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MEMORANDUM FOR CHIEF MANAGEMENT OFFICER OF THE DEPARTMENT OF 
DEFENSE 

SECRETARIES OF THE MILITARY DEPARTMENTS 
CHAIRMAN OF THE JOINT CHIEFS OF STAFF 
UNDER SECRETARIES OF DEFENSE 
CHIEF OF THE NATIONAL GUARD BUREAU 
GENERAL COUNSEL OF THE DEPARTMENT OF DEFENSE 
DIRECTOR OF COST ASSESSMENT AND PROGRAM 

EVALUATION 
INSPECTOR GENERAL OF THE DEPARTMENT OF DEFENSE 
DIRECTOR OF OPERATIONAL TEST AND EVALUATION 
CHIEF INFORMATION OFFICER OF THE DEPARTMENT OF 

DEFENSE 
ASSISTANT SECRETARY OF DEFENSE FOR LEGISLATIVE 

AFFAIRS 
ASSISTANT TO THE SECRETARY OF DEFENSE FOR PUBLIC 

AFFAIRS 
DIRECTOR OF NET ASSESSMENT 
DIRECTORS OF DEFENSE AGENCIES 
DIRECTORS OF DOD FIELD ACTIVITIES 

SUBJECT: Continuing Implementation of the Reform of the Military Health System 

This memorandum directs the continued implementation of the Military Health System 
(MHS) organizational reform required by 10 U.S.C. § 1073c, and sections 711 and 712 of the 
John S. McCain National Defense Authorization Act (NDAA) for Fiscal Year (FY) 2019. The 
DoD policy for this reform is guided by the goals of improved readiness, better health, better 
care, and lower cost. The Department will advance these objectives through specific 
organizational reforms directed by Congress and the continued direction of the Secretary of 
Defense and the National Defense Strategy. 

These organizational refonns will be executed initially through Direct Support 
agreements entered into between the Defense Health Agency (DHA) and each Military 
Department. These agreements will ensure that operation of the MHS continues in an efficient 
and effective manner during the transition of capability and resources from the Military 
Departments to the DHA. The DHA will establish its headquarters and market management 
capabilities through a conditions-based approach that will require it to meet clear, objective 
conditions that demonstrate the DHA ' s capability and capacity for management of Military 
Medical Treatment Facilities (MTFs) and Dental Treatment Facilities (DTFs). The MHS 
Executive Review will continue to execute the transition governance structure through the Senior 
Transition Leadership Team (STL T). 

The STL T will oversee D HA' s progress toward meeting the transition conditions under 
the Direct Support framework and will make recommendations, as necessary, to ensure the 
Department meets transition plan goals and milestones. 
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Effective the date of signature on this memorandum, the Department will take the next 
significant steps toward making the DHA responsible for the management and administration of 
all MTFs/DTFs. To accomplish these important Department objectives, I direct the following: 

• Effective the date of signature on this memorandum, authority, direction, and control 
over the CONUS-based MTFs and DTFs, along with those in Alaska, Hawaii , and 
Puerto Rico, will transfer from the Military Departments to the DHA. The 
management of these MTFs and DTFs during FY 2020 will be executed through 
Direct Support agreements currently in effect between the DHA and each Military 
Department and will ensure that operation of the MHS continues in an efficient and 
effective manner during the transition of capability and resources from the Military 
Departments to the DHA. 

• In FYs 2020 and 2021, the DHA will mature its headquarters and market 
management structure through a conditions-based approach that will establ ish and 
meet clear, objective conditions that demonstrate the DHA' s capability and capacity 
for management of MTFs. The DHA will establish and meet conditions for MTFs 
that transferred to their authority, direction, and control on October 1, 2018, before 
establishing additional market offices or ending Direct Support for MTFs and DTFs 
listed in the attachment. 

• Not later than February 1, 2020, the Under Secretary of Defense for Per'sonnel and 
Readiness (USD(P&R)) will submit an update to me on the progress of the MHS 
transition and an updated implementation plan incorporating any new or revised legal 
requirements set forth in the NOAA for FY 2020. This updated plan will include the 
conditions based milestones and anticipated timeline to transition all functions and 
capability for the administration and management of MTFs and DTFs from the 
Military Departments to the DHA, and shall ensure statutory compliance. 

• The Assistant Secretary of Defense for Health Affairs serves as the resource manager 
for the Defense Health Program (DHP) appropriation and is responsible for the 
allocation and reallocation of the funds in the DHP account in accordance with 
existing DoD Directive 5136.01 and Office of the Secretary of Defense guidance. 
Any proposed changes to that guidance Shall be coordinated with the Under Secretary 
of Defense (Comptroller)/Chief Financial Officer, and included in the· USD(P&R) 
update not later than February 1, 2020. 

• The Chief Management Officer will update DoD Directive 5136.13, " Defense Health 
Agency (DHA)," consistent with the law and this memorandum, and present it for 
approval no later than February 1, 2020. 

The USD(P&R) is authorized to take other actions as appropriate to implement the law 
and this memorandum. 

Attachment: 
As stated 
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