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E \ ABSTRACT

i \

- This thesis proviles a synopsis of the T'Resources
{ Management Systen' (RMS) which is curren<ly in use at many
Navy shore activities. The informa<ion is presented in
nanual format so that it can be used as a guide tTc the
Resources Management Systsum. The manual provides insight
into the background of RMS and prcvidas a concise view of
RMS operations at the lccal command level. The manual is
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‘ focused at the 1local command 1leva2]l because the greates*
e number c¢f RMS participants are at that leval,. Thae overviaw

- highligh%ts relationships within th2 system and provides a
; view of the RMS reporting requirements.
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I. IEIRODUCTION

A. GENERAL

Since its inception in 1947 th2 Department of Defernse
(DOD) has been faced witk the need for accurate and timely
information for management use. This need has been met with
a variety of systeas. One of those systems, the Resources
Management System (RMS), was implsmznted in July cof 1967 as
an integrated approach t> budgeting, acgounting, and the
rteporting of expenses wi<hin the Jpzration and Maintairance
appropriations of the military services.

B« OBJECTIVE

The cbjective of this +*hesis is to provids an cverview
of RMS as it applies to tha Operatisa and Maintainance (O&M)
appropriation of the Department of the Navy (DON). Curren*
information, requlations, and policiss pertainiag *to RNS ars
contained in the *he Navy Comptroller's Marnual, Naval Supply
Systems Command-Publications, anéd cthar rela*ed instructioss
and Navy notices. The primary refsrence for RMS is NAVSO
p~3006-1, Financial Management of Resources (Shore
Activities) . This thesis presents a compilation of these
sources of information to presant a manual which can be used
as a reference fcr RMS witain the DON.

The manual fccuses prizarily on the local coamand level
since the greatest number of RMS participan*s are at that
level. The manual includes background information leading
up to the establishment of RMS and provides a concise view
of R#MS operations at the ld>cal commaand level. The overviaw
highlights relationships within the system and provides a
view of the RMS reporting requirenments including the Uniform




: Management Reporting (UMR) systea. The manual is intended
not only to be a guide for those unfamiliar with RMS arnd but
also as a reference for those who are knowledgable in the
area.

| ' C. SOURCES

o, The Navy Comptroller's Maneals, Naval Ins*ructions, and

i _
i | Naval Notices are the main sources >f information for this

manual. Other relevant publications, including the text of

the Practical Ccmptrollership Coursa (PCC) from the Naval
Postgraduate School and saveral thes2s from that institution

were reviewed to obtain the necessary iInformation. This
information is, for the aost part, =ceadily available to
local commands, it 1is however, fragmented and requires 2

great deal of time to reseazch. This manual s2eks to limit
that loss of time.

D. ORGANIZATION

This manual consists of in $Sour (4) chapters. Fach
chapter can be used as 2 reference to the section of RHS
covered Iin the chapter. I'he chapters todether cover RMS as
it applies to the Operations and Maintainance, Navy (O&N,N)
appropriation. The four chapters are:

. 1) An Introduction to the RMS,
A 2) Accounting in RMS,

3) What is in RMS,

X . 4) How *he System Works.

The au*hor offers conclusions 2and observations based

F
4
; upon his interpretation of the available sources of informa-
] tion.

w




IX. AR INIRODUCTION I0 RESQURCES NMANAGEHENT SYSTEMS

This manual provides an overview of the Resources
1 [ 4 Management System (RMS) currently being used by Navy
comaands ashore funded with the Operations and Maintainance,

l Navy (O&M,N) appropriationm. The manual highlights RMS, its
' ! uses, capabilities, and reports. The Uriform Managemant
V ! Reporting system (UMR) and its reports are covered %o
aquaint the user with the potential o59f that systeanm.

The manuwal is divided into 4 chapters, which comprise a2
conplete overview to RMS. The four chapters are:

1) An Introduction to RMS (this chapter),

2) Accounting in RMS,

3) what is in RHNS,
5 4) How the System Works.
; This <Introductory chapter contains a synopsis of the

History of RMS, the Appropriations included, Funds Flcows as

S

they relate to a command, and a terainology and definitions
’ ' seczion. This manual is intendel for use at the activity

level as a ready referenca and possibly for iastructional
pur poses. A+ higher lavals it can b2 used in auch the same
way, with more emphasis cn the instructional aspect.

A, BACKGROUND AND HISTORY

The first comptroller of the Defense Department, Mr.

R.V. McNeil, laid <the evolutionary groundwork for RMS

. through his efforts to obtain a 'Performance Type Budget'.

3 During the mid 1960's the systems bagun by Mr. McNeil vere
vertically integrated %o 23tablish a link betwsen Planning,

Programaing, and Budgeting of operatisns and field execution

and reporting of those operations. This integration wvas




bR

accoamplished through Project Prim2 (Priority Maragement
BEfforts). RMS is the resul® of that 2ffort and is an inte-
grated budgeting, accounting, and reporting system that
monitors the use the Navy's expenss type resources.

Prior to RMS, resources wvere provided to local Navy
coamands in the form of numerous 3allotmenis for specific
areas or items, Each all>tment rejuired separate accounting
and reporting to the fund's grantor (vhe may or may not have
been directly involved in the chain ¢f commard to the local
activity involved). Two examples which 3illustrate +he
variety of allotments a coamand might have at aay given time
are: an allo*ment for postage stamps (from the Navy
Adainistrative O0ffice) and, property maintainance (from what
was then equivalent to Engineering Field Divisions, the
Bureau of Yards and Docks). Among other things, the allot-
ment from the claimant might include an amount for
provisions instead of genzral supplizs, +“hese amounts could
not be interchanged. This +ype of fundirg contributed to 2
chain of command probiem wherszin those respcnsible <£or the
operaticrs and supervision of ar activit (ke opera*ional
claiman*ts), were not necessarily included in +*he funding
chain for large amounts of funds being =2xpended in <he oper-
ation of that activity. As a result the local commauder had
little flexibility iz orchastrating <*he execution of
resources at his command (Ref. 1].

As stated earlier the Resourc2 Management System was
implemented within the Depar+ment of Defense in Fiscal Yea:
1968 through an effort known as ?roj=2c* Prinme. Dr. Rober<
N. Anthony, the Assistant S=cretacy >f Defense (Comptroller)
a+~ that time, was tasked in 1965 t> make major charges to
DOD programaing, budgeting ard accounting systems. RMS (in
almost its present fora) was the result of <+his effort.
Related systems vere also raeviewed in *the areas of inventory
managemen*, capital egquipment acquisition, and reporting

1
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systeas. These actions ware based in part on an Executive
Branch request by Presidsn+t Johnson (24 May 1966) for all
Federal Agencies +to agcelerate the Joint Financial
Improvement Program. Many of thes2 acticns stem from the
recommendations of the twvo Hoover Conmmissions (1947 and
1953) , the requirements of the National Security Act (1949),
and the Budget and Accounting Procadures Act (1950).

Por a period of about ten years after RMS was imple-
mented in Piscal Year 1968 thare was no overall
co-ordination of managemszat reports used in EKMS. This
vacuum led to a2 proliferation of local arnd claimant*t specific
reports. To alleviate this problam a system was designed %o
consolidate and s*andariiz: managem2nt <reports which could
normally be expected to bz extract23 from the RMS database.
This system of reports is today called the Urifornm
Management Reporting Systam (UMR). UMR was ipplemernted in
Fiscal Year 1977 as a supplement %95 RMS tc provide speciiic
financial Information for local commands and claimarts. The
system consolidates ssveral previcus NAVCOMPT <T=ports,
rouzinely compares actual performance to the budget, =2nd
eliminates much of the nsed for th2 manual preparation of
reports from the availablz commanrd 3atabase. TLk=2 UMR system
can produce up to seven basic zepsrt formats which display
finarcial type information about locil commarnds.

B. APPROPRIATIONS COVERED BY RMS

As stated above, this manual focuses on the O&M,N appro-
priation as it is used at <+he local commanrd level. This
funding 4is used for the operation and maintairance of a
command. The Expense Operating Budget (EOB) gqranted by
higher authority is +the total amount of expense type funds
available to a ccmmand for a given fiscal year, except for
the additioral funds gainad by the amount of reimbursable

12




orders accepted cr reimbursable work performed, billied and
collected. The EOB is issued to> a command %o fund the

expenses incurred for its operation. A command may atteapt

to gain investment type funding through specific allotments
for special prcjects, investaent equipaeent procurement
(Other Procurement, Navy (OPN)), or new cons<ruction funded
with the Military Construction (MCON) appropriation.
However, the accounting f>r these funds is handled outside
the RMS accounting system. Th2 RMS accounting system covers
only expense type asset co>nsumptior (e.g. civilian pay or
supplies). It also inclules reimbursable work accemplished
by an RMS activity whic is accounted for within RMS.
Reimbursable work is that work which is not required in an
activity's mission statemant. I+ is performed for zthe
requestor and billed to that requestor for the amount of
variable costs (normally), for the work completa2d.

The +two major expensa2 appropriations wichin DOD are
Operations and Maintainance (0f£d), and Military Personnel
(MP) . New Obligational Authority (NOA), that amount the
commanding officer may l23ally obliyate, does not include
reimbursements and military personn=l =xperse. Thesz itenms
must be estimated and supported in the submission of 1
command's budget. The other appropriations are rormally
considered investment “ype funding.

When RYS was implemanted, considerable effort was
devoted to differentiatiny between inves*ment and expense
costs. Uniform criteria were established by DOD *to distina-
guish the costs of ongoinjy operatisns (expenses) from those
costs associated with ta2 acquisition of long 1lived assets
(investments). Investment cos*s normally 1lead to long run
benefits as opposed *o current oparations.

Expenses are defined as labor costs, material consumed,
anl services received, except when used in the production of
investment equipment. The NAVCOMP! Manual gJives detailled

R I R I TNGETICT ¥, o 2H TP P LR LR




instructions for the <classification of costs by the
expense/investment criteria, Some 2xamples in the expense

area include: salaries and wages of 2mployees, end items of
equipment costing 1less than $3,000, non-repairable parts
| including those in support of aircraft and missles, food,
- clothing, petroleum and lubricants, furniture, <furniskings
i i and galley and ness equipment that are moveable in patura.
j . Other costs that are normally expenses are maintainance apd
repair of real property, rantals and services [Ref. 2:

section 4060].
Investment costs are adrmally *hose associated with the

acquisition of eguipment and real property. Included in
this area are the cost of major 2nd 4items of equipmeat,
other end items of equipment costing more than $3,000;
centrally managed spare parts and assemblies; and <+h=
constructior, mcdification ané mainptainance that sesults in
an improvement of the basic character, purpose or opera-
tional capacity (Ref. 2: saction 4060]. Further definitions

and instructions are contained ip the current issuance of
SECNAVINST 7040.6 and the NAVCOMPT MANUAL.

Project Prime had <«wo basic g3oals 3in accounting €or
military personnei, 1) include all nmilitary personnel
services of a missions/organization in a unit's budget, and
2) charge all military pexsonnel (with a few 2xcepzions) ¢
a program, project andsor function ia accordance with actual
duties.

At the time RMS was plarred thz intent was to combine
+he Military Personnel, Navy (MPN) and the 0O&H¥,N appropria-
tions. This is evident in the inclusion of military
personnel expense in the repor%iny >f operational costs of
an activity. The DOD budget for Fiscal Year 1968 was
submitted to Congress 3in this £fashion by the Assistant
Secretary of Defense (Comptroller). The Congress did not go
along with <this concept partially due to a juristictional

14
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dispute among the various appropriation committees involved
in the funding of the Defanse Departaznt (Ref. 3J. Had this
coabination taken place tha responsibility center might have
gained considerably more operational flexibility in spending
coapand funds. Bven without this consolidation, comnmands
are still required to report statistical data on military
personnel expenses ir their cperation. This report has
helped to emphasize that military personnel are not a 'free!
resource, and has enabled both DOD and +he Navy +*o more
realistically determine th2 true cost of operations. Even
though military personnel axpenses are still fuaded through
the Military Personnel appropriation (MPN) and not the OEN,N
appropriation they are statistically costed for each respon-
sibility center to determine the ':rue' cost of a service or
function.

C. PFUBDS PLOW

Bach command receives its funds as the result of th2
funds® flow througa the chain of command. A brief desc-ip-
tion of that chair helps in understanding how each command
receives its funds.

Funds flow starts with the passage of the appropriation
legislation by the Congress and the signing of the
Appropriation Act by the President. Follewing Presidenptial
signature ¢*he Treasury Dzpartment issues an appropriation
warrant (which sets up an accountingy structure for each
appropriation within the I'reasury) =zi+ting the appropriation
nuaber. The Comptrollzr General (Aead of the General
Accounting Office (GAQ)) countersigns all warrants issued by
Treasury. The warrant is then passad from Tre2asury ¢o the
Office of Management and Budget (ONMB) where it is appor-
tioned by fiscal period (in the <case of 06M it is further
broken into quarterly sbligational constraints), and then

15
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passed to the Secretary o>f Defenss (SECDEF) who further
allocates the aprropriation *o the various services.

In the Navy's case, +he actiosas from +the SZECDEF are
passed to the Secretary of ¢he Navy (SECNAV). The
Comptroller of the JNavy, a member of +*he SECNAV staff,
passes these funds to th2 Chief of Naval Operations (CNO).
Tha CNO in turn allocat2s +them to the various <claimants
(e. g CHNAVMAT, CINCPACFLT, BUNED). These claimants %hen
issue Expense Operating Budgets (EOB) ¢to field activities
known as responsibility <canters in the RMS concept of O&MN
funding. Legal limitations ia the form of Section 3679 R.S.

15
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responsibility qoes with those funds to the field activity
level (with the EOB). Most responsibility centers further
subdivide responsibility for these funds by the issuance of
operating targets (called OPTARS) to their cost centers.
Figure 2.1 depicts the flovw of funds from th2 Congressional
level to that of the claimant.

D. DEFINITIONS

The following definitions are provided to enhance under~-
standing of RMS. With th2 use of acronyms and abbreviations
in the Navy, there exists a real p>ssibility for misunder-

standing. These definitions are, f£o5r +he most part, taken
froe the Navy Comptrollars (NAVCOMPT) Mapuals or other
offical publications. If the definitions provilded are still
unclear these manunals provide further, more detailed expla-
naitions. )
- Activity Sroup/subactivity Group (AGZSAG): 1 structure
1 e signified by a two digit code which shows cost breakcuts by
principle functicnal area. The AG/SAGsS repressnt an inte-
grated programming, budgeting, and accounting classification

B

structure, An AG represeats 1 major function identified by
a claimant/subclaimant 3ia a budget submission and will
aggregate to a decision package in the budget. A SAG repre-
sents a more detailed breakdown within +he AG. The AG/SAG
codes reflect primary breakouts of £iaancial data for use in
programming, budgeting, management and éccountinq for
expenses and gross adjustad obligations in the O&MN appro-

pria=ion. The AGs ar2 generally wused only at the
claimant/subclaimant level ard above while SAGs are used at
the responsibility center level and above. In otherwvords

the activity will normally manage to the SAG lev2l rather

’ than the AG level. Examplas of th2 AG/SAG structure are:
-
1 AG: H1, General Defense Intelligence
i SAG's
‘ 17




! H3, Pacific Command Intelligence
| H4, European Coamand Inteiilignce
BS, Atlantic rfommand Intellignece
H6, Other Coamand Intzlligence
AG: sc, Procura2ment Operations
- SAG's
E 1s, Inspection and Testing
a 2s, Quali<y/Reliability Assurance
3R, Supply System Services

Accrual Accounting: The methol of accounting whereby
revenue and expenses are ilentified with specific pericds of

time, such as a month or year, and ars recorded as incurred,
! along with acquired assets without regard to the date of

receipt or payment of cash [Ref. U4: pg. 16]).

Antideficiency Act, Sez 3678 BS (31 USC 628):  This law
rejuires that funds be spent only for +the purpose for which
they were appropriated. Fo>T exampls, use of JEMN funds to
procure Investment (OPN) zquipment violates Sec 3678 RS.

Aptideficiency Act, Sec 3679 RS (31 USC 665): The law

vhich forbids anyone from oblijating £funds in excess of the

amount authorized, provides for ths reporting of and the
’ punishment for such obligatioens, forbids any contract or
obligation in advance of an appropriation, and requires the

, appcertionment of appropriatioms.
L Apportionaen t: A4 Jotermipation by the Office of
' Management and Budget (OMB) that linits the amount of obli-
gations that may be incurred in a1 specific time period

during the fiscal year. For example, an appropria%icn of
$10,000,000. may be apportioned to allow only 25 percent
obligations per quarter, or maybe 30, 25, 25, and 20 percent
respectively, per quarter.




Appropriation: A part of the Appropriation Act
providing a specific amount of funds for specific purposes.

Authorization Accounting Activity (AAA): An activity or
compand designated by the Navy Coaptroller to perfora
accounting for arother shore activity or itself.

Budget: 4 plan of jperations for a fiscal periecd in
teras of sources and uses of funds, workload anticipated and
! historical data for an activity.

coanjitaent: An adainistrativa reservation of funds
based upon firam procurement directives, orders, requisi-
tions, authorization to issue travel orders, or requests %o
incur obligationse without further action by the requestor.

Cogt Agcoupnt: Account s established to classify trans-
actions by cos: according tc¢ the purpose of the transaction.
Cost account codes are used to ua.formly identify the

. e —

contents in management repdr*s throughout the Navy.

cost Center: A subdivision of a responsibility center
for which identification of costs is desired ard is amenable
to cost control through on2 responsible supervisor.

Direct cost: Costs which are incurred €£or and are
readily idertifiable to spacific work or work assigoments.

Expepditurge: The actual payment of funds (a disburse-
meat) . A charge against availabla funds supported by an
approved voucher, claim or document.

Expenses: The costs of operation and maintainance of
activities.

Expense Elepent: Identifies tha type of rasource being
consumsed in the functional/subfunctisnal category or progranm
element (e.g. 'A' mailitary labor, 'T! supplies, 'U' civilian
labor).

Execution/Budget Bxecution: The operation and carrying

out a program as contained in the approved budget.
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Runctionalssubfupnctional Catedory (PC/SFC): A structure

signified by codes which are designed to collect expense.and
gross adjusted obligation information by functional area
needed by DOD. The first digit is the functional category
(FC) and the second is the subfunctional category (SFC).
Por example:

FC: Y, Medical Mission Dperations
SFC: YE, Patient Affairs
1P, Dietetics
G, Pharaacy
YH, Laboratsry
PC: H, Maintainance of R2al Property
SFC: M1, Recurring Maintainance
N2, Non-recurring Maintainance

Job Order: . A local commanrd sys*tem that identifies a2
particular +ask cr functioa within a local command. The job
order systeama provides for the accumula*ion of accrued
expenses. This system must be abla to produce accrued costs
by SAG, FC/SPC, CAC, and BEE (if nacassary). The job order
numaber (JON), is normally assigred to a specific segment of
a cost center's cperations. Zost canters may have numerous
JONSs. These JONs will normally relate *o a specific local
management code.

Local Mapagemsent Code (LEHQ @ 4 codirg struc+ture which
provides local amanagers the apility to code and identify
respective inter ral managaaent levels, tasks and operations.
An example of this would b2 a local code systea that specif-
ically identifies a cost ca2nter or area withir a cost center
such as dietetics operations within a hospital foodservice
oparatior or a specific building oo a military compound.
LMCs may be designed to ra2la%s to various CACs withlin +the
accounting structure.
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Hey Obligaticpal Authoxity (HQA):  Authority to incur
obligations becoming newly available for a given year,

authorized by current and prior congressional action.

Obligational Authority: Congressional authorization to
procure goods and servicas within 23 specified amount by
appropriatiocon or other aua<horization, the administrative
extension of such authority as by apportionment or funding,
and the amount of authority so granted.

Obligation: A legal reservation of funds and +the duty
to make a future payment. This occurs when an order is
placed or a contract is awarded for goods or services.

Reinburspent s: amounts received by an activity for tﬁe
cost of material, work or services provided to others, ‘for
credit to an appropriation or other fund account.

Responsibility Cepter:

organizational unit headei by an officer or supervisor who

DOD dafines this as "...an

is responsible fcr the management of resources in the uni%,
and who in most instances «can significantly influence th2
expenses incurred in the uni«<" [Ref. 5: sec 102, pg. 1-6) .

Resougrges: Military and civiiian parsonnel, material on
hand and or on ordexz, ani the entitl2maent to procure or use
material, utilities, and services required fcr the perfora-
ance of the basic mission of the rssponsibility center and
work performed fc others.

Undelivered orders: Aany docuament 5r requisitior meeting
tha criteria of an obligation, issued for material or
services vwhich has not vyet been received by the ordering
activity. These are considered a lagally binding contracts
which have not been recaeived or performed.

Hork Upit: A measura of output that expresses a volume
of wvork; conversely manhours and dollars ace ameasures of
input required tc¢ produce work units or perfora work.
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ITI. ACCQUNIING IN BAS

The foundation for tha complete system (EMS) is the
expense account structure. This one basic structure
provides complete integration for buige+ing, accounting, and
reporting [Ref. 6: pg. 136). This accounting classification
system overlays all phases of BRMS operations so an under-

EE EZ
AG
SAG

FC
SFC

|
{
|
l
CAC |

[ '
b
| |
| |

Fiqure 3.1 Expanse Accoun%t Structure.

staading of the acccuntiny operatisn is essential. This
system provides the local «commaads wiih the ability +to
report costs in 4 basic formats:
1) by program elemen*, *his identifies what progranm
is using the resouzces,
2) by Activity Group/Subactivity 3Sroup, which reflects
the utilization 2% funds in the manner budgeted,
3) by Puncticnal Category, that t2lls why or for what
purpose the funds ware uased,
4) by Expense Elemen*t, that tells wha+t kind of resources
were used.
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EXRENSE ELEMENIS
ITOTAL § T | O | V { W |

. : CAC | S8 | 321 74 11 8
| CAC{ € | 181 174 1 { 15
i ‘ FC/SFC{ 118 | 50 24 | 21| 23 | (subtdotal)
|
a
)
|

CAC | 30 { 10} 01 11 6 |
CAC | 40 | S 23 | 2 | 10 |
FC/SFPC} 7 | 15§ 23y 16 | 16 | (subtotal)

’ AG/SAG | 188 | 65 ) 47§ 37 ( 39 | (roral)

|
l
2 Pigqure 3.2 Accounting Classification Relationships.

Figure 3.1 shows +the basi: structurs of how the accourting

s
system builds £rom +the CAZ o <=he AS. At +he field level
4

.

the comptrolier will deal in the last three of the above
; | categories, +%*he Cost Account Coies (CaAQ), {as shown in

figqure 3.2), and the LMdCs.

A. BUDGET CATEGOCRIES

With BRMS being designed “o conmunicate between the
various levels involved in a codedi feormat (by category) an
understanding of the reiationships within RMS is necessary.
Tha various budget categories provide for the communication
- of data in differing formats for these users,

A definition of the baiget catejories follows, (A more
complete definition of each budget category is given in the
previous chapter).
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1) Activity group (AG): A structure which shows prin-

ciple areas of activity which are desired by claimants for

1 the adaministraticn of funds with RMS. For example:

} AG F3 Bas e Operations Support-Other
f SAGs EE Aircraft Plight Operations
| FE Payments to GSA
f FL Morale, Welfare and Recreation

2) Functional and Subfunctional Categories (FC/SFC): 2
! structure which describas the spzc.fic functicns beiag

! performed within activity groups (AG) and subactivity groups
(SAG) . The first digit is the functional category and thz
second is the sutfunctional. For example: A, B, C, W, X,
and Y are FCs fer various missior operatiors. SFCs along
with the above FCs further define the segment of that func-
\ tion, These are used to cao2llect expenses by function.
3) Cos* Account Codss (CAC): Specific cost accounts
i which have been estabiished ¢to classify transactions
{ according to purpose. The CACs are used <*o iden*tify
uriformly areas of effort and +¢5 jJuentify wdork units ir
management repor*s., Thes2 codes relate direc:ly o subfunc-
tioral ca*egory codes. Examplas are as follows:

? SFC D1 Administration, 3aeneral
caCc 1A00 Commani
1410 Command and Executive Office
; 1A30 Public Affairs Office
1 Under +the SPCs used for +the Maintainance of Real
Property
SFCs M1/M2 Main+*ainance of Real Property
CAC 7100 Buildiags
7140 MRP of Stcrage Facilities
- 7150 MBRP of Medical and Dental Pacilities

The CACs account for input in marn-kours aand output in work
units {Ref. 7: section 4640 ). In tais example the CACs 1A00
and 7100 are summary CACs and the CACs 1A10, 1A30, 7140,
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7150, are the =subsidiary accounts which can be totaled to
the overall cost for the raspective summary cost account.

4) Expense Elements (EE): This code structure identi-
fies the <type of resource (input) being used. A singlsa
digit code which is used 2long with the CACs and FC/SFCs to
identify the costs by type withia the accounting systen.
Some common examrles are:

EE Descpiption

A Ccst of Mili“<ary Personnel
| gtilities and Rants
Q Purchased services-other
T Supplies
U Civilian Labor
5) local Management Ccds (LMCi: A structure which

provides local aanagers with the ability to code and iden~
tify irternal maragement lavels, tasks, ard operatiors. An
example of this would be a2 local system +hat specifically
identifies a cost center or ar area within a cost center,
such as dietetics operations within a rnospital foodservice
or a specific building on a3 miiitary compound.

The four preceding bulget ca=zgories (AG/SAG, FC/SPC,
CAC, and EE), along with local job order numbers and LMCs,
are the foundaticns of th2 svstem. A local Job Order YNumber
(JON) presents information which relates all 2f the catego-
riss mentioned above aa1d aiso *he fiscal year and
appropriation. These ar=s used <to identify and suammacize
costs within cost centers. It is necessary +to understand
how +they relate <+o and build on =2ach other in order ¢®o
understand how RMS works. The CACs are the building blocks,
as depicted in Figure 3.2, relating o a specific PFC/SFC and
consequently to a specific AG/SAG.

Figure 3.2 is an =2xample of how the costs of various
expense elements , cost account codes, and functional/
subfunctional categoriess add ap *o a *total for an
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activity/subactivity group. This type of format allows for
the summarization of costs by EE, CAC, PC/SPC, and AG, SAG.
The NAVCOMPT Manual Volume 2 gives detailed descriptions of
the CACs, including work units ani how to count *+hese work
units.

B. EXPENSE ACCOUNTING SYSIEM

The expense accountipy system has its roots in a General
Leiger, which is designed toc accumalate the financial data
required to operate the system and mee:t objectives of thea
accurate classification of costs by type of <expense. The
sttucture of the General Ledger Accounts allows for the
uni form classifica*ion of all accounting transacticns by th2
classification and posting of +ransactions to the various
acccunts as indicated by the *type of account. The accounts
in the General Ledger ar2 structur=z3 so as %o indicate th=
general classification arni <the titl2 of the account. The
major classifications of acccunts are2 as indicated in the
figure 3.3 The General Lelger s*ructure (GLA) is a somewhat
different system in +that i% deals with assets, 1liabilizies,
income, expenses, the memdorandum/budgetary, and statistical
accounts. Previous ma*erial desalt only with +*he expenses of
opaeratiots.

The GLAs track thres fiscal years, “he curren%t year plus
the two prior years. Expenditures in the current year may
be a reflection c¢f a prior year oblijzatior. This system is
designed to reflect that :type of occurance. The GLA struc-
ture followe ¢transac*ions from coamitma2nt “0 »obligation to
expenditure. Bach of thase actions effects saveral of tha
accoun* categories within the 3LA structure.
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Major Classification Account sSeries
Asset Accounts 1000 - 1099
Liability Accounts 2000 - 2099
Investment Accounts 3000 - 3099
Income Accounts 4000 - 4099
Bxpense Acccunts 5000 - 5099
Memorandum/Budgetary Accts. 9000 ~ 9999
Statistical Accounts 0900 ~ 0999

Pigure 3.3 GLA Account Classifications.

The asset accounts include operating budgets autherized,
unexpended EOB, uncosted obligaticas, accounts receivabla
and various income accounts from other agencies.
Liabilities are kasically accoun*s payable, 3iteas tha* havs
been costed but not as yet expended. The 1investment
accounts are the so callsd ?*declining balance' accournts.
The balances decline as i1tems (*tzansactions) are expended.
An accoun+ting entry in *his series rsquires a contra entry
in the 5000 series (expense accounts). Other entries in
this series (3000) <concern undslivered orders, and accrued
expenditures, The income accounts (4900 series) show tha
various sources of incom2 to an activity. The expense
accounts (5000 series) contair *hs ceos*t of work or service
done for others. These are *he expanditures which Jdecrease
the amount of unexpendel EOB. The memorandum/budgetary
accounts contain accoun+s receivaple from other appropria-
tions, other federal agencias 2and non-federzl agencies.
Reimbursement income from >utside sources is also contairned
in these accounts, The military personnel expense authority
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and availability, budgeted expense availability are included
also. These accounts are used to complete the double entry
accounting system for entries not inczluded in the rnormal RMS
funding chain. The statistical accounts (0900 series) give
the information gathered from the accournting system needed
to monitor the funds flow. These accounts include certain
types of unpaid obligations, contingent liabilities for
accrued leave (civilian), and gross adjusted obligations for
travel, foreign military sales, ani other items. A contin-
gent liability is a liability of a known amount that has an
unknown date of payment (2.g9. civilian leave). Detailed
descriptions of <the general 1ledger accounts are giver in
section 211 of the NAVSO-P3006-1,.

As previously defired an obligatisn is a iegal requira-
ment to pay for goods or services. An expens2 is a cos*t of
oparating an activity, or a cost of do0ing business. In RMS
this can 1lead to some confusion bezause of <ime differen-
tials Dbetween the actual obligation and the receipt ard
costing of goods or services. The po*ential for confusion
exists in that a department h2ad or other user may no*
understand the differencs between an sxvense, obliiga“ion, or
expenditure. An expenss represents +he consumption or
utilization of an asset. If a contract was let for the
yearly rental of an item on 1 Jdciober, “he obligation occurs
at *he time the contract is signed. The expense charged to
the cost of operations for that item would be prorated ove:
the fiscal year, probably in monthly incremen«s. A $120,000
contract would e expensad at $10,000 per month with the
remaining balance «carri=d Iin a prepaid expense (asset)
account. The obligation would reduce the amount of funds
(NOA) available for use but the %otal amount of the obliga-
tion would not appear as an operational expense until it had
been fully costed the end of the fiscal year. During each
mon+h the prepaid asset account would be decresased and the
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expense account would increase. Similiarly, +*he cost of
civilian payroll at the 2nd of an accounting period is an
expense of that period, even if not paid until the following
period. Assume a pay period from 26 December to 9 January,
tha payroll would be paid in January, however the expense of
the first S days would be an expanse of the €£first quarter
and the last nine days an axpense of the second quarter.

The above contract or payroll is also a descrip“iorn of
accrual accounting. This method of accounting Cecognizes
the fact that there are other items of value than cash. In
the above example of the contract <the prepaid 2xpense is an
asset vwvhich is of value but not ian cash. The accrual
accounting method decreases the preapaid expense monthly and
increases the expense of operation at that tiae of actual
consumption. I+ recognizes the expense in the period in
which it was incurred without r2gard to +he receipt or
payment of cash. This type of information is presented in
the Trial Balance Report (NAVCOMPT R=port 2199) which I
discussed in Chapter 4. Figur= 4.5 displays data which

in

shovws in some cases obliga*tiorns but no expenses for a period
and vice versa.

C. ACCOUNTING REPORTS

One of the requirements of any accounting system is the
production of reports showing the rasults of operations, 1ia
financial terms cf a fiscal period. The reports cowming from
RMS will be covered in detail ir th2 nex*t chapter, a brief
discussion is included in this chapta2r to assist ir summa-
rizing the accounting functionm.

There are two basic «ypes of accounting reports, period
and position reports. The balance sheet 1is a position
report, it shows assets, liabilitias, and equity at a given
point in time. The income statement is a period report it
shows revenue, expenses, profit, or surplus.
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The Navy does use period and position reports in RHS.
The NAVCOMPT FPORN 2199 (Trial Balance Report) is a balance
sheet vwhich is a position report. Th2 balances in <he
various General ledger Accounts (GLAs) are used to construct
the report which reflects <the financial position of an
activity at a given point in tinme, This report is produced
monthly by the AAA and submitted to higher authority. The
report reflects the status of 2ll tha funds available to the
ccamand.

The two reports, the NAVCOMPT 2168 (Operating
Budget/Expense Report) and the NAVCOMPT 2169 (Performance
Statemernt) are like income sta*a2ma3nts for activities or
position reports. The 2168 comes &n two levels of detail,
one by cost center and on2 by responsibility center. The
cost center report reflects fiscal year to date status of
SAG, FC/SPC and CAC vwithin <the z2s* center, I+ shovs
manhours (civilian and military), labor expense (civilian
and @military) and various ca+egaries of expenses. The
various cost center <creports for an activity ace summarized
and *hen presented as +he Resporsibility Center 2168 which
could be likened +c a command 3income statement. These
reports are in +he same forma% as *he budger subwmission
which aids in +%he compazision of ths: ac*ual performance to
planned for use in manageman+ ccntrol.

The 2169 (Performanc2 Statement) is a monthly repor*
that compares cumulative 2ccrued expenses and work units by
SAG, FC/SFC and CAC by zost center <o the budget for +he
year by each category. This report iisplays needed informa-
+ion for managew®ent control and th2 <zracking of expenses
against incone. In this case income equals the EOB
authority received plus the value of reimbursable orders
recelved.
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Iv. AT IS IN BAS

This chapter presents a2 summary of the interactions and
relationships within RMS and their iapact on all levels of
DOD. These relationships include2 ¢the cost centers, the
entire chain of coamand, the Congress and the President.
The chapter discusses the participants in the chain of
coamand and their roles in the budget process from the
Presiderntial level to the ccommand 1lavel. A section on the
communications links within BMS describes the role of the
AAA within the system. Th2 final section covers the various
reports, their ccuntents and uses within RMS.

A. THE PARTICIPANTS AND THEIR ROLES

This section is a basic review of the budget formulation
process in the TFederal Government and specifically in DOD.
This process is continuous ard no one participant really
starts i+, however, ¢€or purposes of 3discussing the process
it is useful to pick a starting point.

The Presidential budaget submission to the Congress every
January is used as <the place %o begin a reviaw of the
process. The Presidential Budget is built on agency esti-
mates provided tc *he Office of Manajsment and Budge: {(OMB).
OMB is charged with the rasponsibility of compiling the
President's Budget. OMB works to a total target figure for
the Federal budget and must balauce? the various agencies?
requests to meet that *otal., Presidzatial influence is felt
through the implementatis>n of his policies on defense and
the other federal programs. Areas of high pricrity will
probably get an increased share 5f the budget in a given
year.
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L congressional action begins with the receip: of +he

| Budget from the Presiden:. The House and Senate Budget
connittees, the Appropriation, and Armed Services committees

all influence and act on the budget as i+ relatss <o DOD.

The Armed Services committees interace wvith the

Appropriation committees specifically on DOD matters, they

review and draft bills which will enact specific DOD

. prograams. The aAppropriation committees set dollar limits

E for authorized prograas. Irhe Appropriation commit%ees
generally fund programs which have been approved by
Authorizing legislation. The DOD badget 1is subject %o %he
political process in the Zongress as are all actions taken
in that body. Trade-offs and bargaining can impact heavily
on the budget wkich finaliy is passed as an appropriation

bill., After Presidential signaturs on an appropriation, OMB
re-enters the picture as i managemen* agency. OMB appor-
tions the funding to sez the rate at which <he
y appropriations can be spent. PFrom OMB the funding is passed
to the Secretary of Def=ns2 (SECDZF). SECDEP further appor-
tions the funds and allocates them to the various services.
The Navy gets involved at +he Secretary of the Navy
(SECNAV) , level. The funding f£lows Jown through this office
in response to the budge*t input going up through the SECNAV
for inclusion in the DOD budget. At this level the funding
is allocated tc the Chief 5f Naval Operations (CNO) and %he
Commandant of the Marine Zorps (C¥Z). The CNO allocates the ;
funds to the claimants (e.3. BUMED, NAVSEA, NAVAIR). The
claimants issue operating budgets (EJBs) %o responsibility
‘ centers under them. At “h2 responsibility center operating

- targets (OPTARS) are issued “o0 cost cen*ters for their opera-
J tions. Various levels in this chain may withhold arn amcunt
P for contingencies.
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' The budget input side of <+he funding process works iz
‘ the opposite direction. The cost centers first develop
their requirements based apon expected workload and costs.
The responsibility center comptrollar wutilizes these and
other estimates to compile the activity budget for submis-
sion to the claimant. Generally, the activity budget must
neet assigned target figures from <+he claimant. The clai-
mant in turn uses the budget submissions from the activities
; and other estimates as his basis for submission to the CNO.

The claimants mcest bargain for and justify their require-
ments to NAVCOMPT for their share of the Navy budget. CNO
ani the SECNAV then hold joint reviews for these budgets and
ultimately develcp the Department of the Navy (DON)  budget
for submission to SECDEFP. SECDEF ard *he Joint Chiefs of
Staff (JCS) have an influ2nce on th2 DOD budget submission
as entered in the Presidential Budget. The Planning,

Programming, and Budgeting System (PPBS) ard the services!
Prograas Objectives Memorandum (POM) are used to define how
the services intend +to deal with *he +threat to national
security as specified in the Joint Strategic Planning
Dozument (JSPD) issued by the JCS. This threat analysis is
based upon scenarios and inztelligance estimates of evants
; most likley to occur ip *h2 world. TIne SECDEF after a joint
DOD/OMB review and al¢sration procass constructs the DOD
bulget. The President in jects vhataver final aspects are
necessary and directs OMB *o submit his budget (for DOD) to
the Congress. All the oparticipants from OMB +~hrough =he
claimant can and will (most likely be called +o defend
thair part of <the budgat submission in Congressional Lhear~
ings.
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B COBHNUNICATIONS

BMS utilizes a variety of communication aethods. It
appears to have been designed to marimize the use of elec-
tronic means of communication wkile limiting the amount of
manual preparation of reports, transactions and changes.

A central entity in th2 communications system for RMS is
tha Authorization Accountiag Activiiy (AAA). The function
of the AAA is ¢to provide accounting services to user
commands and reports to tha commands and claimants involved.
Unler RMS the activity transmits its accounting transactions

CLAI mNT <-‘--‘ - o - -

| |
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ACTIVITY <===(2)====-=> AA

1 = EOB authorized

2 = Transactions input, 2rror

corrections, managament

Teports . .
3 = Off.cal activity Reports

A

Pigure 4.1 2AA Relationships.

to the activity which has been designa*ted as its AAA. The
AAA validates these transactions against pre-established
review criteria and enters them in the accounting records.
Any errors in the original transactisns are returned to the
RMS activity for correction. At the end of accounting
periods, or as otherwvise scheduled, the AAA provides the RHMS
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activity vith nmanagement reports, Concurrently, the AaA
subaits the offical reports of thz 3ctivity 4o the claimant
as required.

The transmission of any and all of the items shown in
Pigure 4.1 can e carried out in a variety of ways, naval
message, electronic data transmission ard the mailing or
hand delivery of prepared documents.

C. RAS RBPORTS

RMS reports are a form of responsibility accourting in
themselves. Reperts give information in RMS in a variety of
vays, there are financial reports for approp-iation alloca-
tion records and also functional category and expense
elament reports., These rezports are used at various levels
of management for differing reasons such as +“he tracking of
obligation rates, workload and performance and the amount of
unobligated expense authority l2ft in an appropriation.
This section discusses *he Trial Balance (NAVCOMPT FORM
2199) , the SAG, FC/SFC, EE report (NAVCOMPT FORM 2171), and
the NAVCOMPT 2168 and 2159 (Expenss Opevating Repor+ and
Performance Statement raspactively).

1. DNAVCONPT 2168

The NC (NAVCOMPT) 2168, the Jperating Budget/Expensa2
Report, is prepared in tvwo levels of 12tail, one is £for *he
cost center and the other is f£or the rCesponsibility center
which summarizes the cost centers within the command. This
report provides details on work units completed, man hours
and accrued expernses accumulated to date by cost center and
responsitility center. This 4is a position report which
shows the results of opecrations and their expenses for xhe
reporting period. This report ie <compiled by AG/SAG,
FC/SFC, and CAC within each cost ard responsibility center.
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This report is grepared in the sam2 <format as the budget

submaission and of use at higher echelons to compare +thas
actual performance with the budgetad figures. The NAVCOMPT
2168 provides details as to work units accomplished, man-
hours and accrued expenses (year %o date) by SAG, FC/SFC,
and CAC. Figqure 4.2 is an example of the NC 2168 for an
activity.

The heading of th2 report provides information about*
tha command and appropriatiorn data. The columns coxntain
SAG, PC/SPC, CAC, work units, military man-hours, civilian
man-hours, military services (expenses), «civilian 1labor
expenses, material and suppliss expense, commercial
contracts expense, other expenses, and +otal expenses.
Vertically the report displays the following: a *+o%*al of
expenses by CAC within each FC/SFC, a total by FC/SFC within
each SAG, a total for each SAG, a to+tal for all direct and
reimbursable expenses (separat2ly), and a grand total of all
expenses.,

2

2. NAVCOMPT 21639

ThE NC 2169 (Performance Report: is a period report
showinrg the results cf that period's opzsrations. The repor+
is a monthly report which can be prepared for each cost and
responsibility center. The accruel s2ipenses Iincurred azd
work units completed in each of the activity's cost centers
are shown by SAG, FC/SFC, and CAC and compared to the budg-
etad amounts (normally) for each itenm. The actual expenses
and work uni*s ccme from *he local job order system and are
compared *o the approved Dbudgeted amcun*s for each item.
This report can be very useful a* the cost center or total
activity level. Its usefulness derives from the fact that
it provides on one report a comparison of actual performance
to the approved ltudget on 2 cumulative monthly basis. This
report is forwvarded to the major ciaimant arnd other offices
as directed. Pigure 4.3 is an example of “he NC 2169.
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The NAVCOMPT 21569 proviles actual year to date
expenses and work units and compares them “0 the approvei
budget. The heading of th2 report is nearly tiae same as the
NAVCOMPT 2168. The horizontal alignment has columns for
SAG, PC/SFC, CAC, total expenses for =zach SAG, PFC/SFC, and
CAC, annual budgeted expenses, percentage of actual to
planned expenses, work uni*ts, actwal, planaed, and percent
cf actual +to plamnned, and actual and standart unit ccs<ts.
The vertical alignment is the same as ¢the NAVCOMPT 2168.

3. NAVCOMPT 2171

The WU 2171 (AG/SA5, FC/SFC, EE Report) is a pericd
report prspared monthly. Data arz presented in +terms of
gross adjusted obligations and expznses showing SAG, FC/SFC,
and 2E within each appropriation. See Figure 4.4 fcr an
example of the NC 2171. This raport shows the flow from
obligations to expenses £0r both +he currant pericd and
fiscal year to date.

The NAVCOMPT 2171 (SAG, PC/SFC, EE repor:t) provides
detailed input (on expens=s and obligations), to the clai-
mant for input +to the Navy's overall wmanagement sys*em *ha
NAVCOMPT/Claiman* level. The report gives accrued expenses
ani gross adjusted obliga=icns £for the «current month and
year to date. The reporst Is prepar2d for each ECB and each
program element within =2ach EOB. The repor% format shows 3
five digit saG, FC/SPC, IE cod2 in which the first %wo
digits are the SAG, *he nex+* *“wo are “ha FC/SFC and “he last
is *he EE. Expenses ar2 reported as follows: by the five
digit code followed by a subtotal <> the SA5, FC/SFC level
(the first U4 digits), next by +ha four digit SaAG, FC, EE
s*ructure with a subtotal by SAG/FC. This is folilowed by
the three digit entries, SAG/EE subtotaled at the SAG level
ard a grand *total. These entries are prepared for each SAG
vithin “he responsibility center +5 sompile the grand %total.
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4. NAVCONPT 2199

The NC 2199 (Trial Balance Report) presents <the
financial status of all funds available under the operating
budget. This report whizh is proviled to the activi+y and
major claimant (Ly the AAA) presents the status of all funds
(direct and reimbursable) by fiscal v2ar received by the OtM
activity on the resource authorization and orn reimbursable
orders. This is a positisn report which shows the coamand’s
financial sta+tus at a given point in time. Pigure 4.5 is an
exanple of this report. The net change in ‘the financial
data in the report is used by the AAA *0 post to the
activity control ledgers. This report can be used to
monitor such areas as undistributed disbursements and *to
track the 3 fiscal 1years (the current year plus th2 +*wo
previous), for otligation ra*e infarmation.

The Trial Balance /NAVCOMPT 2199) provides monthly
status of all funds available under the EOB. The heading
contains information on the command, appropriation, and
other per*ainent information. Ths report lists summary and
detail CACs groured by assa2ts, liabilities, income, 3invest-
ments, expenses, and 1an2morandum/budgetary accounts. The
columns of the report contain entries as follows: balances

zom prior month, balances current mon+th, changes for the
period, and total. The total is a grard to%tal of all Jdetail
acccunts except the statistical seri:zs.

D. THE UNR REPORTS

The UMR system as manticned before was iaitiated in
1977. It consists of up to seven (7) different reports
which may be prepared by the AAA to be nused for management
control by an activity., This cystem when initiated was

plaineataanagseeit S BT et B 020, 2085000

adjusted gations, reflect unique management “daza
needs, when feéeasible, and includz reporting fequirements
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currently satisfied outside of the offical management
reporting systea" (Ref. 9].
This system was designed with the capability to prcduce
optional reports includiny the following:
1) combine data contained in the NAVCOMPT FORMS 2168 and
2169 into one report
2) combine data contained in tha2 NAVCOMPT FORMS 2168,
2169 and 217t in one report
3) display management information ro= available on +he
NC 2168 and 2169 (e.q. obligations, productiosn rates, man-
month/year conversions, planned workload, productive
effectiveness, quarter ani semi-annual summarics, leave data
and prior year data at the cost account level)
4) a display of data by month ot 2 single page for each
cost acccunt with gquarterly, semi~annual and annual totals
to provide informaticn in a readily usablz format which

elimipates the need to rafer to two or more repcrts and %o
t transcribe data to worksheets to obtain requiraed information
5) eliminate the neei <+o maintain wmanual records to
reccrd vork units and expenses bty cost account on a monthly
basis =since all months in the currant year are visually
displayed for each cost account ir the report
) 6) certain formats (UMR Formats A and B), display data
by month for the entire year on one page, consequently only
the current mwmonthly repo-t needs +t> be saved, leading to
long term savings in filiag and storige space f3r reports
i 7) the system has the ability %o retroactively correc*
} the prior month?'s data in UMR Pormat A or B to reflect
i actual performance for that month.
{Ref. 10: pg. 18-38]
. The UMR system has +w> parts, a funds control status

reporting system which is a 'bank statement! for obligation
control and a perfermance reporting system which providss
functional expense information by cost accoun*. The systenm,
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designed for the AAAs to meet activity reeds does have its
problees. Some AAAs cannot or dc not provide a full range
of reports to user activities. The user activity is to have
the choice of report formats it receives.

1. ZFunds Coptrol Report

The funds controsl status report is used %o introduce
the authorization, annual obligation plarn, £for 1labcer and
non-labor, at the lowest managemsnt level. This report
displays comaitments, obliyations, expenditures and presents
the 'obligation as a percent of plan', and the unobligated
balance. This report can be produczd@ in three (3) formats.
These formats are:

a) Detail Transaction Listing (Direct and
Reimbursable), +this report reflects all transactiors input

for an activity which have a rearing on furds contrel. This
provides informa tion need2d to <c2s2arch indivijual trans-
actions, ident ify errors or unr2corded charges and to
reconcile records.
b) Resporsibility Center, this report is by depart-
. ment, division or cost center. A summary total report
) providing cost center managers with detail on authoriza-
g tions, gross obligations, annual obligation plan, and
obligations as a percent 2f plan.

c) The Commanding Officer's Summary, 231 repor* that
provides the commanding >fficer zhe status of funds at any
given time including informa+ion sach as total authoriza-
tions (beginning of period and chanjyes during the period),

ross obligations +to date, unobliga*ed balance, unfilled

orders, net available, annual obligation plan, obligationms

as a percent of fplan. This report consolidates the respon-

; ' sibility center report t> one page. These £funds cortrol
reports reflect a great deal of what was displayed in the NC

2171. They are more compact, anderstandable and present the

3
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information from two reports (NAVCOMPT 2168 and 2171) in a
single report.

The funds control status reports provida a means to
monitor commitmernts, obligations, and expenditures within
tha activity. This monitoring ability 4is available at¢
various levels within the command, cost center, departsent,
and the coamand as a wholz. These reports also provide the
means to trace individual documents (transactiors) to their
source, The reports give the status of any changas ¢to
authorized funds or OPTARS. OPTARS can be easily monitored
at higher 1levels within the commani fcr control purposes.
For instance, the Commanding Jfficer's summary is a poten~-
tial tool ¢to monitor total obligations to avoid 3679 R.S.
violations and ccmpares actual obligyations agains% +he plan
on a summary basis.

A short review of the <trevorts will help provide a
bet ter understanding of them. All repotts show the EOB
holder, appropriation, 2and authorization numberx. A+ +the
department/division level the detaill +transaction 1listing
report shows  *the LMCs as applicabls and whether <the funds
are direct or reimbursabls. The columns (vertical aligm~-
ment) , in the report show iocumen*t aumber, JON, quantity and
labor hours, unfilled ra2gquisitions and orders, accounts
payable, expenditures acd obligations. The percent of
actual obligaticns to <hs vlarn, amoun* authorized, and
unobligated balance is also provida=d. The rows (horizontal
alignment), give beginniny balances in material, 1labor and
other, current transactions (by docuament number), labor
charges and ending balances in tha labor, material and
other. This report is similiar *o, only with more detalil,
than Pigure 4.6

At the responsibility centar 1level the report coues
ir tvo segments, one for each departaent and one that summa-
rizes the dJdepartments in the responsibility center. Both
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reports have the same format. Authorizations (begirnring,
changes, and total to date), gross obligationms (current and
year to date), unobligated balance, annual obligations plan,
obligations as a percent of plan, unfilled requisitions and
unreserved balance are presented as column headings. Tha
rows of the report show total labor costs, <+otal material
_ and other costs, a grand total and the amount 9f undistri-
; buted disbursements. In the departmant repor*+ these amounts
| are presented by individual department. This report is
similiar to, only with more detail, than Pigure 4.6
The Commanding Officer's Summary Teport provides
columns for NOA and reimbursabls Jollars broken ou* by
labor, material and other amounts and a total of these. The
ver+ical format shows beginning authoriza*tions and authori-
zations to date. Gross obligations, wunobligated balance,
unfilied requisitionmns, and net available amounts acs
presented along with +*h2 annual plan, obligations as a
percent of plan and reimbursables information provide the
Commanding Officer the information needed for funds and
! management contirol. Pigure 4.6 is an example of <+he
Commanding Officer's Summary ra2poct.

———— o

2. Performance Reporis

The performance raports ars in four (4) formats
lettered 4,3,C, and D. Tha objectivas of these reports wera
to consolidate +the NC 2168 and 2169 into on2 report which
gives a compariscn of ac“ual and planred managsment data in
terms of expenses and gross adjustad obligationa. Thesa
reports also reflect unijyue managemernt data needs, and,
where feasible include reportiny requirements <tha*t ara

%

’ currently satisfied outsils the offical managemert reporting
system. A brief discription of the 4 UMR fcrmats follows:

u7




3. Eorma:t i

The UMR A report gives information on production,
military and civilian labor, gross adjusted obligations,
staffing, undelivered ordars, consignments, and prior year
expense informa tion. Figjure 4.7 is an example of this
report. The UMR A is produced for each cost center, depart-
ment or division by CAC and summary cost account. A sSummary
cost account is a higher lavel accoun*t into which individual
CACs are totaled. The cd>st center, department and division
reports are summarized at the SAG and FC/SFC level. The
report is prepared for th2 activity with summaries :in z<he
SAG, FC/SFC and also an ovarall summary page is preparzd £or
the activity covering both total and reimbursable <funds.
The benefit to the user command of this report is in f£inan-
cial control of the OPTAR 5r OJPTARS a* higher levels ip th2
organization. The repor:t can be us2d in budget formulation

with the historical data on costs, outputs, reimbursables
anl staffing. This report also measures perforaance (actual
against plarned), ard productivity ratios for comparison
between peciods. The report provides <*+he capability +o
monitor expense targets (2. 9g. Main*ainance of Real
Property, Travel, AD?), and section 3 of the report moni+ors
gross obligations +c track against obligational authority.
Using the report trends in preduction, expenses, and back~
logs are easily identifi2@ along with varianzes in the
performance indicators based upon actual produc+ion.

The report ©presants information on cthe coamand,
appropriation, period covered, £OB number, FC/SFC, CAC, and
SAG and wvhether the funding is direc% or reimbursable is
presented in the heading. The report has +three sections:
section one has work unit information (average, backlog, and
production rate) man-hours used, £fixed hours (a ratio of
actual to predetermined standard hours allowed), and a

u8
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productivity ratio. Civilian labor (both regular and over-
time), military labor, contract labor and a labor total are
given with a labor varianca. Section two presents expenses
for labor (civilian, wailitary, and corntract), material
expenses, and total expenses. Undelivered orders, unit
costs, leave data and total staffing are also presented in
section twvo. The vertical alignment of sections one and
two present the above data by mwmonth, quarter, and year to
date, with the annual planning figurss for use in management
control.

Section three of this report has columns for data on
gross obligations, unfilled orders (the current balance of
unfilled requisi+ions), and prior year expenses (curreat
period and year +to date).

4. Format B

The UMR B is very similar to UMR format A, only
reduced in scope for smallar ac+«ivities. This repeort is an
alterna+tive to Format A for a smaller activity. Format 3
doas not have as much producticn rate informatior as Format
A ard therefocre limits th2 ability %o do variance analysis.
With the exception of variance aralysis PFormat B has the
same pctential benefits to the user >f Format A. I+t covers
work units, laber and gross adjusted obligations, arnd also
undelivered orders, consigrments, and prior year expense
information. It also covers each «cos* center at the CAC
level; *hese are summarizz3 at the SAG and FC/SFC level. It
provides summaries of the =above informa*ion and gives ar
overall summary for the activity. This report is illus-
trated in Pigure 4.8

The UMR B can be produced in one of “hree formats:
1) with detail visibility to the CAC level with a summary at
the summary cost account level, FC/SFC, SAG and activity
level. 2) with detail 3t +the CAC ard summary CAC within
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departments and a summary at the FPC/SFC, department, and
activity level. 3) with detail wvisibility to the CAC and
summary CAC level within LMC within the FC/SPC, department,
and activity 1level. This report can also be prepared by
budget line item (selected by the RNS activity). Section
one contains columns with information on actual and planned
work units, the percent 5f actuai to planned work urits,
FC/SFC, department, CAC, SAG ard the total/reimbursable
funds. Section two has columns with the actual, planred,
and percentage of work units, c¢ivilian (regular and over-
time) , military, and contract man-hours. Columrs in section
three of the report give the expenses for civiliarn, military
and commercial ccntract labor., Material and other expenses,
undelivered orders, unit costs are also presented. Sections
one and two give monthly, gquarterly, and annual (year *o
date) entries for each colunn. Saction 3 is the same as in
Format A.

5. Format C

The UMR C combines the NAVZCOMPT FORMS 2168, 2169 and
2171, Fiqure 4.9 illustrates this report. I+ provides
cunulative year *o date 2xpenses, undelivered orders, and
gross adjusted obligations by CaC and EE. I* is a momnthly
report for cost centers anid <the responsibility center. It
provides cumulative fiscal year to da%*e figures for man
hours, work unite plamned and ccmplatad, work unit cost ani
consignments at the cost aczcount level, It provides actual
and planned experses, prior year resources used, undelivered
orders, and fiscal year to daze gross adjusted obligations
at the CAC/EE level, It provides a separate repor* for each
cost center with <*he above information orn direct and reim-
bursable programs., Expernsa2s are accimula*ed year to date by
PC/SFC wi+hin SAG categoriss. Thare is a summary report for
th2 responsibility center of all cos* center data with two
parts, direct and reimbursable.
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The cost and obligation data in this report can be
us2ful for finencial control with 3its presentation of
expenses and obligations by CAC and EE. Tke historical data
in the report also has uses in budget formulation. The
report compares actual performancs to plans, monitors
expenses and obligations by targets, and total obliigations
for those authorizations subiject to section 3679 R.S.

Format C has thre2 sections, cost center, responsi-
bility center, and a recapitalatior report for th2
responsibility center. Th2 heading of the report is simila:r
to that of formats A and B.

The column alignment for the cost and responsibility
center sections oontain entries covering SAG, FT/SFC, CAC,
consignments, EE, fiscal y2ar to datsz work uni*s, work unit
costs, planned and actual expenses, prior year expenses,
undelivered orders and fiscal year to date gross aljusted
obligations. The vertizal aligaoma2nt in <+he cost cente:x
report gives totals by ZE, CAC (all t£2s within =2ach CAC) ani
by FC/SFC by EE. A ®o+tal figure £or each SAG and each EE
and a grand total expenss figure £>r each cost center is
provided. The responsibility centar report has =2axpenses
giver by PC/SFC, by CAC, by EE, by CAC, by PC/SFC by EE, by
FC/SFC grand total and by SAG grand total.

The recarpitulation <epcrt has the same heading as
the two previous reports. The columas have SAG, FC, SFC, EE
and consignment entries. Vertically the data is summarized
by SAG, FC, SPC, and EE. The EEs ar: summarized at the SFC,
FC, SAG, and responsibility center levels.

6. Format D

The OMR U is a consolidatior of the NC 2168 and 2169
ard presents the same daxa. This rzporct is shown as Figurs
4.10, it is a two part rep>rt, the Jdpec-ating Budget/Expenss
Report and the Performance Sta“2ment. The Orperating
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Budget/Expense Report (NC 2168) displays detailed data on
work units completed, military/civilian man-hours, and
accrued expenses, matarial arpd supplies, commercial
contracts and other expenses, These are given by CAC ani
then are displayed by PFC/SFC ard CAC for both direct and
reimbursable programs. A total is shown for each CAC within
each PC/SPFC and SAG. Prior ysar expenses, unfilled orders
and consignments are shown at the SFC level (at the bottom
of the repori).

The Perfcrmance Statement (NC 2169) is part 2 of
Pormat D. It follows the same format as the EOB rerort
above and includes a display of actual work uni%s compared
to plan, accrued expensas coampar2d to plan wi*h a percen+
indicator of actual performance to “he plan. This repor+
presents accurate, up to iate financial and performance data
on a cumulative basis with no additional input requirements
on the receiving command, assuming the ccmmand was aee*ting
the reporting requirements prior +¢5 iamplementation of the
UMR.

UMR D has uses in +the areas 2f financizl managemen:
control, budget formulation, pverformance measurement, and
expense and obligation monitoring. Thz report is useful in
thase areas because of its prasentation of expenses, work
uni+*s, labor (hocrs and 4nllars), by CAC, TC, and SAG. The
heading for the report has the same information as the other
UMR repor+s. The EOB section has columns with categories bv

SAG, PC/SFC, CAC, work units, military and civilian man-
kours, military and civilian 1labor expenssas, material,
other, commercial contract and total c=xpernses. Ver+ically

the repor+ totals,in each <cost center, expenses by SAG,
FC/SFC, and CAC. Total axpenses ar2 reported by direc* and
reimbursable categories Zor each =cost and ra2sponsibility
center.
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The Performance Statement has columas for SAG,
FC/SFC, CAC, total expenses, annual budget expenses,
percentage of actual to plan, work units (actual, planned
and percent of actual t> plan), actual budgeted and standard
costs, and backlceg. The vertical alignment of this section
is the same as the EOB report with the exception of undeliv-
ered orders and prior year expenses which are not shown in
the performance statemen<t.

This overview of +the reports was provided to
acquaint the user with a brief discriptior of the informa-
tion available in the systan.

BE. REPORT CONPARISION

This section describss how <the resports relate to one
another, identifies wher2 informatior can be fcund irn the
various reports and locatazs tha*= same information in <the

ther reports. The reports produced by RMS and +the UMR

provide dinformation on the =2xpens?3s, cbligatiens, and
productivity of a responsibility or cost center. The sanme
information in these can 5ften he £>5und in more than one of
the reports., The only c=2port that may be an exception *o
the previous statement is the Trial Balance (NC 2199). This
is because it is a balance sheet showing the command's posi-
tion whereas the other reports show activisy £5r the period
much like an inccme statement in the priva‘e sector.

The NC 2168 dispiays man-houss acd expenses for AG,
SASs, PC/SPCs, and CACs. The total expense informa*ion is
displayed in column 12 fcr each CAC wi%hia each SFC and SAG.

| These totals can also be fourd in column 4 of *the NC 2169
. and the expenses columns of the NC 2171 (which has both
current period and year tc¢ date <Zfigures). The UMR A and B
reports also Adisplay expense information in seaction 2 of
each report, UMBR reports C and D show the expense data in
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column 12. Formats A anl B have the expenses by monthly
totals, C and D lreak them out by SAG, FC/SPC, EE, and CAC.
The NAVCOMPT 2171 is the only NavCompt report which displays
the EE, it alsc shows th2 SAG and the PC/SFC (e.g. Total
expenses of 3$313,856 appear in the following reports, KC
2171, the UNMR A, B, C and D. To*al obligations of $368,391
appear in the NC 2171, <the UMR A, B and C. Total NOA of
$512,000 appears in the NC 2199 ard the Coammanding Officers
Summary. If complete reports vwere used instead of portiomns
of reports the total exp2ase figures would also appear iz
+the NC 2168, 216¢ and 2199 .

Gross adjusted obligations appear in +the NC 2171 for the
current period and year to date. These same figures appear
in column 15 of the UMR C and sec+tis>n 3 of the UMR A and B.
Thase are *he only reports which give visibility to <+h2
amount of obligations. Thase oblijations are shown with the
expenses for the same area of int~-est (e.g. SAG, EE).

Information on man-hours appears in columns 5 and 6 of
tha2 NC 2168 and in secticn 1 c¢f *he UMR A and B, and in the
UMR D in column 6. Produc tion rate information is found in
the UMR A and B in section 1, i+ shows man-hours and work-
units to provide 1manag2mernt tha abili« to momnitor
productivity.

The NC 2168 also allaws the summation of expenses by
civilianr labor (col. 8), material and supplies (col. 9), and
coamercial contracts (col. 10) when <these columns are
totaled. The UFR A and b have this same inforation broken
down by month (in section 2).

The ©NC 2199 shows the status of funds authorized or
received by a responsibility csnter. This report is gener-
ated from the general ledger accounts. The total assets
shown 3in this vreport rapresent the amount of fupnds a
commanding officer thas to work wi*h in a fiscal vyear.
Taking *he total gross adjusted obligations from the NC 2171
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or the UMR reports and subtracting it from the total assets
figure will give the amount funds remaining f£or the fiscal
year.

By (follcwing from ona report to another expense and
obligation data can be obtained in a variety of formats.
Totals can be obtained by 2E, PC/SPC, AG, SAG, or CAC if the
reports are used appropriately.
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V. oW IRE SISIEY WORKS

This chapter reviews RMS as it relates to the opera-
tional cycle of a fiscal year. The users of RMS and its
operations are discussed to display the effect RMS has on
tha Navy. Budget Jdeveld>pment and budget execution are
discussed. The effects of apportisnment on a command are
reviewed within the discussion of budget developmen+ an?
exscution. Involved in *he budgeting and execution cycles
are the 1limiting factors of civilian manpower limits and
man-years. These too are covered to show what effects thaes2
limits have on a command's operations.

A. THE HIGH LEVEL USERS

RMS is used at a varisty of levels within the Departmen+
of the Navy (DON). The system is In reality a management
contrel system fcr all lev21ls within the Navy. At <he lower
levels, the cost center and the ra2sponsibility cen%er, BRMS
is suited for the planning and attention directing aspects
of management ccntrol, operational cortrol and for funds
control. Management control is defiped &s "...the process
by wvhich management assures that th2 organization carries
out its strategies effectively and efficiently" ([Ref. 11:
pge 2} Operatiopal contcol is defined as "... +the process
of assuring that specific tasks are carried ocut effectively
and efficiently" [Bef. 11: pg. 2].

The management control uses at the responsibility center
and below involve both output (production or services gener-~
atad) and input (resources consumed). KMS provides the cost
center, respongibility ca2nter, anl claimant with output
information which comparss budgeted production of a given
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level with the actual. Unfavorable variances from the vlan
can be identified and dealt with before they become uncor-
rectable. The output reports along with tha expense reports
give an indication of either deficient or excess funding
based upon actual performance compared to the budget. RMS
can perform this identification at various levels from the
individual cost center up through the reporting 1levels to
DOD.

RMS also provides information for the control of funds
at these levels. The system shows expenses to date, obliga-
tions to date and funds available. This provides all
levels, down *0 the responsibility center level, with the
necessary information on funds availability to avoid <*he
legal violations associatad with <the overobligation of an
appropriation or expense sperating budget. While the cost
center would not normally have 1233l violations associated
with overobligation, it needs the information in order *o
control the funds assigned.

The expenses and obiigations »of opera+tions idsn%ify
potential funding deficiancies 9r excesses which 1nmigh+%
Tequire reprogramming or +the recoupment of funds. The
rTeprogramming may be done a2t +the ra2sponsibility center level
to meet changes in current operations. Reprograaming is *he
action of shifting funds from one program %0 another. A
claimant may reprogram by aoving fundis from one activity o
another. The same holds true for DOD and DON.

OMB uses inrput from D0D based upon RMS <reports almos+
solely as a funds control mechanism. As a watchdog agency
it needs the obligation reports +to track the appropriations
already spent and those l2ft unspent. These figures provide
the informa*+ion CMB needs to fuanctisn in funds' control and
in reporting to the Congress and “he Executive Branch. ous
would be involved in any recoupment/impoundment ac%icns by

the Executive Branch or the Congress.




OMB 2s also the office that initially apportions the
appropriations tc control the expenditure of funds. The RHNS
reports provide OMB the information needed to track DOD
against not only the total appropriation but also tks indi-
vidual period apportionments. Apportionment has a definite
impact on the execution of the budgat at all levels (execu-
tion is covered in more d2tail 1later in this chapter). it
impacts the obligation rate by placing a 1legal (R.S. 3679
USC) upper 1limit on spendiing and an administrative lower
limit on *the obligation race.

The RMS operation may be too largs to grasp if you ¢ty
to observe the complete system at one2 *ime, The RMS can be
broken down into three (3) nearly sszparate operations which
facilitates the cbservatiosn of RMS. These three phases are,
budget submission and the receipt 2f an operating budget
(covered in this chapter), budget ex=cution (covered in this
chapter), and repocrting (covered :ir the previous chapter).
These three phases are zll inter-related and form a self-
closing cycle: each phase needed to complete the next.

S B. CLAIMANT/ACTIVITY INTERPACE

To deal with the activity level budget submission in

- ™

this marual you can take as a given the events tha:t preceda
th2 local activity submission at higher levels. These are a
given in that a single activity has a minimal impact on the
events at the DCD level aad above. These actions includs
the Congressional actions, the PP8S c-ycle at DOD, the review
and reclama that claimants go through with NavComp* and
similar actions from that level up. A budget can be viewed
as a financial plan of action. To quote the Navso P-3582,
operat budget is_ 1e signed tovggovide a n agains

; 5Ric per%gglancg can be me suredg iances ag% yze ‘ agf

adjustments made to_ permit 2[f2ctive managemen
reSources_at all echelons. Although the budget is an
annual glan it ayst :c;tribute +9 the attainmpent of

. uture o Igc{ives and aisslons. I+ is not an entltgiunto

-e

tself, * has roots in the past and must bear a rect
relationship to the future.
62
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The develog:ent of an operatin% budget is a process of

f deterpining tlese requirements at the’ lowest echelorn (

: normally a’” cost centeér) and summarizing these require-

ments wvith thcse of _oiher cost centers far the "total

activity. In developing a budget the cos*t center manager

] utilizes thosi s c%flc guidelines_ provided by he
comsanding officer (Ref. 12: pg. III-1].

! Keeping in mind that a budget should not be a cast in

concrete document but be a dynamic, <changing plar the
j command must still begin somewh2re each fiscal year.
l Offically the ccmmand budget preaparation begins with the
| budget call frcem higher authority however, given +time
| constraints the comptroller must begin prior to the receipt
| of this document if a sound budget is desired. Using the
reports available on the current year operations, antici-
pated changes in the upcoming vyear, and the commanding

officer's guidance, the comptroller can issue an interral
I budget call to ccst center managers. This internal budget
§ call should involve the r2spective cost center managers in
{ +h2 budget process. Th2 internal budget call facilitates
participatory budgeting which aids in the acceptance of ths
budget by the managers. They in turn can provide estimates
on work load and costs for the comptroller to use in a
prelimizary budget preparation, Th2 format in PFigure 3.2,
AG, PC, CAC, and, EE will provide a majority of the =3xpense

s

data needed *o prepare i budget in any one 9f <+he three
formats that are rTequic=zi. These forma*s are described

below:

1) By cost center, Activity Group/Subactivity Group,
Functioral/Subfunctional Zategory, and Cost Accoun%t there
under. The budget by cost center is submitted on the

Operating Budget /Expense Raport (NavCompt Foram 2168) and is
for internal use in managament control.

s 2) By responsibili*y center, Activity Group,
Punctiorals/Subfunctional Ca*egory, and Cost Account,. This
format is preparad on +the Operating Budget/Expense Repor*
(NavCompt Porm 2168) and is submitcad %9 higher authority.
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3) By Functional/Subfunctional Category, and Zxpense
Element. This format 1is prepared on the Activity
Bulget/Apportionment Submission (NavZomp:t Form 2179-1) and
is for submission to higher authority. A separate NavCoupt
2179-1 is required fcr each activity group when required by
the major claimant and/or »>perating budget grantor.

An example of the NaviCoampt Form 2168 is shown as Figure
4.2. This form is the prescribed standard submission form
but major claimants often make modifications for reporting
requiremenzs to ga*her ajditional information needed in
apportionment and budget submissions.

The development of a local budza+ is basically a four
step process. These steps are as follows:

1) Developing and translating ¢he planned workload for
each cost center into Dbudget/accounting classifications,
such as c¢ivilian and military labor hours, material require-
mants, work or services to be performed for others.

2) Applying realistic dollar values <o each of <+he
above within quidelines establishel by NAVCOMPT and manage-
men+ commands (e.g. The use of a psrcen+t inflation fac+or
for supplies or a percent pay raise for civilian labor).

3) summarizing ani 23ijusting the dollar estimates for
each cost center and the 2ntire command *hus providing the
planned cperating budget £>r internal use,

4) Preparing the final budget £or the +*otal activity
and submission to higher authority.

{Bef. 12: pg. III-2]

These four steps all «c¢an begin 2nd end with 2 basic
format similar to Figure 3.2 . P2ast operational resul*s are
available ip *his format (in <the records of past fiscal
years operations) and Jepartment estimations for *he
upcoming fiscal year can b2 formatad in this way.
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This preliminary budgeting c¢an be £inalized with the
receipt of the cffical budget call from higher authori+y.
This budget call will normally include ananual planning
figures for NOA, and civilian and military personnel end
strengths. These figures are given as 'ceilings* which
cancot be exceeded in the formal budget submission. At this
time certain funds may be fenced or targeted, it otherwords,
these funds can only be appliel to that purpose (e.g. main-~
tainance of real property, professicnal travel).

With the receipt of the control figures from higher
authority the activity must wmake their preliminary budgez
conform to the limitations <¢f the budget cail. Control
figures are assigned target amoun+ts for the activity to use
in its budget preparation.

In the process of making the preliminary budget meet the
constraints given in the budget c¢all thcse programs and
functions f£oi1 which adequate —rescurces are ndot expected to
be provided become the urfunded requirements. Thase
unfunded requirements can necrmally be submitted along with
the operating bhudget. S5reat cara should be taken 3in the
praparation of +his requirement list, it should be fully
Justified and documented. These unfunded requirements can
have a definite impact apon additional funding for <he
command later in the fiscal year.

With the cowmpletion of ©preparation of +he constrained
(preliminary) budget thz commanding cfficer will normally
review and ultimatey approve the budget for submissicn. All
cost and workload estimatas should be supportable and the
budget should be an accurate reflaction of the command!s
mission, priorities, and needs. Wdith the preparation of the
final budget submission for higher 2uthority the command
must be prepared to give follow-on justification if
requested by superiors in the funiing chain. #ith the
submission of the NAVCOMPT PORMS 2168 and 2179-1 the ac*ual
buiget submission is complate.
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During +he ccurse of the fiscal year there is a constant
reviewing of operations in the financial area. There is
normally one formal review per year conducted a2t all levels.
Tha formal review is called the mid-year review which *akes
place late in the second quarter of zach fiscal year. This
review begins at the activity level and goes up the chain of
command to the CNO level. Each budget category is analyzed
for obligations to date apd projected obligations for ths
balance of the fiscal year. Prograns are lcokad at for the
possibility of froviding resources for previously uafunded
requirements caused by changing conditions. If one precgraa
is being spent a* a slower rate than anticipated the savings
may be reapplied elsewherz. Major claimants review thei:
subordinate commands and rescommend reprogramming actions to
the Fiscal Manacement Division at OPNAV which reviaws the
total requirements and rscommendatisns in conjunction with
the program sponsors and the Director, Navy Programmiag andi
Planning, and then recommends thsz appropriate reallocation
of fundirg *o the Comptroller of the Navy. The Comptroller
makes a final review and forwards recommenda+ions to 0SD fo:
approval and submission *o congrassicral committeses as
raguired.

Several acticns can take place during the year basel
upon <the review cycle. Recoupmsnt Is the recovery of
programmed funds frem 2n area which has been *erminated,
slowed down, nad a change in support requir=sments, had
changes in contract prices, and so 21. These funds can then
be recovered and reapplied as necessary.

Reprogramming can tak2 place at any level within DOD
whan funds are moved from one ©program or budget category *o
another. Reprogrammming is constrained by law as +o tha2
amount of funds that may be sc mov2d withou: higher level
approval (higher level :is defined a2s SECNAV and up). Tha
general limitations that apply are as follcws:

65

R R Y e G P T - - seos =




1) ©Prior approval is requirei to reprogram fuads for
items specifically reduc2d or eliminated by Congressional
action or in which Congr2ssional committees have expressed
interest: for items beyond specific program limi%ations
imposed by OMB, DOD, or SECNAV: feor increase in gquantity of
major procurement programs: or for transfers from an earlier
fiscal year program.

2) Annual apprepriations kave a limitation requiring
prior approval of the Comptroller cf the ¥avy and/or higher
authority for specific and cumulativa changes 2£ $5 aillion
or more. The Director, OPNAV Fiscal Management Divisicn may
approve a cumulative adjustment of less +thar $5 miilion.
Similar limitations appiy to Procuresma2nt and RDIEE appropri-
ations but the dcllar threshholds may change.

Reprogramming actions a2t a command do have an impact on
the whole Navy execution program. The ccmmand is inveolved
at *he claimant level, the internil reprogramnming at %<h=2
command level must bLe submitted on updated financial plzans
and reviews to tle claimant.

C. INTERBAL MANMAEMENT USES

Perheps the largest and lorngss* phase of the budget
cyzle is that c¢f budger execution. To qudote the Navy
Comptroller's Manual (Vol. 7),

Budget executicn is that phase 2f the Dbudget_cycle which
apcodmpasses __all actions requirsd, to_  accemplish effec-
tively, =2fficlently, and economically *he programs for
which  funds were "r=quested ani approved by competent
authority, The budget execution phase overlaps the forau-
lation and review phasss in that updated_ financial plans
based on current priorities aust be completed in time €for
actior under those plans +to begin c¢n, 1 October of a new
fiscal year.  The execution phasS=a continues throughout the
period of aya;lab;lltz 3£ +he agpr:prlat:on £5r obligation
and expenditure. 2ffactive pudge+ execution _ra2quires
procedures for control 2nd evaluation which will ensure
compliance with requla+ions and limitations estabiished by
the Congress, the General Accounting Office the Treasur

Department the 0ffice of Managemen® and Buﬁget (OMB) , an

the Secretary of_ Defense as well as all 2chelons of
res sigllity and, command within ..e Department of ths
NavgoFRe « 23 section 300013.
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While this is a 1lengthly definition it is the overall
(offical), view of budget execution. At the 1local level
budget execution is the accomplishment of the command's
annpual financizl plan. The annual financial plan 1is the
approved budget for a coamand. Involved ir this is the
realization that all funds apprecpriated by the Zongress mus+*
be accounted for by tha Navy. To a great =2xtent budget
exacution is the carrying out of the approved plan. The RMS
accountirg system reflects how th2 plan is being accom-
plished. The efficisncy, ffz2ctiveness, and =aconoay
mentioned in the NAVCOMPT Manual are just as Important as
the acccunting. An efficiant commani gets more done fof the
sanme furding level, an 2ffactive command meets its goéls or
missior and an economical cc¢mmand 3io2s not wastz funds. all
of these concepts are important to tha Navy.

Budget execution at the local level is a subset of that

u

§
w

function at the Departma=2nt of *+h: Navy level.

[e]

possibly the most important singls player in +he execurio

(&}

phase is the activity comptroller. Ia his position as the
staff advisor to *he commanding officer +the comptiroller's
frnction is to provide to the commandiing officer the factual
data necessary for the effective maizagement of operations.
To adequately perform this staff func<iorn +*h2 comptroller
has a variety of responsibilities, includirg:
1) *echnical guidance and direztion of financial mat<2ars
+“hroughout the organiza+ion,
2) administration of all laws, policies, regjulazions,
and directives pertaining %o financial management,
3) budget €formulation, review, and axecution,
4) accounting and statistical 3ata collectinn,
5) *he review of perisrmance agains< financial plans,
6) tLke promotion of economy and z€£ficiency in *he
performance of assigned programs.
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This is rot an all inclusive list but it does point out tha
major duties of the comptroller.

The role of a comprtroller in budget executiorn 1is the
effective accomplishment of a combination of tasks. These
tasks are a subset of +he pravious list of responsibilities
and include:

1) *ranslation of programs into financial plans and

budgets,

2) coamparison of performance t5 plans,

3) tke analysis and =valuatiorn of operatiag progranms,

4) to serve as a consul tant and ms2mber +o 3ll resources

pianning and reviaw boards,

5) the adainis*ration of the civilian manpower ceiling

ccntzol progras,

6) the performace of internal fiscal review and audits,

7} <he accounting for resources and Inven+ories.

Any and all of +tlese tasks need <o be complet2d4 in a timely
and accurate manner. I not, +he whole managemen+t ccntrol
system suffaers and without a good financial conzrol systenm
the overall management control system will suffer agqualily.

Budget execution begias prior to the receipt ofi the 0B
for any given fiscal year. The activi+y must be ready by 1
October to operate on either 2 continuing cesolu*ion or a
new appropriation from th2 Congress. To do *his the command
planning for the new fiscal year mus: be flexible and real-
istic. Normal control figures <from higher authocity are
austere and require *he command to have the abii .2y and <he
knowledge of its operation *c operate within these ini<ial
planning figures. This requires the accounting system *o
accurately portray the parformance 3£ all ccst centers in
the current (clesing) fiscal year s2> the comp+troller can
present a realistic ©plan of operations €for the upcoming
fiscal year that will stay within t+he ©olanning £igures
provided.
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With the approval of this plan by the commanding officer
and the offical fund distribution by higher authority c¢n the
NAVCOMPT Porm 2168-1 the detailel financial plan must be
submitted to higher authority. The actual operating budget
is then issued to the command on a 2168-1 anrd this beconmes
the basis for any furthsr submissions of reports and/or
reclamas.

Effective budget execution makes use of <+he managemen*
reporting system (UMR) to constantly ®rack the financial and
workload position of the command. This should provide %hsz
information necessary for interral aljustments o reprcgraam-
ming to meet the current condi=ions. Such reprogramming
must be done within legal limi*a<ioas, command priorities,
and must te able to be justified to higher authority. #hern
the budget execution program identifiss a Jefinite shortfall
of funds a reclama can b2 submit*2d to hicher authoriry.
This reclama may or may nd>t result in addi-ioral funds, that
depends on a variety of factors. Tha reclame must be well
documented, justified and competitiv2. Again “he accournting
and reporting systea proviies a portion of the <he basis €or
the reclama. It must th2refore he accurate 2and <¢imely %o
provide the comptroller tha2 necessary Zfacts *t2 develooe <he
reclama. In a manner of speaking badge+ execution carn best
be seen as a constant procass of raview,. The rev.ew i3 in
tw> modes, the first is ¢the informal command-level conzin-
uous review,

D. CIVILIAB PERSONNEL MANAGEMERT IMPACTS

RMS functions as 3 control 1m=2chenism Iin the area of
civilian personnel managament at the ac=ivi+4y, claiman+t,
DON, and DOD levels, This control mechanism takes the form
of authorized civilian end strength £or DOD, DON, claimants,

and activities. Civilian s*affing is con%+rolled by the us=2




of ceiling points, erd strength, (nuaber of civilians on the
payroll on 30 September) and funded man-years. Punded man-~
years is a concefgt of equating the dollars spent or civilian
labor to a rumber of full-time equivalent man-years. If a
stable number of civilians were on board for a complete
fiscal year (no vacarcies or temporary 2mployees) wman-years
should equal end strength. However, if employees were added
or temporary emfloyees used <to m=2et unusuzl Jemands or
vacancies occurred during the year the man-years of employ-
ment paid for may not egqual erd s«Teng*h or ceiling poin+*s.

Higher authority uses a2 combination of t*he man-years ani
end-strength figqures to sat ceiling point rnumbers for activ-
ities. A coomand where th2 map-year f£igure was consistently
lover +han the end strangth could be <casily vieved as
having *oc many ceiling poin*ts and vice versa. This type of
control Is used down the chain of command frcm OMB *o DOD,
to the claimant, and the activity.

RMS, with its reporting system, contains informa<ion on
civilian labor. Tha reports contaia sxpenses for laber and
number of persocnel employed, thus providiag higher
authori+y the inpu+t for this control systenm.

BE. CONRCLUSION

This manual has presented an ovarview o RMS from its
inception to the present day. By highlighting some of the
ipter~relationships and availabls ianformation <the manual
hopefully will provide tha user an insight in<o RMS. It is
not intended to be a detailed guide +o the innerworkings of
RMS but a ready referenc2 to the overall systenm.
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