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207.401 Acquisition considerations.

If the equipment will be leased for more than 60 days, the requiring activity must
prepare and provide the contracting officer with the justification supporting the
decision to lease or purchase.

207.470 Statutory requirements.

(a) Requirement for authorization of certain contracts relating to vessels, aircraft,
and combat vehicles. The contracting officer shall not enter into any contract for the
lease or charter of any vessel, aircraft, or combat vehicle, or any contract for services
that would require the use of the contractor’s vessel, aircraft, or combat vehicle, unless
the Secretary of the military department concerned has satisfied the requirements of 10
U.S.C. 2401, when—

(1) The contract will be a long-term lease or charter as defined in 10 U.S.C.
2401(d)(1); or

(2) The terms of the contract provide for a substantial termination liability as
defined in 10 U.S.C. 2401(d)(2). Also see PGI 207.470.

(b) Limitation on contracts with terms of 18 months or more. As required by 10
U.S.C. 24014, the contracting officer shall not enter into any contract for any vessel,
aircraft, or vehicle, through a lease, charter, or similar agreement with a term of 18
months or more, or extend or renew any such contract for a term of 18 months or more,
unless the head of the contracting activity has—

(1) Considered all costs of such a contract (including estimated termination
liability); and

(2) Determined in writing that the contract is in the best interest of the
Government.

(c¢) Leasing of commercial vehicles and associated equipment. Except as provided in
paragraphs (a) and (b) of this section, the contracting officer may use leasing in the
acquisition of commercial vehicles and associated equipment whenever the contracting
officer determines that leasing of such vehicles is practicable and efficient (10 U.S.C.
2401a).

207.471 Funding requirements.

(a) Fund leases in accordance with DoD Financial Management Regulation (FMR)
7000.14-R, Volume 2A, Chapter 1.

(b) DoD leases are either capital leases or operating leases. See FMR 7000.14-R,
Volume 4, Chapter 7, Section 070207.

(c) Use procurement funds for capital leases, as these are essentially installment
purchases of property.
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