
OFFICE OF THE UNDER SECRETARY OF DEFENSE 

3000 DEFENSE PENTAGON 
WASHINGTON, DC 20301 -3000 

ACQUISITION, 
TECHNOLOGY 

AND LOGISTICS September 3 0 ,  2003 

MEMORANDUM FOR TECHNICAL DIKEC'I'OK, AUDIT FOLLOW UP & 
GAO AFFAIRS, DOD INSPECTOR GENERAL 

THROUGH: DIRECTOR, ACQUISITION RESOURCES AND ANALYSES 

SUBJECT: Department of Defense Response to the GAO Final Report, GAO-03-727, 
"Don CONTRACT PAYMENTS: Management Action Needed to Reduce 
Billions in Adjustments to Contract Payment Records", dated August 8, 2003 
(GAO Code 192069)" 

As requested, attached is a draft letter that provides our recommended DoD 
response to the subject GAO final report. If you have any questions regarding this 
memorandum, please contact my point of conlac1 Mr. David Capitano, at 703-847-7486 
or at david.capitano@osd.mil. 

Deidre A. Lee 
Director, Defense Procurement 

and Acquisiriou Policy 

Attachment: 
As slated 



OFFICE O F  THE UNDER SElCRETARY O F  DEFENSE 

3000 DEFENSE PENTAGON 
WASHINGTON, DC 20301 -3000 

ACQUIS1710h 
TECHNOLOGY 

SEP 9 7003 
AND LOGISTICL 

MEMORANDUM FOR DIRECTORS, DEFENSE AGENCIES 
DEPUTY ASSISTAN'T SECRETARY OF TIE  ARMY 

('POLICY' A N D  PR(3C:UREMENT). ASA(ALT) 
DEPUTY ASSIS'I'AN'I' Sk( :KETARY OF THE NAVY 

(ACQUISITION MANAGEMENT), ASN(RD&A) 
DEPUTY ASSISTANT SECRETARY OF THE AIR FORCE 

(COXTKACTING). SAFfAQC 
EXECUTIVE DIRECTOR, ACQUISITION, TECHNOLOGY, 

A N D  SUPPLY DlRECTORATE (DLA) 
DIRECTOR, ADMINISTRATION AND MANAGEMENT 

SUBJECT: DoD Contract Pavments - DFARS 204.71 07(e)(3)(ij 

A recent GAO review of two contracts (GAO report dated Augusr 8, 2003, GAO 
Codc 192063) asserted that one ol  those contracts did not contain sp~cif ic  payment 
instn~crions on how to allocate payment amounts to ACRNs as required by DFARS 
204.7107(~)(3)(i). The review also asserted that, after initial contract award, payment 
instructions were not modified to reflect ACRhs subsequently added to the contract. 

The requirements at DFARS 204.7 lO7(e j( 3)(i) read as follows: 

When a conuact line item is funded by m~.ltiple accounting classificauon 
ciralions. h e  contracting officer shall pro\ ice adequate instruclions in section G 
(Conkact Administratinn Dataj. under the heading "Payment Instructions for 
Multiple Accounting Classification Citaticms," to pelmit the paying ofice lo 

charge the accounting classifica~ion citalims assigned to that contract line item 
(see 204.7 104-1 (a)) in a manner LII.JL ieflects the pc~formimce of work on thc 
conuact. If additional accounting classification citations arc subsequently 
added, the paynenr instructions must be modified to include the additional 
accounting classification citarlons. 

Con~rncting officers must ensure that al!. contracts containing millti-f~inded 
conuact line items include adequate payment instructions to permit the paying office to 
charge rhe accounting classification citations assigned to that contract line item. In 



addition, contracting officers must ensure that thcie instructions are revised i l  additiuml 
ACRNs are subsequently added to the contract. 

Please cnsure this memorandum receives wide distribution to ?our contractinp 
leaders. contracting officers, and buyers that affect these contracts. Any questions 
r e p r d q  this memorandum sl~uuld be referred 1.0 Mr. David J. Capitano, Defense 
Procurement & Acquisition Policy/Policy, at 703 547-7486 or david.capitano@osd.mil. 

Deidre A. Lee 
Direcror, Defense Plucure~nrnt and 

Acqulsitjon Polic) 




