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Subj: FUNDS ADMINISTRATION POLICY FOR CONTRACT
MODIFICATIONS (36-96)

Encl: (1) DOD Comptroller memo of 20 Apr 92

1. The Chief Financial Officers Act of 1990 established
Agency Chief Financial Officers (CFOs) for a number of
agencies, including the Department of Defense. Agency CFOs
are required to oversee all financial management activities
relating to the programs and operations of the agency. The
CFO has ultimate responsibility for policies and procedures
associated with fiscal matters.

2. The Contracting Officers are responsible for assuring
that all requirements of law and procedure are followed.

The Contracting Officer determines whether a modification is
within the contract scope based on all governing factors.

If a modification is not within the contract scope, there is
a need for a determination under FAR Part 6, Competition in
Contracting Act (CICA), and the authority for the
modification is a supplemental agreement, not the Changes
Clause nor any other contract clause. When the modification
is within the contract scope, it is issued pursuant to the
Changes Clause or another contract clause, such as Differing
Site Conditions, Option, etc. However, the Contracting
Officer should seek advice from the Comptroller and Counsel
concerning appropriate funding of a particular modification.

3. There may be a difference between contract scope and
fiscal scope, and this difference in definitions has caused
confusion. For example, when a contract funded with annual
funds has an option for a second year, the modification
exercising the option at the beginning of the fiscal year 1is
within contract scope; however, this option is not
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Subj: FUNDS ADMINISTRATION POLICY FOR CONTRACT
MODIFICATIONS (36-96)

considered to be “fiscally in-scope” and requires new
current year annual funds.

4. Enclosure (1), which contains a matrix summary
representing a generalization of more specific guidance
contained in Chapter 25 of the DOD Accounting Manual, is

provided for your information.
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ROBERT R. BOYER
Director, Contracts

Distribution:

COMPACNAVFACENGCOM (00, 02)

COMLANTNAVFACENGCOM (00, 02)

CO SOUTHWESTNAVFACENGCOM (00, 02)

CO SOUTHNAVFACENGCOM (00, 02)

CO NORTHNAVFACENGCOM (00, 02)

CO EFA CHESAPEAKE (00, 02)

CO EFA NW (00, 02)

CO EFA MIDWEST (00, 02)

CO EFA MED (00, 02)

CO EFA WEST (00, 02)

CO PWC JACKSONVILLE (00, 200)

CO PWC PEARL HARBOR (00, 200)

CO PWC GUAM (00, 200)

CO PWC GREAT LAKES (00, 200)

CO PWC NORFOLK (00, 02)

CO PWC PENSACOLA (00, 200)

CO PWC SAN DIEGO (00, 200)

CO PWC SAN FRANCISCO (00, 200)

CO PWC YOKOSUKA (00, 200)

CO PHC WASHINGTON (00, 200)

PMR TEAM

CO, CIVIL ENGINEER CORPS OFFICERS SCHOOL

NAVAL FACILITIES CONTRACTS TRAINING CENTER

NAVAL FACILITIES CONTRACT OFFICE, PORT HUENEME (27)



- -
- - e wr - -

omcL OF ™I COMPTROLLLR OF THL DIPARTMINT OF DLFENSL

WASHINGTON, DG 203011109

APR 20 8%

NEMORANDUM FOR UNDEA SECRETARY OF DEFENSE (ACQUISITION)
ASSISTANT SECREZTARY OF DEFENSE (PRODUCTION AND
LOGISTICS)
ASSISTANT SICRETARY OF THE ARMY (PINANCIAL

MANAGEMINT)
ASSISTANT SECRETARY OF THE NAVY (PINANCIAL

MANAGEMENT) .
ASSISTANT SECRETARY OF TRE AIR PORCE (PINANCIAL

MANAGEMENT AND COMPTROULER)
DIRECTORS OF THE DEPENSE AGENCILS

DIRZCTOR, WASAINGTON BEADQUARTERS SERVICES

SUBJECT: DoD Accounting Guidance for Contract Changes

In a separate me=orandum, updated quidance wvas recently
provided regarding whether to charge expired or current funds

for contract changes.

Fasentially that guidance indicated that DoD Components
should follow the provisions of Chapter 28 of the DeD Accounting
Manual. Attached, for your convenience, is a matrix which
sunnarizes the provisions of Chaptes 2%, The matrix is only 3
summary and represaents 2 generalization of more specific
quidance contained in Chapter 25. As such, the guidance should
not be used as a scle souice of teference by ivself. Rather, it
should be used in conjunction witzh all other applicable guidance

tegarding the use of current, expired, and canceled accounts.

Questions on the attached matrix may be directed to the

Director for Accounting Policy, Mr. Nelson Toye, or to
Ms. Susan Williams of his staff. Mc. Toye may be reached at
(703) 635-7000 (DSN 225-7000). Ms. Nilliams zay be reached at

(703) 637-3193 (Ds¥ 227-3133).

IR Alvin Tucker
e e Deputy Cemptrollet
(Managenent Systems)

Attachment
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FUNDING POLICY POR CONTRACT CHANCES

.. Type of Change
(After Funds Have Expired for New
Obligations)

Punding
Source

Report Required to
be Submitted to

DoD Comptroller -
(I£ Change Exceeds:

$4 Million);
or to Congress
(I£f Change Exceeds
$25 Million)

— —— —— —
Inceative, Award Pees, and Target-to-

- —
Exyired

No

Not Canceled. (Subject to lesser of 1%
of current year funds or the unexpendad
balance of the original appropriation.)

Ceiling Cost Growth on Incentive Fee Funds,
Contracts M Account
Price Inflation (Zscalation or Econcmic Expired
Price Adjustments) Punds, No
M Account |
© [wWithin-Scope Contract Changes to Include: l
a. Within-scope contract amendments Expized
runds, Yes 1
M Account |
b. Within-scope error ccrrections or '
formalization of an informal Expired Yes
agreement that do not result in a Punds, l
nev procurement M Account :
¢. Within-scope claims and Expired
sattliements Punds, Yes
M Account
2 | change-in-Scope (Out-of-Scope) Contract !
Changes to Include: !
a. Increases in quantities Current
Year PFunds No
b. Increases in required levels of Current
service perforzance Year Funds No
¢. Change-in-scope claims and Current
settlements Year Funds No
" . |Contract Defaults Resulting in Ixpired ’
Z' | Reprocurement Contract Actions Punds, Yes
M Account
Billing for Work Performed before Fund .
Expiration. (If work is performed--i.e., Expired Yes
an obligation is incurred=--but not Punds,
documented before funds expire, expired M Account !
funds are the proper funding source.)
 Amounts Which Would Otherwise be
"Chargeable to a Canceled Account Were It Current No
Year Punds
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