§1-3.409 Indefinite delivery type con-
tracts.

One of the following indefinite deliv-
ery Lype contracts may be used for
procurements where the exact time of
delivery is not known at time of con-
tracting.

(a) Definite quantity contract—(1)
Description. This type of contract pro-
vides for a definite quantity of speci-
fied property or for the performance
of specified services for a fixed period,
with deliveries or performance at des-
ignated locations upon order. Depend-

ing on the situation, the contract may
provide for: (i) Firm fixed-prices, (i)
price escalation, or (iii) price redeter-
mination.

(2) Application. This type of con-
tract is particularly suitable for use
where it is known in advance that a
definite quantity of property or serv-
ices will be required during a specific
period and are regularly available or
will be available after a short lead
time. Advantages of this type of con-
tract are that it permits stocks in stor-
age depots to be maintained at mini-
mum levels and permits direct ship-
ment to the user.

(b) Requirements contract—(1) De-
scription. This type of contract pro-
vides for filling all actual purchase re-
quirements of specific property or
services of designated activities during
a specified contract period with deliv-
eries to be scheduled by the timely
placement of orders upon the contrac-
tor by activities designated either spe-
cifically or by class. Depending on the
situation, the contract may provide
for: (i) Firm fixed-prices, (ii) price es-
calation, or (iii) price redetermination.
An estimated total quantity is stated
for the information of prospective con-
tractors, which estimate should be as
realistic as possible. The estimate may
be obtained from the records of previ-
ous requirements and consumption, or
by other means. Care should be used
in writing and administering this type
of contract to avoid imposition of an
impossible burden on the contractor.
Therefore, the contract shall state,
where feasible, the maximum limit of
the contractor's obligation to deliver
and, in such event, shall also contain
appropriate provision limiting the
Government’s obligation to order.
When large individual orders or orders
from more than one activity are antici-
pated, the contract may specify the
maximum quantities which may be or-
dered under each individual order or
during a specified period of time. Simi-
larly, when small orders are anticipat-
ed, the contract may specify the mini-
mum quantities to be ordered.

(2) Application. A requirements con-
tract may be used for procurements
where it is impossible to determine in
advance the precise quantities of the
property or services that will be
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needed by designated activities during
a definite period of time. Advantages
of this type of contract are:

(i) Flexibility with respect to both
quantities and dzlivery scheduling;

(ii) Supplies or services need be or-
dered only after actual needs have ma-
terialized;

(iii) Where production lead time is
involved, deliveries may be made more
promptly because the contractor is
usually willing to maintain limited
stocks in view of the Government’s
commitment;

(iv) Price advantages or savings may
be realized through combining several
anticipated requirements into one
quantity procurement; and

(v) It permits stocks to be main-
tained at minimum levels and allows
direct shipment to the user. Generally,
the requirements contract is appropri-
ate for use when the item or service is
commercial or modified commercial in
type and when a recurring need is an-
ticipated.
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(¢) Indefinite quantity contract—(1)
Description. This type of contract pro-
vides for the furnishing of an indefi-
nite quantity, within stated limits, of
specific property or services, during a
specified contract period, with deliv-
eries to be scheduled by the timely
placement of orders upon the contrac-
tor by activities designated ecither spe-
cifically or by class. Depending on the
situation, the contract may provide
for: (i) Firm fixed-prices, (ii) price es-
calation, or (iii) price redetermination.
The contract shall provide that during
the contract period the Government
shall order a stated minimum quantity
of the property or services and that
the contractor shall furnish such
stated minimum and, if and as or-
dered, any additional quantities not
exceeding a stated maximum which
should be as realistic as possible. The
maximum may be obtained from the
records of previous requirements and
consumption, or by other means.
When large individual orders or orders
from more than one activity are antici-
pated, the contract may specify the
maximum quantities which may be or-
dered under each individual order or
during a specified period of time. Simi-
larly, when small orders are anticipat-

ed, the contract may specify the mini-
mum quantities to be ordered.

(2) Application. An indefinite quan-
tity contract may be used where it is
impossible to determine in advance
the precise quantities of the property
or services that will be needed by des-
ignated activities during a definite
period of time and it is not advisable
for the Government to commit itself
for more than a minimum gquantity.
Advantages of this type of contract

are:

(1) Flexibility with respect to both
quantities and delivery scheduling;

(ii) Property or services need be or-
dered only after actual needs have ma-
terialized;

(iii) The obligation of the Govern-
ment is limited; and

(lv) It permits stocks to be main-
tained at minimum levels and allows
direct shipment to the user. The in-
definite quantity contract should be
used only when the item or service is
commercial or modified commercial in
type and when a recurring need is an-
ticipated.
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