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MEMORANDUM FOR DISTRIBUTION

Subj: LIMITATIONS ON THE USE OF CONTRACTS AND OTHER AGREEMENTS
WITH DOD NONAPPROPRIATED FUND INSTRUMENTALITIES (NAFIs)
PURSUANT TO 10U.S.C. 2492

Ref: (a) OASN(RDA)ABM memo of November 18, 1997, Subj: Contracting With
Military Exchanges and Other Nonappropriated Fund Instrumentalities (NAFI)
for Goods and Services

Encl: (1) Under Secretary of Defense (Personnel and Readiness) memo dtd Dec 29,2004

Enclosure (1), which clarifies the purposes for which Department of Defense NAFIs
may enter into contracts or other agreements pursuant to 10 U.S.C. 2492 (formerly
10 U.S.C. 2482a), is forwarded for your information.

Please be aware of the limitations addressed in enclosure (1) when contracting or
entering into other agreements with NAFIs.

Please also be aware that the policy in reference (a) still applies. The statute does not
alter procurement laws or regulations applicable to appropriated funds. Actions taken
pursuant to 10 U.S.C. 2492 must comply with all applicable laws and regulations and
adhere to high standards of fairness and good business judgment.

. a
Chief of Staff/Policy for DASN(ACQ)
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UNDER SECRETARY OF DEFENSE
4000 DEFENSE PENTAGON
WASHINGTON, D C 20301 4000

FERRIONNEL AN
HE A{HIINESLS

MEMORANDUM FOR SECRETARIES OF THE MILITARY DEPARTMENTS
DIRECTOR, ADMINISTRATION AND MANAGEMENT
DIRECTORS OF THE DEFENSE AGENCIES

SUBJEC T 1imitations on the Use of Contracts and Other Agreements with Dob)
Nonappropriated Fund Instrumentalities (NAF1s) Pursuant to 10 TER.CL 2492

I his office has received recent reports that the Military Services may be using
[ LS., 2492 o enter into agreements with Doly NAFIs to provide goods and services
that are not within the authorized activitics of or of direet benefit 1o exchanges and
morale. welfare and recreation {MWR) programs. Further. these agreements may result
in the loss of jobs established for the severely handicapped and blind pursuant to the
Randolph Sheppard Act. 20 TLS.CL 107-107f (the RSA). and the Javits-Wagner-0"Day
Act, 41 U S0 40-48(¢) (JWOD). This pelicy memorandum clarifies the purposes for
which Dol NAL L mav enter into contracts or other agreements with Dobld clements and
other Federa) Departments, Agencics. or instrumenialitics, pursuant to 10 18,0 2492,
for the provision of goods and servives, and provides riteria for evaluating the benefit o

the NAKL

Contracts or other agreements established between NAFIs and Dol clements
pursuant to 1 U S.C. 24920 shall be limited to NAFIs directly supporting Armed Serviee
Fxchange, Military MWR, Civilian MWR. and Lodging programs. NAFIs may enter
mlo contracts or agreements to provide those goods and services specifically authorized
for exchanges pursuant to Dol Instruction 133021, Armed Services bxehange
Regulations (ASER:: military MWR activities as detined in Dol Instruction 101510
Programs for Mititury Marale, Welfare, and Recreation (MR} civilian MWR activities
ax defined in Dol 1013.8-R, DoD Civilian Emplovee Morate Welfare and Recreation
Activiries and Supporting Nonappropriated Fund Insiremenralities Regulation. and
lodging activities as defined in Dol) Directive 013,11, Lodging Resource Policy. Under
this authority, Dol> NAFIs may also provide services inherent to their internal operation.
Dol NAFIs shall not enter into contracts or agreements with Do elements or other
Federal Departments, Agencies or instrumentalities for the provision of goods and
services that will result in the loss of jobs created pursuant to the RSALIJWOD. or small
business programs.
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Betore entering into a contract or other agreement pursuant to 10 ULS.CL 2492 the
NAF custodian shall ensure that the agreement or contract will financially benefit the
NAFL considering fixed and variable direct and overhead costs (meluding depreciation.

I'lie next change to Dob) Directive 410567, Nasappropricted Pund Prociaemeit
Poficv, shall include this policy change.
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