Enclosure 2 

Definitions 

Activity Based Costing (ABC) A cost accounting method used to measure the cost and performance of process related activities and cost objects. Costs are assigned to objects, such as products or customers, based on customer use of activities. This method recognizes the causal relationship of cost drivers to activities. 

Approval Authority A component commander, director, or chief who has responsibility for personnel, materials and equipment utilized in providing the support, or responsible individual who has authority over the mission receiving support. 

Base Support Refers to the resources involved with operating and maintaining Army installations. Detailed definitions of individual base support services can be found in DA PAM 37-100-95. 

Basis For Reimbursement A dollar value for a defined unit of service or product (e.g., KBTU $3,600.00 per KBTU annually per square foot of occupied office space, $800 per each occurrence) documented in block 7.b., DD Form 1144. 

Direct Cost The cost of resources directly consumed by an individual activity (i.e., provision of a service). A cost that is specifically identified with a single cost object. 

DoD Components Components (e.g., installation, activity, customer/tenant) of the Office of the Secretary of Defense, the Military Departments, the Joint Staff, the Unified Commands, the Defense Agencies, Army Reserves, Army National Guard, Navy and Marine Corps Reserves, Air Force Reserves, Air National Guards, and the DoD Field Activities. 

Government Components Components of non-DoD Federal Departments and Agencies, state and local Governments, and Cooperative Administrative Support Units (CASUs). 

Incremental Cost The increase or decrease in costs that would result from a decision to increase or decrease output level, to add a new service or task, or to change any portion of operations. 

Indirect Costs (Overhead) Indirect costs, sometimes referred to as overhead or general and administrative costs, consist of costs that cannot readily, or directly, be identified to a specific customer. Examples of indirect costs are the command element, division supervision, office supplies, etc.. Such indirect costs shall not be included in unit costs. 

InterGovernmental Support Support provided by a DoD Component to a Governmental Component, and vice versa. 

InterService Support Support provided by one DoD Component to a DoD Component of another Military Service, Agency, Unified Command, Reserve, Guard, or Field Activity. 

IntraService Support Support provided by one Army activity to another Army activity, e.g. TRADOC school on FORSCOM installation. 

Memorandum Of Agreement (MOA) A document that defines general areas of responsibility and agreement between two or more parties, normally headquarters or major command level components, that stipulates an amount of reimbursable cost. An MOA may contain mutually agreed upon statements of facts, intentions, procedures, parameters, and policies for future actions and matters of coordination. MOAs that establish responsibilities for providing recurring support shall be implemented by an ISA (DD 1144). The ISA shall specify the services and define basis for reimbursements. 

Memorandum of Understanding (MOU) A document that defines areas of mutual understanding between two or more parties, normally Headquarters or major command level components that does not stipulate cost reimbursements. MOUs may identify expectations of recurring support that normally are limited to short term requirements not exceeding three years. 

Non-Reimbursable Support The cost of providing services that are within the mission of the host activity and are provided to all customers/tenants, regardless of use and for which individual use cannot be accurately measured, should be budgeted by the host activity and provided to the customer/tenant on a nonreimbursable basis. See enclosure 1. 

Performance Measure An indicator that is causally related to and varies with the performance of an activity or service and can be used in decisions to control or improve that activity or service. 

Standard Service Costing (SSC) A costing and performance measurement methodology that relates the level of quality of a service to the cost of providing that service. 

Support Agreement An agreement to provide recurring support to another DoD Component or Governmental Components. Support Agreements are recorded on a DD Form 1144, or a similar format (e.g., computer generated form.) They define the services and products to be provided by one supplier to one or more receivers, specify the basis for calculating reimbursement charges (if any) for each service or product, establish the billing process and frequency, and specify other terms and conditions of the agreement. The term Support Agreement, as used herein, is inclusive of agreements referred to as InterService Support Agreements. 

Support Agreement Manager (SAM) The person at each DoD Component who is responsible for preparing and administering Support Agreements and related MOAs/MOUs. Preparation of agreements includes collecting, from appropriate sources, all information needed to draft agreements and facilitate related negotiations, coordinations, approvals, and implementation. 

Reimbursable All identifiable and significant costs incurred by the provider/host on behalf of the customer/tenant should be considered reimbursable costs. See enclosure 1. 

Traceability The ability to assign a cost directly to a specific activity or cost object by identifying or observing specific resources consumed by the activity or cost object.

