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One of the fundamental principles of appropriations law is the so-called Bona Fide Need Rule: 
A fiscal year appropriation may be obligated only to meet a legitimate, or bona fide, need arising in, or in some cases arising prior to but continuing to exist in, the fiscal year for which the appropriation was made.
Section 1502 of Title 31 originally enacted in 1870, provides that 
"The balance of a fixed-term appropriation is available only for payment of expenses properly incurred during the period of availability or to complete contracts properly made within that period."
Note that "bona fide need" does not appear in the statute. The key phrase here is "expenses properly incurred" or contracts "properly made" within the period of availability.
The Bona Fide Need Rule focuses on whether we are obligating current monies for current needs.
What is a current need? Typically, it is defined by when the agency will use the item or receive the service. In its most elementary form—where the entire transaction takes place during the same fiscal year—the rule means simply that the appropriation is available only for the needs of the current year. 
A common application of the rule in this context is that an appropriation is not available for the needs of a future year. For example, suppose that, as the end of a fiscal year approaches, your agency decides to purchases a truckload of pencils although it is clear that, based on current usage, it already has in stock enough pencils for immediate needs bridging the Appropriations Act. It would seem apparent that the agency was merely trying to use up funds before the appropriation expired, and the purchase would violate the Bona Fide Need Rule. (This does not mean that an agency may only purchase those supplies that it will actually use during the current fiscal year. Agencies normally maintain inventories of common use items. The rule does not prevent maintaining a legitimate inventory at reasonable and historical levels, the "need" being to maintain the inventory level so as to avoid disruption of operations. The problem arises when the inventory crosses the line from reasonable to excessive.) 
Do not confuse bona fide needs with minimum needs. They are separate concepts. Minimum needs focuses on whether the government really needs a Cadillac instead of a Ford. Bona fide need focuses on fiscal needs, which means using current money for current needs.

How do we determine current needs? By looking at when the government will actually use the item. For example, if an agency procures a new slide projector, it’s a current need if they plan to use it in this fiscal year. However, if they really don’t need it until November of the following year, it is probably not a bona fide need of the current fiscal year.
Generally, bona fide need is determined by when the government actually will be able to use the supplies being acquired. Supply needs of a future fiscal year are the bona fide need of that fiscal year, not the current one. However, there are two exceptions to the rule for supply contracts: 
· The lead-time exception allows the agency to consider the normal production lead-time when determining the bona fide need for supplies that are not available off the shelf. So, in limited situations, we can cross fiscal years. 

Let’s look at how this works. We know we need some supplies. We award a contract for the supplies in September using FY 1 dollars, but we don’t receive the items until October of FY 2 because of the ordinary course of business lead-time. Obviously, we won’t receive or use those items until the next FY, but it is through no fault of the government that there is a delay or lag time in the delivery. So, we can pay for the items with FY 1 dollars and use them in FY 2.
If, however, the government directs the contractor to withhold delivery until the next fiscal year, even though production lead-time would allow delivery in the current FY, there is no bona fide need for the supplies in the current fiscal year.
· The stock level exception allows agencies to purchase enough supplies to maintain sufficient stock levels. This applies to situations where an agency has an authorized stockage level for some supplies. In other words, the government may use current year funds to replace stock consumed in the current year, even though the replacement items will not be used until the following FY. 

The Bona Fide Need Rule as applied to outdoor construction and renovation contracts has some specific considerations. 

First, the work must start before the onset of winter weather that would limit or curtail construction activity. Otherwise, the project is not considered a bona fide need of the current FY. 
Second, if the government is making a facility or site available for the construction, will the facility be ready for the project? 

Third, how much control does the government have over the project? This determines the start date and whether the project is a bona fide need of the current FY.
A case involving construction at a base in the Pacific Northwest illustrates this principle. Civil engineers wanted to award a contract in August to install new underground steam lines. This involved turning off heat in buildings at various times, and relocating airmen from affected barracks to other barracks. However, the relocation barracks were not available until January of the next fiscal year. Therefore, the contractor could not start working on the steam lines until after the winter weather subsided. Is this a bona fide need of the current fiscal year? 
The answer is no, for two reasons: 
· First, the contractor could not start work before the onset of winter. 
· Second, the base had some control over when the contractor could start the work (because of the need to relocate airmen to other quarters).
