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To broaden the writer ’s p~erspective of Uniform Funding Policy to
include the T&E facility user ’s point of view.

V 

To reiterate to all levels of command that problems with the
Uniform Funding Policy still exist that need to be solved.

S

STUDY REPORT ABSTRACT:
This study reports a synthesis of the growing pains of the Uniform V

Funding Policy in the first year of implementation . Information
was gathered from the experience of the Space and Missile Test
Center and selected users of T~E facilities. The areas of accom-
plishment and concern are discussed. The implications of the
policy, based on the management actions taken and observed in FY

V
~~l975 , are analyzed. Conclusions are reached and recommendations

~
“ -  V */ tendered .I

~~~~~~~ major recommendations are: (1)
P~rform an in-depth , objective cost/benefit analysis of the
Uniform Funding Policy at a representative group of
facilities and user organizations . ~

j ’ <1 (1)

Apply the costing disciplines of C/SCSC to the 1/E facilities.
/

Further recommendations are made.
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Depertment of Defense implemented a new approach to the ~~~~~~

of most Test and Evaluation Facilities in tisca~ year 1915. The new

approach was called the Test and Evaluation Uni forts F~mdin~ Pol i cy . It

requlr~d al] federal agencies using Test and Evaluation support to fun d

the direct costs associated with their indivld.ual programs .

This study reports a synthesis of the growing pains of the Uniform

~‘unding Policy in the first year of implementation. Information was

gathered from the experience of the Space and Missile Test Center and

selected users of T,l
’E facilities. The areas of accompli~hrnent and concern

z~. re iiscussed. T~e implications o~ the policy based on marlagement a~t.ions

takcn and obs~ rved ~b~ii~ g FY 1975 are analyzed. Conclusions are reached

and re~o~~cndat ions tendered.
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CHAPTER I

INTRODUCTION

BACKGROUN D

On 1 July 19T14, DoD changed the method of funding at eighteen* maJor

test and evaluation activities to a new concept termed the Unifo rm Funding

Po3icy or , more colloquially, the Direct Cost Funding Policy. The Un i form

Funding Policy ( UFP ) was intended to solve the Ills caused by a lack of

uniformity in funding practices used by facilities provi ding test support

to programs of the Dol) and other Federal Goverr .ment agencies.

The change in funding policy meant that the ran r~e and test fa c iL it i e s

woul d be reimbursed by their users for the direct costs incurred in suj ~ c~rt

of their programs . The parent service of the particular range or teit

facility w ould be responsible for institutional ly funding those costs which

were not covered by reimbursements. In essence , the new policy meant a-~jor

changes in budgeting and program execution at 1.he affected ran ge and tcs-~,

facilities and for all users of those f . :Ji t ie~ .

The theory underlying the tiFF is deceptively simple. It Is not until

you are faced with the problems involved in day—to—day appl i cat ion of t i-I c

theory that you begin to seriously question the practicality of the concept.

The questionc begin at a level as basic as interpreting the definition of

direct costs. They quickly evolve to complex issues of cost estimating, or

handling fund ing  for short notice chan ges to tes t  requirements , or budgeting

‘A nineteenth activity , the Atlant ic  Und~’rw~ te r T~ E ccrtter , Impl emented
the Un i form Funding Policy on I July 1’)?5. ~~~~~ are twenty— six  act i? .~i ties
collectivel y referred to as the DOT) ‘ V .~~~

-)r Ran ~
.- ~iw1 Test F’.u’flity Base (~:.RT~B ) .

H V ( V f l  ‘i rt ~~vi~~ie5 th~~. r r imari ly  suH~~rL par~ l i~ :ej vice requirements ~~~~~~~~~

ex’-:’ipted ~rcm the Un i f’oi’a 1~ i r . i ~ n. ~c I i cy.

I

- ~V V &  Vfl~ L V _  ~~~~~ _ _ V __ ~~~~~~~~ ~~~~~ .*.
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against twin unknowns of institutional bogey and plant utilization. These

questions and others will be addressed in this study.

V 
Despite the significant impact of the UVFP, there is a scarcity of

published professional comptroller literature on the subject. Most ~riting

to date consists of directives and regulations. For the individual inter—

ested in an in—depth background of the history and procedures of the hF?,

a brief list of recommended readings is at Appendix A.

SCOPE AND LIMITATIONS

The study will address the major experiences encountered at the Space

and Missile Test Center and a selected group of users during fiscal ycar

1975. The prohlcms that will be ex~ained are those that continue to be

most trouble~cue and require solution at an organizational level high .:r

than the sini~~e test center or user.

• The reader should be aware of two limitations to this study. Fir~;t ,

it was done against a severe time constraint and consequently is based large-

ly on the writer’s experience prior to attendance at Defense Systems ?1an a~ e—

mont School . Second , resuarc ’h and contacts for the study have been pri~~i ri 1~i

with the Air Force. Although a great deal of commonality should exist, the

Navy or Army reader may find some situations that do not apply to his par-

ticular service perspective. 
-

PUR POSE

Proponents of the Uniform Funding Policy emphasize that it is an im—

provc.merit over the past var~atirns i;~ r-ractice among the twenty—six t est

and evaluation (T&E) facilities. They contend that being on a “tmi~orm

basi .~~
“ j~~~ rit ; i Ls a Uni L.~ , but heal tL; , e Ltp.--~.i t. ion L -

~~~ en i ~E faci l  it h s 

~~~. . . . .. 



for specific tests. This, in turn , encourages more interservice and joint

servi ce u~a~ ~V r  the T&E facilities. The more f lexibi l i ty a user has in his

choIce of T&E facility, the less the chance ther€ will be of inisassignment

~r maldistributiori of test work.

q’)1p proponents also state economies will result from having a manag—

er——in this case, the user——pay for what he gets. If the user actually

parts w i th h is dollars , he will be motivated towards the more efficient and

lower cost T&E facility.

Although it is never verbalized, another point In favor of the TJFP,

is that funding is easier to justify in the budgets of specific weapons

systems programs than in the budget of a T&E facility. This is baced upon

the reality that Ccngress gerieral1.y views the T&E facility as an overhcod

activity . It is th~ writer’s opinion that this was the key drive r of t-h~~

fundirii~ change .

There are other argunents in 1~avor of the UFP that fail int o on~ of

the three broad points above.

Opponents of the TIFF argue that f12:ihility is decreased , not in-

creased, by the more stringent limitations on where and how their financial

resources can he used. They add that jud~ nent is required when deciding

when one should stop charging managero. There is indeed the possibility

that having the manager pay can be extended to areas where the value of

motivation Is less Lhan the paperwork costs. Users of T&E facilities r~~ e

quick to tell you that their funding is also difficult to obtain and that

they do not view testing as another overhead item.

The Uriform Funding Policy was not ~nised to be ~.. bed (~f rose!s.

i~ ::i ~~~ ~:y r o  r -c~~~izcd, :~crio~: ~~~~t.iens were :t~ s~~i , an~ var i~~~r~~

3
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were s nu~~d bot h up ~r d down the rgar i zational  chain. John W . Cool -:’ ~Lr~~

James W. ~aylr two OSD accounting theoretician:; involved in the policy

develc~ ”~I t , wrote , “Budget of f i ci a ls  ~nd prograr~ ~nd support managvl s must

clearly compr~~end the new policy to understand and be able to analyze fi—

r.ancial estim~tte~ and reports.” (5 :15)

The purpc~ c’ of this study is not to decide if UFP is good or bad! It

is with us. l ather, the purpose is to reiterate to HQ .‘~1t~C, the Al;’ Staff,

and DeL’ that certain problems still exist. To a i~reat extent , 
t)~ey ere the

sane problems that existed——and were the substance of questions ~isk”d—— in

the earlio~t clays of policy formulation . While the advantages of the UFT

have to an extent been realized, it is necessary to come to gripe with

these problems for UFF to be truly viable. The specific obiective I:; to

generate some impetus tow rd solving the probicrrs.

This ~1 u-~~ sho,~ d hr~ip ~nswer the question that. seenis appropri~ tr 1 0

V 

ask: ~That ha~; the Urd f :r i r :  Fundin~r Policy accomplished?

ORGA~ I7~ATiON OF PEPURT

m:~~ stu-1,~ i~ diviôc’d into fc;~r chapters. Chapter two devel~ r-s t h e

experi~ u :e of ~~ Space and Missile Test Center (SAIvTrEC ) a~d selected users

during fiscal year 1975. Chapter three contains an analyols and discussion

of that experience. Conclusions and recorm~endations are presented in chap-

ter four.



CHM’TEF~ I -!

THF. FISCAL Y!:1Th 1975 E PEfl1FNCE

In this chapter the experience at the Space and Missile Test Center

(g~ 4TEc) will be addressed. The attempt will be to focus on those art~~:;

that. generated the mcst concern and were considered to be rnana~ nent prob-

lems. It is the writer’s belief, based on numerous discussions with comp-

troller personnel from Air Force Systems Command (AFSC), Army , and Navy

T&E facilities that the SANTEC experience was not unique and that all

facilities shared similar problems.

Is:;u~s obtained duri ng interviews and discussions with users of T&E

faciliticz will then be reported. This information was ubtained pr~nar fl y

from program ‘ rlt ro:1V office personnel and again, as with the SAMTEC exper-

ience , the prob1t~~s encountered were to a great extent shared in common .

THE SAMTEC FXPFPTEnCE

The SAi~’1’EC entered the fiscal year with a tested and proven job order

cost accountir;~’ :yYem ~h-~t also incorporated cost- infc r~~~ion from thjV

range terhnicaJ services contractor , it hnd been adapted to the require-

ment to identify direct costs. The Commander had chartered a Direct Cost

Policy Board that actively grappled with directives and issues from the

ouLset of the Uniform Funding Policy . A local regulation had been published

that formalized pol i cy and established prcecciures for Center personnel to

follow in their interactions with users and SAMTEC programming, budgeting ,

and ~ cc n u n t V i n g  f u n c t i o n s. A! in~ense educrt’ ~. ena1 erfort on the new policy

~n2 its effect on methods had been undertaken. The continuous support

5
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em the Commander , also resu]tcd in a CAN DO attitude among senior ann ag—

ers and their subor nct~ s. The range technical serv~eo~ contra~ tc~ w~u’

firmly on board. A con scient ious  ef fort .  at h ud C t in g I n c  fiscal yc~r (FY )

1975 rei~ burssb1e earn ogs had bcer~ eo~-nleted . In surr::nry , on 1 Jul y 19714

the ~~~~~~~~~~~~~~~~ ~as as prep:~red as it could possibly be for the Uniform Funding

Policy.

The SAM1’EC received a Beinhurnable Budget Authorization (RBA) c f

$13,913,000, 22~ of its operating progrvJn . Of this aaouni , $8 ,361,000 was

based on est i:V : ’±~:od costs at othe, facilities which furnished support to

SAMTEC which i:~~s ac t ing  in a “lead -ari(- ” cap~ city.  These costs , when l~—

curred by that support i r.g fad ] i ty ,  would be assed by ~~A~
V
~~ I~C lack  to the

user. The $5 , 5~ 2 ,Ooo bo l ance  of the BEA was i de n t i f i cd  as “SA~1~ i C Lirc~ t

Costs. ” The se costs , on ly est imates at tV bO i n g in n in g  of the year , were of

more i n t er ~~s~ t o S!~~L’L~. man~~gcI!:cnt . They represented the inst it io ! a~

funding foa-c gone from the operating j rngram; i . e . ,  the dcllars that bun~cd

against SM ~TEC fun din g requirc:: -nts and had t~ be earned to preclude a

funding ~hort.no:. SA~ l V P ~~ prngr~ss cgoi r~-t updated annan.’ r~ti~ ntes ( r ; V ~t

RbA ) is depicted in App V ndix P.

A d r r t r a t i v c :~~
’ rkload: The most immediate impact of the new policy was

felt in many wny:;. There was an increased adi~inistrative workload which

involved hand] ing myriad details of est imates , funding documents , and

uonora: du~n; of ogreenn~nt .  A d d i t i  ~na1 i ~~~, letters from headquarters contin-

ually &ske~ : how are you doing? Under- t i e  previous funding policy, ~ A~~iL C

hn’i a ninor reiaburr’ hl~ program. Ide’~ti~ ving relmburse~~ rit:; had been

rel~it. I vely stratghtfor~otrd. The n~~, p 1  i ~‘y ot cuired agreements as b’o t-ud.~—

et 1( ’’? l S  r ot  o n ] y  w ,lh nn .rs hn 4 
~~~ ~ i t~ ~ : °r t 4 ’ls T&F fn illt :c~s.

6
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The impact was not un i-xp ectr~1. Devel oping the budget estimates for FY 1975

gave ni ii Iication of wh at w t i  in sLore. The sheer magnitude of the p V pi~~._

work b~~c~ene t~ ch a il  ~~~~~ Bear in mind that work on the F? 1976 budget

was 1 C V ~~ ul so - ‘~~~ rwn ’

To briefly r e i p  the direct cost workload as of 30 June 1975:

—SA~ I’EC h i-i ~ii users and 93 active job orders.

~~~~ S/J
V~I~ C an d 81 support range project orders and aacndments

th ereto were processed.

—-Fv:h nonth , on the average, fifty appropriation tran sfers
were prepared and processed.

——By the end of the year, i86 chan ie s  to progrn~n requirements
had been prc ’ s:’ed. Each requirc d changes to stecountinr records .
Of these, 62 ft.-jlved c- ! an~~is  onl y ~ t on’ or rro~e SAIdTEC s’:ppcn~t
ranges and l0~ involveu bOth SAMTFC aruV~. the support ranges.

New Memorandusi.; of Agreement (?~0A) were attempted initially ; however, since

the workload becaoe sc’ burdensome except in the case of large dollar anonnts ,

V requests for ~OAs ‘were discontinued.

The nwob~ r of telephone calls received and made to and fror usor:. nn~

support sar g~~; to iron out difficultie!; is Ule n c W f l . The figure would rrob—

ably he stnrc ri ng. H wi ver , r1.; P! 5 l V t V I  s -a- )ns t rat ed  in so s!t: y r!~ e~~~

schemes, the ~i fornal telephone network vas the salvation of many probleas.

The increased naninistrative activity was not only felt in the ccr ! p-

troller office but to a considerable degree c!q.erler reJ by all SANTEC

fi nancial and i roject rVnn ager s . They were kept busy preparing new bud~ et

es t i m n~ ez , w o r P i n g  r e j l S I r y A S , deciphering cost reports , and , as after—

th on~ nt,, m noi i ng the !cchni cnl f r i ~tu v ~’s of their programs. This increased

w ’ ~ lo .i was ni-sorbed within i iready I i sti ~e 1 manpower resources.

-7



Budget Fr c rnrn t1~ n: Under the U1~T , ~ A~i ’F ~ must essentially prepare two

budgets. One budg Vt for institutional funding or New Obligat iona l  Author-

ity ( r y t )  is developed by subtracting the second budget consisting of

foreca:$L reimbursements (EPA ) from Total Obligational Authority (TOA ) re—

quirc~~-i ts. (T0A minus RBA equals N O A . )  The diffi culty of users to fore-

cast their requir ments  begins a vicious circle. The T&E faci l i ty  cannot

forece! its workload , therefore 11 cannot est i mate reimbursements and ,

then in turn, cannot fu rn i sh  good estV i ran t,es to the users. To add to the

confu n~on , the entire process is complicated by the changes that occur in

prograa levels as the budgets of both t}~ user and t he  T&E facility move

toward C :igrc;s.

As 3AMTEC hei r Pts  FY 1 976 budget , it became app arent  that coordi na—

tiori l’-tween the Center and the users on amounts to he shown in budgetary

docu Y~ ~-at ioi i  was go ng to be very di fficult . In fac t, total agreement

was iu~ .~~ible . The T&E 1iicil itIe~ oper ~ te on the nission  support Nn! grt

cycle which fn~ 1ows ~he user ~r ogron~ bud get submission . ~VT~Vk i i e  a case ~ould

be a n e  that there ii; pr ’~Uah1y re need for total agrccmcnt , the lack of

agreeinexit does beg qn V .:;tions which would be dif f icu l t  to answer if ached

by prel i rig O~~ or Congression al staffers.

Fro~reu P~ecut cei nn ’i C -  ‘pr :  Th roughout, F? 1975 SAJ4i ’C tracked elose1 y

to ~~~tV5 Vr,rcc~i.:ted reir~Lorremcrjtr . Had that not been the case, it would

have been neces3ary to cancel or defer some aspect of the program . Each

month close nre agt :.~r t. attei~tion was gIven to the uneertc nty of earning

all reimburscm nts as well as to the proper finuncial and procurement

~~~~1 t n~ e base’l ‘r i  i ~~5 4 - ~~r V e 1  ~ t ( ’ . The ig i ’ 1;a.t C V f  (Ja] :i inject- :

8



a new v tr able i n t o  f~ rtancia 1 T anage1:~’ri t .  SAMTEC was fortunate ; cert~- in

other T&E f n c i li t ie s  found i t  necessary to defer cont racts until FY 3976.

An the fi.;cal ~ear progressed , i t hec~i:e obvious that not ever .’ no

in Dd h !d the sane understanding of the lneclv nics of’ the UFF and its

ef fec t s  on the budge t ing  and accounting process. As with any new i r i r t~~~u—

tion , i~ was necessary to edu ate the SANTEC users and reiterate their

responsibilitles. It also was necessary to educate the auditors and in-

spectors who visited SAMTEC.

As ~PM11~C and its users gained experience with the now system, if hi -

came apparent that the inability to properly handle the UFP aspects of

vaiI—in work was a major problem. Soi e accoes dation must be reached be—

cnllse the T&E facility is di rected not to prov i de service unt i l  fund i ng

has been received. On the other hand , there were situations when users

required quick reaction support or ha.i ur i ant ic i r i at ed  ]ast i~ina1 e e l u g . a ;

to test progra—i requir nent s.  The ~;~-71’EC policy was :lnd is to provide

service to users w l t i r i i i i z n u m  irg’net- to t h e i r  m i s si on  and t e st  objecti”es.

Pc, fan litr i.’- this servi r i , rr oci  dine w- - dov~ i creJ for th~ re eases

where changed or incroosc- d req~Jrer  ‘st - riecessi tati d mi re ~‘i n i  ing .  Au

individual called the SA M I i C  Te st ~t’n- ger (~~TH) was ~ t~m d  for each job

order. The STM was resi -- sc ibi e for verifying that user 1r ’c ’!tm require-

ments were n~~’1i cable to ths fundin~ for th at ,  ~ob or~~ r , and i t  the far ding

was inrtdequat~~, for -1-tam ing user veri f i ca tion  that a d d i t i o na l  money was

on its way. L nupr ~~ rn~~ ’ . were involved , rer;pt roller personnel noti—

fie~1 tem tP r i ~ ~~i n I i n g  h t d  been ccnf ~ ‘s’ ’d . !‘hi s concept of Pa ’~ing oir ’

ex~~ rt. ass ; gr~~ to ( ‘tr : h j 1  order - i  ii m y  b’ i - f lcia l  app licat ions. The

ro!nt sri. Ic  made the ’ -h~ si -
~~~~~~ an~ j ’c-~.e~~’,. ’u t , i on~ take tn-v at the

_______________________________________________
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expense of technical  anp m-et - s of the program .

There is a corol)ary to the preceding situation . Support ranges were

constantly chru cing prices or revising cost estimates. This will be dis-

cussed further under user experience. ~IANTEC van literally caught in the

middl e because of its lead range role. The impact to SAMTEC was largely

administr tive and has been discussed.

The l rea3~out in Figure 1 of the net effect of requirement and price !

cost changes shows how some major test programs were affected. Fortunately,

the bottom line was close to the original program total and to the amount

SMflTC needed to earn. The month—to—month fluctuations of these changes

can be seen on the l ines “Updated Annual Est — SAjMTEC” and “Updated Annual

Est — Spt Range” on Chart u n  Appendix 13.

Year End Close: SMP’EC began i ts  preparat ion for clon ing F? 1975 reini—

bur sable ti-an~ ect ion s on 13 March 19 75. The SA1’~TFC Test Managers in t ,he

operat ional organizations were requested to critically review their  job

orders for potential excess or short age of reimbursable dollars . These

analyses were to ‘oP forwurded to the comptroll er office for the appropriate

action .  This was not a one—shot o~~uorcnce. It was an intense, ccatinuing

effort through the last day of the fiscal. year. The purpose was to release

all F? 1975 dollars that could be ut i l ized by the users for other require—

inents. ~AMI’EC operatin( prograM requirement s were also considered.

- THE U~ E13 EXPEfli~i~C}

The problems experienced by th e  users are closely ali~ -ied to the

~WVVEC c’xrer~ ence. Tn-P -cl , they are generated by the same- root cause.

On th~ beue f  it s  s i d ’ , the users report  that the UF1~ has def i n i~ elv

10
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~‘-‘proved communication s and coordination wi th  the T&E facil i t ies.  There

is a general consennu~ that awareness of T&E costs has increased with a

resulting scrut i ny of test requi rements for both new and on—going prcgrans.

The users now question the cost of certain tests and dat a I tems and are

receptive to suggestions for lover—priced , near—equivalent data products.

There has been a notable reduction in the use of high cost mobile sensors

(range support aircraft and ships), although it is difficult to docunient

that this reduction is driven by cost considerations.

Administrative Workload: The most voiced complaint with the UFP was that

it had generated a veritable mountain of paperwork. The use, within AFSC ,

of the MOA was viewed as redundant to the Universal Docu’nentation Syst~-’n

and the requirements of AFR 8O~ i14 . The ~;ubsequent use of the MOA to re—

program funds caused needless delay in meeting unanticipated urgent re—

quiren~~nts . Most concern was aimed at the manpower that had to he devoted

to increased budgetin g, tracking by small pockets of ftinds , negotiating

and understan ding MOAs , veri~~~ing that changes were covered with funds .

Add it i o i~rtl1y , e:~rlair~iar . the lack o~. u n i f ~~-~~i ty in the application of

direct costs to concerned pror~1’~ n manegers  was ~inother problem. In short ,

an inordinat e amount of time was spent on a small portion of the program

dollars .

I3udCet Preparation: The users reported the same problem with budget coor-

dination that was discussed earl ier. In addition , they charged that no

two T&E facilities , whether in or out of the same service, used the same

ectirmting technique or charged for the same types and degrees of supl srt .

Consequently , the us.r was face .! with becoming familiar with how each ThE

--
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~tc1lity supporting his program was op er at iw~. This  l ack of un i fo rm i ty ,

which they saw as contradictory to one of the driving reasons for the Uni-

form Funding policy, caused th em to question the accuracy of their budget

even when it was based of firm requi rements.

Program Execution and Changes: Out—of—cycle or late notification of price !

cost increases inroacted severely on user programs. Some users felt that

the techniq’~e of funding institutional shortfalls by increasing a price or

standard rate to the user, was questionable and damaged the credibility of

the T&E facilities. The users mai ntained that while dollars all ultimately

come from the same pocket, it is a tortuous process to justify one budget

at the expe nse of another.

In the same vein , the users wanted more detailed cost information or,

at least , 1nfcrrt.: ~t ion traceable to major elements of program office re-

quirements .  In AFSC , this situation was resolved by a letter authorizing

the T&E ~acii  i ty to complete the io8o voucher and mere ly mail the program

office a copy of the paid voucher. However, this did not end the requertr .

~~s:e ThE facilitiec rerl onded to ~r ecia3 re~ uests and heli-ed the users in-

terpret the Job Order Cost Prp3rts. Some only quoted AFSC policy. The

users contended that they needed a better understanding of the bill if

they were to financially manage their programs. They pointed out the.t

when cost-s exceed estimates they must he able to explain the overruns.

They a.lso needed a basis for determining if additional funding was war-

ranted or If testing should be deleted.

Very little cost information was available. This was compounded by

the pr’-h1 em of slow billings . Bills were received as lal e as 90—12Q days

13
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after the support had been furnished. This made financial status in the

; program off-ice no extremely vagu.~ proposition . This problem is well de :u—

mented to the DoD level , but t-L~ users are not seeing any improvement.

Year End Close: The late billing problem was especially troublesome as

program offices attempted to establish their year-end position and tai e

appropriate reprogrwmning act i ons. The telephone had to be relied on, arid

a potential for serious difficulty was felt by every user.

The program offices in AFSC have a fence around those portions of

their funds which are budgeted for spending at AFSC T&E facilities. Th i s

fence, a procedure only AFSC has adopted , limits the program office to

obligating the restricted funds only at a specific T&E f ac i l i t y .  The pur-

pose is to pro’~i.de a guaranteed source of reimbursements to the T&F facil-

ity to protect against the effects of reduced , slipped , or cancelled pro—

grabs which cannot be bal anced by walk-in work. This  procedure has wur~;ed

well in AFSC in that it has prote cted the T&E facilities. On the negat i ve

side it has reduced the program manager ’s f l ex ib i l i ty  to reprogram or to

spend his resour ces n t  some other f aci l i ’. v. U~. -rs are un~~: i!nous in t he i r

dislike of the fence.

CLOSI~

FY 1.975 W aS a learnIng year and t)iere i~ no doubt that UFP worked.

The T&E facilities and the users can jiatifiably claim that it worked be-

cause It was made to work.

is - -



CHAPTER JJ T

ANALYSIS OF THE SANTEC fdW USEB E)G~i-RIENCE

The categories of observation used in the preceding chapter will he

used as a framework for this analysis. The SA~MTEC and the user experiences

will be considered together.

Administrative Wcrkload: The excessive administrative workload has become

the rallying point of critics of the UFP. The necessity to absorb the

workload for what was perceived as an other overhead—-perhaps counterpro-

ductive——accounting exercise was a hitter pill to swallow. This was espe-

cially true at the T&E facilities where m ost matiagememit efforts were devoi~~

to reducing all no~:mission—oriented requirements. The workload contributed

to ina.kin~ the UYP more difficult to implement. Its effects are still being

felt.  The notion of another “bean counter exercise” tended to e-i~~e the

users ignore L.he implical ions of the p~ l icy on their  programs unti l  ~~r y

felt tie impac t  on their lir4ted pro,- rai~ control staffs. As the problems

encountered in the first months of the fiscal ye-ar impncted on the tire of

personnel beyond t-~e comptroller organization , responsible mana,;ers began

to ask serious questions about the purpose and expucted benefits of the tilT.

The con~ ander and the comptroller found themselves .n a constant process

of educ ating both T&E and user personnel. The users were slow to realize

any r elief from the lear r ~~ng curve becaus o ciery T&E facility with wh ich

they de~ ]t was to some extent unique and , in the lack of higher headquar-

ter ’ s guidance , was coping with its pr c~b 1ems in a personalized way.

Tvo lessons can be learned from tI~is experience.

, ni’ levels of the ~~~~ ~~~~~~~ r s t t t- ’. ~~~~~
-
~
- :-

~~. , c.nd cs~’os i s l ly  th’~

3 5  

0~ ~~~~ ____
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DoD level, should carefully study s~ d assess the manpower impact when iii —

st i tu t ii~~ pol i~-y change s wi th  vidcsprea d prücethiral implicat ions. Ju :- t as

so many progra.n r~anager:; have 1earn~’d after approving an c-~gineering c i- tnre

proposal, they may have a tiger by the t-~
j.il. yield organi zations are

stretched too tightly to let it i-c asswned that any extra workload can be

absorbed.

Secondly , it is difficult to sell and impl ement labor draining over-

head lmprovemen~s in this time of manpower shortages when ~i.l commanders

are desperately seeking productive time to sat i s fy  mission requirements.

It appears from the SANTEC and user experience that a great potenti al for

diversion of labor to more productiv~- pursuits exists if the UFP could  be

eliminated.

Bu’~get Prcparat.ion: It may be a simrlistic 7’.~all. -ti. on, but ~~ dget pr eps—

ration should be a discipline and rational exercioc , not a guessing g~- H E

Problems in budget preparation are only felt when that budget is beIng

executed.

While the IJFP has definite]y driven th e users and T&E facilities into

closer coordination , better planning and budgeting have not necessarily

been the result. The basic cause of t h i s  s tuat i~ n i s  the old nemesis:

Inability tc firmly forecast recuirem ’ nts the 18 to 2h; m ’~nths i n adv~nce

necessary for establishing a bkA ~ g’t. This problem will never be solved

completely . Having the data base in future years that was lacking for

FY 1975 will help alleviate the situation . Even ten years of experience

probably will n~~t help the T&E facility re inibur su)~!~ estlccite agree with

the u~’er ’s budget submission as is presently dire-c Led .  Th~ two can ~-n ly

.4



hope to settle- en a negotiated ‘~~‘pr’~~ise of’ r r ~~t and t i i :~~~~~.

The user, who traditionally over~thted lJ~; T~CE i~:-~ ui re-rents, is ~-~w

in the position of’ j u s t i f y i n g  T&E dolla rs. If bc over: ;t~~ e.~ h i s  tud -et

and obtains the funding, he hot- not ised—— oL least n - t in AFSC wh.-r- ~

the fence profcrts the T&E faci l i ty. On the t-! er h and , F the  user

understates his requirements , (unless  he has res,ered b i v ~~c li by buildinr

up some other area) he will be foregoing funding. As a res’~lt of the~ c

balancing influences, the user will pr c-b ably be driven le - a real~ stic budget

estimate identified to the T&E facilities that ic has List-er’~cally ut ~~i~~zcd .

When i t  cannot identify work , the T&E facility i-iu~-t  use- an estim~a e-

for unidenti fied or wci ik—in orders in  an attes~pt to k c .  p its reimbursable

budget credibl e at Dot). The onus is d e n y  on the T&E f a ci l i t y  to be

conservative is its estimate of uni c ient i  fled re-inthursable e’~rn ing s .

expericnce will help the ThE facilit~y j~~ee the amoun t of that estimate.

Program_Exernii~~n ar c ) Cb inge s: Trad ing ins t iLut iona ] .  dollars th at  can be

expected to mat rria ] ize, for reimbursable cl~llars that are only availabic~

when and if corned , puts the T&E fac~] ity financial xnanog~r in a posit ion

of’ betting on the outcome . He must not only hank roll the fixed costs of his

operati on , he must del~iy decisions invelving th~’ reimbursable dollars wtL

they rir e fi r i i ly  in  hand . The more aus F~~r .- f h ~.i n s t i t i f i c n n l  fundin ’ —

comes, the more the T&E facility must rely on reimbursable doll~.rr. A s

Institutional and pro~ razn budgets v ’-’e he -Lb  rc hc’ed in  th e i r  separa t e r . —

view and apprc\ a] chrtnnc’1~;, the- T&h fncility is lit - . rn ’j ly caught in the

middle. This gives n r c  to the c:~pressed concern that eroston of rsn~

e - r i j  ‘~~~~~ i I y will resuit from tp ’ i

‘7 
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The T~:E faci l it y  must provide a ee-rt rin degree of stability to th

work force and contractors ; therefore, the financial manager is put i n Lh~

position of d -ferring or holding back in seine element of expense over which

he has control . The only el ements that permit this discretion are jr the

area of capit~cl investrnent~ i.e., certain facility projects and plant im-

provement and modernizaticri. Since these areas both involve lengthy pro-

curement contractual actions, there is always the likelihood that necessary

actions may not be taken in time. At best , the need for forward financing

becomes more necessary. Short term deficits are made up at the expense of

ic—ti g, term health.

The experience of some users in FY 1975 indicated that certain T&E

faci l i t ies  U S e- S  their f lexibil i ty to increase estimated prices or stnodn r-d

rates to cover short tcrrrc fund inr  de-”ici ts.  Of course , this impacted un-

favorably on the user urogrc1cs . Inc c”-rlo instances it also caused can - el—

laLion of test support and migration of workload to a lower priced f ac t l i t y .

The T&E fa c i li t y  left with the contract for support of a range or m ob il e

sensor, seen uc~ilizcJ ion fall, still lcwer and a oc -w roun d of Trice lncr-y~scs

must be invoked-—or the ability to support what may be a unique and irre-

placeable capability is lost.

Thi~’ sit.uc tion is ne-I- without parallel in or out of the military .

The I’iilitary fti r 1if~ i’n m : ~ nd , at th e end of the Vietnam War, found that

as low utilization forced rate i?crc ase.c, users wer~ heavily to less ex-

pensive csms-nercial tr—ucsvrt,atirrn. ~~~ New York City subway system is in

a ma w c y e - I e  of dcci i r in g  r i  ~(--rshi p n - ~ 5cr/i c c  waz cut and fares Inc1-c ssed.

Th~’s-~ ~~~j l  u - c t ~ nOS arc’ not n .
- s r t i’ i  I y ur } .- a ~f by. However , i i

’ ur~iour- ~

c i - ~
_
~- i l :  t i ’ s s c ’ ’  c. e~ ‘‘-~d~ ‘ - ‘I ~ y ur ’e 0 1 ’  fc’ ’ -~-’ ;e- , i t  ni a ic

18
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by rati~ :nl ole ca ’ and not l ’e r ce i  by arc ~ndircct effect of fu nd in g  1r 1 i c -’y.

~u’h of the prob] ~-:n of pri r e / c e nt  5ncre~ses cnn he -d ri hut -d to the

lack of n n-a t ci bare on wh ich to build the 1”Y 1975 ec ;Linc L’s. T&E faeil—

itics will be i c - a - r a v i n g  L h: ir es t-ino ti ei tcchniqw :-; ; however , DoD and A1t~C

guidance still leaves many areas open tn interpretation and consenuent

manipulation. A clear and standardized unders tand ing  of what should be

classif ied as d irect costs chargeable to the user still  does riot exist .

There is no un iformity in p r i c ing  for equal services .  r’roration procedures

for applicat ion of st ac tdc i r d  ra~ en n r c~ lef t  up to the determinat ion of the-

individual  T&E fac dity . The st a r i d nr d  r a t e -n  themselves are suspect . Re-

cent audits- io.t i. e-at-c there ic’ s e] l rs - c any clear nu l it  trail permit t ing  val i—

dation of standard ra tes .  Docujncntaticc- , as it exi sts , is undate-d sod in-

formal and does not- i n d i c at e  any rev iew or ver i f icat ion of rates before th e y

are u t il i zed  (7~ ) c ) ,  Va’7’i~inee e a i y s i s  necessary to refine rates is of

qu~~.tioaahle reliability. The-sc- p rl - t ] -, c : s are not ciew , and it is time they

are openly re cegc si n c-d and discussed as ‘?nlid conca-r a s  of the UFP. Only

l-r T r-apc’r at te; a to h -se ‘is s ic  , can t to data ircre cc r mo~’e a ecurat

cost ert i~ae~ ing be ue - -.a’io;:-cd and tee- user freed f : ’oca the great d i n - I a n  of’

c-r i  cin .r bctwcen activ~ t i e-s .

There is no e-nferL- ’-d ~- - riod of n ct i f i c at - i on to the user before in—

C1- ’-asi n~’ c ir g ”c , - -
~~

-
~ I - 1e -ndL jc:~ ’ is i ~iored un l en s  challenged by the

user . Tr~dred, inc FY 1975,  costs were in cr ea sed  after the support was per-

formed. In AFtI( , the policy states that st andard rate adjustments will.

~ - t .  I.- rn ” ).- mel- c r r ’p ~ ’ c t  t y  than : c n n n x l l y  and t ~e user will  receive a

minimi~n of r~i m i ’t y  days  n - t i  f’i c a t i n c — - - h a r c l l y  la-no enough to reflect in a

‘r - - c d r ’c- t, ~- c ~i -”~ c’~
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‘a

L.~5t t , ’ ; 1 - 1 - - a : -  when cc pr cgr tu c o f f ice  has teat requi~-er - 1~~~ 5 end no funds

4 to C Oy ;  L i c e -  rei. ccbar ’nai:Ic ’ ilir , c-t co:;t.;;~ WhHi- Id- ’~ ’C ai iat i c-n ; 172—8 r t a~ ‘ - : 1

that ~i- a ti ;  - u - c - c ’ ’ cc ~~~ - p c - c ; ; )  c I’, ity  to c -  qu ’- ; -t  r e-c - ‘- t - r  a)  ri ~~ c-I ’ fu i t

the la- -e j ; c : c r t t - r .  , it 1;: well w i t hi n the realm of ~~~ a f l -j i l l  t~~~~ ;1f  ) f Q  ,‘. e - f l

nov i-co t be- ~l I r 1- c l e -  1 . I i ; -  - r n - c- cu t 1:110 ; . be prey d c - cl  , cc - d the T&E f c c  j j —

ity It~ the ii ~ c l  itur ~; I r a t)  cmi , will  get on w i th  the job.

One dc-finit e c c’gu’-c-:nL in f irer of j-rc viding the u.cc-r with r;c-re de—

tailed cc st n t o r n - i t .  i c r  i s I ~~~~ t he vi i]  become the government ’ s best audi-

tor. Ac: it new s t a r e - t n  • errs ;-:  ,-i ’fe-ct ing the us,- r ’ S pro gr am st- -rd a hi th

prob;iL I t y o~’ cc inig un ;; t e n t  et (7: 3), ‘ihi s is an unteniat’] e pn . ’ it 5 c-n fec’

the ua’-a’. I~c n-cast exul-ci in t h e  o’;-:’ c ’ rcin a on every fsrct o’’ his - c ‘rIm in

great :‘ ta i. To do an -, e-qcc rc’s the :i ni toc ’;.’ntion th at  is a’.-a~ 1 l - ~~ -‘f l y at

the T~-t~ facility . The T&d f ac i l i t y  will claim that to c-re ’; f d -  d in) led

cost t i n  - h i  v~ 1.1 isa ul r -  more- manpower tle -c~ is civiti 1st 1 n . Ldi I  15 t i ,

d i]  ci,”: t r o u t -n c  about by the UFF .

~~~~ problt-n~ of slow biJ .i ings  is  one that wi l l  be -a- ry di fit cul t t o

~-i ii i i  ate as t I n  c-c ia no -ccU~I to ;-ul t i t a i - ’  or e-Ve -i’i ic y the i~r ca nt ~-rc ‘ -

dures and hi n t e r ’~ c-al - — o n i e c c t - -1 a- - ’o o u c ;t i a t  s yst em s . . It 1; t~-” ~cnc ~~ si tu-

ation when c e - c t  or manageriel accounting is init -rfacei wiLl ; iriiar c-ntly

slow flranciai a c c ou n t in g  (and especial l y government appropriation account—

lug ) .  Apai r .  , it t a n  been proven t h a t - an r c o o ; c r c t i n g  sy st em , i i h -  a n - a r  i - ’~~”- —

rnent i mcfoi ’ma t  i on ccva t cr ’ , cannot be all L i inigs for  all pee-pie. ~i oe] I

cannot re-s-al t franc ci p 1 i cy—t ad -, app] i t ’ i - n , ami d I - l i e  i mp act . lie -- s in the

‘,liff icult~’ I a i -r ’ t b -  user ‘,,‘Le:i cost  ,a - - r  going  t s- be in cxct-: c or ac-i —

inal eat)’: ct ’ :S .  The Uc3er is u- : at ’j,c i.e t ’c r e  t i t : - ly  fin’lr. ~’~ al fl.as’lra-crj - c ’

____________ .E’ r—~~J S  j ia_t-w~~ ~
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action te- locate -n ’ reprogram funds and provide them to the T&E fucl ]its-’.

A clear danger for overobligation t-xistz.

Year End Cl ose: The problems of execut ion just discussed become more - ;c~:ic

as closing procedures are undertaken and time becor’res the paramount factor

in financial management decisions.

CLOSE

Solutions to these pi~oblems may l i e  entirely in—house ; i . e . ,  wi thin

the capability of the individual T&E f aci l i ty  and user arrangement. h ow—

ever , it is s iu r i I’icant t o  note that I,he:.c probl ems were surfaced as quss—

tions prior to crs;~ omncnt~.5ion of U~’} , he - y e  subsequently t- ’er- surfaced ‘in

surveys of ij ic) , and were discus’~ed at Ll~e conference held at the I s r i t i c

Missile ‘Inst  fe -nt -er on i~ July 1975. They still c - s i r - f as problems ts i ’ y — - -

] h-cy ic’r . This  leads the writer to ce-solude th at -  ~erhaps t i c -  soluticr .c to

I be preb •:iTiS do not lie i n—house. Fe- r’i ap,c the driver  in the I t .uati c-cc Ic’-

more extensive and pervading than can t; handled by the ir~’l i vidual T&h

I :i ILy , user , or I~ ircn t  service. 

- ‘- -~~~~~~~~~~~~ 
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CHIWrFR IV

C~~ C1.IJt fON$ AI~D Pl-~rfl!.~-~; WAT I~d~~

The abilit y of f!t-~tEC and the other ThE facilities to earn their

budgeted reiniburs.c-me-nts dici not turn out to he ci. problem in FY 1975. All

met (on e or gnn i z~tt i on reported earning its forecast to the dollar ) or ex-

ceeded the am ounts t hat had heeri offset  from their institutional o~-c rating

programs. This attairs-r c’ nt made possible t,l~ state-me-nt at. the Point !ci ,u

UFP Conference that, “The Uniform Fundi n g Policy is working.” (8:5)

That statement rai ses questions: Has ~~~~ achieved its purpose? What

is the cost of UFP in relmit ion I - c  t h c  h -r;c: its that have been achiev e-cl ?

What was the effect of UYI ’ on the- us -c- ~-“
e;-osis--~~1’inari Sally and ratter) n Uy ?

c i p j ; c ’ l ’T V I . ’- l  (iF U - l ’

In Chapter One , the object ive’~ of UFF were stat i d .  Expanded, they

are :

—-— t o ‘;ch~ ”v- - I f l  nccei-t .’c,lle cl c - ’- ”  of c~n i ‘cc  it ’-’ iS  f u n d I n g
‘r i g ; e - t ) V l t I e - 5  -~~~~~~~ -~-‘~~~~~ 

~~~~
‘ the n-eli :’:’; i . e . ,  a higi IcJ ’

dt -gr eo of cost cer ; 1-n rab3 1 i~ y .

—t o e l im i n a t e -  un fai ’-’ c— n p e - t  iti -;1 between T&F f ac i l i t i e s  cauc-’-’J
by vari ~. l - i- ~im: ’ in fundi:ir’ pra ct i ces .  Fun dinr ~ practices of either
the T&E t~:r,j;o~ t Ac tivit :~ or their customer must not interfere withor deter t ’- st~ nt ’.

——to irerens e cc,’-t consclc --us.ness by having tire user pay for what
be was receiv ng free. ticivim ,s ~i .ouid result by elimination of
redundancy ttr;d/- -r go]d— T-1ot ~

.d I ‘-sts and data requirements. tJnnec—
essary te:;r. f’eiiities c u d  capabilities would be Icientified .

——to I d e nt I f y  the “ul l  corn ’, c~ t oe-h d e - ve l e - lout , project .  The
tea t coca t s w e l d  d ~:-P a~ i n t c i r r ’ c i l  i i  J visthie rcirt of the 1~-r o&~r-am ’ cc
RD’l’&E t i m c g e t  a~cd f ina z i c iat  .~‘- p  sr - t n

4

— — t i  i ’, c r ~~’.a C T : ’ lc i ’c i C Z ’ - i ( l . s  ~ ‘‘-e- :rc T ( t t n t - i l  !t ’i - - c ’  “ c - i  ‘ i — i c -
u .cr :; t- -.. cal t l , - i r d  ef ‘n -l i- , ;- ~, etici t %cc: e-f’ tea t r c . q Uj .’ c ’ f l r~~~C; ,
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CO~I ( 1 ,1 T fl1~

‘fle--re has be -cr l)~~~~
t’( t’ ri toward I-be - ’ l. .~ ~‘t-ive of achi cry ing a higher

degree of r o d  co;- - c- - rahil ity hetwe’-n T&E fc’,cilities. The Icicce-unge arid

broad f t u e - i i n g  rciet.i u . hc have been ben ef i ted  l~-j implea~ntat ion of the 11FF .

However, there is a long way to go before co at estimntes—~either the c-Ic—

monte- charged for or the prices——will permit any direct correlation of the

ce-cat of doini~; business with any two T&E facilities. There is still great

disparity in procedures and methods of allocating actual costs to users.

lr .i-r ove-r’ r ’nt.s are c r a t  coming fast enough. In essence , this objective has

still n-at been attained.

Tl-e-, rc- is no evidence that either the progress mrLcle or the problem s

stll’~ ex ir t ink- in funding practices have dent ” anything to encourage or

d i s r e - r r ; ”g:’ t e st i ’e -. There is evidence that some mobi le  c-easer capability

has 1- -t i lost or j t’-r q n r d i z e d  since implementation of ~ FP. Further study

is n c- ’, . cl to J~ ::~ ify whether this I C  a 1robi~~r-c or a val id cost reduction .

Thc’ wri ter  rcncludcc that ITFP has not shown it  can e l imina te  un fair  cocci —

i ”t i t lon i - a ~~.~- t ’ r r  T&E faci l i t ies.

Some evidence exists that users are requesting less ThE support al-

though hc’r~ much would be extremely difficult to quantify. This is poten-

tially the most critical aspect of the 1JFP. A lower level of T&E could

be the result of t,’-i-Ler plannin~ and cost consciousness or it could be

due to tighter prcr~’w~i ludg’~t s , m crr . contractor testing , and reluctance

to be corrtitted to a T~-~ facIlit~- (cul’ing the  bud~~’t  eycle.  Only the progrm’-i

rr nnir ’n ’-i cnn tell if test cbjet - I iv ’s are heii .~ sacrificed or deferred to

censerv~ th e  d -llac-’; that woui -i f’1~ ~w to thu’ T&F f a c i l i t i e s .  And on]& the

—



progran mc anage-r would know if t h is  repr~ s nted a dan ger to the su~~~e sca  of

his 
~~~~~~~

It can be concluded that UTI ” offers act incentive for good f i m I t J .~I r i a 1

management within the T&E f ac i l i t y .  Costs due to inef f ic ienc ies  cnn be

passed on to the user; and as 15FF Is presently implemented , it is up to

the user to challenge those costs. Without detailed cost Information , the

user is somewhat handicapped. Some method of forcing t h e  T&E faHlity to

live with an agreed cost for agreed support is needed.

The fourth objective of UFP——t o i dentify ful l cost of the 1ro .Y,
~~

__

has c-ct been attained because only questionable diren -t~ costs  arc r ef] e e - t c d

against the program . Direct costs , whet~er accurate c in8ccurate , are

only a small part of the total cost of ThE. The i ndi ’r~a-t costs arid over-

head of the T&E facility are never systematicolly allocated to the

Individual customer program.

Finally , the objective of improved ccmtrrrni  ~ rt t  lori s between ~ &E fac

it ies and users has been accompl i shed. They are communicat ing more , but

in the f a ilu re to cc-ompl m i-i the other ob~~—etivc c; , t h i s  nt , $ r - t i  n~ e-:it cl -ce -a

not ace-cc. notev rthy. In short , the UFP is indeed working but it is fa l l ing

far short of achieving its objectives. 
-

OTHER REUiVANT CO IifT P~ TON S

Thcre Is no doubt that the administrative workload will continue at

its present level ‘which is on the flattened area of the learning curve.

Hep-.- f~ lly , t he re-  will be no further changes in the WI’ that woul d increase

the ni r~’ -- ~cl ,Y one rous burden. Firt ire pollci changes at any level of c~’rnmand

care- f u l l  assess~-:I f ’  h; I r l r rce - tc  t on eve- i i  - ,l c n : u c r i c c w t - r ’  t e - -,c a —

ru t s .
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The inabil ity  t . forecast T~-E requirements l~ to 21~ months In advanse

is a r~~ nr prc~ i l e -~ to ~ct-h the ThE f ; e - - i i i t y  m d  the user. The 11FF eulc (-nr—

;~ger- Lntb  t h e “&E facility bind the user to be conservative in their

rc’i biui - ;~n 1i l ~~
- i i  3 L ’ t  pl - u r a i f l~’.

The lack ,~~
‘ detailed C t , ~ t ini’ornrc t,ion discourages uca~ rs from accepting

15FF as a conc -~- t - that can v ’c’k t r a  t h e i r  benef i t .  Detailed cost inforrnatic,n

can e n ly  (‘ cMcit~ at, further overhead cost to the TFd~ facility .

Delayed billi ngs will continue to handi cap users financial management

until DoD and L lie -  ~lervices find an expedient communication technique that

is beth f rnr~r,1 and legil .

UsIrir~ institutional funding as working capital is a definite hardshi p

for tire T&E facility and carries a cost that can only be subjectively

measured . The ThE facility must be manned and equipped to support h i gh

p r i o r i  tv  -or7~c’i n , even if this support is only r equir ed case- a year .

Funding T&E facilitie-a inst1tutional~ly rather than by 11FF would ensure

the availability of thi.~ testing capability for as loni -’~ as it is justificd.

\~~i~ le no re-al pr ’-~b1 erac ha - ,’c re ca cc i  t i  to rJ -r~ , I I. is a u n T  ficant that

there i- ; no Air T-orce directive deal i c~~ with 15)-P. ‘ii - broad gu i d a n c e -  of’

DoDI ‘~2OO.ll is followed by Air Force. non—AF~C users of T&E facilltle,:.

The user respor r~bilitics delineated in AFSC Regulat ion 172—8 are not

directive on o~ bt ,’r A i r  Force commands and the potential for a nu isunder—

standing exis t :;.

F~ Cfl~~T P l ~~~~

The 11FF is wi th  us. As a conceptS , it Las produced a general increne-ed

awareness of the  cesi :; ci’ ~ i1~: ~n a r r a n r - r - r  ana3~ gous to the way

25
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Cost fecused coequal atl cntlon to the parameter of cost. Cost ~.avings

from the 15FF nay even be foun d to be sign i f icant . On the other han d , the

admin istrative burden from the policy has been high , so high that it begs

the question : Does the Increased overhead attribut able to implementation

of 11FF overr ide any I:errt-fits which may be realized? The question can be

i’c-stated: Is there a less expensive way to achieve the benefits envisioned

by the developers of the UFP? Recominendatics~ one addresses this issue,

and other recocmnendat-ions aimed at improving the application of the UFP

follow:

Recoxrnervlat-ion One: Ir,asncuch as neither the cost nor ben’fit side of the

question has been researched except in the most cursory fashion , the first

recommendation is to do just that. Use a team composed of knowledgeable

and objective ~~‘rsonnel from the areas of comptr oller, test and evrc i uation,

systes~c dcveloprren t , manpower and ~nanageis-~-rc i~ enginceri n g ,  and  audit.  Char-

ter the team to perform run independent cost/~enef1t analysis at a repro—

sentatlve group of T&E facil i t ies and us-er organizations . An adJunct to

the s tu d y  woul d i s  to develop altec-cett ive approaches to those present ncs—

pects of 11FF that are not contributing to the greater objectives of the

policy.

Such a study wc~dd be costly and It coul d take as many as twenty-four

- 

‘ personnel a ful l year to complete an effective analysis. Efforts in this

area to date I-~ave been little more than sri opinion poll . Quite often the

T&E facility has be-en r’ere-ly asked to incorporat-e n :er comrr .’-nts int o its

response. Requests for candid opinions accompanied with th ” usual shci’

r u r p o r . s e  w i l l  get just  what  Is re i’nes~ P d— —cnn d id  or in ionc- .. It is  rc-~ rst--



table t hat the cost. of a feasibility st u d y  yes not borne prior to 11: 1 le-

T!r~fl,tc- ;i en of th e 11FF .

h .o -m&r ida t i on ‘Pw o: A r aj -r step that. DoD cc-j]d uj~dert ake to make UF’? a

via b l e concei t woul d 1-c to apply the ecnt .in~ dis cipl ines of Cost/Schedul e

Cc:r t-r-~l ~yst.e Criteria (c/u ~O~’o) to the 15FF T&E facilities . Each T&E

fac i l i t y  would l ay--’ ~f s  existing cost accounting and cost estimating pro—

cedurc s valid’~ted to include the procedures of its technical service and

suj-p ~ rt contr:~~torz . The validation would include a thorough review of

what c -ns t i tu tes  the dEreet  costs that th e  T&E facility includes in its

cost:-~. Thus r e-view ~ou1 d cu lm ina t e  in an approved “List of Charges ” and

woul d he backed h:i t h e  method of computati on of those charges. This  list

woul d l- ~ ava i . -~U ) e  for the p”usp ective user to use in the audi t of budget

ertlonies an3 hill!mn ~ .;. Once validated , the T&E facility would only modify

its “List of Charc~ -; ” in phase w i t h  thi’  b ii ’-ig~~t cycle. Periodic surveil1~ nce

and follow-up audits by an ( :-:per.~enced ‘i’&E team woul.d insure that the T&E

facility list remains valid. The Joint L gistics Commander ’s Panel on T&E

coul -~ pr o v id e  c c l  I c y  goi 1an- ~’ i:r c- I ’’ ira-e-r simi J ar to the Cost Accounting

Standards Boasd. ii’ this is er~rried out , the T&E facilities can live with

the d if f i culty of forec ti :~t i n E ’, requ i rem ents and the need to use ifl5t it u t ior c :d

funds for working sa1d t r t ]

R e r ~rr-endation Three: Insist upon c ’ i f o r m i t y  throughout the 11FF . Develop,

impl ement , and en force uniform T&E cost standards In DoD. Additionally ,

staniu-rxdizp de t ’iui t i~sn,;, st c tsda i - ’J raaes and other cempo ta t ions  , and prie d

cost adjustmen ts .

27 



I
A~econunendation Four: Actively work at a solution to the slow billing

- 
problem.

I
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A F ’~~AL WORD

The objective of this paper I s  been to surface the problems of th~

Uniform Fun ding Policy in a somewhat di fferent perspective . The study has

helped the writer clarify his thinking on the conditions under which suc-

cessful direct cost reimbursement might be carried out. It is clear that

every approach to increase cost consciousness and reduce unnecessary ex-

penditures of scarce defense resources must be pursued. If the policies

that lead to attainment of such goals are well developed, thoughtfully im-

plemented , and conscientiously applied , the goals can be realized. If the

policies are left up to faith that somehow things will work out, the goals

will only ‘tt ’ counterproductive .

I
I
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- APPENDIX B

SAMTEC BR t EFlN (~ CHARTS
Status at End of FY 1975

Chart ]~ Direct (‘os-f Reimbursements — FY 75. This chart depic ts  earned
reimbw’scsients a g n i n st  a forecast based on the lau nc h and v~- r k—
load schedule. Annual estimates are updated monthi y and the
fluctuat i ons can be easily tracked . The support- ranse es-I imates
are not - ri otted as they are ladepen dont  of ~~d’fl’Fc operat

Chart 2: Analysi~ of FY 75 Reimh u-rsehh.~ Di rect CoH n , By U s er .  T h L ~
chart is  used to s-how 2iVf iTC cam -r ings  as a per c c - m ~ f the
current cst~nat-e for each user. The original est ~:~~c
the going—in position .

Chart 3: Analy si s  of FY 75 Reimbursable Pir~ cL C:~~l s- , by [TP TC . This
charL shows p~’ res-~ against the  A’rT~C or~- r;c~ ;t~ ~~~~~

‘
~‘ ~c

January ~975. SAMTFC had to earn r mburc c~e~c s -f ~5,5R 2 ,OOO
to cover costs of operat ions w i 1 h o -~it u s i n ’  ~A’-~i - r , c t t  ~~- r . nl
funds . ‘This chart was closely watched ~a~’ a ~r’ y~- ’ir . Th-
low reara cueport j -o rccnt  age ~h owz the ’  b i i ~~i;~~ -

~~~ vnich di -i
not inp’ - c t ~ -ri !~~T~C but ~~~~~~~ ed a prob ~cn to t ’~~~

- uc r.
SAM~EC billed on time beg inn ing  the f i rs t  month of t li - f~ n ’ - a i
year.
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