DEPARTMENT OF THE AIR FORCE
HEADQUARTERS SPACE AND MISSILE SYSTEMS CENTER (AFMC)
LOS ANGELES, CA :

17 October 1997
MEMORANDUM FOR RECIPIENTS OF SMC/PK INFORMATIONAL LETTERS
FROM: SMC/PKC

SUBJECT: Incremental Funding of Procurement Funds

1. The attached letter provides the PCO the authority to incrementally fund
procurement funds for contract support services not directly related to production
and delivery of end items. When incrementally funding, PCO’s should
remember to use the Limitation of Government’s Obligation or the Limitation of
Funds clause, as appropriate, to limit the Government's liability to the funds
currently on contract.

2. If you have any questions relative to the above, refer them to Sallie Grubbs,
ext. 3-3208 or PKC, ext. 30004.

WILLIAM E. @RZECH, Chairm
Contracting’ Committee
Directorate of Contracting

Attachment: -

SAF Staff Summary Sheet (dual coord.), 2 Jul 97,
w/signed SAF/AQX/FMB Memo, 29 Sep 97,
w/0SD Policy Memo, 16 May 97,
w/Comp. Gen. Summary

cc: SMC/JA/PM w/o atch
PL/PK
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SAF Funding Guidance for Incrementally Funded Programs 2 July 1997
I
1. Purpose. Proposed SAF/AQX & SAF/FMB joint memo (Tab 1) formalizes Air Force funding guidance as it |

|applies to incrementally funded integration and launch operations contracts, and clarify SAF/AQ and SAF/FM’s j
"intexpretation of the bona fide need ruie i light of the recent OSD increnental funding policy memo (Tab 2). ;

2. Background. During the course f the May 1997 Inertial Upper Szzgc (Ius) Integmﬁoaandl.-umd_:

prior year funds, or roll-over funds (use current and/or prior year funds) to finance the budget year and reduce
the budget year request to put the program back o & year-to-year P&y-as-you-go basis. The OSD position is
consistent with the conclusions drawn in 2 Comptroller General decision cited in 68 Comp. Gea. 170 (Tab 3).

3. Discussion. The OSD Comptroller’s memo, while clear in its tention with regard to TUS program :
‘ncremental funding, is somewhat vague in it's trestment of the bona fide need rule. As a result, this has caused
’omeddayintheﬁmmlananaﬁonoftﬁsnewgzddexm. Inanatz:mptwdaﬁfymdunifomﬁymkmm
(OSD’s guidance across the various SMC feld organizations, the PEO staff believes it is prudent to formally
Idocummt the Air Force’s position on this significant funding policy change.

i{ 4. Recommendation. Both SAF/AQX and SAF/FMB sign letter at Tab 1.

|ROBERT K. SAXER, LtCol, USAF Tabs
{Director, Launch Vehicles 1. Proposed SAF/AQX - SAF/FMB Memo
éPrognm Executive Officer for Space 2. OSD Policy Memo

3. Comp. Gen. Summary

\\N\Ql% g -7
T 0::;‘?,’1" - ﬂgﬁ‘/ﬁ% 4

prd ”
AF Farm 1768, StalY Suomaery Shast Sall Swsnvery Shemt Terplate dac /7 ,//,'2“5&7 ,{1}0

QUEST Tompinte Version 42 2 Xty 1997, 1 73S 4 ) —
e V2~
A W.S




O F o R din ghes e 3
TC-@7T-1987 10:54AM FROM HOAFMC FHA FrMAR FRiAE /8 /7O -
e/ = e

Staff Summary Sheet -
To Actisn Grods, Dute Te Action ) Grade, Dute
EQvEP COORD 2Ty [ QZ 3 ISAF/FMB G
2 |SAF/AQX SIG
Gryde ﬁd Surname of Action Officer Symbol Phome Sospause Deta
Lt Col Saxer AFPEQ/SP 693-8057
SAF Funding Guidance for Incrementally Funded Programs 2 July 1997

1. Purpose. Proposed SAF/AQX & SAF/FMB joint memo (Tab 1) formalizes Air Foree funding guidance as it
applies to incrementally funded integration and launch operations contracts, and daﬁfthF/AQ and SAF/FM’s
imapremionofthcbonsﬁdeneednﬂchﬁghtofthcrmmOSDinmmulﬁmdmgpoﬁcymo(TabZ).

2. Background. DmhgthemxoftheMxyl%?lnaﬁﬂUpp«Smge(lUS)Lmegndoumdlwmh
Opuaziomco:mmawd,OSDiswedaﬁmdh\gpoﬁcymemo(Tnb2)mmattanptwwtﬂemon—going
dispmcwiﬂdntheAirForoeutowh&uhﬁcgmﬁonmdlmmchopemﬁomahoddbeﬁmyor'

funded. The OSD Comptroller concluded in his memo that contractor Support services (integration and launch
operations) budgeted in procurement appropriations should be incrementally funded if they do pot redate to the
dedivery of end items. Forhmtd}yﬁmdedoomws,wdgetsshotﬂdwvwnvdvemmhpaiodsof
pe:formmcecmreapomdingtoﬁwﬁwalwaorwhichthqmappmpdated,andifwmlcostsnn'nouttobc
lessthxnbudgetedcostsforaﬁscalyeu,dxeutheAirFmshoulddtherreprogrammamywor
pﬁorywﬁmds,orroﬂ-ovetﬁmds(usecununmd/orpﬁorywﬁmds)toﬁmncethebudgetywandredxm
theh)dgezyurrequestwputtheprogxmb&ckoazyw-to»ywpay-u—you-gobuis. The OSD position is
condnauwithﬁwcondusiomdnwninaCompmﬂeeraﬂdedxfondtedinésCmnp.Gml70(‘1‘ub3).

3. Discussion. The OSD Comptroller’s memo, while clear in its intention with regard to IUS program
incremental fiinding, is somewhat vague in it s treatment of the boaa fide need rule. As g result, this has caused

some delay i the fill implementation of this new guidence. In an attempt to clarify and uniformly implement
OSD’s guidance across the various SMC field organizations, the PEO staff believes it is prudent to formalfy

document the Air Force’s position on this significant funding policy change.
4. Recommendation. Both SAF/AQX and SAF/FMB sign letter at Tab 1,

ok S

fRosExr K. SAXER, LtCol, USAF Tabs
'Director, Launch Vehicles 1. Proposed SAF/AQX - SAF/FMB Memo
Program Executive Officer for Space 2. OSD Policy Memo '

3. Comp. Gen. Summary
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DEPARTMENT OF THE AIR FORCE

WASHINGTON, DC
Otfice of the Axsistant Secrotary
23 SEP 1397
MEMORANDUM FOR AFPEO/SP
FROM: SAF/AQX SAF/FMB
1060 Air Force Pentagon 1130 Air Force Pentagon
Washington DC 20330-1060 Washington DC 20330-1130

SUBJECT: Incremental Funding of Inertial Upper State (TUS) Integration and Launch
Operations Contracts (OSD Comptrotler Program/Budget) Memoranduzs
for the Record, 16 May 1997)

The referenced memorandum advises that the policy of full funding in the
procurement appropriatons applies to the procureraent of end items. Contractor support
services budgeted for the [US Integration and Launch Operations Contract in the
procurement appropriations may be incrementally funded if the services are not related to
the delivery of end items. Although the memorandum specifically addresses [US, the
concept is applicable to any procurement program where there are contractor support
services which are separate and distinct from the production contract.

In the future, contract support services not directly related to the production and
delivery of an end item will be budgeted for on an annual basis (incremental funding).
Procurement funds for these services should be budgeted in the year the services are
expected to be performed. This policy will be included ig the next update of AF] 65-601,
Vol 1.

During execution years, procurement fugds are available for a need arising at any
time within the period of availability under the bona-fide need rule. Therefore, FY95
funds can be used for a need erismg in FY95, FY96, or FY97. Ina Comptroller General
(CG) decision cited in 68 Comp. Gen 170, the CG rejected the argument that & mujtiple
Yopr appropriation can be obligated only to meet a bona-fide need of the year in which the
funds are appropriated. This decision focused on the Defense Logistics Agency (DLA)
use of two-year Research apd Development (R&D) appropriations, the CG determined
that DLA could use its FY87 R&D funds for a need arising in FY88, stating that “There
i3 0O requirement that 2-year funds be used oanly for the needs of the first year of their
availability.”, The same argument can be applied to other multi-year appropriations.

In view of the above, FY97 TUS Integration and Launch Operations services can
be incrementally funded with Y95, FY96, or FY97 funds. However, it is imperative we
integrate the practices allowed under the law with good business practices. Although
incrementally funding services with any currently available funds is legal, the OSD(C)
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obligation goal for procurement obligations is 80 percent of funds obligated in the first
year of availability. Therefore, if significant amounts of funds are obligated in the second
or third year of availability, the program is vulnerable to reductions due to poor first year
execution performance.

Uf you peed assistance or have questions, the SAF/AQ appropriation manager is
Ms Hughes, and she can be reached at 695-4774.

O@»? wag
GEORGE T. STRINGER, Mai Gen, USAF

Doputy Asaistam Sacretary (Budgey)

Attachments

1. OSD Comptroller (Program/Budget)
Memo for Record, 16 May 97

2. Distribution List
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CFFICE OF THE UNDER SECRETARY OF DEFENSE

1100 DEFENSE PENTAGON
WASHINGTON, DC 20301.1100

CProsxf;m{B}xdgcc) . May 16,1997 -

MEMORANDUM FOR THE RECORD
SUBJECT IncremcnmlFundmgofInemalUppczSLageGUS)hwgnncnmdL&mchOmmOm
Contraces

were added 0 the FY 1993 andcutya:r?rocmzbudge:wqm. If the PBD had meended to
fullyﬁmdlmmchopcmn‘on.sinmeﬁscalycarafthclmmch‘zbmwouldhavcbecna‘hﬁwud"

rcphasingofbudguammtomﬂwmcbapoﬁcychange~butthisdidnothappcn.

Tte full funding policy applies to end items (i.e., deliverable hardware) budgeted in
Procurcment appropriations. Cantractor IPPOLt services budgeted in Procurement iati

equipmmLetz)mdforwnmmwmtheIUwalannch. The hardware items
muwumbﬁmmmmmmmumwam

shouldcithct(a)rcpmgmmcmthcexmsqmcrpﬁarycarﬁmdsm(b)WQeammdpﬁor
yearfundswitbmthcptomnwﬁnmmebudgaywmdmdnccdxbudgetywmquput
the program back on 3 year-lo-yesr pay-as-you-~go basis.

Clendn ™S,
%S. Baker
CONCUR-,__{ /“"/

Reaald G, Garane

U



SAF/AQC
SAF/AQP
SAF/AQQ
SAF/AQS
AFPEO/AT
AFPEO/BA
AFPEO/FB
AFPEQ/IL
AFPEOQ/JSF
AFPEQ/WpP
AFPEO/WS
AF/LS
AF/ILM
AF/XO01
AF/X00
AF/XOP
AF/XOR
AF/XOX
AF/XPE
AF/XPM
AF/XPpP
AF/TER
AF/REC
NGB/FM
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tracts with suppliers, including the exact prics, were not
and executed uneil & subsequent fiscal year, $1 Comp. Gen. 608

(1982).

' Several sections of this » starting with B.4, expiore the
appllmmamebon-ﬁdemedaruletnvmoumotmm-
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Avallabilicy of Approptarions: Time

tionmrnneedartﬂnginr-‘?lm “‘merelsnorequkema\tthazz-
yearmndsbetwedmuyforcheneedsotmeﬂmymofm
availabliity.” Id. at 172,

Ittonawsthatmcbmaﬂdeneedarmedoesrwtwplwa-Year
funds. 43 Comp. Gen 657, 661 (19064).

% could use its FY 1987 2-year Research and Development appropria.
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2. Future Years' Needs An appropristion may not be used for the needs of some tme
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