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May 20, 2013

MEMORANDUM FOR: Deputy Assistant Administrators

Staff Office Directors
FROM: Mitchell J. Ross & ‘
Director
SUBJECT: Acquisition Alert 13-04 Legacy Contract Obligations and the

Deobligation of Excess Funds

This memorandum is to provide the attached Acquisition Alert 13-04, which is the National
Oceanic and Atmospheric Administration (N OAA) acquisition policy for addressing contracts
awarded prior to Fiscal Year 2007, known as legacy contracts. The policy requires a manual
process of verification of the recorded obligation amount. The acquisition policy also
implements the requirement for prompt analysis of all physically complete contracts to determine
if the deobligation of excess funds is appropriate.

A fiscal year 2012 audit of the Department of Commerce’s consolidated financial statements
identified instances of NOAA obligations that no longer had activity but contained excess
funding amounts requiring deobligation. The audit also identified an instance of an obligation
amount being recorded as more than the contract award amount. This instance occurred in a
prior acquisition system used by the Acquisition and Grants Office (AGO), and no longer occurs
based on system controls within the current acquisition system. The audit recommended the
implementation of an effective internal control policy to review, analyze, and compare the
amounts awarded on contracts to the amounts recorded as obligations. The audit also
recommended that AGO assess whether obligations on inactive contracts are still valid and
determine if deobligations are required.

Acquisition Alert 13-04 is issued to ensure that the Contracting Officer (1) verifies the amounts
awarded on legacy contracts match the amounts recorded as obligations in the Commerce
Business System, and (2) performs an analysis of excess funding on physically completed
contracts in order to determine if deobligations are appropriate.

Questions pertaining to the Acquisition Alert should be directed to Dale Henderson, AGO Policy
and Oversight Division (POD), at dale.henderson@noaa.gov or by telephone at (816) 823-3836.
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May 20, 2013
ACQUISITION ALERT 13-04
NOAA Legacy Contract Obligations and the Deobligation of Excess Funds

This Acquisition Alert (AA) is being transmitted to all NOAA Heads of Contracting Offices
(HCO) for dissemination within their respective Acquisition Divisions.

1. Introduction: The AA is being issued as a two-part acquisition policy. Policy section 5(a) is
applicable to NOAA legacy contracts, which are contracts awarded prior to October 1, 2006.
Policy section 5(b) is applicable to all NOAA contracts, task /delivery orders, and modifications.

2. Purpose: The purpose of AA 13-04 is to implement an internal control policy to ensure:

a. Authorized funding amounts for NOAA legacy obligation documents, such as
task/delivery orders or modifications for NOAA legacy contracts, are reviewed and
compared to the amounts recorded as obligations; and

b. Excess funds are deobligated from all NOAA contracts, task /delivery orders, and
modifications in a timely manner.

3. Background: The Fiscal Year (FY) 2012 audit of Department of Commerce (DOC)
consolidated financial statements identified a NOAA material weakness in financial management
oversight. The identified weakness in the FY12 audit resulted in the recommendation to
implement a NOAA Acquisition and Grants Office (AGO) internal control policy for
strengthening obligation review procedures.

4. Applicability: This acquisition policy is applicable to all NOAA Line and Staff Offices.

5. Policy: The NOAA AGO acquisition policy for funding obligations on NOAA legacy
contracts and the deobligation of excess funds on all NOAA contracts, task/delivery orders, and
modifications is as follows:

a. NOAA Legacy Contracts: The funding amounts authorized in C. Suite shall match the
recorded funding amount in the Commerce Business System (CBS).

1. Before distribution of the NOAA legacy obligation document, the Contracting Officer
(CO) shall request documentation of the recorded obligation amount in CBS from the
Program Office;

2. The CO will verify that the NOAA legacy obligation document amount in C. Suite
matches the recorded amount in CBS; and



3. The CO shall coordinate with the Program Office and the Finance Office to resolve
any funding obligation discrepancy within either C.Suite or CBS, and shall ensure that
the reconciled discrepancy is documented in the official contract file.

b. All NOAA Contracts, Task/Delivery Orders, and Modifications: Any contract,
task/delivery order, or modification containing excess funds shall require an analysis of
the excess funds and the generation of a purchase request for the deobligation of funds in a
timely manner.

1. The CO shall analyze the contract or task/delivery order containing excess funds
within 60 days of physical completion of the work, as defined in FAR 4.804-4 and
CAM 04-03, or subsequent to the final contract payment.

2. During the analysis of the excess funds, the CO will make a determination whether
the excess funding is suitable for deobligation. The CO shall document the contract
file with the performed analysis of the excess funds and, if applicable, the
determination that the deobligation of excess funding is inappropriate.

3. Within 60 days following the analysis, if the CO determines excess funds are
appropriate to deobligate, the CO shall request the Program Office provide a purchase
request for the deobligation of the excess contract or task /delivery order funds.

6. Point of Contact: Questions concerning this Acquisition Alert should be directed to
Dale Henderson, Acquisition and Grants Office (AGO), Policy and Oversight Division (POD) at
dale.henderson@noaa.gov, or by telephone at (816) 823-3836.



