UNDER SECRETARY OF DEFENSE
1100 DEFENSE PENTAGON
WASHINGTON, DC 203201-1100

MAR 2 7 2006

COMPTROLLER

MEMORANDUM FOR SECRETARIES OF THE MILITARY DEPARTMENTS
CHAIRMAN OF THE JOINT CHIEFS OF STAFF
UNDER SECRETARIES OF DEFENSE
COMMANDERS OF THE COMBATANT COMMANDS
DIRECTOR, DEFENSE RESEARCH AND ENGINEERING
COMMANDER, U.S. SPECIAL OPERATIONS COMMAND
COMMANDER, U.S. TRANSPORTATION COMMAND
ASSISTANT SECRETARIES OF DEFENSE
DIRECTOR, OPERATIONAL TEST AND EVALUATION
INSPECTOR GENERAL OF THE DEPARTMENT

OF DEFENSE :

ASSISTANTS TO THE SECRETARY OF DEFENSE
DIRECTORS OF THE DEFENSE AGENCIES
DIRECTORS OF DOD FIELD ACTIVITIES

SUBJECT: Proper Use of Interagency Agreements with Non-Department of Defense
Entities Under Authorities Other Than the Economy Act

Despite guidance issued jointly by the Under Secretary of Defense (Comptroller)
and the Under Secretary of Defense (Acquisition, Technology and Logistics) on
Ocrober 29, 2004, and additional guidance issued by the Deputy Chief Financia’ Officer
on March 24, 2005, the Department of Defense’s (DoD) practices for the use and control
of DoD funds under interagency agreements require improvement. DoD purchases made
through non-DoD entities contdnue to violate these polices and existing regulations.

I am directing you to gommence the following corrective actions immediately,
Failure 10 complete these actigns may result in a revocation of your authority to transfer
funds to non-DoD entities executing interagency agreements.

* Review all interagency agreements to determine their status. Close out all
completed agreements and coordinarte with the outside entity to return all funds
remaining on completed agreements no later than June 30, 2006.

= Funds thar were provided to a servicing agency for services or goods where the
funds are now past their period of availability (“expired funds™) shall be
deobligated no later than June 30, 2006 unless they meet the critenia-identified in
the attached memorandum, “Proper Use of Interagency Agreements for Non-
Department of Defens¢ Contracts Under Authorities Other Than the Economy
Act,” dated March 24, 2005. Under no circumstances should any existing order



for severable services using Operations and Maintenance funds extend beyond one
year from the date the funds were accepted by the servicing agency.

* Insert the following statement on all future interagericy agreement funding
documents for severable services: “These funds are available for services fora
period not to exceed one year from the date of obligation and acceptance of this
order. All unobligated funds shall be returned to the ordering activity no later than
one year after the acceptance of the order or upon completion of the order, which
ever is earlier.”

» Place the following statement on all future interagency agreement fundirg
documents for goods: “I certify that the goods acquired under this agreement are
legitimate, specific requirements representing a b-:ma fide need of the fiscal year in
which these funds are gbligated.”

e Include a specific attestation on your triannual review certification thar all existing
interagency agreements are consistent with DoD policy.

¢ Provide my office witha report on the amounts reviewed and deobligated no later
than July 15, 2006.

.My point of contact is Mr. Dave Patterson. He can be reached at (703) 697-6142

or by e-mail at jack.patterson@osd.mil.
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