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 021

19 Apr 99

MEMORANDUM FOR DISTRIBUTION
Subj: EQUIPMENT LEASE OR PURCHASE UNDER CONTRACT (99-17)
Encl: (1) OASN (RD&A)/ABM memo of 9 Apr 99

1. Enclosure (1) advisesthat a recent Department of Defense Inspector General audit found
several organizations either did not perform, or did not properly perform the analysis required by
FAR Subpart 7.4 for acquiring equipment by lease or purchase. The audit identified instances
where failure to complete the required |ease-purchase analysis resulted in improper funding of
capital leases, a potential violation of the Antideficiency Act. The audit also found that many
organizations did not screen for excess government property as required by FAR 8.001.

2. Please ensure enclosure (1) is disseminated to all contracting personnel.

e

MICHAEL F. HOWARD
Director, Strategic Programs/
Community Management Section



DEPARTMENT OF THE NAVY
OFFICE OF THE ASSISTANT SECRETARY
RESEARCH, DEVELOPMENT AND ACQUISITION
1000 NAVY PENTAGON
WASHINGTON DC 20350-1000

April 9, 1999

VMEMORANDUM FOR HEADS OF THE CONTRACTI NG ACTI VI Tl ES
PROGRAM EXECUTI VE OFFI CERS
DI RECT REPORTI NG PROGRAM MANAGERS

Subj : EQUI PMENT LEASE OR PURCHASE UNDER CONTRACT

The Federal Acquisition Regulation (FAR), Subpart 7.4
"Equi prrent Lease or Purchase" provides policy, procedures and
acqui sition considerations for acquiring equi pnment by | ease or
purchase. FAR 7.4 applies to the initial acquisition of
equi pnment and the renewal or extension of existing equipnent
| eases. Agencies are required to performa case-by-case
eval uati on of conparative costs and other factors when
determ ni ng whether to | ease or purchase equi prment. Conpl eting
t he case-by-case eval uati on assures good busi ness i nvest nent
deci sions and nay hel p avoid other contractual issues.

FAR subpart 8.001 "Priorities for Use of Government Supply
Sources," requires agencies to satisfy requirenments for supplies
and services from desi gnated sources in order of priority. |If
supplies are not available fromw thin the agency, the first
source of supply is excess Governnent-owned property from ot her
agenci es.

A recent Departnent of Defense |Inspector General audit
found that several organizations either did not perform or did
not properly performthe | ease-purchase anal ysis required by
FAR 7.4. The audit identified instances where failure to
conpl ete the | ease-purchase anal ysis resulted in inproper
fundi ng of capital |eases, a potential violation of the
Ant i deficiency Act.

In addition, the audit found that many organi zati ons did
not screen for excess Governnment property as required by FAR
8.001. The Departnent of Defense Inspector General indicates
failure to screen caused unnecessary costs to be incurred for
| easi ng equi pnent that was available within the Governnent.
Contracting officers rely on the requiring activities to perform
screeni ng but have not required certification that screening was
conpl et ed.



Subj:  EQUI PMENT LEASE OR PURCHASE UNDER CONTRACT

Pl ease reenphasi ze the requirenments of FAR 7.4 and 8. 001
to your acquisition personnel. Before any new contract for
| eased equi prent is awarded or before any existing contract is
extended, the contracting officer nust review the required | ease
purchase analysis. In addition, the contracting officer should
receive a witten certification that applicable screening was
conpl eted before awardi ng new contracts or extendi ng existing
contracts that require | eased equi prent.

Sttt /3 ot

Elliott B. Branch

Executive Director

Acqui si tion and Busi ness Managenent

Copy to:
ASN (FM



