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234.001  Definition.
As used in this subpart—

“Acceptable earned value management system” and “earned value management system” are defined in the clause at 252.234-7002, Earned Value Management System.

“Production of major defense acquisition program” means the production and deployment of a major system that is intended to achieve an operational capability that satisfies mission needs, or an activity otherwise defined as Milestone C under Department of Defense Instruction 5000.02 or related authorities.

“Significant deficiency” is defined in the clause at 252.234-7002, Earned Value Management System, and is synonymous with “noncompliance.”

234.003  Responsibilities.
DoDD 5000.01, The Defense Acquisition System, and DoDI 5000.02, Operation of the Defense Acquisition System, contain the DoD implementation of OMB Circular A-109 and OMB Circular A-11.

234.004  Acquisition strategy.

	(1)  See 209.570 for policy applicable to acquisition strategies that consider the use of lead system integrators.

	(2)  Contract type.

		(i)  In accordance with section 818 of the National Defense Authorization Act for Fiscal Year 2007 (Pub. L. 109-364), for major defense acquisition programs at Milestone B—

			(A)  The milestone decision authority shall select, with the advice of the 
contracting officer, the contract type for a development program at the time of Milestone 
B approval or, in the case of a space program, Key Decision Point B approval;

			(B)  The basis for the contract type selection shall be documented in the acquisition strategy.  The documentation—

				(1)  Shall include an explanation of the level of program risk; and

				(2)  If program risk is determined to be high, shall outline the steps taken to reduce program risk and the reasons for proceeding with Milestone B approval despite the high level of program risk; and

			(C)  If a cost-reimbursement type contract is selected, the contract file shall 
include the milestone decision authority’s written determination that—

				(1)  The program is so complex and technically challenging that it would not be practicable to reduce program risk to a level that would permit the use of a fixed-price type contract; and

				(2)  The complexity and technical challenge of the program is not the result of a failure to meet the requirements of 10 U.S.C. 2366a.

		(ii)  In accordance with section 811 of the National Defense Authorization Act for 
Fiscal Year 2013 (Pub. L. 112-239), the contracting officer shall—
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			(A)  Not use cost-reimbursement line items for the acquisition of production 
of major defense acquisition programs, unless the Under Secretary of Defense for Acquisition and Sustainment (USDA&S)), or the milestone decision authority when the milestone decision authority is the service acquisition executive of the military department that is managing the program, submits to the congressional defense 
committees—

				(1)  A written certification that the particular cost-reimbursement line items are needed to provide a required capability in a timely and cost effective manner; and

				(2)  An explanation of the steps taken to ensure that cost-
reimbursement line items are used only to achieve the purposes of the exception; and

			(B)  Include a copy of such congressional certification in the contract file.

		(iii)  See 216.301-3 for additional contract type approval requirements for cost-reimbursement contracts.

		(iv)  For fixed-price incentive (firm target) contracts, contracting officers shall comply with the guidance provided at PGI 216.403-1(1)(ii)(B) and (C).

	(3)  The contracting officer shall include in solicitations for contracts for the technical maturation and risk reduction phase, engineering and manufacturing development phase or production phase of a weapon system, including embedded software—

		(i)  Clearly defined measurable criteria for engineering activities and design specifications for reliability and maintainability provided by the program manager, or the comparable requiring activity official performing program management responsibilities; or 

		(ii)  Ensure a copy of the justification, executed by the program manager or the comparable requiring activity official performing program management responsibilities for the decision that engineering activities and design specifications for reliability and maintainability should not be a requirement, is included in the contract file (10 U.S.C. 2443). 

234.005  General requirements.

234.005-1  Competition.
A contract that is initially awarded from the competitive selection of a proposal resulting from a broad agency announcement may contain a contract line item or contract option for the provision of advanced component development, prototype, or initial production of technology developed under the contract or the delivery of initial or additional items if the item or a prototype thereof is created as the result of work performed under the contract only when it adheres to the following limitations:

	(1)  The contract line item or contract option shall be limited to the minimal amount of initial or additional prototype items that will allow for timely competitive solicitation and award of a follow-on development or production contract for those items.

	(2)  The term of the contract line item or contract option shall be for not more than 2 years. 

	(3)  The dollar value of the work to be performed pursuant to the contract line item or contract option shall not exceed $100 million in fiscal year 2017 constant dollars.  (10 U.S.C. 2302e) 

234.005-2  Mission-oriented solicitation.
See 215.101-2-70(b)(2) for the prohibition on the use of the lowest price technically acceptable source selection process for engineering and manufacturing development of a major defense acquisition program for which budgetary authority is requested beginning in fiscal year 2019.
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