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Baseline FY 2004

Message Change 04-03

See para. 1f  below and all areas highlighted in red concerning capitalization threshold.

====================================================================================================

Baseline FY 2003

Message Change 03-10

See highlighted change in  * para under para 2.

Message Change 03-08

See change n para 1d and new para 1e below.
Message Change 03-07

Public Law 108-7, "Consolidated Appropriations Resolution amended the FY 2003 DoD Appropriations Act to raise the expense/investment threshold from $100,000 to $250,000.  (Division M, Section 106).  The threshold is effective 20 February 2003 and is not retroactive to 1 October 2002.  All non-centrally managed items under the threshold must be procured with O&M as of 20 Feb 2003.  See highlighted changes throughout this chapter.

1.  References:

     a.  DoD  7000.14-R, Volumes 2 A & B, "Financial Management Regulation Budget Presentation and Formulation",  June 2000.

     b.  ASA(FM) memorandum, May 25, 1990, Subject:  Policy for Application of the Expense/Investment Criteria for the Purchase/Modification of Information Technology Software and Hardware; and ASA(FM) memorandum, December 13, 1991, same subject.

     c.  AR 25-1, "Army Information  Management ".

     d.  Public Law 108-7, ‘‘Consolidated Appropriations Resolution, 2003”, amended the FY 2003 DoD Appropriations Act to raise the expense/investment threshold from $100,000 to $250,000. (Division M, Section 106).  This threshold is effective on 20 February 2003 and is not  retroactive to 1 October 2002.   
    e.  OUSD(C) Memorandum of March 11, 2003, Subject:  Expense-Investment Threshold.  “For the remainder of FY 2003, Operation and Maintenance funds (operating expense for the Defense Working Capital Funds (DWCF)) may be used to purchase items with a unit cost of not more than $250,000.  However, the Department should continue to use procurement funds to purchase items that were budgeted in the Procurement appropriations.”

    f.  OUSD(C) Memorandum, September 22, 2003, Subject: Capitalization Threshold.  "The Department's capitalization threshold for accounting  purposes is not changed as a result of the change in the expense-investment threshold and will continue to remain at $100,000."  "The $250,000 expense-investment threshold is only applicable to General Fund activities.  Since Defense Working Capital Fund Activities (DWCF) rates are developed using depreciation of capitalized assets, the expense-investment threshold will remain at the capitalization threshold of $100,000.

2.  Summary:  This appendix provides guidance on the current expense/investment criteria used for budgetary purposes to determine how specific costs are financed in DoD appropriations.  The guidance was derived from the above references.  General guidance covering expense/investment criteria was obtained from DoD sources.  Specific guidance covering Information Technology (IT) was obtained from Army sources and updated based on the current dollar threshold.  This guidance is applicable to all Army components purchasing and/or modifying of a hardware and software for systems governed by AR 25-1, "Army Information Management" including the Army Model Improvement Program.

At the present time the unit cost dollar threshold for expense/investment costs used for budgetary purposes is $250,000 for General Funds and $100,000 for Army Working Capital Funds (AWCF).   At the present time, the threshold for accounting and capitalization remains at $100,000 and was unchanged by the increase in the expense/investment threshold.

     Changes to guidance issued by the Army Budget Office may supersede the guidance contained in this appendix, at any time.
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4.  Point of Contact:  Questions regarding the policy of this area may be directed to the Budget Execution, Policy, and Funds Control Division, Army Budget Office, SAFM-BUC-E, RM D344, Pentagon, Washington DC, 20310, DSN 222-7868 or Commercial

 703-692-7868.

A.  Basic Distinctions Between Expense and Investment Costs

All costs may be classified as either an expense or an investment.  Expenses are the costs incurred to operate and maintain the organization, such as personal services, supplies and utilities.  Costs that result in the acquisition of or addition to end-items are investments.  These costs benefit future periods and generally are of a long-term character such as real property and personal property.

The criteria for cost definitions consider the intrinsic or innate qualities of the item, such as durability in the case of an investment cost of consumability in the case of an operating cost, and the conditional circumstances under which an item is used or the way it is managed.

In all cases where the definitions appear to conflict, the conditional circumstances will prevail.

B.  Policy for Expense and Investment Costs

     1.  DoD policy requires cost definition criteria that can be used in determining the content of the programs and activities that comprise the Defense budget.  The primary reasons for these distinctions are to allow for more informed resource allocation decisions and to establish criteria for determining which costs are appropriate to the various defense appropriations.

     2.  The cost definition criteria contained in this policy are only applicable to the determination of the appropriation to be used for budgeting and execution.  Cost definitions for accounting purposes are contained in separate accounting guidance and regulation including the DoD Financial Management Regulation (7000.14R) and DFAS-IN Regulation 37-1. 

     3.  Costs budgeted in Operation and Maintenance and Military Personnel appropriations are considered expenses.  Costs budgeted in the Procurement, Research, Development, Test and Evaluation and Military Construction appropriations are considered investments.  Costs budgeted in Family Housing appropriations include both expenses and investments.  The procurement of material by the stock funds is not classified as either an expense or an investment.

     4.  Items procured from a stock fund/ Army Working Capital Fund (AWCF) will be treated as expenses in all cases except when intended for use in weapon system outfitting, government furnished material (GFM) on new procurement contracts, or for installation as part of a weapon system modification, major reactivation or service life extension.

C.  Procedures for Determining Expenses Versus Investments

The following criteria will be used to distinguish those types of costs to be classified as expenses from those to be classified as investments for budgeting purposes:

     1.  EXPENSES.  Expenses are costs of resources consumed in operating and maintaining the Department of Defense.  When costs generally considered as expenses are included in the production or construction of an investment item, they shall be classified as investment costs.  Military personnel costs are an exception to this rule.  The following guidelines shall be used to determine expense costs: 

         a.  Labor of civilian, military, or contractor personnel.

         b.  Rental charges for equipment and facilities.

         c.  Food, clothing, and fuel.

         d.  Supplies and materials designated for stock fund\AWCF management are expenses, except for those items procured as part of the initial outfitting of a weapon system; government-furnished material on new procurement contracts; or for installation as part of a weapon system modification, major reactivation or service life extension; which are considered investment.

         e.  Maintenance, repair, overhaul, and rework of equipment.

         f.  Assemblies, spares and repair parts, and other items of equipment that are not designated for centralized item management and asset control and which have a system unit cost less than the currently approved dollar threshold of $250,000 ($100,000 for AWCF) for expense/investment determinations.  This criterion is applied on the basis of the unit cost of a complete system rather than on individual items of equipment or components that, when aggregated, become a system.  The concept of a system must be considered in evaluating the procurement of an end item.  A system is comprised of a number of components that are part of and function within the context of a whole to satisfy a documented requirement.  In this case, system unit cost applies to the aggregate cost of all equipment items being acquired as a new system.

         g.  Cost of incidental material and items that are not known until the end item is being modified are conditional requirements and are considered expenses because the material is needed to sustain or repair the end item.

         h.  Engineering efforts to determine what a modification will ultimately be or to determine how to satisfy a deficiency are expenses.

          i.  Real property maintenance, including facility maintenance and repair and O&M funded minor construction projects.

     2.  INVESTMENTS.  Investments are  costs to acquire capital assets  such as real property and equipment.  The following criteria shall be used to determine those costs to be classified as investments:

         a.  All items of equipment, including assembles, ammunition and explosives, modification kits, (the components of which are known at the outset of the modification), spares and repair parts not managed by the AWCF,  that are subject to centralized item management and asset control.

         b.  All equipment items that are not subject to centralized item management and asset control and that have a system unit cost equal to or greater than the currently approved expense/investment dollar threshold of $250,000 ($100,000 for AWCF).  The validated requirement may not be fragmented or acquired in a piecemeal fashion in order to circumvent the expense and investment criteria policy.

         c.  Construction, including the cost of land and rights therein (other than leasehold).  Construction includes real property equipment installed and made an integral part of such facilities, related site preparation, and other land improvements.  (See paragraph F below for special guidance concerning real property facilities.)

         d.  The costs of modification kits, assemblies, equipment, and material for modernization programs,  ship conversions, major reactivations, major remanufacture programs, major service life extension programs, and the labor associated with incorporating these efforts into or as part of the end item are considered investments.  All items included in the modification are considered investment even though some of the individual items may otherwise be considered as an expense.  Components that are not part of the modification content at the outset and which are subsequently needed for repair are expenses.  The cost of labor for the installation of modification kits and assemblies is an investment. 

         e.  Supply management items of the AWCF designated for weapon system outfitting, government-furnished material on new procurement contracts, or for installation as part of a weapon system modification or modernizations, major reactivation or service life extension.

f.  Also considered as investments are support elements such as data, factory training, support equipment and interim contractor support (ICS), which are required to support the procurement of a new weapons system or modification.

     3.  CONDITIONAL CASES.  The following are conditional cases which take precedence over the criteria contained in paragraphs one and two above:

a.   A major service-life extension program, financed in procurement, extends the life of a weapon system beyond

its designed service life through large-scale redesign or other alteration of the weapon system.

b.  Depot and field level maintenance is the routine, recurring effort conducted to sustain the operational

availability of an end item. Depot and field level maintenance includes refurbishment and overhaul of end items,

removal and replacement of secondary items and components, as well as repair and remanufacturing of reparable

components. The maintenance effort may be performed by a depot maintenance activity in the Defense Working

Capital Fund, by a direct funded DoD activity, by another government agency, or by a contractor.

c.  Maintenance, repair, overhaul, and rework of equipment are funded in the operation and maintenance

appropriations. However, maintenance of equipment used exclusively for research, development, test, and

evaluation efforts will be funded by the RDT&E appropriations.

d.  Continuous technology refreshment is the intentional, incremental insertion of newer technology to improve

reliability, improve maintainability, reduce cost, and/or add minor performance enhancement, typically in

conjunction with depot or field level maintenance. The insertion of such technology into end items as part of

maintenance is funded by the operation and maintenance appropriations. However, technology refreshment that

significantly changes the performance envelope of the end item is considered a modification and, therefore, an

investment (See section on “Product Improvement” 010212 C. 7.). This definition applies equally to technology

insertion by commercial firms as part of contractor logistics support, prime vendor, and similar arrangements and

to technology insertion that is performed internally by the Department.

e.  Initial outfitting of an end item of investment equipment, such as a ship or aircraft, with the furnishings,

fixtures, and equipment necessary to make it complete and ready to operate is a part of the initial investment cost.

Material procured through the Army Working Capital Funds for initial outfitting will be financed by procurement

appropriations when drawn from the supply system. This concept includes changes to the allowance lists of ships,

vehicles, and other equipment. Changes to allowance lists will be budgeted as investment costs.

f.  Initial outfitting of a facility construction project financed by a Military Construction appropriation is financed as either expense or investment based on the general criteria.  Collateral equipment and furnishings are not considered a construction cost since these items are movable and are not installed as an integral part of the facility.

g.   When family housing is initially outfitted with kitchen equipment to include refrigerator, shades, carpeting, etc., these items are considered part of the construction costs.

h.  Construction program costs, associated with construction management in general, as distinguished from supervision of specific construction projects, are expenses.  Costs incident to the acquisition (e.g., design, direct engineering, technical specifications) and construction of a specific project are investments.  The cost of administering the real property maintenance program is an expense at all levels.

i.  Cost of minor construction projects, not financed by Military Construction appropriations, meeting the current criterion for funding from appropriations available for operation and maintenance are considered expenses.  However, this definition does not abrogate the prohibition against the planned acquisition of, or improvements to, a real property facility through a series of minor construction projects (i.e., incremental construction).

j.  The cost of civilian personnel compensation and other direct expenses (e.g., travel, office equipment leasing, maintenance, printing and reproduction) incurred in support of procurement and/or productions programs by departmental headquarters staff, contracting offices, contract audit offices, system project offices, and acquisition managers are expenses .  Procurement and/or production direct support costs such as production testing, quality assurance, production engineering, and equipment assembly, whether performed under contract or by in-house personnel funded on a reimbursable basis are investments.

k.  When investment equipment is to be installed in a real property facility, the costs of both the equipment and its installation are considered investments.

D.  Special Guidance Concerning Information Technology (IT) Software and Hardware 

     1.  General

         a.  Congressional direction and DoD and Army guidance state that the acquisition, modification, and support costs for purchase of IT software and hardware must be funded with Operation and Maintenance, Army (OMA) funds if the cost is less than the expense/investment threshold ( $250,000 for General Funds and $100,000 for AWCF) and with Other Procurement, Army (OPA) funds if the cost is equal to or greater than the threshold or if it is a centrally managed system.  The prior exception to this rule ( that the acquisition of all ADPE at Research, Development, Test and Evaluation (RDTE)-funded facilities may be financed with RDTE funds, regardless of cost) is rescinded since starting in FY2000, O&M funds base operations for all Army activities.

         b.  The "system" concept must be considered in evaluating the procurement of IT end items.  A system exists if a number of components are designed primarily to function within the context of a whole and will be interconnected to satisfy an approved Army requirement.  Fragmented or piecemeal acquisition of the documented requirement will not be used as a basis to circumvent the "system" concept.  A matrix showing the criteria for determining IT expense and investment costs is shown at Figure 2.

         c.  Installation - Normal installation costs will be included as part of the total IT system cost.

         d.  Training - IT training will normally be funded separately with Operation and Maintenance funds (e.g., Operation and Maintenance, Army, Operation and Maintenance, Army National Guard and Operation and Maintenance, Army Reserve and not included within the cost of the total system.  However, when the cost of training is included as part of the original contract and is inseparable (not separately priced) it then becomes part of the total IT system cost and is funded with the same color of money as the IT system. 

     e.  Maintenance - Annual fees for maintenance will normally be funded separately with Operation and Maintenance funds and not included within the cost of the total system.  However, when the cost of maintenance or extended warranty  is inseparable (not separately priced) it then becomes part of the total IT system cost and is funded with the same color of money as the Information Technology system.   A separately priced extended warranty (which is a true warranty and not in actuality a form of maintenance) would not be considered part of the system cost and would be funded based upon the expense/investment threshold ( $250,000 for General Funds and under $100,000 for AWCF).   Since an extended warranty is considered to be a whole "product" and not a service covering a specific fiscal year need, there is no conflict with the "Bona Fide Need" rule when purchasing this product in one fiscal year for a potential benefit which might accrue in a future year.

     2.  Communications/ADPE Procurement

         a.  New Equipment/System Procurement - The aggregate cost of an end item/system procured to address a valid requirement (including peripherals, installation and system unique software) will be used to determine whether it should be treated as an expense or investment cost.  Determination of what comprises an end item/system will be based on the primary function of the hardware and software to be acquired as stated in the approved requirements document.

    For example, the appropriate color of money for the purchase of 5 stand-alone computers is determined by deciding whether the primary function of the computers is to operate as independent workstations (i.e., five systems) or as a part of a larger system.  If the computers are designed to primarily operate independently, they should be considered as separate end items and applied against the expense/investment criteria individually.  If they function as a component of a larger system (i.e., interconnected and primarily designed to operate as one), then they should be considered a system and the total cost applied against the expense/investment criteria.

         b.  Additional or Replacement Equipment/System Procurement - When requirements necessitate adding/replacing or modifying equipment/software which is a component of, or supports the functioning of an existing system, only the additional equipment/software procurement costs (including installation) will be used to determine whether the purchase is an expense or an investment.  If the existing system is centrally managed, these costs are by definition funded by investment appropriations.

     3.  Communications/ADP Software Acquisition

         a.  Off-the-Shelf Software

              (1)  Acquisition of a standard off-the-shelf software where no modification is required will be subject to the expense/investment criteria as follows:

                   (a)  When the purchase is part of an initial hardware/software acquisition.  The cost of the off-the-shelf software will be included as part of the total system cost and determination of the appropriate color of money will be based on application of the total system cost against the dollar threshold.

                    -(b)  When the purchase is adding to or upgrading an existing system.  The total cost of the add-on/upgrade will be applied against the dollar threshold.

               (2)  Acquisition of off-the-shelf software where modification is required will be funded as follows:

                    (a)  Acquisition of the off-the-shelf software will be funded as in paragraph (1) above.

                   (b)  Modification of the off-the-shelf software is not considered to be a part of the total system cost, is not subject to the dollar threshold and will be financed with Operation and Maintenance.

              (3)  Development of application software is not considered to be a part of the total system cost, is subject to the dollar threshold and will be financed with Operation and Maintenance or Research, Development, Test and Evaluation, Army funds, depending upon whether cost exceeds the threshold.

         b.  Modification of existing software - The modification (e.g., enhancement, conversion, etc.) of an existing software end item is not considered to be a part of the total system costs, is not subject to the dollar thresholds and will be financed with Operation and Maintenance.

    Example 1.  The Army enters into a contractual arrangement to purchase 5 different off-the-shelf software packages required to upgrade an existing system at a cost of $60,000 each.  The software packages will require modification at a total cost of $60,000.  The total cost of the 5 software packages ($300,000) would be applied against the dollar threshold and financed with procurement funds.  The modification effort ($60,000) would be financed with Operation and Maintenance.

    Rationale.  The 5 off-the-shelf software packages constitute an upgrade to an existing system.  The rule (paragraph 3a(1)(b) provides, "When the purchase is adding to or upgrading an existing system.  The total cost of the add-on/upgrade will be applied against the dollar threshold."  The modification effort is financed in accordance with paragraph 3a(2)(b) using Operation and Maintenance.

    Example 2.  The Army enters into a contractual arrangement to purchase 5 off-the-shelf application software packages to upgrade 5 stand-alone PCs at a cost of $60,000 each.  The software packages will require modification at a total cost of $100,000.  The 5 software packages would be applied individually against the dollar threshold and financed with Operation and Maintenance.  The modification effort ($60,000) would also be financed with Operation and Maintenance.

    Rationale.  The cost of each off-the-shelf application software package ($60,000) is applied individually against the dollar threshold because they are being purchased to upgrade 5 individual systems/end items (i.e., 5 stand-alone PCs).  The rule (paragraph 3a(1) (b) which provides, "When the purchase is adding to or upgrading an existing system.  The total cost of the add-on/upgrade will be applied against the dollar threshold, which would be applied under this scenario against each of the 5 systems individually.  Therefore, the total cost to upgrade each system is $60,000 which is below the current threshold and the use of Operation and Maintenance would be appropriate.  The modification effort is financed in accordance with paragraph 3a(2)(b) with Operation and Maintenance.

    Example 3.  The Army enters into a contractual arrangement with a contractor to develop application software for $250,000.  The developmental effort is subject to the dollar threshold and will be financed with Research, Development, Test and Evaluation, Army funds.

.

    Rationale.  In this case, the Army is contracting to develop an application software package.  Determination of the appropriate color of money will be in accordance with paragraph 3a(3). which states, "Development of application software is not considered to be a part of the total system cost, is subject to the dollar threshold and will be financed with Operation and Maintenance or Research, Development and Test Evaluation funds depending on whether the costs exceed the threshold."  Therefore, the use of Research, Development and Test Evaluation funds  would be appropriate.

         c.  "Off-the-Shelf" Software Licensing

              (1)  When the purchase of an "off-the-shelf" software package includes a one-time up-front payment for the use of the software over the life of the system, the color of money will be determined by applying the rules in paragraph b.1. above.

              (2)  When the purchase of an "off-the-shelf" software package includes an annual licensing fee the following will  apply:

                    - The appropriate color of money for acquisition of the software package will be determined by applying the rules in paragraph a above.

                    - The annual licensing fees are not subject to the expense/investment dollar threshold and will be financed by the Operation and Maintenance, Army appropriation.

                    - Annual fees.  Annual fees for the use of the license itself with additional annual fees for maintenance or modifications provided by the vendor would be financed within the O&M appropriations.

              (3)  Local Area Network (LAN),  Wide Area Network (WAN) and Metropolitan Area Networks (MAW).  LAN, WAN and MAW are considered to be systems.  As such, the total cost of all component parts must be applied against the dollar threshold to determine the appropriate color of money when the LAN, WAN or MAW is purchased as an add-on or upgrade to an existing system.  If the WAN, LAN or MAW is part of the initial hardware/software acquisition, the cost will be included as part of the total system cost. In a architecture comprising several of these three elements (LANS, WANS, or MANS), each level is considered to be a separate system (e.g. A MAN would not include the components of the WANS or LANS connected by it but only the components (routers, hubs, servers, etc) required to provide the connectivity or functions provided by the MAN)

              (4)  Centrally managed systems.  Acquisitions for any system which is centrally managed is considered an investment regardless of the amount.  Systems managed by an Army-Acquisition-Executive-Chartered Program Executive Officer or Program Manager are considered centrally managed systems.

              (5)  Turnkey Acquisition.  Acquisitions wherein a single or prime contractor provides a complete system to include hardware, software, installation, etc., may be entirely financed with procurement funds.  A turnkey system is typically large and at the point of contracting the appropriate color of money cannot be readily determined due to the nature of the system.  Therefore, it is appropriate to budget and execute the entire acquisition within the procurement appropriations.

         d.  Military Interdepartmental Purchase Requests (MIPR) and Reimbursable Orders (RO).  Using a MIPR or RO to acquire IT hardware and/or software from another Army activity or Federal agency is proper and legal, provided the appropriate color of money is cited.  Neither the MIPR nor the RO can be used to circumvent the expense/investment criteria or to change the color of money.  It is illegal for one activity to MIPR Operation and Maintenance funds to another Federal Agency to purchase IT equipment and software which should be financed with procurement funds.

E.  Special Guidance Concerning Real Property Facilities

     1.  Construction includes real property equipment (often called installed equipment) which is affixed and built into a facility as an integral part of a facility.  The cost of this equipment and its installation is part of the construction cost.

     2.  Items of equipment that are movable in nature and not affixed as an integral part of a facility are not normally considered construction costs, except for initial outfitting of family housing as detailed in para C3g above.  This equipment includes all types of production, processing, technical, ADPE, communications, training, servicing and RDT&E equipment.  The cost of this equipment is an expense or an investment according to the policy criteria above.  In addition, modifications to an existing facility required to support the installation of movable equipment, such as the installation of false floors or platforms, prefabricated clean rooms, or utilities, will be considered an integral part of the equipment costs.  As such, the costs are either expense or investment, as long as the modifications do not include structural changes to the building.  If the modifications include structural changes, they will be considered investment costs and budgeted as construction.

F.  Definitions Used in Determining Expense and Investment Costs

.  

       1.  System.  There are two considerations for the definition of a system.  The first consists of an automation capability which is centrally managed and must be considered by a Major Automated Information Systems Review Committee (MAISRC).  The second is generic and could be any combination of components/items which work together to perform a function or to satisfy an approved requirement as defined above.

      2.  Centralized Item Management and Asset Control.  The management in the central supply system or a  DoD-wide/Service-wide acquisition and control system in which the manager has the authority for management and procurement of items of equipment.  This includes such functions as requirements determination, distribution management, procurement direction, configuration control and disposal direction.  Asset control includes the authority to monitor equipment availability and take such actions as necessary to restock to approved stockage levels.

         3.  Modification.  The alteration, conversion, or modernization of an end item of investment equipment which changes or improves the original purpose or operational capacity in relation to effectiveness, efficiency, reliability or safety of that item.

         4.  Maintenance.  The routine, recurring effort conducted to maintain an end item of investment equipment at its intended capability or designed performance level.

         5.  Construction.  The erection, installation, or assembly of a new facility; the addition, expansion, extension, alteration, conversion, or replacement of an existing facility; or the relocation of a facility from one installation to another.

         6.  Real Property Maintenance.  The various functions for the maintenance and repair of facilities and the accomplishment of minor construction financed by an operations appropriation.

         7.  Facility Maintenance.  The recurrent, day-to-day, periodic or scheduled work required to preserve real property in such condition that it may be used for its designated purpose.

         8.  Facility Repair.  The restoration of real property to such condition that it may be used for its designated purpose.

         9.  System.  The combination of a number of components that are functioning with the context of a whole to satisfy a documented requirement.

      10.  Requirement.  This is the basic determining factor for all expense/investment criteria decisions.  A requirement consists of the set of capabilities which are necessary to perform the mission.  This set of capabilities directs the decision as to what is or is not part of a system, or what is an independent upgrade.  Neither the capability nor the requirement will be fragmented to circumvent application of the expense/investment criteria.  


[image: image1.wmf]Figure 1

INVESTMENT COST DECISION DIAGRAM

CENTRALLY

MANAGED/ASSET

CONTROLLED

ITEM

CLASSIFY

AS

INVESTMENT

COST

SYSTEM UNIT 

COST

 > 

CURRENT

DOLLAR

THRESHOLD

CLASSIFY

AS

EXPENSE

YES

NO

YES

NO


Figure 2

INFORMATION MISSION AREA

EXPENSE/INVENTORY DECISION MATRIX

   
 Include as

Part of                            System?     
Centrally 

Managed    System?  
 Less Than

Dollar     Threshold?
 Greater 

than Dollar    Threshold?    
 Funding 1/








New Equipment/






  System Purchase              
YES   
YES  
N/A
N/A 
Procurement  

  - peripherals                
YES  
 NO  
NO 
YES  
Procurement 

  - software and installation 
YES   
 NO    
YES
N/A  
O&M 








Add-on or Replacement






  Equipment/System  
YES 
YES   
 N/A 
 N/A 
Procurement   

  Total Cost of   






  - Add-on 
  YES
NO
NO
YES
Procurement

  - Replacement  
 YES 
NO
YES
N/A
O&M








Related Costs:






Installation






  - Contracted   
YES
N/A
N/A
N/A
2/

  - In house (Military or Civilian)
NO
N/A
N/A
N/A
N/A








Training






   - Separately priced 
NO
N/A
N/A
N/A
O&M

   -  Inseparable 
YES
N/A
N/A
N/A
Procurement








Maintenance






  - Separately priced 
NO
N/A
N/A
N/A
O&M

  - Inseparable    
NO
N/A
N/A
N/A
Construction








Real Property Preparation






 - Non structural changes  
YES
N/A
N/A
N/A
2/

 - Structural changes       
NO
N/A
N/A
N/A
Construction








 Off-the-Shelf Software






 -  Acquisition                   






    - Part of initial (new system) hardware and software acquisition                 
YES 
N/A 
N/A
N/A
2/

    - Add or upgrade existing system            
YES 
N/A 
N/A
N/A 
2/

    -  Modification required to above

software purchases
NO
N/A
N/A
N/A
O&M








- Modification of Existing Off-the-

   Shelf Software
NO
N/A
N/A
N/A
O&M

-  Development of

   Application Software 
NO
N/A
N/A
N/A
O&M








Software Licensing Fees






   - One time up-front/part of initial

  (new system purchase
YES
N/A
N/A
N/A
2/

   - Add or upgrade existing  

   system     
YES
N/A
N/A
N/A
2/

   - Annual licensing fee  
NO
N/A
N/A
N/A
O&M

   - Annual Fees (License use and

   annual fees for maintenance/

   modification provided by the  

   vendor)          
NO
N/A
N/A
N/A
O&M








Source:  ASA(FM) memoranda, May 25, 1990 and December 13, 1991

Figure 2

INFORMATION MISSION AREA

 EXPENSE/INVENTORY DECISION MATRIX 

   
 Include as

Part of

  System? 
Centrally 

Managed    System?  
 Less Than

Dollar  Threshold?
 Greater 

than Dollar    Threshold?    
Funding 1/








Local Area Network (LAN) and Wide

Area Network (WAN)






  - Part of initial hardware/software

acquisition
YES
N/A
N/A
N/A
2/

  - Add or upgrade existing   

   system acquisition  
YES
N/A 
N/A
N/A
2/

  - Add or upgrade existing system 
YES
N/A  
N/A
N/A
2/








Turnkey Acquisition    
N/A
N/A
NO
YES
Procurement

Footnotes

 1/ RDTE funding is no longer appropriate for BASOPS.

 2/ Included as part of the total system cost.  Color of money determination in accordance with rules governing New Equipment/System Purchases or Add-on or Replacement Equipment/System Purchases.

Source:  ASA(FM) memoranda, May 25, 1990 and December 13, 1991
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