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1.  Contractual Purchases:  “Other Contract” costs (IF4 DBC 7489) are not to exceed 15% of total contract costs.  Two new cost categories have been added to allow activities to identify costs more specifically:





Goods/Services from Other Agencies:


  IF-4		DBC 7487


  IF-5		DBC 7787


  IF-5A		DBC 7887


Research and Development Contracts:


  IF-4		DBC 7495


  IF-5		DBC 7795


  IF-5A		DBC 7895





For the FY 00 President’s Budget submission, the direct/service center portion of “Other Contracts” (IF-4 total less IF-5/IF-5A overhead) was moved to Research and Development Contracts (DBC 7495).  (For Carderock the direct/service center portion of “Other Engineering Support” was transferred, since that DBC was used instead of Other Contracts to budget direct work not categorized elsewhere).





2. DFAS Customer Funding (Fund-27)  DFAS Customer Rates are provided at attachment (a).  FY 01 rates are based on FY 00 rates plus 1.6% inflation.  Costs by category on the Fund-27 are calculated by multiplying estimated workload by the standard rate.  





Note that, beginning in FY 00, DFAS is charging for accounting services on a billable hour basis rather than via a flat fee per monthly statement.  This change is expected to increase costs significantly; be sure to show this increase on your Fund-6. DFAS is to provide FY 99 hours through January as a basis for estimating FY 00 and 01 hours; these will be forwarded as soon as they become available.  





3. Depreciation Expense  The latest changes to depreciation policy were published in USD memo of 22 Oct 98 (copy provided separately); these changes have not yet been incorporated in the FMR.  





Of interest is the change in the recovery period for internally developed software (including DIFMS) from ten years to five years, effective in FY 2000.  Because the previous change of the recovery period for internally developed software to ten years was effective in FY 1998, activities implementing DIFMS in FY 1998 and FY 1999 will have a ten year useful life, while those implementing in FY 2000 and beyond will have a five year useful life.





A copy of additional proposed changes in depreciation policy has also been provided separately.





4. Problem Disbursements  DBC 4301, Extraordinary Expense – Unmatched, has been established to implement Under Secretary of Defense (Comptroller) (USD(C)) direction requiring that problem disbursements which cannot be corrected within 180 days must be recorded as an expense.  Activities should budget for write-off of these amounts, as well as costs incurred to correct problem disbursements, as appropriate.  Amounts should be highlighted in your Fund-6 and Narrative.





5. Crosschecks between IF-4 and Other Exhibits.  Please insure that the following amounts are in agreement in your budget submission.  Overhead costs should be included in the associated DBCs on the IF-5/IF-5A.





DBC 7439, Financial Operations (DFAS) equals total costs on your Fund-27.


DBC 7331, DFAS Information Services includes DIFMS CDA assessment.  (No costs were budgeted in this DBC last year; please note where DIFMS CDA costs were shown.


DBC 7339, Defense Megacenters (DISA) includes DIFMS operating cost assessment.


DBC 7462, Contract Studies, Analysis, & Evaluation; DBC 7463, Management & Professional Support Services; and DBC 7464, Engineering & Technical Services should agree with the appropriate categories on the PB-15.








