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MEMORANDUM





From:  SEA 01





Subj:  FY 98 DEFENSE AUTHORIZATION ACT - P.L. 105-85





1.	The purpose of this memo is to inform you of some financial policy changes contained in the FY 98 Defense Authorization Act (P.L. 105-85), signed by the President on 18 November 1997.  Sec. 801 allows the Department of Defense (DOD) to enter into a contract for procurement of severable services for a period that begins in one fiscal year and ends in another if the contract period does not exceed one year.  Sec. 806 requires that any multiyear contract over $500 million be specifically authorized by a law other than an appropriations act.  These sections are outlined below.





	Sec. 801:  Prior to this act, severable tasks could not be carried beyond the expiration of the funds.  Severable tasks are those that are continuing and recurring in nature.  Another hallmark is that they can be separated or divided into components each of which can be independently performed to meet a separate need.  Most services/level of effort contracts are severable.  Some examples are:  





Delivery of an approximate or undetermined number of items (e.g. “Prepare approximately five proposals.”), 


require the contractor to perform a number of unrelated tasks (e.g. “Review 40 specifications and 10 life cycle support plans; make recommendations on each.”), 


provide analysis or technical support, 


provide inputs to an end product being produced by someone else.  





Previously, where a task was severable, it had to be charged to funds current when the task was performed.  Now, pursuant to this new legislation, the task can run up to a year from the time of issuance, even if the funds would otherwise have expired during the period of performance.  For example, if you enter into a contract for consulting services on 1 August 1997 you can obligate funds which will fund the contract until 31 July 1998.  A non-severable task, on the other hand, is one that has a specific and definite end-product.  These will continue to be funded to completion from the original fiscal year funds, regardless of when completion occurs.





	Sec. 806:  Requires that any multiyear contract over $500 million be specifically authorized by a law other than an appropriations act.  This could include authorization acts or other legislation.





2.  Please keep records of all uses of section 801 authority.  The DoD will be required to provide a report detailing all uses of this authority 30 days after the end of fiscal years 1998 and 1999.    





3.	Any further DoD guidance will be forwarded as received.  Questions concerning this matter can be directed to Ann Strozewski, SEA 01P1, (703)602-8240 x304.














								//   S	//


								Capt. V.H.Ackley
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