OFFiCL OF THE UNDER SECRETARY OF DEFENSE

1 14U DEFENSE PENTAGON
WASHINGTON, DC 20301-1100

MAR 2 4 2005

MEMORANDIUN FOR ASSISTANT SECCRETARY OF THE ARMY (FINANCIAL

MANAGEMENT AND COMPTROLLER;

ASSISTANT SECRETARY OF THE NAVY (FINANCIAL

MANAGEMENT AND COMPTROLLER)

f\bSE STANT SECRETARY OF THE AIR FORCE
(FINANCIAL MANAGEMENT AND COMPTROLLER

DIRECTORS OF THE DEFENSE AGENCIES

DIRECTORS OF DOD FIELD ACTIVITIES

SUBIECT. Froper Use of Interagency Agreements {or Non-Depariment of Defense
Coniracts Under Authorities Other Than the Eeonomy Act

Eillians of dellars have been provided by Depanment of Defense (Do)
Cemponents to the General Services Adminsstration (GSA) Federal Technology Service
anid other Federal agencics, by agreement. 10 acquire o wide vancty of supplies and
services

Sased on recent work by the DoD Office of Inspector General {O1G), 1t appears
that seme interagency agreements continue 1o be used 1n an attempt to keep funds available
for new work after the period of availability for those funds has expire(, This was the
subject of the Dol Comptroller memoerandum dated September 25, 2003, subject: “Fiscal
Principles and Interugency Agreements” (Attachment 73, This memo, in conjunction with
Dol Comptroller end Dol» Acguisition, Technology and Logistics memoranduin dated
Tetober 29, 2004, subieet: “Proper Use of Non-Dol Contracts™ (Atachment 23,
plishes DeD pobicy that includes assisted acguisitions.
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Lo ensure interagency agreements (under ather than the Economy Act) for non-
el contracts are used 1n sccordance with existing laws and DoD policy, and o save
Covernmenl resources. the foitowing aclions should te completed by June 1, 2005

v Completed agreements. Al interagency agreements shall be reviewed Lo
determmine it they are complete. Completed agreements shall be closed out, and
dhe {mancial accounts shull be adjusted 1o envure the return of any funds heid
by servicing agencics. irrespective of whether the funds have expired.

e Serviges Funds provided 1o @ servicing agency that aie now past ih eir period
of availabiling (expired funds™ shall, in the case of services, be deobliguated
and returned from the servicing agency unless all of the following criteria are
et

the order was mnde dunty the pered of avaliability of the funds:
£ the order was specihc. defimte and certwr:, with specificty simifar to
that found i convuctuat orders; and




< the case ol severable services, the perfortnance period does not
exceed one vear.

«  Goods, Funds provided o a servicing agency thal are now expired shall, in the
cese of ordered coods, be deobligated and returned from the servicing agency
nless the reguest for goods was:

during the period of avatiability of (he funds; und
for an item that, solelv beeause of @elivery. production lead time, or
atorescen delavs, could not be delivered within the period of

ui
svaniahibty of those funds,

Limitation on Werk. Expired funds shall niot be available for work outside the
Originad mieragency agreement

Z

»  Performance.

¢ Dl eapired funds may be used by ¢ servicing agency o enter Inlo 4

non-severable service contract, provided the inlerugency agreementl was
propetly executed while the funds were available and with the good
faitly intent that the servicing ageney commence work and perform
without unnecessary delay

I
1

301 expired funds mav not be used by @ servicing agency 1o ¢nler inta
w severable services contract However, Dol expired funds may
conrtie 16 be used lor a severable services contract. properly entered
i by the servicing agency fcfore the funds expire, provided the
penod of contract performance does not exceed one year.

s Oversight. Inleragency sgreements in excess of the simplified acquisition
(reshold shatl comply with the DUD policy memorandum, “Proper Use of
Non-Dalt Contracts,” «Altechment 235 the Do Cemponents” procedures tor
proper use of non-Dol contracts; the procedures found m the Federal
Aca;ummra Fepulation Part 7. " Acawsitor Planning” and Pant 17.5,

“Interageacy Acquisitions Under the Ecoseny Act.” and [3aD) Instruction

JU00 16 Htersenice and intrapovernmental Support.”

The GSA provided o summary of unobligated tunds by Dold Component and fiscal
vear us of December 30, 2004 (Attachment 330 You are to immediately imtiate needed
actions (o review these unobligated balunces, coordinute with GSA to return unabligated
nalances o yow respective offices, and umrd nate with vour servicing accounting oftice to
ensire that apprapnate adjusunents to the accounting records are recorded befare

tune 2005, You are 1o cettify o my office, ne luter than June 30, 2003, that you have
unn[ feted these welions in accordance with the DoDFME, Volumne 3, Chapter 8, Section
05 " Tre- Annual Review of Commuunients and Obhigations™ n addmon. all potential
Swehilons of the Anudeficieney Act detncied dunng tis review shall be processed

By accondance with the Deparunent of Defense Financial Management Regulauon
MBS Vodume 14
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contac: for this matter is Ms. Carol Phillips at 703-693-6503, or e-mail
tri-annual reviews s Mr. Oscar Covell

My pond
at carol.phliips@csd mil. My point of contact for
at TO3-697-614%, or comall at oscar.covell@osd.mi

}

Terese McKay
Deputy Chiel Fin‘iI&'iui Offices

Attachments:

As stated




UNDER SECRETARY OF DEFENSE
1100 DEFENSE PENTAGON
WASHINGTON DC 20301-110C

COMPTRCLLER

MEMORANDUM FOR CHAIRMAN OF THE JOINT CHIEFS OF STATF
AESISTANT SECRETARY OF THIE ARMY (FINANCIAL
MANACGEMENT AND COMPTROLLER;
ASSISTANT SECREATARY OF THE NAVY (FINANCIAL
MANAGEMENT AND COMPTROLLER)
ASSISTANT SECRETARY OF THE AIR FORCE (FINANCIAL
MANAGEMENT AND COMPTROLLER)
INSPECTOR GENERAL OF THE DEPARTMENT OF DEFENST:
DIRECTORS OF THE DEFENSE AGENCIES
Fiseal Principals and interagency Agreements
“‘cccn! media allention has focused on the impropriety of USILE IN(CTEEENCY agrecmienls
to "hank” funds tha woeuld stherwise eapne ot the end of the fiscal year. For Economy Act
uglwn.c:m; \;':is s t)\pressl}‘ forbidden The E".‘cur‘;omy Act requires servicing agencies o retum
unebligated funds 1o requesting agencies before the funds would £Xpirc.

tiowever, some Federal apencies have separate legal authonty to provide services—
mctuding comtracung services—without the need o relum unobli rated funds at year's end. The
g

DL rarimient of Intenor's GovWoerks and tie Gencral Services Admimistration’s Federal

ol

;\.n'}“if‘ij\’ Service Ui

T

51 are just twor examples, These programs provide fegitimate and useful

services. bui they wre netintended soleiv o oxiena an appropriation’s period of availability,

Dvery order under an interagency agreement nust be based upon a legiimate, specific
and wdetuately documented requirement represcnling a boag frde need of the year in which the
order s made. As uiways, adequate funds of the appropriate iype (procurement, O&M, etcd
mnet be wvatluble. 19 these hasic conditions ure mel, these servicing agencies may retain and
promiplly oohpate the funds in the foliowsy Giscal vear. On the other hand, an intcragcncy
dpfeminead tuy ol pe used g the [ast duvs of the Gscol vewr seledyv o prevent funds from
expinay o o Beer them avellable for @ requirement ansing i the loilewing fiscul yoar

coul e

b fiscal yeor, comrectng officials and sconuntanle officers must ressst |
o dexre fo bunin goverumient funds trough improper use ef inleragency wpreemnents |
LCrauily ayr'cur:lcmf‘ mayv resullin dabu]nu ary acten, adverse media attention, and ‘

neressiena; lmitations and oversipht l)cp.mzmn!-\wdc.

Diov s Zakheins
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Unobligated Funds by Agency and Fiscal Year

as of 12/30/2004

Regional Programs 1999 & Prior 2000 2001 2002 2003 2004 Total
Dept. of the Air Force $24,506,076 $11,332,916 $18,255,174 $32,089,659 $227,158,855 $230,248,928 $543,591,608
Dept. of the Army $14,006,425 $14,449,021 $46,099,949 $39,256,360 $78,965,798 $226,073,299 $418,850,852
Dept. of the Navy $9,993,829 $15,451,052 $20,759,252 $29,456,581 $87,350,540 $159,456,815 $322,468,069
Defense Agencies $4,789,000 $5,773,273 $6,546,336 $20,795,327 $21,719,249 $71,287,932 $130,911,117

Defense Agency Subtotal $53,295,330 $47,006,262 $91,660,711 $121,597,927 $415,194,442 $687,066,974
Dept. of Health and Human Services $607,254 $1,616,439 $9,524,556 $14,522,752 $16,216,711 $30,260,915 $72,748,627
Dept. of Homeland Security $211,958 $4,038 $1,146 $612,519 $21,185,238 $24,884,255 $46,899,154
Dept. of Justice $3,244,578 $315,953 $7,019,517 $9,658,376 $7,774,588 $4,957,819 $32,970,831
Other Civil Agencies (52 Entities) $10,691,961 $9,751,657 $22,285,891 $12,304,798 $22,195,298 $36,326,768 $113,556,373
Civil Agency Subtotal $14,755,751 $11,688,087 $38,831,110 $37,098,445 $67,371,835 $96,429,757 $266,174,985
General Services Administration $3,841,794 $5,700,041 $3,5873,762 $2,982,398 $2,943,261 $7,211,308 $26,252,564

National Programs

Dept. of the Air Force $0 $871,300 $763,500 $4,485,600 $3,106,400 $60,510,200 $69,737,000
Dept. of the Army $0 $1,136,800 $4,796,400 $664,800 $7,565,700 472,557,000 GQPWNPNOO
Dept. of the Navy $0 $1,347,100 $572,800 $734,000 $2,757,500 $33,264,800 $38,676,200
Defense Agencies $0 $1,276,000 $1,245,400 $1,827,800 $7,517,500 $105,572,200 $117,438,900
Defense Agency Subtotal $0 $4,631,200 $7,378,100 $7,712,200 $20,947,100 $271,904,200 $312,572,800
Civil Agencies $0 $6,235,100 $18,423,100 $10,814,900 $78,204,000 $191,750,800 $305,427,900

Grand Total

$71,892,875

$75,260,690

$159,866,783

$180,205,870

$1,254,363,039

$2,326,249,895
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