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May 24, 2004
MEMORANDUM FOR Director, Defense ACQUISITION REGULATIONS COUNCIL,




     OUSD (AT&L) 






SUBJECT:  Defense Federal Acquisition Regulation Supplement (DFARS) Interim Rule – 2003-D097,

  Contract Period for Task and Delivery Order Contracts
     The Defense Logistics Agency (DLA) submits the following comments in response to the subject interim rule published in the Federal Register on March 23, 2004:
      Section 843 amends the general authority for task and delivery order contracts at 10 U.S.C. 2304a to specify that task or delivery order contacts awarded under the authority of that section may cover a total period of not more than 5 years, including all options or modifications. The interim rule follows closely the language of the statute, and does not permit deviations or provide for exceptions. Restricting the total contract period to five years seriously impacts our continued support to our military customers worldwide and our ability to meet our strategic material sourcing (SMS) goals.  Successful strategic sourcing initiatives require establishing optimum relationships with our suppliers, including the most appropriate contract duration. Building long term stable relationships with our suppliers and our customers, through carefully developed and implemented sourcing strategies is the key to continuing to best meet the needs of our military customers, both in peacetime and wartime. 

     Such contractual arrangements most frequently extend longer than five years and typically may reach up to 10 years in duration. These long term contracts take many months or years to negotiate and require significant procurement resources for both government and industry.  Due to the nature and intended purpose of the items and services contracted for, i.e., troop support and critical hardware items and related services, responsiveness to customer and mission needs is a key factor. This is particularly true for readiness items that DLA buys. Longer term relationships are more stable and mitigate the potential disruptions inherent each time award of a new contract is necessary. Longer partnerships are more attractive to our industry partners and enable industry to maximize amortization of overhead over longer periods contributing to reduced administrative costs and more favorable pricing. Distribution and other fees frequently associated with these arrangements are reduced under longer contracts because they more closely emulate the supplier’s commercial business arrangements.  For supplies such as pharmaceuticals, most of the items are dated and the longer-length contract allows for the items to be consistently rotated so fresh stock is readily available if needed. Limiting contract terms to no more than five years may make these strategic supplier arrangements less attractive to industry. Particularly in our strategic supplier alliances involving long term partnerships with major sole source suppliers, the overall goals of improved availability, reduced customer wait time and maximum performance and customer support are most effectively realized through long term collaborative relationships.   
     We appreciate the opportunity to comment on this rule. The action officer for this matter, Ms. Ynette Shelkin, is available to provide any additional assistance that may be required at (703) 767-1393.







/signed/






     NANCY M. HEIMBAUGH






     Chief, Acquisition Policy Branch






     Acquisition Division






     Acquisition, Technical, and Supply Directorate
cc:
DLA DAR Council Member
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