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Information Paper

SUBJECT:  Economy Act Orders-Recent Funding Changes

1.  Purpose.  To provide information on the recent Army policy change on funding of Economy Act orders (MIPRs, Support Agreements, etc.).

2.  Facts.

    a.  In general, there are two ways to fund orders issued under the Economy Act, reimbursable and direct cite.  In the past, DFAS-IN Regulation 37-1 allowed the ordering activity and the performing activity to select the funding method for most Economy Act orders.  This changed with the transmission of Msg, HQDA, SAFM-BUC-E, 131348Z JUL 98, Subj: Revised Army Policy on Acceptance of Economy Act Orders.  That message states a new Army policy requiring that most Economy Act orders be direct cite if the order requires a new contract to be awarded or requires issuance of a task order or delivery order under an existing contract.  

b.  This policy has resulted in a change to DFAS-IN Reg 37-1 and the details of that change can be found in Msg, DFAS Indianapolis Center, 211451Z JUL 98, Subj: Revised Army Policy on Acceptance of Economy Act Orders.  FORSCOM has also issued guidance on this policy change in the form of a 20 July 1998 e-mail to installation RM's, including the Fort Bragg IBO-RM.

c.  A reimbursable MIPR allows the performing activity to incur, and pay, expenses to perform services for the ordering activity.  Thereafter, the performing activity bills the ordering activity for the actual cost of services provided.  Although payment for the services is not made until after the expenses have been incurred, the ordering activities' funds are obligated when the performing activity accepts the order, even if they will be issuing a contract to provide some of the service at some later date.  Prior to the recent policy change, reimbursable orders were normally used when there was a mix of in-house and contracted support to be performed.
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d.  The direct cite method requires the ordering activity to provide a fund cite when they order the support.  That fund cite is then charged by the performing activity for support rendered.  

When a contract, a delivery order, or a task order is to be issued as a part of the support, the fund cite is used on that instrument.  The ordering activity's funds are not obligated until the contract is awarded or a delivery order or task order is issued.  The obligation, of course, won't be posted to the ordering activity's books until the performing activity notifies the ordering activity that the contracting action has been completed.  This timelag can be important when ordering activities are trying to manage funds as the FY comes to a close.  Without close coordination, the ordering activity could lose funds because a contract was not awarded (or delivery order or task order issued) by the performing activity before the funds expired.

e.  The new policy DOES NOT apply to Economy Act orders that will be performed using purely in-house resources.  Those orders that will use in-house civilian labor, TDY, utilities, or delivery of supplies/equipment from existing stocks can still be reimbursable.  However, if there is a mixture of in-house and contract work the new policy requires the issuance of two orders; a reimbursable order for the in-house support and a direct cite order to cover the contract support.
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