oﬁclon
exercise periyd, if Lt is still v ing to accept an award on the basis of the

; qpt101 Lc*r; as suzaizicd.  In this resnect, the opticn ;eridd is for tue bene-

: fit of the concracior, nroviding wim with a definite daze beyond which he canuot

be held to iiis cpticn price.

2. The deternination required by ASPR 1-1505 is uynchanged whether the original
option pcricd is unexpirad, excendod dafora expiration or revived after expira-
tion. The Comtracting Clilicar must detormine that exercise of the option is in
the besc intoreost of tha Cevernment, p»rica and other factors, such as necd for
" conC1nuAE) oI cnaraticns, potentinl costs to the Goverament of disrupting opera-
"3 tions and EL;'”TV ol ncoded deliveries, corsidared. Ip Taking cnis determination,
- the Cortvacting Qlficer i3 in reality deciding whether it (s in the best intcrest
: j- of the Govern cH: £o treat tFT—:c" regquircment as a naw procurement and resclicic,
~ cr whether a acw procur ont would simply psreduce a sitnaticn almest identical
l; to that viich would re l? from tie exercise of an option. The expiration of
the option ecicreise dﬁg dnes not mean that the circumscances which wake 3n
eption ciercise in the best interest of the Government are no longer prescai.
Indced, the Contrazting Officer's requast thut an opticn be revived ref -cts 2
(‘ prelizinavy decerm micaticn that an option exercise nay still be in the best
interests of the Governueat. T ’ : ’
3. Revival of an exoired op sion of an option which is shourz to
expirc is proferable to an ¢ on peried in the original procurarcnc.
The effosi oi -a cutended ont requiring the ccmfractor to guarcatee
! prices fer a considerable per teguire bigders eicher to
f. include a "cushiica' ia thoir are of pessible increases in proa-
N . duetion cost, or zanhle that te plzced and figure thalv
-1 bid pricos en wmore rhan the ¢ Comutroller General is of
- the opinien ¢ the tirst a nuocessary ingresscd cost
. to the Co\crn:cut. and the s fair to bidders. Decis:
N B~1456019, Z0 aApril 1¢562, 41
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DRSAR-GCP (22 Pec 77) o 1 7 JAN 1570 2
SUBJECT: Exicnsion ol Cption Expiration Date ' ®
‘ . ) W
4. Exercise of an option which has been revived can be distincuished frem a &4
contrHCL cutension reaulring new nogotiacing autchority on the basis that the Q&
. . 0
option cuantity and srice were withia the scep2 of the crizinal procurcment. ﬁ
Parchase of foe vption ananciiy at che cpsion nrice was tarzained for at the o
time of the origi undier the suthority which supported the orig- - _
inal procurernzrt. nhg.opficn period dees not mean that the b g
bargain as to the cuantity to be procured by opcion or the price is no longer . “.
valid or that the Cencracting Qfficer's orininal authority to procure by option - ﬁ%
is destroyed. &s stated in the first paragraph abcve, citien expiraticn oper- dk
.- 4
. ates to protoct the contractor frem the risht of unilateral excocise of the -
opC1on by the Govermment after & cerctain pqriaa gf time. This is a rignt wiich ?
was granted by the contracter under the contract. The contractor may agree te ak
extend this rizhr Zor an acdditional pericd of time, either before or after ‘h-
expiration ¢l the original peried. Ixercise of the oprion will be valid so long ‘ﬁ;
< = . . . . )
as (1) the macteriol terms of the orizinal option agreement are not excceded, AN
. . ; ; 0
i.e., no more than the azreed upon quantity is procured at no more than the X
agreed upon orice, and (2) the determination recuired by ASPR 1-13503 can be’ |
—— e~
made. I; the Governmeont seeis to procure 2 ;;;;g;_;;aa;;;x_;;hn that_ 3110 ed -~ :sg
by tersI of & fianl r the c2nsr JRCEATr S ,m*4°~,~_;:;;a“*~u1 %i;
that upCL‘l‘ gy TTion, Trnooscera ol Ehe o 'q-n:{ agreQinent nas zﬁ
i nczotlzting @ new anraceents  [als reguires 1!
e~ = N . el - ’
ainc” geternt: EETeT TN re/iew non—co:petltlve pro- — V
- .. e —_— . -~
Curf,"‘}c_!nt and wteéncing a conLract. N 4
- C T e - )
5. A modificaticn adding an option for increascd quantities to an existing 13
contract is also an extensicn reauiring newr determinaticns and a justificacion I
for extenul"ﬁ the existing contract. The reason is the same:. the modification e
exceeds the scope of the original agreement and negotiating authorities. .
o
6. Should further clarificaticn or discussion of the above proplem be desired, o
Dave Harrington of this office may be contacted on extension 6124/6835. o
s
L —*\ .o,’;
[ / /- / - e -
.. R [
N ’ L R : .. -
_ Ou e ’fbma:) T e 3
ADRLES 7-350 G. PATRAVANIS - 2
ALlra ouies Acting Chief, Procurement Law Division }h
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ErinCL e Gt e . S: 16 Jan 73
‘RSAR-PCP-P _ . Extension—otontioan-LrriTtiorDate-
o~ .
T DRSAR-GCP FROM  pRSAR-PCP-P DATE o0 pEp g7,  CHT
K - ) Mrs. llayden/sma/3324 )
LI
.1. When &nowm recuirements are fo thcoming and a contract ceontains an ootion pro-
sisicn that will cowver thase reguirements, it bas been the praccice of the
ment Dircciorate, in thos: cases vh2re the opticn is clese to expiring or at :
2rocurcment ce te, P T g
times has expirad, to racuest an exteasica ol the oncien expiraciecn date. If the
contractor agrees o tne exteasicn, the optica is then exercisad when the requiremanc
is received. Documentation such as a L&F to Negotiate or Review of Nonceompecitive .
Procurcseat are act orepdared for extending che option expiration date and subscquent
pra: 8 : : :
award. : . )
2. The questicn has arisen as tg whether the extension of the option ewnlratlo cata
must be received Ircm the contractor orior to fhe origingl iraticn date or if an ;
2.7 1
| ——— e =T R e e~ : — e e e b ———— H
extension of the option caa tazke place at anyiisme prior fo concract cocmpLetion. :
‘ t
. - . {
l 3. Request cemments frox vour office by COB 18 Jan 78 on the practice of optisn :
extensicns in gencral and specifizally, if any legal ramificzcions are involved 'in
extending the opzion expiration date afiter the opticn has expired.
V'QI\JR A (-
o OIN B. RITTEP
i ' : MAJ, ORDC
- Chief, Policy Branch
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APPENDIX D

DF, FACTORS TO BE CONSIDERED BEFORE
EXERCISING AN OPTION
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DISPOSITION FORAM

Par uee of thia form, see AF 340.1%, the preponent agency ls TACCEM.
L JFERENCE OR OFFICE ST mBOL W BIECT

DRSAR-PCF-A Factors to be Considered Eefcre fSxercising an Opticn
A

TO SEE BELOW FROM DQRSAR-PCF DATE 23 Feb 79 M
Mr. Dalziel/37CS

1. Attached is a

to negetialing cotion .
2. It is reguosted that these quidelines he consid efera implementing any optinr
quantity/crice. These guideiines wili help establish “igner efficiency for the Pro-
curement DJirectorate and this Headquarters relative to exercising the optiorn, cost
data, technical evaluations, and 2 cléser working relatinnship for all parties con-
cerned,

3. If there aro any guestions relative to subject item, please contact Mr. Daj 1,
Chief, Cost/Pr.ce Analysis Branch A of this Divisicn, CRSAR-PCE-A, tel. ext. 37

zie
25.

1 Incl W. H. COFFENBERRY
as Chief, Financial Analysis/ “.
Cost Estimating Division

/

DISTRIBUTICH:
DRSAR-PCS
DRSAR-PCA
DRSAR-PCH
DRSAR-PCS
DRSAR-PP

s

|
L. A Fom - REPLACES OD FOMM 928, wWHICH 1S OBSOLETE, '
i . 1 res 41 ¥ 9.3.0PO:19770-783-124/155
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Option Pricing °
, Yy
N
(A
1. Just #s price negotiaticn cbjectives are required pricr to nego- ?&ﬁ
tiations on basic quantities, price negotiaticn ¢bjectives are required 4¢N
rior to any final action to exercise an option. The use of options i
p Y p p
.- can introduce complexities in evaluating bids and proposals, pricing
oeption quantities and determining a Tair and reasonablz option price. P
In addition, pricr to exercising an option, it must Se cetermined that A
the exercise of *he option is the most advantageous method of fulfilling A
the Government's need, price and other factors considered. o
) V - . ".“ .
2. RBefore an option price is negotiated and/or exercised, there are a ®
L. number of factors that should be investigated by the contrac® spec- N,
: falist. A partial listing of tha factors %to be considered or that the “E
i contract specialist should look into are as follows: ;‘&
. . 05
a. What is basic price? nWth
o
b. Has the price of material gone up or down since award of the %
basic quantity? s
¥

c. MWhat is the time period between award of the basic contract
znd exercise of the option?

g}f?&

- d. :das the contracter
contract or othar reasons?

5 Tabor cnsts risen through a new union

4
o f..

. e. Has the state of the art changed {production methcds)? iy
W
R
' ¥. Hnat, it 2ony, is the effect of a learning curve? ®
o
q. wihat is the quantity to b2 delivered under the ootion? » sg
ot
B 4. . . . X
n. ¥hat is the requirea delivery dace? “@
"'i’.
i. Are nen-recurring costs involved that the contractor expects ®
tc recover on the opticn quantity from a toco low btid on the basic Y
quantity? .l',:.'
. . n'.‘t'
. , bt - ot
; J. Market stability . Py
V . .|.l
k. Effect of EPA if provided for in the contract and the con-
tractor has requested adjustment N
1. Are there performarce incentives? ',
m. Is there audited cost information from contract awards in : 'i%
process or recently negotiated contracts? ®
(]
l..::
o:,.
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n. Review of data on subcontracted items which constitute a .

major portion of the contract . ;

6 Y
. . . ()

: 0. Prices of standard commercial items which constitute & major }
1 portion of the contract w
¥ sl

¥ . c .

' p. Current labor rates , K
f.‘

q. Current overh=mad rates _ . ﬁ

1 . iy

r. Have there been changes in the technical date package? )

i 5, Effects of inflation h

W/

v . y N . . ';

. t. With regard to FMS, what country is involved and the effect ',

! on price? : N

‘X

1.

. . . UM

u. Were non-recurring {start-up) cos*s amortized over the basic ;ﬂ

£y ?

quantity? 7

. .. . . -
3. The above list is just some of the considerations the contract b,

specialist should take into account when determining a2 pre-negotiation ¥
objective. Not all the factors are applicable in every situation and )

many are interrelated. There is some information required for compari- »
son of the tasic and option quantity prices which can be obtained from "

L the DD 632 submitted for the basic contract. In any event, the advice "
and assistance of the price analyst can always be obtained in procure- ;

N ments involving complex pricing techniques and in evaluating option o

l prices. o
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Ainendnient of Solicitation/Hlodification of Contract

1. This Appendix provides guidance for use and completion of the Standard Form (SF)
30, July 1966, Amendment of Solicitation/Modification of Contract.

2. The SF 30 shall be used for amendment of solicitations or modification of contracts
when such action is required.

3. In order to alleviate problems resulting from incorrect completion of the SF 30,
the following are block-by-block instructions for completion of this form.

a. Block 1, Amendment/Modification No: In accordance with DAR 20-204.3(b),
supplementary identification numbers tor modifications shall be assigned in consecu-
tive chronological assignment. HModification numbers shall be assigned only after it
has been determined that a modification is to be issued. At Headquarters, ARRCOM,
contracting personnel are to contact DRSAR-PCP-SP to insure that the modification
number being used is the next consecutive number.

b. Block 2, Effective Date: In accordance with DAR 16-104.4, the effective
date shall be the issue date of an amendwent, change order, or administrative change.
For a supplemental agreement, the effective date shall be the date agreed to by the
contracting parties. (Definition and other information concerning change order,
administrative change, and supplemental agreement are located at Attachment [ of this
Apperdix).

c. Block 3, Requisition/Purchase Request No: £Enter the PRON number or
requisition number in this block. If there are multiple PRON's/Requisitions which
cannot be placed in block 3, an asterisk and the words "See Block 12" should be
entered. The PRON/Requisition numbers should be the first entry in biock 12. (See
txample [I-3, Attachment Il for example.) If there is no PRON/Requisition number
involved, this block should be left blank.

d. lock 4, Project No: Enter the project numper if there is -a project
number assigned for this action. If there is no project number, this block should
be lefr blank.

e. Block 5, Issued by: In accordance with DAR 16-104.4, insert the name and
address of the issuing office. In the Code B3lock, insert the appropriate DODAAD code
for the issuing office. Directly below the address insert: Buyer/Symbol, frllowed by
the appropriate buyer's nawe and routing sywbol. Directly Lelow the Buyer/Symbol
insert: Phone: followed by the buyer's phone number and extension., At Headquarters,
ARRCOM this block would be completed generally as follows:

Commander

US Army ARRCOM

Rock Island, IL 61299

Buyer/Symbol: ir, John Doe/CRSAR-PCZ-Z
Phione: A/C 309-794-0000

Code Block: W52PIJ

N
‘ “
-
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f. LUlock 6, Administered by: Insert the name and address of the DCASMA that
is administering the contract. Also, include the ADP point code in the clear of
block 6. In the code block, enter the DODAAD code for the appropriate DCAS office.
If the contract is being administered by HQ, ARRCOM the ADP PT: W52HO9 would be
entered in the clear of block 6 and the code W52PIJ would be entered in the code
block. For amendments to solicitations this entire block shall be Teft blank.

g. Block 7, Contractor Name and Address: In accordance with [DAR 16-104.4,
this block should be completed for modifications to a contract or order. The
contractor's name, address, and code as shown in the original contract or order
should te entered in this Hlock unless these items are being changed by this
modification or had been changed by.a prior modification,

h. Block 8: In accorlance with DAR 16-104.4, check the appropriate block
and in the corresponding bianks insert number and date of original solicitation,

centract or order.
i. Block 9, This Block Applies Only to Amendment of_§oliéitations: Self-
explanalory,

j. Block 10, Accounting and Appropriation Data: In accordance with
DAR 16-104.8, for those awards utilizing an Accounting Classification Reference
Number (ACRN) pursuant to DAR 20-308.1, indicate the impact of the modification on
each affected accounting classification by inserting one of the foliowing entries:

ACRM Accounting classification
Net increase $
ACRN Accounting classification
Net decrease $

Note: Should changes to multiple ACRN's occur on a modification which cannot be
placed in Block 10, an asterisk and the words "See Continuation" should be

inserted.

If there is no change in contract amount, so state in this block.

k. Block 11, This Block Applies Only to Modification of Contracts/Orders:
This block Tists the three types of modifications. DOiscussion of the three types
of modifications s shown at Attachment I. Information concerning the selection
of the proper type of modification and the proper authority is shown at Attachment
[I1. When a modification accomplishes more than one action, e.g., exercise of
option and correction of a typographical error, the authority stated in block 11
would be the action of major importance. If all actions being accomplished are
determined major, consideration should be given to stating more than one author-

ity in block 11,

1. Not used.

m. Block 12, Description of Amendment/Modification: This block should describe
the purpose of the modification or amendment. In accordance with DAR 16-104.4,
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amendments or moditications shail be set forth under appropriate Uniform Contract
Format, (CH) section headings from the applicable solicitation or contract document.
A UCF table of contents shall not be set forth, Indicate the impact of the modifi-
cation on the overall total contract price by inserting one of the following entries:

Total contract price increased by $ .
Total contract price decreased by S .
Total contract price unchanged.

n. Block_13: If the modification is a Change Order or Administrative Change,
the first box in this block shall be checked, and the contractor's signature will
not be requirad. If the modification is a Supplemental Agreement, contractor's
signature will be required, the second box shall be checked and the number of copies

to be returnei to issuing office shall be inserted, but see 1-706.6(d)(3), 1-706.7(e)(3),

and 1-804.2(c)(3) when the *orm is teing used for acceptance of an offer for a set-
aside portion of a procurement, (DAR 16-104.4) In the case of urgency, the contractor
can submit his confirmation of accepting the modification by submitting a teletype or
letter. This teletype/letter shall be made a part of the modification, Blocks 13,

14 and 15 will be completed as shown on Exampie [i-1 at Attachment [I.

o. Block 14, Name of Contractor/offeror: Self.explanatory.

p. Block 15, Name and Tille of Signer: Sclf.explanatory.

g. Block 16, Date Signed: Self-explanatory.

r. BGlock 17, Signature of Contracting Officer: Contracting Officer's signature
is not required when amending a solicitation.

s. [Dlock 18, Name of Contracting Officer: Self-explanatory.

t. OBlock 19, Date Signed: Self-explanatory.
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Attachuent 1 v
4
N
A contract wndification weans any written alteration in the specification, ﬁr
delivery point, rate of delivery, contract period, price, quantity or other o
contract provisians of an existing contract, whether accomplisned by unilateral E
) action in accordance with a contract provision or by mwutual action of the X
.. parties to the contract (DAR [-201.2). The types of contract modifications are
shown beiow: 5
a. Adwinistrative Change (DAR 16-103(b)(iv)) okt
'_'
(1) The administrative change is a unilateral contract modification ot
used to maxe corrections on contractual documents contingent upon such change )
naving no effect on the intent of the agreerient nor any infringement upon the '
rights of the contractual parties. The buyer iwust constantly exercise due g
precautions tc prevent entrapment in situations that may later be arquable as a ‘N

constructive change. Ffor example, a change in contract number (to correct an 2
error) is a normal use for this type of modification, but if the contract v
requires tihat the contract number be shown on the packaging and the contractor
has expended money printing an incorrect number prior to receipt of the correc-

tion, he is obviously entitled to reimbursement. Therefore, be certain that the :4
adsnisLrative change conlomplated does not exceed the parameters intended. 'ﬁ
The aduinistrative change procedure shall not be used to effect substantive X
changes in language tantamount to reformation. $§

(2) Cxampies of Administrative Changes are listed in Attachment I11.

|: ‘
e b. Change Order (DAR 1-201.1, 26-206.1 and DARCOMPI 26-2C4.80(c)) Y
(1) The “"Changes" clause, DAR 7-103.2, provides that the PCO may direct N
changes within the scope of the contract in one or more of the following: =
Lo
(a) Urawing, designs, or specifications where the supplies to be "
furnished are to be specifically manufactured for the Government. :3
(b) Method of shipment or packing. E{
tal
{(¢c) Place of delivery. )
(NOTE: Changes in these three areas would be the only time the "Changes Clause" ;}
would be a valid authority cite in Block 11 of the SF 30.) 2
»
(2) A Change Order is a written order signed by the PCO directing the Nt
contractor to make changes which the changes clause of the contract authorizes )
the contracting officer to order without the consent of the contractor, oy
ol
(3) ‘when change orders are rot forward oriced they require two documents:
the change order and a supplemental agreenient reflecting the resulting cquitable :
adjustrient in contract ierms. If an equitable adjustment in the contract price i
= or delivery terms or both can de agreed upon in advance, oniy a supplemental ;
. .
s
Qﬂ
,:
o

>
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agreement need be issued. Changes issued pursuant to a clause giving the Govern=

» ment a unilateral right to make a change (e.g., an option clause) initially .
Q" require only one document, the change order. \
i g Q
A A
p (4) In accordance with DARCOMPI 26-204.80(c), a ceiling price must be

aﬁ established prior to issuing a change order. Procedures for requests for approval |

to issue an unpriced change order pursuant to DARCOM guidance are located at )
ARRCOMAI 26-204.80, The preferred method is to firmly price change orders before -

B> they are issued. v
Y c. Supplemental Agreements (DAR 1-201.18 and 26-301)

o o , ]
M (1) The term supplemental agreement means any contract modification which

is accomplished by the mutual action of the parties.

'd

‘j (2) As stated in DAR 26-301, supplemental agreements are used:

> ° q
; (a) to reflect the agreement reached in the negotiation of‘change -
- orders, '
j (b} in preference to a change order when a supplemental agreement A,
» is considered feasible even though authority exists to accomplish the modifica- .
,z tion by change order. !
) { t
A (¢) to definitize letter contracts. )
» (d) to reflect other agreements of the parties modifying the terms
P of contract; and

N
s (e) to definitize provisional items orders, )
[\
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' ':Qsépczxx Attachment !I KK - [
F PaE | Of

‘ . 30, |

| | coveaa semaces scumasrunon | AMENDMENT OF SOLICITATION/MODIFICATION OF CONTRACT | y

K . MOC. REC. (41 CPR} 1-16.10( 3 .:
L 1. AMENOMENT/MOOPICATION NO, 2. EFPFECTIVE DATE 3. REQUISITICN/PURCHASE HEQUEST NO. 4. PROECT NO. ! If appiscaie, y
" RRRERYIBHA ¢
" SR Nder CODE | weop(T_ . ADSBISTED Y (If sber chww bloch 3) CoDE [52206A |

DCASIHA Boston

! US Army Armament Command A 1
A Rock Island, IL 61299 goo Sum?u'; s5é21o ‘
) Buyer/Symbol: John Joe/URSAR-PCZ-Z osten, _ . )
B Phone: j?c 309-794-1212_ ADPPT: S$2202A '
" ) 7. m CoDE “!! l” I l FACILITY CODE( lD vt o
SOUCTTATION NO.

I r —
I Smith Products BATED e (Sew bk 9) .
¢ | (Sewan. 170 iliddle St. — . o
o Eirp‘" Cambridge, MA 01821 et oter no. JAAA09-d1«C-XXXX \

L | oare 81 58D 30 /50 s 11, 2

> THES MOCK APPUES OFLY TO AmMENDMENTS OF SOUCITANONS
(] ™o cme cvmbered swiicimsrin @ omerind @ ot forth @ black (2. The howr and daw @eifind for rocepe of Offers [ ] s cememded, [ n net ssvendes.

= Ofiorars st eckvewiesgs 1+angt of ™e amendment prves 1 the hewr and dote spucified a e o dod, by ene of he followwg wehed: . u "
: (o) Sy wereng and mpws of T (9) by ocknowiedging rcact of s amendment on sech copy of the offer 1ube o (¢} By lamer or Yeioge ’d
B whech iaciudee & refererce 1 fhe ot ond o b FANURE OF YOUR ACKOWLEDGMENT TO 38 RECEIVED AT THE ISSUHNG OFFICE PRIOR 1O THE HOUR AND A
! - DATE SPECMED MAY RESULT IN ILIECTION OF YTOUR CAMER I, by vwive of "his emandmen? you jewre te chunge an offer siready whmdld, mch dwangs ey be Sude by Wiegrem "
/ o loftur, proveied weh Niegrers o lefter mohes rele X the wii wn ond his ., ond d srier 0 e opning howr ond dete wpecified. iyt
10. ACCIANTING AMD APPICPRIATION OATA (If requmed) &
- - « -
- AA 21X4991 0650 65 2600 S11173 Net Increase: 3$300,0C0

11, NG MOCK APPUES OMY TO MODIRCATIONS OF CONTRACTS/ORDERS
I o) [ Mie Ororepe Oreer s ivossa e . '.,
[ 3 The Crangas 6t forh 0 biech |2 we wusie 1 e choww menbornd asatrext/ erder. N
(9 [} T otvwve mombarsd wseeract /arder s medifind te reflas e edminaivetive changes (such 36 changes ® seviny ofice, eepruprisfiva dote, ) we ferk @ bieck 11, ¥
Vo (clmhww-;o—d—mhmd i i ; 20 L’)

¥ wadifine e chove mvebored o st forth ia bleck 12,
12. DESCMPTION OF AMENOMENT/ MODIICAION

1000-00-111-2345 ftem: Widget

NS

' 1. Pursuant to the "Option for [ncreased Quantity" Clause of the contract, the quantity

N required by the Government is increased by 100 each from 200 each to 300 each.

v 2. ggﬁot%gzl dollar amount of the contract is increased by $500,000 from $210,000 to E
-000. , .

3 3. ’;on;ractorfs Tetter dated 2 Hov 81 confirming exercise of option at total price .

3 .= indicated in paragraph 2 above is incorporatad as page 2 of this modification. [~ o

This lettar fulfills the requirement of the contractor's signature and consequently
the contractor is not required to sign this document.

(Exercise of Option: Price other than stated in Clause)

- T

.
-
§ hamgt @ pevded herea, ol lrwe and dtions of the dn = » bowk §, 6 herpmiowy changed, seme wemngi o @ ol loree ey offuct. !
(FY - !
. COMTRACTOR/ OPPEROR 1S .
_.' O O e o ey " maumD Emm#ﬂ%mwmmmm_ﬂ_m’ammm K
ta, mamg OF CONTRACTOR/OPRERCR 17. UMITED STATES OF AMERICA L
d ™ k o
[ ™= of poroun adurasd » wen Swgresnure of Canracrung OMomr) 1
- '
13. Mamd MO NTU OF SIGHER (Trpw or prad] 6. OATY SIGMED T8, FAME OF CONTRACTING OFYWER | Trpe or prrwt) % OATE SIONED

1.8, GOVEANMENT PRINTING OFEICE. 1972 488-049

Example II-]
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RUGAN/PCZXX Attachment 11 LQ70H
[ SYARDARD FON
oeveras seavices aommistanon | AMENDMENT OF SOUICITATION/MODIRAICATION OF CONTRACT 1 1

FARIMIT IV AT AT AN AR ER LT ER AN XY * s 83 0¥8 4°0.2° g’ al) LT Yad #av fas @at 2% “Bad §a¥ o gt 0 e ke m'hia &b

Aok | OF ]

M 30, JULY 1966
RD. FOOC. KEGQ. (41 CPMY 116100

Buyer/SgEbol R. RQES?/DRSAR-PCZ-Z

1. AMENDMENT/ MODHCATION NO., 2. CPPECTIVE DATE 3. REQUISITION/PURCHASE MQUEST NO, i PORT ND. (If eppinaiie/
POOUO3 4100 6963 11
1SR Mer CODE | o.‘m 3Y (If scber tham biochk 3) coof [ S3101A

US Army Armament Command Cormander, JCASIIA Springfield
Rock Island, IL 61299 240 Route 22

Springfield, .itd 07081

ADPPT: S3910A

7. COMTRACTOR CODE l IA! !! !“ l FACILITY CODE l 8.
AMBNOMENT OF

NAME AND ADORESS
] soucrtanom e

i
b
i . 1
; rEontractor's Name
| (swem, iy, CONETACtOr's Street Address DATED e (3 bk 9)
i sy nase. (ity, State, Zip Code MOOSCATION OF . .
! ot P [ conmact/omen no. =dl=Ce
: Cade)
! . )
: L ] oared 31 JUD OT  ser biech 11
i 7. TS MOCK APPLIES OPAT T3 AMBNDMENTS OF SOUCITATIONS
| ] ™ coove mamsersc: i @ amered o wt forth i@ bock 1. The heur end dote peciied for rearigt of Oters [ s extonded, [ ] s ams cronded
} - OM-_Mn*dMW’:\u-nom“h ifod in P selic e “‘hmo‘l&bﬂw'—.“ ™
R {8} by wgring ond sopewe of this ) (&) Sy echopurt M-Omm-‘c«h<mdhm & d; or (c) By lofer or i
ek ndvéen @ rete » e sl nd N mwu:onoun ACKOWLEDGMENT TO BE RECEIVED AT THE ISSUANG OFFICE PRICA TO THE HOUR AND
OAI‘IMDMYIMYINMCHONGYOUIG’!L Hbymdh-mrﬂh-nummaoﬁwm-ﬂw weh changs ooy be nede by wiegren
o lonur, proveied mch miogram or loher mehee refe 0 the selimintion ond his o ond s rved prier W e opening howr end dute mpecrfied
10. ACCOUNTING AND AFPROPHATION OATA (If requsred)
AB 21 12034 1658251 P4111 2610 S11173 Ret Increase: 517,040

et Increase $17,040.00

1. el BOCK APRIES OMLY TO MOODSCATIONS OF CONTRACTS/ ORDERY
101 (X ™ia Ouange Order s itaned w_1he Qption Clause of the Contract

The Cwnges mt forth in binck 12 ere made v o showe sumboresd asaroct/ ovder.

1 [T] Mo whove awnborsd euntract /erder is madifind to relect the edmind " (weth o changes ia peyng ofice, apprapristioe dote, vt} 1 forte = binck 2.
10 ] ™ sumws A Agr s entered an pu o eutharity of
» medif Muion bered a st forth in bleck 12,
17, DESCMPTION OF AMENOMENT/ MOOFICATION
NSH: 2470-01-900-3844 Item: (state nomenclature)

1. Pursuant to the Option for Increased Quantity Clause as set forth on page 24 of the
basic contract, the quantity required by the Government is increased by 8,520 each from

3,520 each to 17,040 each.
2. The total dollar amount of the contract is increased by $17,040 from $19,170 to $36,210.

(This action is an exercise of an option quantity at the price stated in the Option Clause
of the basic contract.)

l—--—ﬁmadwd—‘hdhwmh“l o hovvtvines dranged, neah mcverged ard ® WAl foan end afiect.

/ .
EQ OFEROL 1§ MOT HOUNED Dm“,m,m.mnmmmmmum__mmmm

14, mamt OF CONTRACTOR/ OFreacR X 17. UNTED STATES OF AmETICA
L4 [ 4
Segratwe of ponen avthorissd 'o wgn} MdM|
15, MAME AMND TR OF UGMER (Trpe or prwmt) 16. DATE RONED 185, NAME OF CONTRACTING OFMCIR / Trpe o prmet) 19 0ATE SIQn D
30-101.00 U8, QOVERNMENT PRINTING CEEICE: 1972 488-043
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" -Brown/PCZXX Attachment I1 NJ30Y
f WM 30, JULY 1968 T
cave stvices aommistation | AMENDMENT OF SOLICITATION/MODIRCATION OF CONTRACT 1
RD. MOC. REG. (4} CRYy (-16.101
1. AMENOMENT/ MOOPICATION NC. 1 tHECTVE DATE |1 22QUISTION/ RURCUSE CUEST NO. 4. PROSECY NO. (If appiscable)
P0Qa03 * &Lmnrk 12
SR Mder cooe (W32PlJ “¢Gmmander, HEXSMHE Yahta Ana co0f [SQS13d
US Army Armament Command 1 38 Civic Center Plaza
Rock Island, IL 61299 PO B8ox C 12700
Buyer/Symbol: BTOWQﬁDRSAR-PCZ-Z Santa Ana, CA - ADP PT: SQ 5C6A
7. COnfracTOR = cot;e 1300 FACILITY CODE | 8.
NAME AND ADORESS AMENOMENT OF
- [ soucranon wo.
Western Enterprizes OATED e (Sw beck 9)
rnn« an 9331 Schultz Ave.
T Costa Mesa, CA 92626 0 T e atie no. DAAAQS-81-C=XXXX
Code)
'_ 7 ’ _J oAm..g_O_QC_t_B_ (Ses biach 11)
9 TS BLOCK APPLIES ONLY 1O AMENOMENTS OF SOUCITATIONS
[ ™ ctove i i i anended 06 st foh o black 12 The heur and dete pacibed for receign of Offers [ s estended, [] s not exvended.
Cllerers e achneowiedge wanst of this amendment prec i he hew and dete specifed i the seiiciotion, as @ omensed, by one of the following meteds:
{a) By ngruay ond capes of M o () by ock iedging receipt ot this amendment on sach copy of the offer wubmitted; or (c) par iatter or tol
wineh inclodes ¢ rah ~ e Lol I FARURE OF YOUR ACKOWLEDGMENT TO I8 RECEIVED AT THE 'SSUING oncl PROR.TO THE HOUR ANO
DATE SPECIFIED MAY RESULT IN REECTION O! YOUR OFFER.  If, by virdue of s amendment you dewre to chnm an afler already wbmeted, ch chongs mey be mode by ‘elegrem
o lomer, proveded wch wisgrem o latter mokes reh o the selicietion and this d ond is ived priar Yo e agening hour ond dote specified.
10. ACCOUNTING AND APPROPRIATION DATA (I/ required)
ACRN: AB, AC, AD Net Decrease $1,000

21 12034 1658251P4111 2610 S11173

11, TS MOCK APPUES OMLY TO MOOIMCATIONS OF CONTRACTS/OIDERS

fo1 [[] ™is Change Order = isswed » »

No-.--hn-&alin-d-nhd-m-m/-d-
191 (] ™ chowe sumbared conract /ovtier is modifed te rehed the edmi Nenges in paying afice, eppresrigtion dute, eie.) = furh = black 12,
(qgn..' i Age is ontprad " P » y of DARJ-EOZ 4 —

B andifies e shere mmbered corrad m 190 forh in block 12.

12, DESCRIPTION CF AMENDMENT/ MODEICATION

*  M11D002081M1, MI1DO021M1MT, M11D00Q22M1M1T

HSN: 1503-00-302-2342 Item: Cable

1. The purpose of thissmodification is to extend the delivery schedu]e as set forth
on page 2 in accordance with DAR 3-602.4.

2. In consideration for this extension, the total contract dollar amount is decreased
by $1,000 from $97,421.32 to $96,421.32.

(EXTEND SCHEDULE IN LIEU OF DEFAULT)

_-”-b‘h--."--l ot of the retuemnesd 0 Mechk 8, & hrwiniee changed, menin wdungul and & fell form end offext.

CONTIACTOR/OMPESOR 1S MOT HIGUIEED
GorE-TO-BIANO
menmsmm (] commeaCIOon/CPmEscR & 1IQUIED TO UCN THES DOCUMENT. M- MTUB—p orce

14 ramf OF CONMTRACTOR/OMFERCR 17. UNITED STATES OF AMERICA

(14
r$a of porsan ewheriasd % wen) " (Wdhmbﬂwl

15. NaE AND TIRE OF UGMER (Trpe ov preest) 16. DATE UGMED 18, NamE OF CONTRACTING ORMICER ( Trpe or prmr) 19 0ATRE SIGNED

J0-10108 - *U.S. GOVERNMENT PRINTING OFFICE: 1972 488-048

Example [I-3
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Smith/PCZXX : Artachment Il 18130F — v
[ITANBARD FORm 30, 9 : PAGE {l
g.&s.&xis‘Ag;:'i:if,‘l‘.mﬁ.‘ AMENDMENT OF SOLICITATION/MODIFICATION OF CONTRACT | 1 2
T I, OOCATION O, 1. CHECTVE, DATE | 3. REGUISITION/PURCHASE HEQUEST NO. <. PRORCT NO. (1] appiraiies ::03
PQOC1Q See Block 12 . . 'i":
S SR dar CODE | J52D1] 6. ADMINISTERED 87 (lf.j-t« thaw bleck 3) CO0E [ $23(3A ot
US Army Armament Command DCASMA Detroit . °
Rock Island, IL 61299 ﬂggaﬂqrﬁfede;a] Bldg. o
: S. Smith/DRSAR-PCZ-Z nichigan Ave, o
| Buyer/Symbols, Se STAth/ Detroit, il 48226 ADPPT: $36028 bl
' 7. ComTacTOn . CODE FACILITY CODE | ___ 5. e o ...::
: pot {0 soucrranon no. (AN}
r_ —1 ) 29\,
' Bright Electric _ AT o (Sec black 9) A
(Sorsms. o, 1703 Qak - ok
S Ut Clenens, NI 48043 I Sowmac oo w0 AAL0SAB0ACa0000 | - R
S
L .. . _J oares 2 AUG 8Q (s bierk 1) '::Ee
§
9. NS MOCK APPLIES OMLY TO AMENDMENTS OF SOUICITATIONS .I
[ ™ sbee o i s emended a4 ot fosh in bleck 12, The hour ond date wecifed for recwipt of Offers [ | o axtanded, [ ] s net extended. g
= Clorers must achneiedge monpt of this smendment Briar 1o the heur and dom ifed in e olicitetion, or & iod, by ene of the fellewmg metheds: = '|::l
(@) by wgaeng end s wnpors of Wi (b} Sy ock ging wceipt 3t this amendment on eoch copy of e effer 1ub d; e {c) By repa lonrer or roleg :‘.‘:
which iacivdes @ rebe » e tebk -d 4 " FAILURE Of YOUR ACK OWLEDGMENT TO BE RECEIVED AT THE ISSUING OFFICE PRIOR TO THE HOUR AMD J M'
DATE SPECIMED MAY R£5LLT IN REJECTION OF YOUR OFFER. i, by virve of v,ﬁ: amendment you Adou’n ' change an ofter QM whmited, such change wey be mude by 'eiegram li"&
o loter, pravided wch Wiogram or leher mohos ret o the wlichotion ond this dment, end is d prier 0 the 9 hour end date wpecifed. 3“‘
T0. ACCOUNTING AND APPRGFUANIGN OATA (1] requsrvd) nth
ACRH: AD No change in amount contract [
21 12034 1658251P4111 2610 S11173 ey
11, TS WOCK APRIES OMLY 1O MOGWICATIONS OF CONTRACTY/ ORDELS ,:;e
101 ] ™ie Oramge Orter v isevad sursvent \
The Cusngms st fort in binck 12 are made % the chove umbored conradt/ erder. :'
t ot K ™e ahave Jarder is mesifid 18 rofect the eumi chengus (such a8 changes ia paying office, epprapristion date, sic.| wt fornh in block 12. Y,
! te} D P $ | Agr ] d o g . y of h
i B madifies he sbove mymbered @ st forth in bleck 12, 0
. 12, DESCIFNION OF AMENOMENT/ MODFICATION ':::
) W
| | NSH: 1025-00-111-9001  Item: Switch N
b
F The purpose of this modification is to correct typographical error in block 3, page 1, e
| modification POQOQ9. ®
' A
: Delete: M11PBO5I1IMI/01 ‘;.-::
i Add: M11PB50H1M1/01 v
L - W
Contract dollar amount is unchanged by this modification. t h
(4
@
(ADMINISTRATIVE CHANGE) ,'
P .$
i
AN
Caonpt @ promded haren, ol torms end conditions of the & turncad in black §, 0a hevoinivry hongud, rerae nchanges end = foll force end ofecs. '@2
v;annwm,m”émm&mmm Dmmsmmmmmwmm_mmmm t"\
14, MAME GF COMTRACTORN/ OFOROR 17. UNITED STATES OF AMERICA \i
v - o porean > wen) i Srnarers of Conacirg Ofenr] o
15, MAM AND TTIE OF MGMER (Trpe vr prues) 16. DATE SIGHED |18, NAME OF CONTRACTING OFRCER ( Trpe ov prewt) vy T N
2010108 ~ Example II-4 *U.3. QOVERNMENT PRINTING OFFICE: 1972 468-048 %
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APPENDIX H
EXTRACT, LIGHT WEAPONS BRANCH SOP
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TRANAT N EN U R VAL A VEU WU RE T L ¥ 07 S s rv comm =

CPTICYAL CLATUSE DaT:a

The folicwWing nas Deesn taxen verdatiz frern the Zanditcc IT,
the staniard czerailons procadures relerence for the [LZat ~eaccns

A, Insertion of th2 Cotion Clause in solicitaticns.

1, An optiscn clause will e inserted 4in every solicitation
. . . ————
-

2. All "off<trne-sgsnelf" itexms will nave a 100 % orption guan-

3. All speclalty {-ems will nave a 2GCZ optlon zuantisy.

4, Tn arn awari withcut e first article reguirezens, ke
time 1imit on exercisinzg the option will read z2s follows:

a. Preceding 20 days prior to the last schedulead
delivery, or

b. 240 days after the award of the contract,

ct
o
®
ot
WS
t1
o

n the first article requiregent,

S. In an awaré wit
tne ogtion will read zs follows:

lizit on exercising

a. 2Prececing 30 days after %“he approval of the first
article, or

b. Preceding 20 cdays prior to tne last scheduled de-
livery. :

3. Zxercising tzne Cpllion Clause.

Q.
.-.
ry
tu
o3

9
(8]
'y
ot
oy
[¢]
ry
(o]
'
.»J
l'e}
<
"
13

(0]

- 1., An cpt
exi

on will not be exercise
cornditions s

a, The cption hz3 expired.

b. The opticn price 13 zZigher tzan the vase price of the
seccnd low tidder,

C. The centracicr 18 currently delinjuent in the ser-
formance o a covermment contracth.

d. Tre qua::i:y rejulred 1s greater tzan the remaining
optlion quaztity under the coniract.
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APPENDIX I
CECOM OPTION GUIDANCE
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FeLar TMINT - TnE ARMY CeCOM 715
MmN LCATTIONS E_EC’F NICS COMMAND PAGE 1062

DATE 21 NOV 83
ACQUISITION INSTRUCTIONS

Section I - General Provisions
Part 15 - Options

J-1503 Procedures.

--1503.90 Inclusion of Option Provisions in Solicitations.

(a) In addition to the Contracting Officer's justification for including an
stion provision in a solicitation (DAR 1-1503(a)), the following file documents
shall refer to the option:

(1) PWD or other written request from the requiring activity.
(2) Synopsis.
(3) Determination and Findings (Authority to Negotiate).
(when applicable)
(4) Sole Source Approval. (when applicable)
(b) The following format is appropriate for formally advertised contracts
nnly, and where the cption can be expressed in terms of a percentage. (JuStifica-

ion statements will vary based upon specific circumstances and method of procure-
ment - See DAR 1-1503(a) and (b)).

(1-1503.90)
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DEPARTMENT OF THE ARMY cecom 715
COMMUNICATIONS-ELECTRONICS COMMAND PAGE 10€¢
DATZ 21 NOV £2
ACQUISITION INSTRUCTIONS

Section I - General Provisions
Part 15 - Options

1-1503.90

MEMORANDUM FOR: FILE

SUBJECT: Contracting Officer's Justification for Increased Option
Provision Solicitation No.

1. The subject solicitation will contain an option provision limiting the
additional quantity of CLIN to % and the period within which the
option may be exercised will be from date of award until
days (prior)iafter) the initial production delivery.

2. In accordance with DAR 1-1503(a) the quantities and the period during
which the option may be exercised are justified based on the fdTlowing:

(i) The quantity does not exceed the requirement for five years;

(ii)_ Necessary lead time has been allowed in order to assure continuous
production and afford the Contractor adequate notice of the requirement;

{i1i) Consideration has been given to allow for time required for
additional funding and other approval actions; and

(iv) Delivery of the items added by the exercise of thefoption shall
continue immediately after and at the same peak rate as delivery of
the initial equipment.

Lontracting vrricer

(1-1503.90;
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I8 _DEPARTMENT OF THE ARMY CECOM 715
,ﬁﬂ COMMUNICATIONS-ELECTRONICS COMMAND PAGE 109C
o DATE 21 NOV 83
2,
ACQUISITICN INSTRUCTIONS
t‘.’
5“ Section I - General Provisions
‘“' . Part 15 - Options
9
?ﬂ: 1-1505 Exercise of Options.
ey, (a) When considering exercising an option, the Contracting Officer must
Ry Jetermine that a valid option exists. ai etermination must include an express
o ine that 1id opti ists. Said determinati t includ

and detailed statement showing that the time period for the exercise of the

ption (as defined in the option provision of the contract) has not expired. The
instructions set forth herein pertain to valid, existing options. It must also

be determined by the Contracting Cfficer, prior to the exercise of an option, that
- the conditions set forth in DAR 1-1505(c) and (d) have been met. Certain factors
oy hich must be considered when determining the feasibility of exercising an cption
W are set forth in detail at DAR 1-1505(e) and (f). The following factors should

¥
y also be considered.
ol
! (1) The administrative cost to resolicit.
Qf-: (2) Non-recurring/start-up costs.
: (3) Any other factors which affect the overall procurement costs. o L
K (b) The exercise of an option by the government requires the Contracting (ij
‘ Jfficer's written notification to the contractor within the time period specified
b in the contract for exercise of the option. Such notification must be transmitted )
5; ;0 as to reach the contractor prior to the expiration of the option period: The
A _ise of certified mail is advisable.
' (c) When it has been determined in accordance with DAR 1-15U5(d) that an
- nformal investigation/testing of the market may be advantageous, the following
e procedure should be followed:
-, :
o (1) The market may be tested informally by means of an RFQ. This informal
g IFQ may be either orai or written (Standard Form 18/Letter RFQ).
) (2) The number of informal RFQ's to be issued will be determined by tne
-~ Zontracting Officer, at his discretion, who may choose to solicit only the three
'~ low bidders on tne basic requirement. This should give the Contracting Officer
i~ some indication of current market conditions. ‘
’:j (3) In accordance with DAR 1-309 the following must be incluged in all
. -written or 0i al requests for quotation:
3
~i
D,
G
: (1-1505) 3
P
o~
"
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CEPARTMENT OF THE ARMY CECOM 715
COMMUNICATIONS-ELECTRONICS COMMAND PAGE 1091
DATE 21 NOV 82

ACQUISITION INSTRUCTIONS

Section ! - General Provisions
Part 15 - Options

1-1505%

“THE GOVERNMENT DOES NOT INTEND TO AWARD A CONTRACT ON THE BASIS OF THIS REQUEST
FOR QUOTATION, OR OTHERWISE PAY FOR THE INFORMATION SOLICITED."

(4) 1f it is apparent, after the informal testing of the market by means
of an RFQ, that a lower price than that offered by the option may be obtained, the
option should not be exercised; a formal solicitation should then be issued.
Conversely, all other factors considered (see paragranh (a) above), if the opticn
price is lower than the price(s) offered as a result ot the informal investigation,
the Contracting Officer may proceed with the exercise of the option.

(d) The above described procedure for informally testing the market need not
be synopsized; however, a synopsis of the requirement must be published when it is
the Contracting Officer's intent to issue a formal solicitation.

(e) When it has been determined to issue a formal solicitation, the solicita-
tion must be fully competitive. The original source list with appropriate changes
may be used along with those additional bidders appearing on the&abstract of bids.

1-1505.90 Exercise of Options to Increase Quantities Prior to Start of
Proguction.

»

(a) Prior approval of the Chief of the Procurement Branch is required when
options to increase quantities are to be exercised before the contractor has
passed First Articlie, if applicable, or startad actual fabrication/manufacture of
producticn units.

(b) Before exercising an increase option, the Contracting Officer will
ascertain from OCAS if the contractor has started actual faprication/manufacture
of production units, and if not, obtain from the contractor the target date for
the start of actual fabrication/manufacture of production units. The contract
file will be documented to reflect the results of this inquiry.

(c) Where compelling reasons require the exercise of the option, prior to
approval of First Article, if applicable, of the start of production by the
contractor, approval for such action shall be requested (see paragraph (a) above)
by DF signed by the Contracting Officer. Reguests shall contain pertinent
informat ion as to the need to exercise the option at the earlier date, and as
a minimum will include the following:

(1-1505.90;
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NEPARTMENT OF THE ARMY CECOM 715 - 4
OMMUNICATIONS-ELECTRONICS COMMAND PAGE 1092 e :
DATE 21 NOV 83 " .
ACQUISITION INSTRUCTIONS )
Section [ - General Provisions ﬁ
Part 15 - Options ]
)
1-1505.90 A
(1) Name and address of contractor 4,
(2) Contract number f
(3) Date of Award /
(4) Description of option item o
(B
(5) Quantity of option item in basic csontract !
4
(6) Proposed increase (percentage and/or Juantity) %
(7) Contractor's target date for start of First Article Testing/ ”
*sproval (if applicable) or actual fabrication/manufacture of production units, .
“
(8) Option period as set forth in contract o o R
(9) Reason or need to exercise the option prior to approval of First Ci, .
.rticle, if applicable, or start of actual fabrication/manufacture of production
units. , )
. \-
1
-1505.91 Review of Current Options. )
(a) wWhen a Procurement/Work Directive is received by contracting personne! 4
nd the exercise of an option is contemplated to fulfill the requirement, special
care must be taken where options are available on more than one contract. A N
suggested procedure to follow is discussing the legal and regulatory aspects of 2
ne procurement with an attorney-advisor prior to taking any action. (Also see N
-1505.92(pb)). Tne following additional guidance in this matter is provided below. -]
(1) A1) branches of each Procurement Division receive on a monthly basis )
L+ he 429 Computer Printout, Number PO6CC14034M, which lists all current options, N
7 Dy date, in analyst code and national stock number sequence, with the associated Y
. contract number. The procurement branches shall make the current Printout avail- o3
9 ble to individual Contracting Officers and Contract Specialists for review. o
[ »
(2) Contracting personnel should review the printout both upon receipt )
f the Procurement/Work Directive and dgain just prior to award to insure that ~
n existing contract does not, in fact, contain an option price lower than the ;
proposed award price. !
'
P ) ;

(1-1505.91) ﬁ”'
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DEPARTMENT OF THE ARMY CECOM 715
COMMUNICATIONS-ELECTRONICS COMMAND PAGE 1093
DATE 21 NOV &3

ACQUISITION INSTRUCTIONS

Section I - General Provisions
Part 15 - Options

1-1505.91

(b) Discussions with the present contractor(s) regarding a change in the
price of an item included in an option are inappropriate. Such discussions
would be tantamount to negotiations. Where there is more than one open option
available for the same item, contracting personnel should follow the procedure
for informally testing .the market as described in 1-1505(c) above.

1-1505.92 Required Reviews/Approvals.

(a) A review at a level above the Contracting Officer and a legal review
will be accomplished prior to the exercise of an option priced in excess of
$100,000. This review requirement does not preclude the review requirement set
forth in 1-403.52(b)(2)(i).

(b) An approval of the Division Chief must be obtained, and a legal review
performed, prior to the exercise of an option, under the following two circum-
stances:

— . - - -

(1) More than one firm has an option for the required item.

(2) An unsolicited reduction in the option price is received.

-

(1-1505.92
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NUMBXR SUBJECT OR TITLE

=3 H.99 ** Service Contract Act

S 5 (SCA) Minimum Wages

- and Fringe Benefits
(formerly DAR 7-2003.85)

REV 3, MAY 1984
WHEN USED

- DAR 12-1004, in S/C when (a) H.95,
"Service Contract Act of 1965, As
Amended," applies; (b) this coatract
succeeds an ongoing coatract for
substantially the same services; (¢)
incumbent contractor has or is negoziating
a3 CBA with some or all of its service
employees; & (d) all applicable Dept of
Labor wage determinations have been
requested but not received. (See DAC
76~49.)

-~ Complete SPI.

H.100 ** Ppatear Rights - Small
Business Firm or Domestic
Nonprofit Organization

(SBIR Program)

(formerly DAR 7-302.23(i)

- In all R&D S/C for procuremeats under
the SBIR Program. (See DAC 76-43.)

H.101 ** Option Requirement ~

Supplies
=2
=
. L

4
i
L
’ )
1
A R e TV TR T W o A S T

- Use in S/C for supplies when inclusion
of an optioa is appropriate, the option
will neither be exercised upon award nor
evaluated for award, and option prices may
be offersd without limitaticn. Use with
1.40 when option quantity is expressed as
perceantage of basic quantity or additional
quantity of specific line item, or with
I.4]1 when option is identified as a
separately priced line item, Also usa

M.5 in competitive solicicacions. <(aev 3)

- On SPI:

(1) In first blank in para a, state option
quantity, expressed as percentage of
basic quantity or additional quanticy
of specific line item, or identified
as separately priced line item.

(2) In secoad blank in para a, state
period during which option may be
exercised, expressed as "x days after
delivery of x production units (zor
to include firsc article)," or, when
it is not possible to establish an
optioa perind hased on delivery of a
specified aumber 3f units or other
actual avenr, "x days after award."
When option period is exprassed in
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REV 3, MAY 1984 )
NUMBER SUBJECT OR TITLE WHER USED , iy
H.101 (Cont) . $
terms of number of days after award, { ’
contracting officer is required, by '“
DARCOMPI 1-1500, to prepare a justi- v
; fication for the contract file. A
; (3) When option prices are to be solicited iy
. ) on a ranged quantities basis, specify !
. ranges in blanks under "Range" column )
: in para b. 2
s (4) 1n para d mark block preceding state- .
' ment which is appropriate for S/C. o
p 1f second statement is used, insert . &
4 data SLIN's in blank. . 2N
(5) 1In para e mark block preceding approp- ]
! riate statement and, if second b
statement is used, block preceding )
appropriate clause. (See "When Used" 3
guidance for these clauses to deter- :.:
mine which is appropriate.) ﬂ‘
(6) 1In para f wmark block preceding approp- ?:
riate statement and, if second b
statement is used, identify EPA clause )
applicable for option, in blank. ’
N
"OPTION REQUIREMENT - SUPPLIES J $§
a. In accordance with the 'Option for Increased Quantity' or-'Option for ‘é; ﬁﬁ
Increased Quantity - Separately Priced Line Item' clause in Section I, the iy b
Government may increase the quantity of supplies called for in Sectioom B by up } ’,
to but not exceeding at the unit prices specified } b,
, below. The contracting officer may exercise this option at any time and from ;5
; time to time, from date of award until , by N
. giving written notice to the contractor. A
e
b. The offeror may indicate below (or on a continuation thereof) unit ’
prices for the option quantities. For pricing purposes the option period has H:
been divided into two phases, Phase 1, from contract award until thirty days ;\
. after award, and Phase II, from thirty-one days after award until the end of P
+ the option period as specified in paragraph a. Separate columns are provided i,
below for the offerzr to insert prices for the two phases. For each phase b
varying prices may be offered depending on the quantities actually ordered and »
the dates when ordered. The offeror agrees not to include in the prices for ,
the option quantities any costs of a startup or nonrecurring nature, which ﬁ
costs have been fully provided for in the unit prices set forth in Section B xk
for the items specified in paragraph a, and- further agrees that the prices \
offered for option quantities will reflect only those costs, and a reasonadle !
profit thereon, which are necessary to furnish the additional supplies. :
e
o
» (3
H-SO .I[
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N
re
)
.‘C
’ i

N TP S N

e




P

- e

P

-

o e -

t

PR

‘\d'j

R R A R R R A AR R O RO POL U O T U RYY S Vol a0 Wb Vol Uah LB R *Sal Vah- O WU MR

REV 3, MAY 1984

NUMBER SUBJECT OR TITLE WHEX USED

g.101 (Coamt)

. OPTION UNLIT PRICE
RANGE (APPLICABLE ONLY FOR
ITEM NO. RANGED QUANTITY CONTRACTS) PHASE I  PHASE II

c. The coatractor shall not be required to furnish additional
preproduction samples for additional items furnished undar exercise of the
option,

d. / / Data SLIN's are aot requirad for the option.
[~/ Data SLIN's

are required for the option at no
additional cost to the Government,

e. / / The Government will not axercise the optiocn to fulfill Foreizn
Military Sales commitments.

/ / The Government may exercise the option zo fulfill Foreign
Military Sales commitments, See clause
1.44, 'Exercise of Option to Fulfill Foreign Military Sales
Coumitments,' and H.l08, 'Foreign Military Sales Option Requirement'

P

/ / 1.44.2, 'Exercise of Option to Fulfill Poreign Military Sales
Commitneats (Alc I).'

£. /| GEconomic Price Adjustment is not applicable for the option.

[ / Ecomomic Price Adjustment is applicable for the option, ia
accordance with clause of the solxcxcatxon/ccn:—act.

g. If the offeror does not desire to zrant an option as part of his offer,
he must put an 'x' mark in the block below.

/ |/ No option is granted to the Government by the oEferor.
Lf the offeror neither marks the block nor enters prices in the spaces for

option unit prices in paragraph b, above, the unit prices stated ia Section B
for the basic quantities shall apply for the option quantities.'

H.102 #** Opcion Requiremeat - - Use in S/C for supplies whea iaclusion
Supplies (Ale 1) of an optiocn is appropriate, the option
will aeither bYe exercised upon award asr
evaluated for award, and prices offerad

4-31
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NUMBER SUBJECT OR TITLE WHEN USZD

R.102 (Coar)
[ . for option quantities may not be higher
B - than those offered for basic quantities.
! IAW PAR 17.205(a), the limitatica om option
' prices must be justified in writing by the
5 contracting officer. Use with 1.40 when
X option quantity is expressed as percentage
3 of basic quantity or additional quancity of
y - specific line item, or with I.4] when
. optioa is identified as a separately priced
b line item, Also uyse M.5 ia competitive
K - solicications. (Rev 3)

= QOn SPIL:

(1) In first blank in para a stats option
quantity, expressed as percentage of
N basic quancity or additional quantity
of specific lime - item, or identified
as separately priced line item., IAW
FAR 17.203(3)(2), when option prices’
may not be offered in excess of basic
quantity prices, option quantity may
not exceed 50Z of the basic quantity
of the same item unless approved by
_ the Chief of the Contracting Office.
(2) 1In secoad blank in para a, state
period during which option may be
exercised, expressed as 'x days after
delivery of x production umits (not
to include first article)," or, when
it is not possible to es:ablxsh an
option period based oa delivery of a
» specified number of units or other
: actual event, "x days after award".
Whea option period is expressed in
- terzs of number of days after award,
D contracting officer is required, by
, DARCOMPI 1-1500, to propose a justi-
fication for the contract fila.
(3) vwhen option prices are to be solicited
) on a ranged quantities basis, specify
] ranges in blanks under '""Range" column
- in_para b.
(4) In para d mark block precedxng state-
) : " ment which is appropriate for S/C.
If second statement is used, insert
data SLIN's ia blank.
(5) In para e mark block preceding approp-
riate statemeat and, if second
. _ statement is used, block preceding
. appropriate clause. (See "When Used"
\ guidance for these clauses to deter-
: aine which is approoriate.)

-

-

4-82
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NUMBER SUBJECT OR TITLE WHEN USZD
- g e H.102 (Cont) "
) v (6) 1In-para f mark block preceding approp—
3 ' - riate statement, and, if second
. statement is used, identify EPA clause
B applicable for optiom, in blank.
' "OPTION REQUIREMENT - SUPPLIES (ALT I)
;i ' a. In accordance with the 'Option for Increaesd Quantity' or 'Option for

- Increased Quantity - Separately Priced Line Item' clause in Sectiom I, che
Government may increase the quantity of supplies called for in Section B by up

to but not exceediag , at the unir prices
specified below. The contracting officer may exercise this option at any time
kR and from time to time, from date of award uncil , by

-, giving written notice to the contractor.

b. The offeror may indicate below (or on a continuation thereof) unit
prices for the option quantities. The unit price offered for the option
quantity of an item shall not exceed the unit price offered for the basic
quantity of the item. The Gevernment will accept an offer containing an option
price higher than the basic quantity price only if the acceptance does not '
prejudice any other offeror. FPor pricing purposes the option period has been
divided into two phases, Phase I, from contract award until thirty days after

g) award, and Phase II, from thirty-one days after award until the end of the

: option period as specified in paragraph a. Separate columns are provided below
= for the offeror to insert prices for the two phases. The offeror agrees anot to
S include in the prices for the optioa quantities aany costs of a startup or

S aonrecurriang nature, which costs have been fully provided for in the unit

- prices set” forth in Section 3 for the items specified in paragraph a, and
further agrees that the prices offered for option quantities will reflect only
those costs, and a reasonable profit thereon, which. are necessary to furnish
the additional supplies.

i e -

OPTION UNIT PRICE
RANGE (APPLICABLE ONLY TOR

ITEM NO. RANGED QUANTITY CONTRACTS) PHASE I  PHASE I

CRIR
- e

{ c¢. The coatractor shall not be raquired to furnish additional

preproduction samples for additional items furnished under exercise of the
optioa. -

:; d. /__/ Data SLIN's are not required for the option.

. / __/ Data SLIN's are required for the option
¥ —
- at ao additional cost to the Government,
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REV 3, MAY 1984

KX - NUMBER SUBJECT OR TIYLR WHEX USED . ]
i’g

ﬁ: H.102 (Cont)

i

o.l‘ . -

- e. / / The Goverument will not exercise the optioa to fulfill Foreign

xf Military Sales commitments.

R S,

B / / The Government may exercise the option to fulfill Foreign !
ﬁ;. Military Sales commitments. See clause

‘ /[ / 1.44, 'Exercise of Optioa to Fulfill Poreign Military Sales

Ol Coumitments,' and H.l08, 'Foveign Military Sales Option Requicrement'. i
X . A
o [~/ 1.44.2, 'Exercise of Option to Fulfill Foreign Military 3Sales i
b, ' Commitsments (Alt I)'.
it

' £. / / Economic Price Adjustment is not applicable for zhe option.
. conomic Price Adjustment is applicable for the option, in J
3 /__/ E P Ad licable for th ‘
m accordance with clause of the solicitatioa/contract.. )
A . .
Wy g. If the offeror does not desire to grant am option as nart of his offer,
0 he must put an 'x' mark in the block below.
" / / No _option is granted to the Goveranment by the offeror. A
? If the offeror neither marks the block nor enters prices in the spaces for !
dt option unit prices in paragraph b, above, the unit prices stated in Section B
W for the basic quantities shall apply for the option quantities."
BN
W

A
! j H.103 #** (Option Requirements - ~ Use in S/C for supplies when inclusion

Y - Supplies (Al II) of an option is appropriate, option prices 3
ﬁ may be offered without limitation, and

. option either may be exercised upon award

o or will be evaluated for award. OQption

4 may be evaluated for award only if coatract :
?" ) will be FFP, FP w/EPA, F?l, or other type »
4 approved under departmental procadures, and g
’ ;
K\

determination required by FAR 17.206 is made
by the Chief of the Contracting Office. Use
. with 1.40 when option quantity is expressed

as percentage of basic quantity or additional

w quantity of specific line item, or with h
<¥ , 1.41 when option is identified as a
i - separately priced line item. Also use ¥.§6,
M.7, or M.8 in competitive solizitations;

! M.6 when option may be 2xercised upon
e award; M.7 when option will be evaluyated
s for award and contract will be FFP, FP 3
\f w/EPA, or other type, except FPI, approvad

: under departmental procedures; 4.8 when ),
P, option will be evaluated for award and N !

: contract will be FPI. <{(Rev 3) ‘
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WOMBER  SUBJECT OR TITLE  VHEN USED

H.103 (Coat)

- Un SPI:

(1) 1In first blank in para a, state option
quantity, expressed as percentage of
basic quantity or additional quantity
of specific line item, or ideatified
as separately priced line item.

In second blank in para a, state
period during which option may be
exercised, expressed as "x days after
delivery of x production units (aot

to include first article),” or when

it is not possible to establish an
option period based on delivery of a
specified nimber of units or other
actual event, "x days after award."
When option period is expressed in
terms of number of days after award,
contracting officer is required, by
DARCOMPI 1-150Q, to prepare a justi-
fication for the contract file.

Whea option prices are to be solicited
oan a ranged quantities basis, specify
ranges in blanks under "Range" column
in para b,

In para d mark block preceding
statement which is appropriate for
S/C. 1f second statement is used,
insert data SLIN's in blank.

In para c mark block preceding approp-
riate statement and, if second
statement is used, block preceding
appropriate clause., (See "When Used"
guidance for these clauses to deter-
mine which is appropriate.)

In para f mark block preceding approp—
riate statement, and, if second
statement is used, identify EPA clause
appli a° e for option, in blank.

"OPTION REQUIREMENT ~ SUPPLIES (ALT II)

a2, In accordance with the 'Option for Iacreased Quantity' or .Optioa for
Increased Quantity - Separately Priced Line -Item' clause in Sectioa I, the
Government may increase the quantity of supplies called for in Section B by up
to but not exceeding , at the unit orices
specified below. The contracting officer may exercise this option at any time
and from time to time, from date of award until s
by giving written notice to the contractor.
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NUMBER SUBJECT OR TITLR

H.103 (Cont) .

B, The offeror may indicate below (or om a coutinuation thereof) unit
prices for the option quantities. For pricing purposes the option period has
been divided into two phases, Phase I, from contract award until thirty days
after award, and Phase II, from thirty-one days after award until the end of
the option period as specified in paragraph a. Separate columas are provided
below for the offaror to insert prices for the two phases. For each phase
varying prices may be offered depending on the quantities actually ordered and
the dates when ordered., The offeror agrees aot to include in the prices for
the option quanctitis2s any costs of a start up or noarecurring nature which
costs have beea fully provided for in the unit prices set forth ia Section B
for the itams specified in paragraph a, and further agrees that the prices
offared for option quantities will reflect only those costs, and a reasonable
profit thereon, which are necessary to furnish the additional supplies.

OPTION UNIT PRICE
RANGE (APPLICABLE ONLY FOR

ITEM NO. RANGED QUANTITY CONTRACTS) PHASE I. PHASE Il

L4

" «.

.

c. The contractor shall not be required to furnish additional
preproduction samples for additional items furnished under exercise of the
option. :

| l

d. / / Data SLIN's are not required for the option.

/ / Data SLIN's

__ are required for the
optioan at no additional cost to the Governament.

e. / / The fGovernment will not exercise the option to fulfill Foreign
Military Sales commitments.

/ / The Government may exercise the option to fulfill Foreign
Military Sales commitments., See clause

// 1.44, 'Exercise of Option to Fulfill Foreign Military Sales
Commitments,' and H,108, 'Foreign Military Sales Option Requirement’.

/__/ 1.44.2, 'Exercise of Optioa to Fulfill Foreign Milirary Sales
Coumitmeats (Alt T).' .

£. /

/ Economic Price Adjustment is aot applicable for the option.

/ / Economic Price Adjustment is applicable for the option, in
accordance with clause of the golicitatioa/contract.

H-36
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REV 3, MAY 1984

NUMBER SUBJECT OR TITLX WHEN USXD

2.103 (Cont) .

g. Lf the offeror does not entar prices in the spaces for option unit
prices in paragraph b, above, the unit prices stated in Section 3 for the basic
quantities shall apply for the optioa quantities.”

H.104 ** Option Requirement - - Use in S/C for services when inclusion
Services of an option is appropriats, the option
will neither Ye axercised upon award aor
evaluated for award, aand option prices
may be offered without limitaticn. Use
with [.42 and, in czompetitive solicita=-
tioans, M.5. (Rev 3)

- On SPIL:

(1) 1In Eirst blaank in para a, state optioa
quantity, expressed is percentage of
basic quantity or adiitional quantity
of specific line item, or ideatified
as separately priced line item,

(2) In second blank in para a2, state
period during which option may be
exercised,

(3) In para c mark block preceding
appropriate statement and, if second
statement is used, block preceding
appropriate clause. (See '"When Used"
guidance for these clauses to deter—
mine which is appropriate.)

(4) 1Ia para d mark block preceding
appropriate statement, and, if second
statement is used, identify EZPA clause
applicable for option, in blank.

"OPTION REQUIREMENT -~ SERVICES

a. 1In accordance with the 'Option to Extend Services' clause in Section I,
the Government may require the coatractor to continue to perform any and all of
the items of services stated in Section 3, within the following limits:

The contracting officer may exercise this optioan at any time and from time to
time, within , by giving written notice to the
contractor, ’

b. The offeror may indicate below (or on a continuaticn thereof) rates Ffor
option services. TVarying ratés may be offared depending on the option
quantities actually ordered and the dates when ordered.

4-37
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NUMBER SUBJECT OR TITLE AHEN USED
R.104 (Cont)
- SERVICE OPTION RATE

|

c. [/ / The Govermment will not axercise the optien to fulfill Foreizn
Milicary Sales commitments.

/ / The Government may exercise the option to fulfill fareign
Military Sales commitments, See slause

/ / 1.44, 'Exercise of Option to Fulfill Foreiga Military Sales
Commitments,' and H.!08, 'Foreign Military Sales Option Requirement'.

/ /] 1.44.2, 'Exercise of Option to Fulfill Poreign Military Sales
Commitments (Alt I).' :

d. / / Economic Price Adjustment is not applicable for the option.

/| Beonomic Price Adjustment is applicable for the option, in
accordance with clause of the solicitation/contracet,

e. If the offeror does not desire to grant an option as part of his offer,
he must put an 'x' mark in the block below.
/ / No option is granted to the Government by the offeror.

If the offeror neither marks the block nor enters rates  in the spaces for
option rates in paragraph b, above, the rates stated in Section B for the basic
juantities of services shall apply for the cption."

H.105 #** (Option Requirement - - Use in S/C for services when iaclusion
Services (Alt I) of an option is appropriate, the optiocn
will neither be exercised upon award nor
evaluated for award, and prices offared
for option quantities may not be higher
than those offered for basic quantities,

IAW FAR 17.205(a), the limitation om option
priceas must Ye justified ia writing by the

contracting officer. Use with I[.42 and,
competitive solicitations, 4.5. (Rev 3)

~ On SPI:

(1) In first bSlank in para a, state option
[% ?

quantity expressad as perceantage of

basic quantity or additional guantcity
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RXV 3, MAY 1984

NUMBER SUBJECT OR TITLE WHEN USED
: H.105 (Cont) y
of specific line item, or identified

. as separately priced line item, IAW
FPAR 17.203(g)(2), when option prices
may aot be offered in cxcess of basic
quantity prices, option quantity may
not exceed 502 of the basic quantity
of the same service unless approved
by the Chief of the Contracting Office,

- (2) 1In secoud blank in para a, state
period duriag which option may be
exercised.

(3) Io para ¢ mark block preceding approp~
riate statement and, if secoand
statement is usaed, block preceding
appropriate clause. (See "When Usad”
guidan e for these clauses to determine
which is apprrpriate.)

(4) 1In para d mark block preceding approp-
riate statement, and, if second
statement is used, identify EZPA clause
applicable for option ia blank.

"OPTION REQUIREMENT - SERVICES (ALT I)

a. In accordance with the 'Option to Extend Services' clause in Section I,
. the Government may require the contractor to continue to perform any and all of
the items of services stated in Section B, within the following limits:
, - r - . - r - — . =
: The contracting offlcer may exercise this optiocn at any time and from time to \
time, within , by giving written notice to the et
contractor, . N}
at’:
'.L
b. Tk~ -fferor may indicate below (or on a continuation thereof) rates for J
.7 option services., The rate offered for the option quantity of a service shall
not exceed the rate offered for the basic quantity of the service. The qa
Government will accept an offer containing am optiocn rate hxgher than the basic QQ
quant ity rate only if the acceptance does not prejudice any otuer offeror. 4‘
3
SERVICE OPTION RATE Y
»
— §E'
. * (g
Py . 4
g
c. / / The Government will not exercise the option to fulfill Foreign N
Military Sales commitments. q
. h{
/__/ The Government may exercise the option to fulfill Foreigzn \?
Military Salaes commitments. See clause W
: A))

: ')
{ ol n
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8 NUMBER ~ SUBJECT OR TITLE WHEN USED
N . H.105 (Cont) o X
gl | >
- [/ 1.484, 'Exercise of Option to Fulfill Poreign Military Sales
jf: Commitments,' aand H.l108, 'Foreign Military Sales Option Requirement’.
Ry
4,5 . . : . . ey s
b / / 1.44.2, 'Exercise of Option to Fulfill Foreign Military Sales
A Commitments (alt I).'
M -
d. / / Economic Price Adjustment is not applicable for the option.
f‘C ~
Q —
gg / / Economic Price Adjustment is applicable for the aption, in
:Q accordance with clause of the solicitation/contract.
¢, D E—
ei-‘: . . .
-k: e. 1f the offaror does aot desire to grant aa optioa as part of his offer,
) he must put an 'x' mark in the bdlock delow.
e
§$» / / Yo opcioun is granted to the Goverament by the offeror.
D
‘i! ’ ’
Q, ) If the offeror neither marks the block nor entars rates in the spaces for
{?- option races in paragraph %, above, the rates szacted iu Section B for the basic
- quanctities of services shall apply for the option.”
a
W
?ﬁ -
;:“— H.106 ** Option Requirement - ~ Use in S/C for services whea ianclusion
- Services (Alc II) of an option is appropriate, option prices )
o . may be offered without limitation, and Y
- - option either may be exercised upoun award
?f or will be evaluated for award. Option
Wy . may be evaluated for award only if contract
;;a: will be FFPP, FP w/EPA, FPI, or other type
;f b approved uader departmental procedures, aad
BN determinatioa required by FAR 17.206 is made
: by the Chief of the Contractiag Office. Use
N with 1.42 and, in competitive solicitatioas,
R M.6, M.7, or M.8; M.6 when optidn may be
v? : exercised upoa award; 4.7 when option will
:,f ' be evaluated for award and contract will
g‘; be FFP, FP w/EPA, or other type, except FPI,
A . approved under departmeantal procedures;
™ . © M.8 whea option will be evaluated for
kz' B award and contract will be FPI. (Rev 3)
] -
o .
Q R = On SPI:
{
(X, - .
!Qt (1) 1In first blank im para a, state option
) . ) quantity, expressed as percentage of
0?: basic quantity or additional quantirty
’$:, of specific line item, or identified
D ‘ as separately priced iine item, ¥
' &
':" , '_’.“\\
ol H-90 e
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NUMBXR SUBJRCT OR TITLE . WHEN USZD - - . &h
A,
A R.106 (Coat) ' i
-;:} (2)° 1o second blank in para a, state ?ﬁ
. . period during which option may be .*
. exercised. ,
N (3) In parac mark block preceding apprap- ﬂﬁ
2 riate statement and, if second ?\
. - . A
a statement is used, block preceding o
L appropriate clause. (See "When Used” :*
N guidance for these clauses to deter- 54
P mine which is appropriate.) ~
(4) 1In para d mark block preceding approp- =3
riate statement, and, if second o
statement is used, ideatify 2PA clause »
applicable for option, in blank, e
A
“OPTION REQUIREMENT - SERVICES (ALT II) )
W
a2, In accordance with the 'Option to Exterd Services' clause in Section I, 'g
. the Government may require the contractor to coantinue to perform any and all of Jﬁ
- the icems of services stated in Sectioa B, within the following limits: .:::
. (N
r : - - - - - !
The coatracting officer may axercise this option at any time and from time to -
time, within by giving writtea notice to the coatractor. Y
. 9/
§
- b. The offeror may indicate below (or on a continuation thereof) rates for ﬁg
s option services. Varying rates may be offered depending oa the option a}
33 quantities actually ordered and the dates when ordered. q:
X
=7
=- - - SERVICE OPTION RATE -
e ———————————— :2.
"
o,
't
——— .‘g
— &
e. /__/ The Government will not exercise the option to fulfxll Foreign ¥y
Military Sales commitments. : '
— . . . . "
/___/ The Government may exercise the option to fulfill Foreign »
Military Sales commitments. See clause N
L / 1.44, 'Exercise of Optioa to Fulfill Foreign Military Sales )
L Commitments,' and H.108, 'Foreign Military Sales Option Requirement’. Q{
. \
P B (N
/ / 1.44, 2 'Exercise of Option to Fulfill Foreign Military Sales \ﬁ
Commitments (Alt I). , 3
d. / / Economic Price Adjustment is not applicable for the option. Y,
o
/__/ Economic Price Adjustment is appiicable for the option, ia _$
accordance with clause of the solicitation/contract, Y,
. )
W
) »
- v
a-91 ..:r
G
g
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NUMEER SUBJECT OR TITLE

USZD

H.106 (Cont)

e. If the offeror does not eater rates in the spaces for optioa rates in
puragraph b, above, the rates scated Ln Section B for the basic quantities of
' services shall apply for the option."

el

H.107 ** Period for Exercise of - Use ia $/C which include 1.43, "Option
Option to Extend the to Extend the Tarm of the Contract -
Tera of the Contract Services". Oumn SPI, in blanks, specify

period during which Government z=ay 2xercise
option to extend term of contract. (Rev 3)

"DERIOD FOR EIXEIRCISE OF OPTION TO EXTEND THE TERM OF THE CONTRACT - SERVICES

Ian accordance with paragraph (a) of the 'Opcion to Extend the Term of che
Contract - Services' clause in Section I, the Governmeat may extead the term of

this contract by notifying the contractor in writing, within '

H.108 ** Foreigan Military Sales - Use in $3/C which contain an cption,
Option Requirement when it is %nown or anticipated that

. option may be exercised to fulfill FMS

commitments, and Covernment and pros-

pective contractor can negotiate price

for FMS requirements prior to award of §Q¥
— e = coatract. Use with 8,101, A.102, H.103, 57

’.104, P.105, or H.106 and with T.44. 1?
Oa SPI identify country or countries for \
FMS requirements in blank. (Rev 3) ’J
e
s
"POREIGN MILITARY SALES OPTION REQUIREMENT A )
a. The Government may exercise the option under the option provision of N
this contract to fulfill Foreign Military Sales (FMS) commitments undertaken by i
the Government oa behalf of the following country or countries: X
.. O
b. The offeror may indicate below (or on a coatinuation thereof) option .
unit prices which will be applicable to quantities ordered to satisfy FMS ~x
rcquireucnts. If the offeror does not furnish pricec below, the optioa unit s
prices specxfxed in the option requiremeant provxsxon in Section R shall apply ]
for FMS requirements. . : o
ITEM/SERVICE OPTION UNIT PRICE (FMS) .
.v.;.
X)
ﬂa
'
—— ) R
;l 1$:\ h "
. i @
; T
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d
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B NOMBER SUBJECT OR TITLE WHEN USED EEERSU {a T
N 53\ H.109 ** EPA Computatioan Date - Use in S/C which contain an optionm,
* . . 2 . a - a . . p I3
X 41;7 for Option Exerzised whea first article approval is required
: - Prior to Pirsc Article and BPA is applicable for both dbasic and
: Approval option quantities. (Rev 3)
N ' .
: "SPA COMPUTATION DATT FOR OPTION EXSRCISED PRIOR TO FIRST ARTICLE APPROVAL
A;' H _
ﬁ:} I1f the option is exercised prior o the original first article approval
K date, the date for computation of EPA adjustment for optioa quantity shall be
the original first article approval date."
g
. \
< !
?§, H.110 #** QOption to Extend the - Use in requirements S/C when inclusion
B Term of the Céatract - of an option to extend the term of the
: Requirement3 Contract contract is appropriate and EPA will be
B with Zconomic Price applicable for the option., Ou SPI, insert
¥ Ad justnent aunber of month in blank in para ¢. (This
: shoyld be same as anumber in blank in para
R  of provision H.6.) (Rev 1)
B
] "OPTION TO EXTLND THE TERM OF THE CONTRACT -~ REQUIREMENTS CONTRACT WITH ECONOMIC
d PRICE ADJUSTMENT
W
ff - a. This contract is renevable for am additional year at the optioa of the
fﬁ-_ . Government, by written notice of renewal by the coatracting officer to the
S contractor within twelve months after the date of award, provided that if such
o 7 notice is given withian the eleventh or twelfth moath after award, the
-- contrdcting officer shall have given the contractor preliminary notice of the
M Goverament's iatention to renew within tem months after award. (Such
o preliminary notice shall not commit the Goveranment to renewal.) The total
N duration of this contract, including exercise of the option under this clause, b
?:. . shall not exceed two years. The extension of the term applies to the period
Pl - during which the Goverument may issue delivery orders.
y , b. Upon exercise of this option the Government may issue delivery orders
5" for additional supplies called for in Section 3 at the unit prices for the
ﬁf: original contract term; however, prices for such additional supplies will be
ﬁ" subject to the Economic Price Adjustment and Delivery - Qrder Limitations
)qu provisions of the coatract. N
; e¢. DNelivery of items ordered by delivery orders issued during the exteanded
7« . term of the contract shall be at the same peak rate as delivery of like items
&s . called for under the basic contract, except that production deliveries may not
- be scheduled to extend beyond the last day of the calendar month
[ . after the expiration date of the extended term of this contract. The
LY contractor shall not bde required to furnish additiomal preproduction samples '
P for additional items furnished under exercise of this option.” ,
a ' \
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-. continue any and all items of services under this contract within the following

NUMBZER SUBJECT OR TITLE WHEN USXD
’ H.111 #** Coatinuation of -~ Use in S/C for services when petfarmaucei:%3§

Services must be maintained without disruption (i.e. i
- continuing services which are necessary for
normal operations and for which funds are
consistently appropriated). The total
extension shall not exceed ainety days,
Within this limitatioa the aumber of
extensions and the length of each exteansion
are to be determined by the coatracting
officer based upon the nature of the
services and the difficulty anticipated in
awarding a successor coatract. Iasert
required information ia blanks oa SPI
accordingly. 1In competitive solicitations
use evaluation of options provision 4.5
with this clause. (Rev 3)

"CONTINUATION OF SERVICES

The contractor recognizes that the services provided by this contract are vital
to the Government's overall efforts and that continuatioca thereof must be
maintained at a consisteantly high level, without interuption, uatil a successor
contract is awarded, Therefore, the Gover-ment may require the contractor to

limits over and above those stated in Sectiou B:

a, The term of the contract may be extended a Eoéal of times for
day periods 2ach, with the total extensioa not to exceed days.
b. The contracting officer may require, subject to the PAR 52.322-18,

'Availability of Funds,' provisioa in Section I, the coutractor's continued
performance for each day period by giving written notice to the

contractor at least days prior to (1) the expiration date of the basic
contract, or (2) the expiration date of each day extension period.

c. The offeror shall indicate in the space provided below the total price
for aach additiomnal day period for which continuation of services may be
required.

ITEM NO. CONTINUATION PERIOD

TOTAL PRICE

lst day period
2ud day period
3rd day period . "
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; . ' w
! FMEEY SURJECT OR TITLX WERN USED . . - i my ie ‘.,!
o R - o
1 1.35 ** Contract Definitization - FAR 16.603-4(b)(3), in S/C when a letter b1y
TR (52.216-25) . coatract is coatemplated. (See FAR 15.804-3 et
s ) - for criteria to delete cost or pricing data). 24
i . °
: = Coumplete SPI. g
3 8
: e
.' o
[ 1.36 ** (onetract Definitization - = FAR 16.603-4(d)(3), in letter contracts ::I::
Alternate [ awarded on the basis of price competitioa, N4
- (52.216-25, ALT I) - Complete SPI. .
«:vo
0]
C'Q
‘.".
T.37 * Limitation of Price and - FAR 17.105(a)(1), in S/C when multiyear :\:.v:
& Contractar Obligations contract is contemplated. (Also see FAR 17.1 "i
(52.217-01) & 17.102-3(2)). ®
RS
Wy
. i
I.38 * Cancellation of ltems - PAR 17.105(a)(2), ia S/C when multiyear :h:f‘
(52.217-02) coantract is coatemplated. (Also see FAR 17.1 o
& 17.102-3(4)). -
.
Al
- : n‘.
1.39 * Cancellation of Items - - PFAR 17.105(a2)(2), if & multiyear modified .
POERS Alternate I requirements contract is awarded for more g:
< = (52.217-02, ALT 1) than 1 program year. Y
» .-- - — .
: =
P T T T T T T TR 7
o
Optiocus - Introduction a. 1.40 through I.43 are PAR optioan '&‘:’
clauses which may be included in $/C when iyt
in the Goverament's best iaterest, subject ®
to the limitatioas in FAR 17.202(b) and i
(¢). When one of these clauses is to be \
uysed, the coatracting officer must, in ‘:::
accordance with FAR 17.205(a), justify ia i
writing the quantities or term uader option, N
the period duriag which the option may be ; '
exercised, and any limitation on optioa vl
price, .:'.:
Y.
. .o . . y . ty
o b, An appropriate Section H option clause 'h":
. shall be used with 1.40, 1.41, 1.42, and ‘.G:{
I.43, in S/C, to provide the information W
which the Section I clause states is .
specified in the Schedule. An appropriate oy
Section M evaluation of options provision :
; shall 1lso be used in competitive solici~ e
: : tations to state whether optioan prices will ,N
X
- A .
; ®
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W
g
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U
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REV 3, MAY 1984

NUMBER SUBJECT OR TITLE .-~ WHEEM USED - - _ .

Opticaa ~ Introduction
(Cout) be considered in evaluation for award and,

- - if they will, the basis upoan which they
1 will be evaluated. '
::5 c. T.44 and 1.44.2 are for supplemental :
N use with 1.40, .41, 1.42, and 1.43 when '
5 ) the option may be exercised to fulfill FMS '
commitments; [.44 when price for ™S
. requirements can be established prior to .
ré' contract award, [.44.2 when it cannot. .
% ¢
2§ d. It is P§P Directorate policy that: ;
¥,
i (1) ©Prior to issue of a solicitation that s
contains an option, the contracting officer
n shall ascertain from the requiring activity,
i and document in the file, whether or not '
: exercise of the option can reasonably be N
it expected. : ;
%j t
. (2) IAW FAR 17.203(f), solicitations shall
T ' require that option quaatities be offered
o . at prices no higher than those for the
R initial quantities, oaly in unusual cases.
g 5 oetes oot arit” & |
R (?) Option prices shall normally be con- 3%#d
3 . o sidered in the evaluation for award for 5
N competitive procurements, subject to the r;
k) L. requiremeats of PAR 17.206. See the "When ;
N ' Used" guidance for provision M.7, "Evalua-
W : tion of Options".
‘- (4) An option may be included ian a coa- '
: tract only if the contracting officer has
i - determined, on the basis of the existence \
o8 of adequate price competition, price s
he . analysis, and/or cost analysis, as approp— K
o3 riate, that option prices are fair and .
- reasonable. When price or cost analysis h'-
is performed for a procurement, it shall
3 include any option prices. (Rev 3) 3
Ky - B e 3 2 L o g 3 e o o o o o o o e U e S SR
g — . :
% 1.40 * Option for Increased - PFAR 17.208(d): Use ian S/C, other than X
b' Quantity those for services, when inclusion of an >
I (52.217-06) option is appropriate and option quantity .
. is expressed as perceatage of basic contract
Wil quantity or as additional quantity of .
:; : specific line item. With this clause use
‘ _ #.101, #.102, or H.l03 in $/C, and M.5, 0
] M.6, M.7 or M.8 in competitive solicitatioas. [ Y
\ (Rev 3) IR N X
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RXV 3, MAY 1984

______im o I

- FAR 17.208(e):  Use in S/C, other than
those for services, when inclusion of an
option is appropriate and optioa is ideati~
fied as separately priced line item having
same nomenclature as correspoanding basic
contract.line item, With this clause use
H4.101, H.102, or H.103 ia S/C, and 4.5, M.6,
M.7 or M.8 in competitive solicitations.
(Rev 3)

- FAR 17.208(f): Use in S/C for services

when inclusion of an option is appropriate,
except when the coaditions for use of I[.43

exist, With this clause use H.104, H,105,

or H.106 in S/C, and M.5, M.6, 4.7, or M.8

in competitive solicitations. (Rev 3)

- FAR 17.208(g): Use in S/C for services
when inclusica of an option is appropriace
and it is necessary to include in the
contract a requirement that the Government
shall give the coatractor preliminary
written notice of its intent to extend the
coutract, a stipulation that extension of
the coatract includes extension of the
option, and/or a specified limitatica om
total duration of the contract. With this
clause uyse H.107 in S/C. On SPI specify
limit for duration of contract, in blank.
(Rev 3)

- DOD FARS 17.208(70)(l): Use in S/C which
coutain an option when it is known or
anticipated that option may be exercised

to fulfill FMS coumitments, and the
Government and prospective contractor are
able to negotiate price for FMS requirements
prior teo award of coatract. . Use with H.101,
H.102, #.103, H.104, H.105, or H.106, and
with H.108. (Rev 3)

NUMBER SUBJECT OR TITLE
1.41 * Option for Increased
Quantity - Separately
- Priced Line Item
(52.217-07)
. .
Y
R
ot N 1.2 * Optioa to Extend
EX) Services
0 (52.217-08)
g
K%
Loy
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g I.43 ** QOptioca to Extend the
W Term of the Contract -
/ﬁ%. Services
ehh - (52.217-09)
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i . REV 3, MAY 1984
3 NUMEER SUBJECT OR TITLE ~° WEEN USED . :
‘e —n P9l 4
- I.44,1 ** Bell System Practices = APARS 17.9404-2, in all contracts for ,fﬁgﬁg X
Kl (BSP) and Information purchase of BSP. T3 1
h - Pertaining to Standard

N Commercial Items {
R : (AFARS 52.217-9000) "
: ?
‘K L ]
B . 1.44.2 * Exercise of Option to - DOD FARS 17.208(70)(2): Use ia S/C which (
R, Fulfill Foreign Military coantain an option when it is known or

; Sales Commitments (Alt I) anticipated that option may be exercised A
b . (252.217-7001) to fulfill ™S commitments, Sut country or {
;L countries cannot bde identified prior to
* award of contract, and the Goverument aad
& prospective comtractor caanot negotiate
B price for FMS requirements until country 5

or couatries are identifiad. 7Tse with H.101,

. H.102, H.103, H.104, H.105, or #.106. 5
R {Rev 3) :
O . ]
N . {
L)
K- 3
El i
X I.45 * _Notice of Total Small - FAR 19.508(c), in S/C ianvolving total {
- Business Set-Aside small business set-asides.

(52.219-06)

t

\]
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ig : \

0, I.46 * Notice of Partial Small - FAR 19.508(d), in S/C iavolving )
! Business Set-Aside partial small business set-asides. *
R (52.219-07) - DOD FARS 19.508, insert 1.52, O
"H "Determining the Set-Aside Award Price."
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REV 3, MAY 1984
SOLICITATION PREPARATION MARUAL - FAR

PART IV -~ SECTIOR M - EVALUATIOR FACTORS FOR AWARD

i;;ﬁ; (To be used for competitive solicitations omly.)
NUMBER SUBJECT OR TITLRE WHEN USED
M.l ** Qualified Products - ~ FAR 9.206-2(a2), in solicitations when
End Items acquiring qualified products as end items.
(52.209-01) ~ 1Identify QPL and specificatiom prepar-
- ing activity on SPI.
M.2 * Evaluation of Bids for - FAR 14.201-6(q), in IFB's when multiple
Multiple Awards: ’ awards might be made if doing so is
(52.214-22) economically advantageous to the Govt,
M.3 % Multiple Technical - FAR 14.201-6(s), in solicitations for
Proposals technical proposals in step one of two-step
(52.214~24) formal ad, and RO permits submission of
multiple proposals,
M.4 * Discounts - DOD FARS 14.407-3, solicitations where _
% (252.214~7000) bidders may offer prompt payment discounts.
| M.5 ¢ Evaluation Exclusive - FAR 17.208(a): Use in competitive |
L of Options solicitations which include an option
\ (52.217~03) vhen option will neither be exercised

upon award nor evaluated for award Use
with 1.40, I.41, or 1.42 and H.101, H.102,
H.104, or H.105. (Rev 3)

M.6 %% Evaluation of Options - FAR 17.203(e) and 17.208b): Use in

' Exercised at Time of competitive solicitations which include
Contract Awvard an option when option may be exercised

(52.217-04) upon award of contract. Use with I.40,

I.41, or 1.42 and H.103 or ¥.106. On SPI
. in blank state evaluation price for
L option, expressed as "highest optioa price
offered," price for a specified number of
units ordered by a specified date, or price
for other specified requirements. (Rev 3)
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SUBJECT OR TITLE

FHEN USED

REV 3, MAY 1984

USED

.. _
R g g
B

-

)

Evaluation of Options
(FAR 52.217-05)

~ FAR'17.208(c)(l): Use in competitive
solicitations which include an option when
option will not be exercised upon award

but will be evaluated for award, and
contract will be FFP, FP w/EPA, or other
type, except FPI, approved IAW AFARS
17.206(90)., FAR 17.206 stipulates that
option may be evaluated for award only if
contract will be FFP, FP w/EPA, FPI, or
other type approved under departmental
procedures, and the Chief of the Contracting
Office determines, before issue of solici~
tation that:

(1) There is a known requirement which
exceeds the basic quantity to be
awarded but
(a) the basic quantity is a learaning
or testing requirement or

(b) due to unavailability of funds,
the agency cannot exercise the
option at time of award; provided,
that ian this latrter case there is
reasonable certainty that funds
will be available thereafter to
permit exercise of the option;
and - -

(2) Competition for the option quaatity is
impracticable once the initial coa-
tract is awarded.

= "A known requirement which exceeds the

basic quantity to be awarded” should be

interpreted as unrestrictively as possible.

This condizion shall be deemed to exist

when DMM requests inclusion of an optionm,

or the contracting officer determines that
use of an option is appropriate, for items
procured on a recurring basis for stock
replenishment. 1In these cases the optioa
shall be evaluated for award, provided that
the other criteria in FAR 17.206 are met,

The contracting officer shall document the

file when an option is to be. evaluated on

this basis.

- Use this provision with I.40, I.41, or
1.42 and H.103 or H.106. (Rev 3)
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\ REV 3, MAY 198

i% NOMBLK SUBJECT OR TITLE WHER USED

X i
.gé; M.8 * Evaluation of Optioas, ~ FAR 17,208(c)(2): Use in competitive

e Al I solicitations under same conditions des-
P (52,217-05) cribed in "When Used" guidance for M.7,

except FPI contract will be used. (Rev 3)

g:} M.9 ¥ Progress Payments Not ~ FAR 32.502-3(c¢), in IFBs that will not
e Included include L.54, "Notice of Progress Payments"
e (52.232-15%) or L.55, "Notice of Availability of Progress
?;L Payments Exclusively for Small Business
KN Concerns,
i .
A8
wl
' M.10 * Evaluation - F.0.B. - FAR 47.305-3(£)(2), in solicitations
g Origin that require prices £.0.b. origin for the
) (52.267-47) purpose of establishing the basis on
Qf which offers will be -evaluated. Transpor-
) tation methods other r“an land may be
:si_ substituted wvhen evaluating offers.
R
id» M.l11 #** Destination Unknown = FAR 47.305-5(b)(2), in solicitations
o (52.247-49) when destinations are tentative and only -
oo for the purpose of evaluatiHg offers. -
N = Coumplete SPI. .
o]
A -
;:.. i M.12 *  No Evaluation of - FAR 47.305-5(c)(1), in solicitations
Y Transportation Costs when exact destinations are not known and
Y (52.247-50) it is impractical to establish tentative
B or general delivery places for the purpose
?ﬁ: of evaluating transportation cos:s.
) ;
“:‘ h
b’é M.13 ** Evaluation of Export - FAR 47.305-6(c), in solicitations when
~ Offers supplies are to be exported through CONUS \
e (52.267-51) ports and offers are solicited on an f.0.b. ;
prf origin or f.0.b. destination basis. '
Jou - Complete SPI.
1 -
b (
) C
- M.14 ** Evaluation of Export - PAR 47.305-6(e)(l), as in basic clause,
Sﬂ; Offers and the CONUS ports of export are DOD
R (52.267-51, ALT 1) vater terminals. A
{ : ] - Complete SPI.
:!: - -
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BISPOSITION FOREA

: €oruseof this form. ces AR 340-15; 1ha proponent agency 13 TAGO.

4{ REFERENCE OR OFFICE SYMBOL SUBJECT
) Q
: » b,
1 'SMC~DP (R) Options ]
U
. h
TR FROM DATE CMT 1 '

i  DRSMC-PC (R) DRSMC-DP (R) 20 April 1984

: . Mrs. Hansen/gl/5817
: . Confirming telephone guidance imparted to DRSMC-PC and DRSMC-PD on 18 Apr 84, it is
': ! quested that the use of options be expanded in order to enhance our ability to make early :
§ | obligations. 1In those cases where the procurement requirement represents a ccnsolidaticn t
©° requirements for several customers for which program and funds have not alil been receivecd,
? quest that in addition to the prices requested on the total quantity, prices also be cb-
tained on various quantity increments with options. This will permit us to make early awards
jg for the funded requirements with options to add on later any customer requirement that is not
B¥ 1 1 nded to AMCCOM on a timely basis. Tt is ‘also requested that provision be made for adjust-

s

‘K

X cent of the option price and basic quantity price down to the price bid on the total consoli- :

dated quantity if the option is exercised soon after award of the basic contract. v
0 ‘
™ |3 Request that the Procurement Directorate work with Policy and Legal to wmake sure that '
Bl | solicitation options are structured in accordance with the-law and the regulations. :
"‘ [
) , , .
N i,
e SABELLE HANSEN i
| Deputy for Procurement and Production !
Y | )
g jC :
B lL.stc-Ge (R) : ¢
Rl | DRSMC-PD (R) v
. ri SMC-PP (R) ¢
i. X
‘ : ]
¥ |prsmc-pCc (R)
. p : i

. 2
¥ i - ; FROM DRSMC-PC (R) DATE 25 Apr 84 T 2
o T DRSHC-DE () COL Miller/31/6355 3
é‘ Y

)0 |2 meeting was held in my office on 18 Apr 84 to impart the guidance set forth in the precedin: ¢
1 comment. Representatives from all DRSMC-PC (R) buying divisions were present as wellkaz 3
" |representatives from DRSMC-PP (R) and DRSMC-GC (R). The latter two elements were tasked to

1 search the law and regulations and either: | | .
L\

»

& a. Develop an erudite statement of command poligy,implementing the guidance, or » :

‘ ’ ‘ . . .

:' : b. Prepare a position paper to explain to the CG reason why the guidance was illegal or

) finadvisable under existing regulatioas.

D . ;

g \ '

?“n‘ . '

‘: { %/ . !

g | OSEFM MILLEX, [B/ &
- Coldnel, GS ,

Y Director, Procurement Directorate .

) f '

;i ! .

K t . .‘

N |DRsMc-GC (R) DRSMC-PD (R) DRSMC-PP (R) \/ DRSMC~PCA (R) ¢

, lf?SMC~PCW (ﬁ) DRSMC-PCS (R) DRSMC-PCG (R) }

. . G.P 81-136

x DA %% 2496 ' PREVIOUS EDITIONS WiLL BE USED eu-.0p00 .
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APPENDIX K g

DF, PROCESSING SUSPENSE FOR PROGRAM DOCUMENTS 0
IN DRSMC-PD (R) o

3
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For use of this form, see AR 340-15; the proponent agency is TAGO. :03‘
EFERENCE OR OFFICE SYMBOL SUBJECT n.'::oj
]
DRSMC-PDP-P (R) Processing Suspense for Program Documents in DRSMC-PD (R) Q%
[ WY
' ®
T ALL ORSMC-PO (R) EMPLOYEES RO DRSMC-PD (R) DaTE 4 MAY i34 cmT o
: . Mrs. Accola/mt/5195 o
e
1. Reference DF, DRSMC-PD (R), 6 Jan 84, SAB (encl 1). o
- e
2. This DF establishes additional directorate policy to referenced DOF on procedures to
follow when only a portion of anticipated customer program documents (ORSAR Form 1300) RQ
have been received. W
. oy
i 3. Upon receipt of the DoD Customer form 1300, provide a DF to DRSMC-DS (R) requesting Qg:
they send a message to the remaining customers with a copy furnished to the liaison Il
office in AMCCOM, Rock Island, advising that we are awaiting their program. State we
are releasing Procurement Work Directives (PWDs) for procurement and if they wish to
have their order included, their program must be received at AMCCCM, Rock Island, ASAP
and requesting forecasted date of receipt of programs,

4, The forms 825-1 will be released and the forms 1095 for availablie funds generated
l within 30 days of receipt of the form 1300, even if remaining customer funds are not
received.

"1 Enc] . M CRAIGHE
l as Deputy Directdr Production Directorate

()
. L/
. l y 'Q"

l
-DA fggg 2496 PREVIOUS EDITIONS WILL BE USED *U 30RO 102300508 .
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. Drs¥C-?D (K) Processing Suspense for Program Documents in DRSMC-PD (R)
b ’ .qQ‘
ReEL)
. ALL DRSMC-PD (R) EMPLOYEERS DRSMC~PD (R) g JAN =

‘ - Mr. Craighead/gms/376

f 1. This DF establishes a directorate policy on the method of which nanagement will be
‘ informed on the disposition of funds i{ssued to this directorate. It also informs managenme
abtout the timeliness of actiors taken.

. 2. It is expected that funds are subdivided in accordance with the proper work breakdown
f struczure into DARCOM Forms 1095 to be issued within 12 months and these to be deferred
L because they czanot be issued within 12 months.

: 3. Whea the program docuxent (DRSAR Form 1300) is received by DRSMC-PDP, a Correspoudence
j Control Lecord (DA Form 2445) will be generated and the tracking copy provided to the depu
' director's secretary. The remaining copies will be forwarded with the DRSAR Form 1300 to

| production manager.

4., DProduction ranagers will generate DARCOM Formns 825-1 for _each component and send them
PDP. D& Forms 2445 will be retained by production zaznagers.__On receipc OF DARCOM For=s 1
production managers will attach copies of all applicable Forms 1095 to the final copy of ¢
= Tor= 2645 and forward thes to the deputy director's secretarvy. '

g S. If funds cannot be issued because progra=s Irtom another customer have been planned but
not received, then the snowflake (Form 2445) is due in the deputy director's office within
30 éays wicth copies of correspondence froz this cormmand to the customar pointing out rthe

K delav iv orderly operations.

[ Original Sigaed 2y,
. E. M. CRAIGHEAD
[ Deputy Directer Production Directorate
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APPENDIX L

EXTRACT, PROCUREMENT AUTOMATED DATA
AND DOCUMENT SYSTEM (PADDS) INSTRUCTIONS

- -
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-~ PROCUREMENT AUTOMATED DATA AND DOCUMENT SYSTEM (PADDS)

EXTRACTS it
{
0&
1. PAGE A): INSTRUMENT LEVEL I INSTRUCTIONS FOR SOLICITATIONS ’
———— 3
7. OPT PCT REQMTS Enter the percent of the option only if applicable to ﬂg
IND all CLINs. Otherwise leave blank. ﬁi
¢y
¥
s 8., OPT RQMTS Enter the date on which the option expires only if )
EXPRI DATE applicable to all CLINs. Otherwide leave blank, (If ;ﬁ
7 above is entered 8 must be filled.) : 'Q
t
- ot
2. PAGE A9: PRON/CLIN LEVEL 1 INSTRUCTIONS FOR SOLICITATIONS _4:
. - : &
)
! 9. OPT 2 RQMTS IND If a percentage option is included in the Clin, enter X
i that percentage. 1
()
R . O]
(H
y 10. CONT OPT QTY If Block 9 filled enter quantity. ﬁg
J
Wy
11. OPT RQMT EXP If item 9 or 10 is filled, enter the last date Option >R
DATE may be exercised. (If entered at Instrument Level I
leave blank, will pull to PRON/CLIN LEVEL I) Ef
'
.
3. PAGE B3: INSTRUMENT LEVEL I INSTRUCTIONS FOR CONTRACTS sh
. Wt
. +
i NOTE: IF PADDS GENERATED SOLICITATION, THE FOLLOWING INSTRUCTIONS APPLY =
TO ONLY THOSE ITEMS THAT REQUIRE CHANGES; HOWEVER, IF NOT PADDS M
- GENERATED SOLICITATION THE FOLLOWING INSTRUCTIONS DO APPLY. ?b
"Q
{‘ —— &:
|‘|
W
[ 7. OPT PCT RQMT IND Eanter option percentage if an option is required for
{ all items in the contract. X
- v
8. OPT ROMTS EXPIR Enter last date option may be exercised 1f there is ﬂ.
DATE an entry in item 7. (If 7 above is entered 8 must be 2
N filled) W
0,
i 4, PAGE D5: INSTRUMENT LEVEL I INSTRUCTIONS FOR MODIFICATIONS AND AMENDMENTS !,
X
- (
0
. NOTE: THE FOLLOWING INSTRUCTIONS APPLY TO ONLY THOSE ITEMS THAT REQUIRE 1”
! CHANGES. . W
i - ?}
‘ ——- "
; 7. OPT PCT RQMTS Eanter the percent of the option only if applicable to 5
o IND all CLINs. Otherwise leave blank. (If 7 above is nﬁ
, entered 8 must be filled) !
; ..:.
— 8. OPT RQMTS EXPIR Enter the date on which the option expires only if *
DATE applicable to all CLINs. Otherwise leave blank. (If ]
f 7 above is entered 8 must be filled) oo
L ' o
A
i / '&
! 0
i )
L .
. n
e . A - %
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j o
3 as
: . "Rule forsees for the vears ahead 'wcre sloppy procurement practices, 3
‘- waste noun-accountability, P.L. 85-804 and claims, and failure to obtain the ‘:“:;
b - three objectives of Government procurement' -—- a quality product, on time : 4
1 delivery and reasonable cost. d
d : ‘:If
- "Rule called upon Congress, in its 'zeal to authorize and appropriate I

additional billions for defense...to give serious consideration and attention
now as to how these billions will be spent.' He said Congress should at least
- set some contracting coustraints, guidclines or policies. 'It appears to me
ironical how the Congress is so painstaking in its authorization/appropriation
functions and then walks awav from what happens to the taxpayers' money there-~

afcer.’
g "rg ; . : - - ".i_
' If Congress does not face up to its procurement oversight responsibilities, ,*pg
AN
-

Rule predicts, procurement/acquisition in the 1980's will be so wasteful and
unacceptable to the taxpayers that they will force a system in our ccuntry far
different from the ftee enterprise system we know today.'"

_.. 1 ‘
%X

4

g * * * * ) *
- UPTION EXPIRATION DATE ENTRIES YJB CARD

DAR 1-1503(a) requires that when an optioan clause is included in a contrace,
the option exercise period will be stated.

o s

Ly )"
e
£

22

S A review of the Commodity Command Standard System (CCSS) YJB input trans- ﬂ
N actions indicates that in many instances the date of expiration field, cc 642-43, N
2 (_/' is blank while an option percentage is indicated in cc 39-41. The omission of

the required date is causing problems in the Option Expiration Report which is
C keyed to the opcion expiration date. Many contracts with open options are not
i appearing on the Open Option Report which is utilized by ltem Managers in URSAR-
MM, PD and LE.

When a contract contains an option provision, ARRCOM contract specialists
must record the Qption Expiration Date in the field provided on the YJB trans-
action (cec 42-48). If the data is omitted, the input cransactions will be

: returned for correction.

* x * * *
: . |

DEPUTY PRINCIPAL ASSISTANT RESPONSIBLE FOR CUNTRACTING (PARC) AUTHORITIES

, A
) 1. DA Circular 715-2-60, 1 December 1979, reviséd a substantial number of ADARS ‘S}:
X paragrapns. Among the changes was the delet:ion from definition of terms of :Qﬂ
. paragraph 1~201.51, Deputv Principal Assistdnt Responsible for Centractinyg. géﬁ
A Paragraph 1-40l(c) which formerly specified criteria for Principal and Deputy
4 Principal Assistant Responsible for Contracting appointments was aiso revised gt
Do to omit all references to che "Deputy PARC." The following relatea ADARS para- ‘a
graphs were also revised;
" ' d
X ; a. 1-109.2(b) was revised to omit the authority of the Deputy HCA and ﬁg'
’ Deputy PARC to approve deviations from ADARS affecting one centract. Now oniv ‘
{*“ the HCA and the PARC, without power of redelegation may approve. =
. " ."
- (]
. 3 l:‘:o:j
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DRSMC-GCP (R) (14 Jun 84)
SUBJECT: Management Study of Contract Option Quantities

TO DORSMC-PTF (R) FROM DRSMC-GCP (R) DATE 25 Jun 84 CMT 2
ATTN: Mr. Lyons Mr. Seeck/mm/405(/x28
I. In accordance with your request, the following comments are provided regardi. : the

"AMCCOM Management Study of Contract Option Quantities." These comments ~re keyed to
the applicable paragraphs of the study.

a. Paragraph 111.B,2. The reference shouid be to the Office of Counsel for
Procurement and Readiness, not to the Chief Counsel.

b. Paragraph V.E.i. In this paragraph it is stated that option clauses were not
included in 3 contracts that were negotiated under public exigency. There is, however,
no exptanation as to why this was appropriate. |t is our recommendation that such an
explanation be provided.

¢. Paragraph V.E.2.c. Regarding the requirement for a guarantee and the exercising
of an option, the 16 Mar 84 guidance issued by DRSMC-DP (R) states that if the option is
exercised without negotiation, then no guaranteee is required. |f negotiations are heid,
2 guarantee provision will have to be inciuded. This does not preciude the exercise of
an option provision since once the option price is negotiated, that price could be
increased as a consequence of the guarantee requirement.

d. Paragraph V.E.2.c. DAR i-1003.1(a) states, in part, the following:

"Except for procurements described in (b) and (¢), every proposed procurement
action including modifications to existing contracts when new funds are
obligated for additional suppities and sources made in the United States, its
possessions, and Puerto Rico which may resuit in an award of $10,000 or more
shatt be publicized promptiy in the Commerce Business Daily..."

This is not, however, a revised DAR provision as This same language appears in the 1974
edition of the DAR. I+ has been the position of this office that if the original

synopsis of the procurement stated that an option provision wouid be included in any
resulting contract, then further synopsis at the time of exercise was not necessary.

| f, however, no option was discussed in the original synopsis, then the aforementioned
provision would require a synopsis at the time of exercise. To the best of our knowledge,
DRSMC-PP (R), has not disagreed with this position.

e. Paragraph V.F.g. Regarding the option ciause data located at Appendix H, the
toliowing comments are provided: -7

(i.) Paragraph A,I, [t is inappropriate to state That an option clause wilt be
included in every solicitation and contract. Clearly, there are some soiicitations
(e.g. a sole source acquisition negotiated under DAR 3-202.2(vi)) where an option
provision would be improper.

(ii.) Paragraph A.2. In our opinion, "off-the-sheif" items refers to commercial
items. DAR |-1502(b)(i) states that option provisions shall not be inciud d in solicita-
tions if the supplies being purchased are readily available on the open market,

2
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R DRSMC-GCP (R)

SUBJECT: Management Study of Contract Option Quantities
LA
ﬂﬁ (iii.) Paragraph A.3. The term "specialty item" needs to be defined. Further,
f§: a 200 percent option should only be utilized if there is sufficient justification for
iy such a percentage.
i’g

(iv.) Paragraphs A.4 and 5. It is our opinion that an arbitrary time limit should *

£7 not be set on exercising options but that each option should be tailored to fit the
id' specific circumstances of each procurement.
)
;m (v.) Paragraph B.l.a. An expired option can be reviewed by the contractor if
j& there is no change in the terms of +he option provision.
" (vi.) Paragraph B.l.b. Even if the option price is higher than the base price
N of the second iow bidder, if a test of the market indicates that the option price is now
ﬁ? the best price available, then there is no reason why the option .should not be exercised.
A .
" .. . -
& (vii.) Paragraph B.t.c. The cause of the delinquency wouid need to be determined.

1f the Government caused the delinquency, then the delinquency itself should not preclude
the option exercise. |f the contractor is responsible for the delinquency, then it would

PN

;h appear to be a sound business judgment not to exercise the option until the delinquency is

}ﬂ eliminated.

i

:ﬁ (viii), Paragraph B.i.d. 1f the requirement is greater than the quantity

o remaining under the option, it may well be desirable to compete the new requirement.

“w: However, depending upon the specific facts, the option could be exercised for a portion of

W the requirement and the balance negotiated on | ur basi )

‘3 q g a sole source basis.

W

Q* (iv.) Paragraph B.2. While an option will probabiy be exercised if ait of these

:ﬁ conditions are present, this paragraph should ailow the contract speciatist some

S flexibility.

"

g f. Paragraph V.G.3. There was never any "holding up" on the cqncurrence in the MFR

" in question. Rather, the MFR had to be revised several times to adequateliy express the

? concerns that our offices had in this matter. In any event, that MFR was concurred in

) some time ago.

[) \J
g. Paragraph V.H.Il.f. This paragraph leaves the impression that if the option clause

b. was rewritten to allow for the downward negotiation of the option price, then there would

f, be no problem. The GAQO, in the Varian decision, however, stated the following:

A, - {

4 -

“J "Basically, an option is an unaccepted offer to seii upon agreed terms which X

P may be unilaterally accepted by the Government, | Comp Gen 752 (i922) and

DAR 1-1501 (1976). An option should be clear and definite and shoutd not
require further negotiations to work out important and essential terms

‘? {citation omitted]. Therefore, the essential terms of an option and the

): corresponding commitment on the part of the contractor have to be established

™ I the time the underlying contract is awarded. !f they are not, there is no ,
K\ option for exercise by the Government." (emphasis added)
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DRSMC-GCP (R)
SUBJECT: Management Study of Contract Option Quantities

- -

This language of the Comptrolier General would appear fo allow little flexibility in
this area.

- -

P )

-

h. Paragraph V.H.l.h. It is our opinion that the statement made in this paragraph is
- overly broad. The GAQ was of the option that because of ail of the facts of the case, the
market should have been tested. Of more importance, however, in the area of option exercises,
was the GAO's conclusion that the negotiation of a lower option price with ITT constitued
unauthorized sole source negotiations and an improper sole source award.

-’... -

-

oy -
>

m

P
-l .

i. Paragraph V.H.2. In our opinion, "testing the market" is an informal method of
determining that an option price is the best price available. The problem, however, is that if

. that informal testing would show that the option price is not the best price available, then v
A under the Varian decision, there is not authority to negotiate the option price downward. The ;
N problem of authority, however, can be overcome with a Determination.and F|nd|ngs to negotiate ol

and the conduct of oral negotiations.

j. Paragraph V.H.3. While Varian does provide that +he option price is not negotiable,
that probiem can be overcome as outlined immediately above.

: k. Paragraph Vi.D.2. We do not agree with paragraph for the reason discussed in
Y paragraph |d above.

}. Not used.

:, m. Paragraph Vi.D.6. It is recommended that this paragraph be expanded upon to cleariy ¥
; indicate exampies of "aggressive" or "creative" option clauses. Keep in mind that there is )
N 2 DAR/FAR restriction on limiting the option price to the same price as the basic quantity.

A n. Paragraph Vi.B. (It would appear that this paragraph shouid be Vi,E}. This paragraph
discusses the Varian decision and basically concludes that a local acquisition SOP should be o
developed on this subject. The probiem with taking such action is that such an SOP may impose )
N further restrictions on option exercises than are currentiy beung practiced. You are

requested to contact this office for further details in this area.

Please contact this

2. |t is trusted that the above comments will be of assistance to you.

> office if we can be of further help. 3

! ¥
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. i Encl MIKE G. PATRAMANIS u
t- Chief, Procurement Law Division
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DISPOSITION FORM :
. '
For use of this form, see AR 340-18; the proponent agency is TAGO. .:"
| REFERENCE OR OFFICE SYMBOL SUBJECT "
DRSMC-DP (R) Management Study of Contract Option Quantities :s
(J
O\
»
TO  DRSMC-PTF (R) FROM  DRSMC-DP (R) DATE 29 JUN 1984 cwMT1 e
Mrs. Eichern/da/3671 {g
b
i
1. Reference DF, DRSMC-PTF (R), 14 Jun 84, SAB. .?}
a*)
o
r 2. In response to your request the following comments are provided:
X
.
a. Part IV, para A.4: This office is in disagreement with the statement that an option .é
"is construed to be similar to that of a noncompetitive, sole source procurement, even though ?
the contract itself may have been awarded on a competitive basis. The DOD FAR Supplement }
15-804.3 states that the exercise of an option in a contract for which there was adequate :QQ
price competition; if the optien price has been determined to be reasonable in accordance »
with FAR 17-207(d), is construed to be adequate price competition; therefore, an option XK
exercised under these conditions is not at all similar to noncompetitive sole source ‘
acquisition. : ot
. 9
b. Part IV, para B.3: The Comptroller General in a 1974 decision, 54 Comp Gen 390, =
393, stipulated that options should not be included when a contract is negotiated utilizing
10 USC 2304(a)(2), Public Exigency. 5
J
O
¢. Part V, para E.2.3: DAR 1-1003.1(a) provides "every proposed procurement action, 0$
including modifications to existing contracts when new funds are obligated for additional ‘:i
supplies and services which result in an award of $10,000 or more, shall be publicized 5;
promptly in the Commerce Business Daily." Based upon the placement of this requirement in SO
DAR para 1-1003.1, Synopsis of Proposed Procurements, it is evident we are not talking &g
about synopsizing the award rather than the proposed award. Since options obligate new oy,
funds and the DAR states ''shall be publicized promptly," options would be required to be M
synopsized. DAR 1-1003.1(a) does list modifications that do not need to be published in R
the Commerce Business Daily, but options are not included in the exception. If the ‘Q
original synopsis of the procurement stated that an option provision would be included in M
any resulting contract, then further synopsis at the time of exercise was not necessary. -
The only other time an option would not need to be synopsized would be one of the nine ;$
exceptions listed in DAR 1-1003.1(c). : q&
by
."0
. 2.8 X
d. Part V, para F.2.g b?
(1) Few items purchased by AMCCOM are truly off-the-shelf items. They tend to be L1
modified commercial or ordfhance type hardware. Generally, all these items are stock '@
fund or PEMA secondary items. . “s
- N
(2) The handbook in question should contain the circumstances under which an 5:
award will be made to a delinquent contractor. DARCOMPI Draft 1-904.1 lists when an award X
"may be made to a delinquent contractor. .
) ¥
: *
(3) With regard to the Varian Decision: The PCO has always been required to "
determine if a better price could be obtained. ﬁ
A
(N4
(4) There is a division of opinion on the extension of option expiration date. e
DAR 1-1503(a) states that expiration dates will be fixed as to when an option can be exerciseq. »
A strict holding would conclude that this cannot be changed to a later date. Another opinion aa
more commonly used at AMCCOM, provides that a fixed date can be extended if the parties o
agree prior to the expiration of the option then in effect. &&
” |'0

DA 3% 2496 PREVIOUS EDITIONS WILL BE USED *U.-3.0.£.0.1982-304-548 o
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DRSMC-DP (R) 99 JUN 1984 o
SUBJECT: Management Study of Contract Option Quantities Al

e. Part V, para G: Response to the question should be addressed by DRSMC-GC (R). g

f. Part V, para H.2: Testing the market requirement is set forth in DAR 1-1505(d), i
which contains concise procedures for determining if an option should be exercised or not. '
If testing the market results in prices lower than the option price in the contract the A
requirement would then need to be resolicited and the option not exercised. ’

g. Part V, para H.3: If the contracting otfficer, after thoroughly scrutinizing the _ o
procedures in DAR 1-1505, determines the option price is the most advantageous method oy
available for fulfilling the government's need, price and factors in DAR 1-1505(e) and
DAR 1-1505(f) considered, he could accept a lower price from the contractor if it was iy
offered because lowering the price of the already lowest price would have no effect or )
bearing on the option price in connection with displacing an otherwise lower offeror. /4y
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APPENDIX Q
EXTRACT, ARRADCOM PROCUREMENT INSTRUCTION
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Part 15--Options

1-1500.90 Ogtions.

(a) Optlons shall generally be placed in fixed price contracts
only when a written communication from the procuring initiating organ-
ization indicates that an option is desirable. However, the decision
of whether to include an option requested by the customer is that of
the contracting officer after complying with ASPR Section I, Part 15.

(b) If the economic situation at the time warrants,.an economic
price adjustment clause should be used in all fixed price contracts
containing an option provision unless the length of the delivery sched-
ule for the option quantity added to the basic contract delivery time
is so short as to make the use of an economic price adjustment clause
unnecessary.

(c) The Comptroller General has held that it is incongruous for
contracts negotiated under 10 U.S.C. 2304(a) (2) to contain an option
provision (B-179212~(1), 6 March 1974). The use of options in public
exigency actions shall be limited to instances where the maximum op-
tion quantity is documented as an uneconomical order gquantity or where
it is documented that competitive procurement of the maximum option
guantity is not otherwise feasible,

(d) It is the general policy of the Materiel Development and
Readiness Command that the time during which an option is to be exer-
cised shall be contingent upon the happening of an actual event in
lieu of a date or scheduled event., For example, the Option clause may
provide that the optxon is to be exercised within a period of 90 days
after delivery of an "x" number of units, "x" number of days after
first article approval, etc. Normally, the "event®™ should not be
stated in terms of a specified number of days after awdrd., However,
when there is no event available upon which to hinge an option exer-
cise, the event may be stated in terms of a specified number of days
after award. The award of a follow-on contract or the exercise of an
option normally shall not be made to a contractor who is delinquent on
scheduled deliveries provided a known alternate source of supply has
the capability of producing and delivering the contract guantities
within an-acceptable time period. Exceptions must be justified and
the approval of the Director or Deputy Director of Procurement shall
be_obtained.

ARRADCOM PROCUREMENT INSTRUCTION ‘ 1~1500.90
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APPENDIX R : i
ARRADCOM POLICY LETTER ON OPTIONS >

DI M N R DA NN ] 0 (A
RN SN IO ‘-~"'-“.‘~"’\'»'l’ by ', '.'ﬂ.'r.i..‘a’ L .C.A’I‘!.l”'&‘v’.l‘-.l.t.l. 'l"‘l'-.t.-’l'»'l"‘l‘n.l'A‘l"“‘t‘.’o o‘t'n‘t a.l'n‘l':?"s‘i.n‘i'a "l..‘l’.‘!‘..‘.‘.‘l!"i.'.D"'ﬁ‘l.l"i,



PROCUREMENT DIRECTORATE
US ARMY ARMAMENT RESEARCH & DEVELOPMENT COMMAND
DOVER, NJ 07801
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i DRDAR-PR Letter No.: 83~ 13
?

SUBJECT: Options

N 1. The following guldelines have been issued by our Legal Counsel 1in connection 3
N . with options:

*y ‘ a. Adding an option clause to an existing contract.

v - -

(1) Prepare Determination and Findings setting forth the negotiating

N authority pursuant to 10 USC 2304a (1-17) which will be applicable to the new !
¢ option requirement. X
K ' . !
i (2) Prepare and staff a sole source justification through the ARRADCOM .
K] © Legal Office and the Policy and Compliance Division for its concurrence prior to t

adding the option clause by supplemental agreement to the existing contract,

b. Use of cost type options

' (1) 1It is noted that the Comptroller General in reviewing a cost type v
N contract with option has held that they did not question the procedural validity of

: the option technique. Raytheon Corp. B-180414, September 3, 1974, 74-2 CPD 137,
) R Cerberonics Inc., B-199924, B-199925, May 6, 1981, 81-1 C.P.O. 551.

(2) 1t is the opinion of Legal Counsel that while fixed price options are

R §
ﬂ [‘ the most advantageous to the Government, cost type options can be used when :
W determined by the contracting of ficer to be less costly than other methods of f

contracting.
c. Considerations prior to exercising an option:

(1) Once an option has been included in a contract but prior to exercis-
ing of said option the contracting officer must as far as price is concermed,
comply with DAR 1-1505(d) (1-4). In addition, in those instances where the option
price was not evaluated in making the initial award, but was only added by a
subsequent modification to the contract, the procedure followed in exercising the

L option should conform with the above DAR regulations. See Ket Incorporated 58
Comp. Gen. 38 (1978) 78~2 C.P.D. 305.
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: —~. (2) The General Accounting Office will not object to the Agency's

determination to exercise the option unless it finds that the provisions of DAR
were not followed or that the determination itself was unreasonable. Oscar Holmes '
& Sons, Inc. et al. B-183897 November 21, 1975, 75-2 CPD 339.

P
g o

d. Notwithstanding the above, an option clause normally should not be included
' in contracts if it can reasonably be foreseen that minimum economic production
- quantities will be required at some future date and start up costs, production lead
3 time and probable delivery requirements would not preclude adequate price competi- '
- tion, See DAR 1-1502(a) and (b).
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DRDAR-PR letter No,: 83-13 »
SUBJECT: Options 't

2. PFurther guidance on procurement of options are set forth in ARRADCOMPI ‘¥
1-1500.90 and DAR 1-1500, : .

- "
7 /5% DR 2
AN ANDREWS ©
coL, i
Director, Procurement Directorate I

DISTRIBUTION:

Director . qﬁ
Division Chiefs . 3
All Contracting Personnel Ly,
All Procurement Analysts
Legal

J. Tighe/cmp

CAR (2 cys) $

L 4
]

X

S
e W st

_ r_ __.
Y 2L AALA® Lo
‘i‘.‘é’- IS e

T T b —— | m—— - P o e maeas £y

- (R
EASAGAGACOAGHGAGOASAGOAOAGAON0AG 000 ' . ' } ) " e
R I T T L S N T g e e

. om—— . .- et




] APPENDIX S
a EXTRACT, FAR 17.206
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17203

FEDERAL ACQUISITION REGULATION (FAR)

quantity is a leaming or testing quantity and (i)
competition for the option is impracticable once the
initial contract is awarded.

(d) In recognition of (1) the Government’s need in
certain service contracts for continuity of operatioas
and (2) the potential cost of disrupted support, options
may be included in service coatracts if there is an
anticipated need for a similar service beyond the first
contract period.

17203 Solicitations.

(2) Solicitations shall include appropriate option pro-
visions and clauses when resulting contracts will pro-
vide for the exercise of options (see 17.208).

(b) Solicitations containing option provisions shall
state the basis of evaluation, either exclusive or inclu-
sive 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 quanti-
ties to be offered without limitation as to price, and
there shall be no limitation as to price if the option
quantity is to be considered 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 requirement shall state that offerors may offer
varying prices for options, depending on the quantities
actually ordered and the dates when ordered.

(¢) If it is anticipated that the Government may
exercise an option at the time of award and if the
condition specified in paragraph (d) above applies, so-
licitations shall specify the price at which the Govern-
ment will evaluate the option (highest option price
offered or option price for specified requirements).

(O Solicitations may, in unusual circumstances, re-
quire that options be offered at prices no higher than
those for the initial requirement; e.g., when (1) the
option cannot be evaiuated under 17.206, or (2) future
competition for the option is impracticable.

(g) Solicitations that require the offering of an option
at prices no higher than those for the initial require-
ment 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 additional supplies
to not more than 50 percent of the initial quantity of
the same contract line item. In unusual circum-
stances, an authorized person at a level above the
contracting officer may approve a greater percentage
of quantity.

17204 Contracts.

(s) The contract shall specify limits on the purchase
of additional supplies or services, or the overall dura-
tion of the term of the contract, including any exten-
sion.
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() The contract shall state the period within which
the option may be exercised. )

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

(d) The period may extend beyond the contract com-
pletion date for service contracts. This is necessary for
situations 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.

(¢) The total of the basic and option periods shail not
exceed 5 years in the case of services, and the total of
the basic and option quantities shall not exceed the
requirement for § years in the case of supplies, unless
otherwise authorized by statute.

(D) Contracts may express options for increased quan-
tities of supplies or services in terms of (1) percentage
of specific 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.

17.205 Documentation.

(a) The contracting officer shall justify in writing the
quantities or the term under option, the notification
period for exercising the option, and any limitation on
option price under 17.203(g); and shall include the jus-
tification document in the contract file.

(b) Written determinations and findings that are re-
quired for negotiated contracts shall specify both the
basic requirement and the increase permitted by the
option.

17206 Evaluation,

() The contracting officer may consider the option
quantity in the award evaluation for a firm-fixed-price
contract or a fixed-price contract with economic price
adjustment (see 17.208(cX1)); provided, that an author-
ized person at a level above the contracting officer
determines, before the solicitation is issued, that—

(1) There is a known requirement that exceeds the
basic quantity to be awarded but (i) the basic quanti-
ty is a léarning or testing requirement, or (ii) due to
the unavailability of funds, the agency cannot exer-
cisz the option at the time of award; provided, that in
this latter case there is reasonable certainty that
funds will be available thereafter to permit exercise
of the option; and :

(2) Competition for the option quantity is impracti-
cable once the initial contract is awarded. This deter-
mination shall reflect factors such as substantial star-
tup or phase-in costs, superior technical ability result-
ing from performance of the initial.- contract, and
long preproduction leadtime for a new producer.
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PART 17—-SPECIAL CONTRACTING METHODS

(b) The contracting officer may consider the option
quantity in the award evaluation for fixed-price incen-
tive contracts (see 17.208(cX2)) if—

(1) The determination in paragraph (a) above was
made before issuance of the solicitation; and

(2) The solicitation (i) specifies an incentive ar-
rangement and (ii) specifies that the agency will base
the ceiling price and target profit for the basic and
option quantities on stated percentages of the offer-
or's target cost. These percentages shall be specified
in the solicitation and shall apply to all proposals.

17 ercise of options.

(a) When exercising an option, the contracting offi-
cer shall provide written notice to the contractor
within the time period specified in the contract.

(b) When the contract provides for economic price
adjustment and the contractor requests a revision of the
price, the contracting officer shall determine the effect
of the adjustment on prices under the option before the
option is exercised.

(¢) The contracting officer may exercise options only
after determining that—

(1) Funds are available;

(2) The requirement covered by the option fulfills
an existing Government need; and

(3) The exercise of the option is the most advanta-
geous method of fulfilling the Government’s need,
price and other factors (see paragraphs (d) and (¢)
below) considered.

(d) The contracting officer, after considering price
and other factors, shall make the determination on the
basis of one of the following:

(1) A new solicitation fails to produce a better
price or a more advantageous offer than that offered
by the option. If it is anticipated that the best price
available is the option price or that this is the more
advantageous offer, the contracting officer should
not use this method of testing the market.

(2) An informal analysis of prices or an examina-
tion of the market indicates that the option price is
better than prices available in the market or that the
option is the more advantageous offer.

(3) The time between the award of the contract
containing the option and the exercise of the option
is so short that it indicates the option price is the
lowest price obtainable or the more advantageous
offer. The contracting officer shail take into consid-
eration such factors as market stability and compari-
son of the time since award with the usual duration
of contracts for such supplies or services.

(e) The determination of other factors under (c)(3) of
this section should take into account the Government’s
need for continuity of operations and potential costs of
disrupting operations.

(f) Before exercising an option, the contracting oifi-
cer shall determine that such action is in accordance
with the terms-.of the option and the requirements of
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this section. The written determination shall be irclud- !
ed in the coatract file. ; $‘
(g) The contract modification or other written docu- :'
ment which notifies the contractor of the exercise of ::f.
the option shall cite the option clause as authority. The (]
negotiation authorities under 41 U.S.C. 252(c) or 10 :.
U.S.C. 2304(a) are not applicable and shall not be cited. o,:j
17208 Solicitation provisions and contract clanses. ::'
(a) The contracting officer shall insert a provision :::f
substantially the same as the provision at 52.217-3, ()
Evaluation Exclusive of Options, in solicitations when 5
the solicitation includes an option clause and does not '
include one of the provisions prescribed in paragraph s
(b) or (c) below. ‘:!
(b) The contracting officer shall insert a provision :‘1
substantially the same as the provision at 52.2174, i,
Evaluation of Options Exercised at Time of Contract d
Award, in solicitations when the solicitation includes (
an option clause and an option may be exercised at the h ‘:<
time of contract award.- qg."
(¢) (1) The contracting officer shall insert a provision !
substantially the same as the provision at $§2.217-§, M
Evaluation of Options, in solicitations when (i) the so- >
licitation contains an option clause; (ii) an option is not o
to be exercised at the time of contract award; (iii) a (
firm-fixed-price contract, a fixed-price contract with ;
economic price adjustment, or other type of contract ot
approved under agency procedures is contemplated; "v."
and (iv) a determination has been made as specified in N
17.206(a). 3
(2) If all conditions in (c)1) above apply, except o
that a fixed-price incentive contract is contemplated %
and the conditions in 17.206(b) apply, the contracting .“:
officer shall use a provision substantially the same as \
the provision at $52.217-5, Evaluation of Options, v
with its Alternate I. Pt
(d) The contracting officer shail insert 2 clause sub- '
stantially the same as the ciause at 52.217-6, Option for "
Increased Quantity, in solicitations and contracts, other ) i:
than those for services, when the inclusion of an option o
is appropriate (see 17.200 and 17.202) and the option i
quantity is expressed as a percentage of the basic con- » ,
tract quantity or as an additional quantity of a specific ]
line item. ‘
{eY The contracting officer shall insert a clause sub- \
- stantially the same as the clause at 52.217-7, Option for
Increased Quantity—Separately Priced Line Item, in b
solicitations and contracts, other than those for serv- )
ices, when the inclusion of an opticn is appropriate (see ’,'-
17.200 and 17.202) and the option quantity is identified L
as a separately priced line item having the same nomen- ¥
clature as a corresponding basic contract line item. f
() The contracting officer shall insert a clause sub- N
stantially the same as the clause at 52.217-8, Opdion to »
Extend Services, in solicitations and contracts for serv- e
ices when the inclusion of an option is appropriate (see gﬁ
179 ‘:
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US ARMY AUDIT AGENCY r'-
AUDIT REPORT: MW 84-203 31 January 1984 \
3
REPORT OF AUDIT o
4 Procurement Evaluation and Selection Practices .
US Army Armament, Munitions and Chemical Command .
'
LS ] "
: . ry
L Recommendations and Command Comments . iﬁ
J
' EXTRACT 4
; ‘1‘;
i. . . . . . .
C-2 Restrict acquisitions negotiated under the public exigency exception to j
f - only the urgantly needed portions of the total quantities required. Make sure ;
) { options are properly justified. “:
Command agreed and stated that instructions will be issued to all procurement L
! personnel emphasizing that only urgently needed quantities should be procured i
’ under the public exigency exception. Additionallv, the instructions will P!
emphasize the proper use cf options in public exigency determinations and -
i findings and stress the need for supporting documentation.
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