DEPARTMENT OF THE NAVY
NAVAL FACILITIES ENGINEERING COMMAND
WASHINGTON NAVY YARD
1322 PATTERSON AVENUE SE SUITE 1000

WASHINGTON, DC 20374-5065 IN REPLY REFER TO
ACQ 023F

2 Dec 98

MVEMORANDUM FOR DI STRI BUTI ON

Subj: M NI MUM GUARANTEE | N | NDEFI NIl TE QUANTI TY CONTRACTS FOR
MULTI PLE TASK ORDER CONTRACTI NG (98- 61)

Ref: (a) FAR 16. 500
(b) FAR 16.504(a) (2)

1. The inplenentation of the Federal Acquisition Streanlining Act
t hrough reference (a) encouraged (directed) the use of task order
contracts awarded to nmultiple offerors. Miltiple task order
contracting is currently being utilized under Indefinite Delivery-
Indefinite Quantity (IDIQ type contracts. The initial basic
contract is conpetitively awarded to nultiple contractors who
provi de the "best value" to the Governnent. These contractors

t hen conpete anong t hensel ves on individual task orders.

2. For IDIQcontracts, reference (b) requires that "to ensure
that the contract is binding, the mninmmaquantity nust be nore
than a nomnal quantity."” This "m ni nrum guarantee" recognizes the
fact that, on nost ID Q contracts, a contractor will usually
require substantial investnment such as standing up production
lines for supplies, provision of hardware and software for
estimati ng JOC work, or establishing a separate program nanagenent
office to nmanage a RAC contract. |In these instances, a m ninmum
guar antee conmensurate with the degree of up-front investnent is
war r ant ed.

3. NAVFAC s current nultiple award construction indefinite
gquantity contracts (SOCs, TOCs, etc.) require no significant up
front investnment on the part of the successful contractors. In
consideration for the restricted bidding environnent, contractors
sinply agree to submt offers on future task orders. This effort
I's no nore than woul d be required had these task orders been
solicited as separate contracts. These contractors have the
benefit of conpeting for future task orders in a very limted
field of conpetitors. This increases their chances of acquiring
work and significantly reduces their adm nistrative costs. This
I s adequate consideration to neet the intent of the m ninmum
guarantee noted in reference (b).



Subj: M N MUM GUARANTEE | N | NDEFI NI TE QUANTI TY CONTRACTS FOR
MULTI PLE TASK ORDER CONTRACTI NG (98-61)

4. As always, in determ ning what consideration is necessary to

conply with reference (b), contracting officers shall use reasoned
judgnment in evaluating the circunstances surrounding their

speci fic procurenent.
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ROBERT R BOYER
Director, Acquisition



