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HISTORICAL AND REVISION NOTES
Revised .
section Source (U.S. Code) Source (Statutes at Large)
2206 ......... 5:172h. July 26, 1947, ch. 343,

§409; added Aug. 10,
1949, ch. 412, §11 (24th
par.), 63 Stat. 590.
July 26, 1947, ch. 343,
§308(a) (as applicable
to §409), 61 Stat. 509.

5:171n(a) (as applicable to
5:172h).

The word ‘‘agency’ is substituted for the word ‘‘orga-
nization’. The last sentence is substituted for the pro-
viso in 5 U.S.C. 172h.

AMENDMENTS

1982—Pub. L. 97-258 substituted ‘‘official” for ‘‘offi-
cer’”’ wherever appearing.

§2207. Expenditure of appropriations: limitation

(a) Money appropriated to the Department of
Defense may not be spent under a contract other
than a contract for personal services unless that
contract provides that—

(1) the United States may, by written notice
to the contractor, terminate the right of the
contractor to proceed under the contract if
the Secretary concerned or his designee finds,
after notice and hearing, that the contractor,
or his agent or other representative, offered or
gave any gratuity, such as entertainment or a
gift, to an officer, official, or employee of the
United States to obtain a contract or favor-
able treatment in the awarding, amending, or
making of determinations concerning the per-
formance, of a contract; and

(2) if a contract is terminated under clause
(1), the United States has the same remedies
against the contractor that it would have had
if the contractor had breached the contract
and, in addition to other damages, is entitled
to exemplary damages in an amount at least
three, but not more than 10, as determined by
the Secretary or his designee, times the cost
incurred by the contractor in giving gratuities
to the officer, official, or employee concerned.

The existence of facts upon which the Secretary
makes findings under clause (1) may be reviewed
by any competent court.

(b) This section does not apply to a contract
that is for an amount not greater than the sim-
plified acquisition threshold (as defined in sec-
tion 134 of title 41).

(Added Pub. L. 87-651, title II, §207(a), Sept. 7,
1962, 76 Stat. 520; amended Pub. L. 104-106, div.
A, title VIII, §801, Feb. 10, 1996, 110 Stat. 389;
Pub. L. 111-350, §5(b)(5), Jan. 4, 2011, 124 Stat.
3842.)

HISTORICAL AND REVISION NOTES

Revised

section Source (U.S. Code)

Source (Statutes at Large)

5:174d. June 30, 1954, ch. 432,

§719, 68 Stat. 353.

The following substitutions are made: ‘‘spent’” for
“‘expended’’; ‘“‘United States’ for ‘‘Government’’; ‘‘if a
contract is terminated under clause (1)’ for ‘‘that in
the event any such contract is so terminated’; and
“has . . . that it would have had if”’ for ‘‘shall be enti-
tled . . . to pursue . . . as it could pursue in the event
of”’. The word ‘official”’ is inserted for clarity. The
words ‘“‘entered into after June 30, 1954’ are omitted as
executed.

TITLE 10—ARMED FORCES

§2208

AMENDMENTS

2011—Subsec. (b). Pub. L. 111-350 substituted ‘‘section
134 of title 41" for ‘‘section 4(11) of the Office of Federal
Procurement Policy Act (41 U.S.C. 403(11))”.

1996—Pub. L. 104-106 designated existing provisions as
subsec. (a) and added subsec. (b).

§ 2208. Working-capital funds

(a) To control and account more effectively for
the cost of programs and work performed in the
Department of Defense, the Secretary of Defense
may require the establishment of working-cap-
ital funds in the Department of Defense to—

(1) finance inventories of such supplies as he
may designate; and

(2) provide working capital for such indus-
trial-type activities, and such commercial-
type activities that provide common services
within or among departments and agencies of
the Department of Defense, as he may des-
ignate.

(b) Upon the request of the Secretary of De-
fense, the Secretary of the Treasury shall estab-
lish working-capital funds established under
this section on the books of the Department of
the Treasury.

(c) Working-capital funds shall be charged,
when appropriate, with the cost of—

(1) supplies that are procured or otherwise
acquired, manufactured, repaired, issued, or
used, including the cost of the procurement
and qualification of technology-enhanced
maintenance capabilities that improve either
reliability, maintainability, sustainability, or
supportability and have, at a minimum, been
demonstrated to be functional in an actual
system application or operational environ-
ment; and

(2) services or work performed;

including applicable administrative expenses,
and be reimbursed from available appropriations
or otherwise credited for those costs, including
applicable administrative expenses and costs of
using equipment.

(d) The Secretary of Defense may provide cap-
ital for working-capital funds by capitalizing in-
ventories. In addition, such amounts may be ap-
propriated for the purpose of providing capital
for working-capital funds as have been specifi-
cally authorized by law.

(e) Subject to the authority and direction of
the Secretary of Defense, the Secretary of each
military department shall allocate responsibil-
ity for its functions, powers, and duties to ac-
complish the most economical and efficient or-
ganization and operation of the activities, and
the most economical and efficient use of the in-
ventories, for which working-capital funds are
authorized by this section. The accomplishment
of the most economical and efficient organiza-
tion and operation of working capital fund ac-
tivities for the purposes of this subsection shall
include actions toward the following:

(1) Undertaking efforts to optimize the rate
structure for all requisitioning entities.

(2) Encouraging a working capital fund ac-
tivity to perform reimbursable work for other
entities to sustain the efficient use of the
workforce.

(3) Determining the appropriate leadership
level for approving work from outside entities
to maximize efficiency.
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