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A BSTRACT

- This thesis provides a synopsis of the 'Resources

Management System' (RMS) which is -urrently in use at many
Nlavy shore activities. The infr-mdtion is presented in
manual format so that it can be used as a guide zc the
Resources Management Systam. The manual provides insight

into the background of EMS and pr-ov Ids a concise view of
ENS operations at the local command level. rhe manual is

focused at the local zoaaand level because the greatest

number of EMS participants are at that level. The overview
highlights relationships within the system and provides a

view of the EMS reporting requirements.
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1. GEERAL

Since its inception in 1947 the Department of Defense

(DOD) has been faced with the need for accurate and timely

information for mnagement use. This need has been met with
a variety of systems. One of those systems, the Resources

Management System (RMS), was impleamnted in July cf 1967 as

an ictegrated approach t- budgeting, accounting, and the

reporting of expenses wit-hin the 3paration and Maintainance

appropriations of the military servi:9s.

B. OBJECTIVE

The objective of this thesis is to provide an overview

of RMS as it applies to the Operatioa and Maintainance (O6M)

appropriation of the Department of the Navy (DON). Current

information, regulations, and policies pertaining to R!1S are
contained in the the Navy :omptroller's Manual, Naval Supply

Systems CommandPublications, and other related instructions
and Navy notices. The pcimary reference for RMS is NASO

P-3006-1, Financial lanagement of Resources (Shore

Activities). This thesis presents a compilation of these

sources of information to present a manual which can be used

as a reference fcr RMS witdin the DON.

The manual focuses Prizarily on the local command level

since the greatest number of RMS pirticipants are at that

level. The manual includes background information leading

up to the establishment of RMS and provides a concise vie w

of RES operations at the local command level. The overview

highlights relationships within the system and provides a

view of the RMS reporting :equirements including the Uniform

8
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Management Reporting (UMR) system. The manual is intended

not only to be a guide foe those unfamiliar with RMS and but

also as a reference for those who ire knowledgable in the

area.

C. SOURCES

The Navy Comptroller's Manuals, Naval Instructions, and
Naval Notices are the main sources of information for this

manual. Other relevant publications, including the text of

the Practical Ccptrollership Course (PCC) from the Naval

Postgraduate School and several theses from that institution

were reviewed to obtain the necessary information. This

information is, for the most part, readily available to

local commands, it is however, fragmented and requires a

great deal of time to research. rhis manual s-eks to limit

that loss of time.

D. ORGANIZATION

This manual consists of in four (4) chapters. Each

chapter can be used as a reference to the section of RMS

covered in the chapter. The chapters together cover RMS as

it applies to the Operations and maintainance, Navy (O&,N)

appropriation. The four chapters are:

1) An Introduction to the RNS,

2) Accounting in RMS,
3) What is in RMS,

4) How the System Works.

The author offers conclusions and observations based

upon his interpretation of the available sources of informa-

tio n.

9
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This manual provides an overview of the Resources

Management System (RMS) currently being used by Navy
2 commands ashore funded with the Operations and Maintainance,

Navy (0&M,N) appropriation. rhe saaual highlights RMS, its

uses, capabilities, and reports. The Uniform Management

j IReporting system (UMR) and its reports are covered to

aquaint the user with the potential of that system.
The manual is divided into 4 chapters, which comprise a

complete overvieu to RMS. The four chapters are:

1) An Introduction to RMS (this chapter),

2) Accounting in RMS,
3) What is in RMS,

4) How the System Works.

This introductory chapter contains a synopsis of the

History of RMS, the Appropriations included, Funds Flows as

they relate to a command, and a teriinology and definitions

section. This mnual is intended for use at the activity

level as a ready reference and possibly for instructional

purposes. At higher levels it can be used in much the same

way, with more emphasis cn the in3tructional aspect.

A. BACKGROUND AND HISTORY

The first comptroller of the Defense Department, Mr.

W.V. McNeil, laid the evolutionary groundwork for RMS

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

During the mid 1960,s the systems begun by Mr. McNeil were

vertically integrated to establish a link between Planning,

Programming, and Budgeting of operations and field execution

and reporting o! those operations. This integration was

10
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accomplished through Project Prime (Priority Management

Efforts). RKS is the result of that effort and is an inte-

grated budgeting, accounting, and reporting system that

monitors the use the Navy's expense type resources.

Prior to RMS, resources were provided to local Navy

commands in the form of numerous llotments for specific

areas or items. Each allotment required separate accounting

and reporting to the fund's grantor (who may or may not have

been directly involved in the chain of command to the local

activity involved). Two examples which illustrate the

variety of allotments a command might have at any given time

are: an allotment for postage stamps (from the Navy

Administrative Office) 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 general suppligs, these amounts could

not be interchanged. rhis type of funding contributed to a

chain of command problem wherein those responsible for the

operations and supervision of an activity (the operational

claimants), were not necessarily included in the funding

chain for large amounts of funds beiag expended in the oper-

ation of that activity. As a resul. the local commaider had

little flexibility in orchastratinc the execution of

resources at his command (Ref. 1].

As stated earlier the Resource Management System was

implemented within the De~irtment of Defense in Fiscal Year

1968 through an effort known as Project Prime. Dr. Robert

N. Anthony, the Assistant Secretary of Defense (Comptroller)

at that time, was tasked in 1965 to make major changes to

DOD programming, budgeting and accounting systems. RMS (in

almost its present form) was the result of this effort.

Related systems were also reviewed in the areas of inventory

management, capital equipment acquisition, and reporting



systems. These actions were based in part on an Executive

Branch request by President Johnson (24 May 1966) for all

Federal Agencies to accelerate the Joint Financial
Improvement Program. Many of these acticns stem from the

recommendations of the two Hoover Commissions (1947 and
1953), the requirements of the National Security Act (1949),

and the Budget and Accounting Procedures Act (1950).

For a period of about ten years after RMS was imple-
mented in Fiscal Year 1968 there was no overall

co-ordination of management reports used in RMS. This

vacuum led to a proliferation of local and claimant specific

reports. To alleviate this problem a system was designed to

consolidate and standardize management reports which could

normally be expected to be extracted from the RMS database.

This system of reports is today called the Uniform

Management Reporting System (UMR). UMR was implemented in

Fiscal Year 1977 as a supplement to RMS tc provide specific

financial information for local commands and claimants. The

system consolidates several previous NAVCDMPT reports,

rou-inely compares actual performanze to the budget, and
eliminates much of the need for the manual preparation of

reports from the available command database. The UMR system

can produce up to seven basic report formats which display

fina.cial type information about local commands.

B. APPROPRIATIONS COVERED BY RMS

As stated above, this manual focuses on the O&M,N appro-

priation as it is used at the local command level. This

funding is used for the operation and maintainance of a
command. The Expense Operating Budget (EOB) granted by

higher authority is the total amount of expense type funds

available to a command for a given fiscal year, except for

° the additional funds gained by the amount of reimbursable

12



orders accepted cr reimbursable work performed, billed and

collected. The EOB is issued to a command to fund the

expenses incurred for its operation. A command may attempt

to gain investment type finding through specific allotments
for special prcjects, investment equlpment procurement

(Other Procurement, Navy (OPN)I, or new construction funded

with the Military Construction (MCON) appropriation.

However, the accounting fDr these funds is handled outside
the RMS accounting system. Th- RMS x-counting system covers
only expense type asset consumption (e.g. civilian pay or

supplies). It also inclules reimbursable work accomplished

by an RMS activity which is accounted for within RMS.

Reimbursable work is that work which is not required in an

activity's mission statement. It is performed for the

requestor and billed to that requestor for the amount of

variable costs (normally), for the work completed.

The two major expense appropriations within DOD are
Operations and maintainance (O&N), and Military Personnel

(MP). New Obligational Authority (NOA), that amount the

commanding officer may legally obligate, does not include

reimbursements and military personnel expense. These items

must be estimated and supported in the submission of a
command's budget. The other appropriations are normally
considered investment type fundinq.

When RMS was implemented, .onsiderable effort was
devoted to differentiating between investment and expense

1. costs. Uniform criteria were established by DOD to distin-
guish the costs of ongoing operations (expenses) from those

costs associated with the acquisition of long lived assets

(investments). Investment costs normally lead to long run

benefits as opposed to current operations.
Expenses are defined as labor costs, material consumed,

ani services received, except when used in the production of

investment equipment. The NAVCOMPr Manual gives detailed

13
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instructions for the classification of costs by the

expense/investment criteria. Some examples in the expense

area include: salaries and wages of employees, end items of

equipment costing less than $3,000, non-repairable parts
including those in support of air-.raft and missles, food,

clothing, petroleum and lubricants, furniture, furnishings

and galley and mess equipment that ire moveable in nature.
Other costs that are normally expenses are maintainance and

repair of real property, rentals and services (Ref. 2:
section 40601.

Investment costs are aormally those associated with the

acquisition of equipment and real property. Included in

this area are the cost of major end items of equipment,

other end items of equipment costing more than $3,000;

centrally managed spare parts and assemblies; and the

construction, mcdification and maintainance that results in

an improvement of the basic zharacter, purpose cr opera-

tional capacity (Ref. 2: section 4060]. Further definitions

and instructions are contained in the current issuance of

SECNAVINST 7040.6 and the NAVCDMPT MANUAL.

Project Prime had two basic goals in accounting for

military personnel, 1) include all military personnel

services of a mission/organization in a unit's budget, and

2) charge all military personnel (with a few excep-ions) to

a program, project and/or function _i- accordance with actual

duties.
At the time RMS was planned the intent was to combine

the Military Personnel, Navy (MPN| and the 0&M,N appropria-

tions. This is evident in the inclusion of military

personnel expense in the reporting of operational costs of

an activity. The DOD budget for Fiscal Year 1968 was

submitted to Congress in this fashion by the Assistant

Secretary of Defense (Comptroller). The Congress did not go

along with this concept partially due to a juristictional

14



dispute among the various appropriation committees involved

in the funding of the Defense Departsent (Ref. 3]. Had this
combination taken place the responsibility center might have

gained considerably more operational flexibility in spending

command funds. Even without this consolidation, commands

are still required to report statistical data on military

personnel expenses in their operation. This report has

helped to emphasize that military personnel are not a 'free'

resource, and has enabled both DOD and the Navy to more

realistically determine the true cost of operations. Even
though military personnel expenses are still funded through

the Military Personnel appropriation (MPN) and not the O&F.,N

appropriation they are statistically costed for each respon-
sibility center to determine the 'true' cost of a service or

function.

C. FUNDS FLOW

Each command receives its funds as the result of the
funds' flow through the chain of command. A brief descrip-
tion of that chain 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. Following Presidential
signature the Treasury Department issues an appropriation
warrant (which sets up an accountinj structure for each

appropriation within the rreasury) siting the appropriation

number. The Comptroller General (Head of the General

Accounting Office (GAO)) countersigns all warrants issued by
Treasury. The warrant is then passed from Treasury to the

Office of Management and Budget (OMB) where it is appor-

tioned by fiscal period (in the case of O&M it is further

broken into quarterly obligational constraintsi, and then

15
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Figure 2.1 Funds Flows.

passed to the Secretary ,f Defense (SECDEF) who furthe:

allocates the appropriation to the various services.
In the Navy's case, the actioas from the SCDEF are

passed to the Secretary of the Navy (SE--NAV). The
Comptroller of the Navy, a member of the SECNAV staff,

passes these funds to tha Chief of Naval Operations (CNO).
The CNO in turn allocates them to the various claimants
(e.g. CHNAVNAT, CINCPACFLr, SUMED). These claimants then

issue Expense Operating Budgets (EDB) to field activities

known as responsibility :-enters in the RMS concept ot . 08SN

funding. Legal limitations in the f3or of Section 3679 B.S.

15



responsibility goes with those funds to the field activity

level (with the 1OB). 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 flow of funds from the Congressional

level to that of the claimant.

D. DEFINITIONS

The following definitions are provided to enhance under-
standing of RMS. With the use of acronyms and abbreviations

in the Navy, there exists a real possibility for misunder-

standing. These definitions are, for the most part, taken
from the Navy Comptrollers (NAVCOMPT) Manuals or other

offical publications. If the definitions provided are still

unclear these manuals provide furthec, more detailed expla-

naitions.

1 1=i iA 1 21f . 3_ 1iZ 1 _K:oU (AMI&: A structure
signified by a two digit code which shows cost breakouts by

principle functicnal area. The AG/SAGs represent an inte-

grated programming, budgeting, and accounting classification

structure. An AG represeats a major function identified by
a claimant/subclaimant ii a budget submission and will
aggregate to a decision package in the budget. A SAG repre-
sents a more detailed breakdown within the AG. The AG/SAG

codes reflect primary breakouts of fiaancial data for use in
programsing, budgeting, management and accounting for

expenses and gross adjusted obligations in the O6MN appro-

priation. The AGs art generally used only at the
claimant/subclaimnt level and above while SAGs are used at

the responsibility center level and above. In otherwords

the activity will normally manage to the SAG level rather

than the AG level. Examples of the AG/SAG structure are:

AG: NR, General Defense intelligence
SAG's

17



H3, Pacific Command Intelligence

H4, European Command Inteiilignce

H5, Atlantic Command Intellignece

56, Other Command Intelligence

AG: SC, Procurement Operations

SAG'S
iS, Inspection and resting

* 2S, Quality/Reliabilitv Assurance

3R, Supply System Services
, a 21 q The methol of accounting whereby

revenue and expenses are ilentified with specific periods of

time, such as a month or year, and are recorded as incurred,

along with acquired assets without regard to the date of

receipt or payment of cash [Ref. 4: pg. 16].
A1ida2,LJieZm, A&, s92 _k1a U (I_1 U j6/): This law

requires that funds be spent only for the purpose for which

they were appropriated. For example, use of )&MN funds to

procure Investment (OPN) aquipment violates Sec 3678 RS.

&ntidefioLj2Rnn &=, 2_qs Ak2_ B (_1 _1gc §_): The law
which forbids anyone from obligating funds in excess of the

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

appcrtionment of appropriations.

A oort o _D : A determination by the Office of
Management and Budget (O.1BI that limits the amount of obli-
gations that may be incurred in a specific time period

during the fiscal year. For example, an appropriation of

$10,000,000. may be apportioned to allow only 25 percent

obligations per quarter, or maybe 30, 25, 25, and 20 percent
A respectively, pet quarter.

18



pro 2j A part of the Appropriation Act

providing a specific amount of funds for specific purposes.

Ag3gJL 2M & gn2Rai A±U .I (A&): An activity or
command designated by the Navy Zomptroller to perform
accounting for awother shore activity or itself.

Bu gs : A plan of operations for a fiscal period in
terms of sources and uses of funds, workload anticipated and

historical data for an activity.

c amiju : An adinistrativa reservation of funds
based upon firm procurement directives, orders, requisi-

tions, authorization to issue travel orders, or requests to
incur obligations without further action by the requestor.

ngQEt &g.ont,: Accounts established to classify trans-
actions by cost according to the purpose of the transaction.
Cost account codes are used to ua-formly identify the

contents in management reports throughout the Navy.

926- _Q211K: A subdivision of a responsibility center

for which identification of costs is desired and is amenable

to cost control througf one responsible supervisor.

;2 §t Costs which are incurred for and are
readily identifiable to specific work or work assignments.

jM..jir&: The act aal payment of funds (a disburse-
sent) . A charge against available funds supported by an

approved voucher, claim or document.

112243 2: The costs of operation and .aintainance of

activities.
I n 1 &lAl : Identifies the type of rdsource being

consumed in the functional/subfunctional category or program
element (e.g. 'A' military labor, 'T' supplies, 'U' civilian

labor).

EJxBs3t.JiLiR ft BU2S1 jf: rhe operation and carrying

out a program as contained in the approved budget.

19
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fZC Aiu jZsU A2a1 ca19XUgU (PCLiZ): A structure
si;nified 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

(PC) and the second is the subfunctional category (SFC).
Por example:

FC: Y, Medical Mission operations

SFC: YE, Patient Affairs

TF, Dietetics

YG, Pharmacy

TH, Laboratory

FC: i, Maintainance of Real Property

SFC: MI, Recurring Maintainance
M2, on-recurring Maiatainance

Jok 9KUr: A local command system that identifies a
particular task cr function within a local command. The job

order system provides for the a-cumulation of accrued

expenses. This system must be able to produce accrued costs

by SAG, FC/SFC, CAC, and BE (if necessary). The job order

number (JOY), is normally assigned to a specific segment of

a cost center's cperations. Zost centers may have numerous

Joys. These JOs will normally relate to a specific local

management code.
&QGi HA ,, L GA2e MWdL A coding structure which

provides local managers the ability to code and Identify
respective inter tel management levels, tasks and operations.

An example of this would be a local =ode system that specif-

ically identifies a cost center or area within a cost center

such as dietetics operations within a hospital foodservice
operation or a specific building on a military compound.

LM's may be designed to relate to various CACs within the

accounting structu-e.

20



In QOjhgan a4. ALi2_z (i11 Authority to incur

obligations becoming newly available for a given year,

authorized by current and prior congressional action.

Q a u £a&bE±h!: Congressional authorization to

procure goods and services within a specified amount by

appropriation or other authorization, the administrative

extension of such authority as by apportionment or funding,

and the amount of authority so granted.

bl gj I : 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.

Renl ur2ui a: Amounts received by an activity for the

cost of material, work or services provided to others, for

credit to an appropriation or other fund account.

e ibU _ C"et~;: DOD defines this as "...an

organizational unit headed by an officer or supervisor who

is responsible fcr the management of resources in the unit,

and who in most instances can significantly influence the

expenses incurred in the unit" [Ref. 5: sec 102, pg. 1-6)].

IBsour&es: Military and civilian personnel, material on

hand and or on order, an! the entitlesent to procure or use

material, u4ilities, and services required fcr the perform-

ance of the basic mission of the responsibility center and

work performed fcr others.

VI q.jM" W2Zg: Any document or requisition meeting

the criteria of an obligation, issued for material or

services which has not yet been received by the ordering

activity. These are considerel a legally binding contracts

which have not been received or performed.

1 Qk gi.: A measura of output that expresses a volume

of work; conversely manhours and dollars are measures of

input required tc produce work units or perform work.
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The foundation for the complete system (R MS) is the
expense account structure. This one basic structure

provides complete integration for bulgeting, accounting, and
.. reporting (Ref. 6: pg. 136]. ]!his accounting classification

I system overlays all phases of RMS operations so an under-

Ft
I EE EE I EB

SAG I I I

PCC

s SPG I I I 1

CAC I I I I

Figure 3.1 Expense Account Structure.

stianding of the acccuntin operation is essential. This

system provides the local commands with the ability to

report costs in 4 basic formats:

1) by program element, this identifies what program

is using the resou:zes,

2) by Activity Group/Subactivity 3roup, which reflects

the utilization of funds in the manner budgeted,

3) by Functicnal Category, that tells why or for what

purpose the funds were ased,
4) by Expense Element, that tells what kind of resources

were used.
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ITOT AL I r I U I V I W I

CKC I S8 I 32 I 7 t 11 I 8 I I
tC I to I 18 I 17 I 13 I 15 I

FC/SFCl 118 I 501 24 I 21 1 231 (subtaotal)

CAC I 30 I 10 1 0 I 14 6I

CAC I 40 I 5 I 23 I 2 I 10 I

FC/SFCI 70 I 15 1 23 I 16 I 16 I (subtotal)

AG/SAG I 188 I 65 i 47 I 37 1 39 I (TOTAL)

Figure 3.2 Accounting Classification Relationships.

Figure 3.1 shows the bas-: structure of how the accounting

system builds from the CA: to :he A:. At the field level

*the comptroller will deal in the last three of the above

categories, the Cost Account Codes (CAC), (as shown in

* figure 3.2), and the LMCs.

A. BUDGET CATEGORIES

With RMS being designed to communicate between the

various levels involved in a coded format (by category) an

understanding of the relationships within RMS is necessary.
The various budget categories proviwde for the communicationII°.." of data in differing focmits for these use_-s.

A definition of the bulget categories 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

the administraticn of funds with RMS. For example:

AG F3 Base Operations Support-Other

SAGs EE Aircraft Flight Operations

FE Payments to GSA

FL Morale, Welfire and Recreation

2) Functional and Subfunctional Categories (FC/SFC): a

structure which describes the spac..fic functions being

performed within activity groups (AGI and subactivity groups

(SAG). The fir-t digit is the funztional category and :he

second is the sutfunctional. For example: A, B, C, W, X,

and Y are FCs for various mission operations. SFCS along
with the above FCs further define the segment of that func-

tion. These are used to collect expenses by function.

3) Cos t Account Codes (CAC): Specific cost accounts

which have been established to classify transactions

according to purpose. The CACs are used to identify

uniformly areas of effort and to luantify work units in

management reports. These codes relate directly to subfunc-

tional category codes. Examples are as follows:

SFC D1 Administration, 3eneral

CAC 1AO0 Commani

1A10 Command and Executive Office

IA30 Public Affairs OEfice

Under the SFCs used for the Maintainance of Real

Pro perty
SFCs Ml/M2 Maintainance of Real Property

CAC 7100 Buildings

7140 fRP of Storage Facilities

7150 MRP of Medical aad Dental Facilities

The CACs account for input in man-hours and output in work

units [Ref. 7: section 4640 ]. In tais example the CACs 1AO0

and 7100 are summary CACs and the CACs 1A10, IA30, 7140,
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7150, are the subsidiary accounts which can be totaled to

the overall cost for the respective summary cost account.

4) Expense Elements (EE) : This code structure identi-

fies the type of resource (input) being used. A single

digit code which is used along with the CACs and FC/SFCs to

identify the costs by type within the accounting system.

Some common examples are:

A Ccst of NiJitary Personnel

M Utilities and Rents

Q Purchased services-other

T Supplies

U Civilian Labor

5) Local Management Code (L3C!: A structure which

provides local aanagers with the ability to code and iden-

tify internal management levels, tasks, and operations. An

example of this would be a local system that specifically

identifies a cost center or an area within a cost center,
such as dietetics operations within a hospital foodservice

or a specific building on a military compound.

The four preceding buiget ca-=gories (AG/SAG, FC/SFC,

CAC, and EE), along with local job order numbers and LMCs,

are the foundaticns of the system. 4 local Job Order Number

(JON) presents information which relates all of the catego-

ries mentioned above and also the fiscal year and
appropriation. These are used to identify and summarize

costs within cost centers. It is necessary to understand

how they relate to and build on each other in order to
understand how RM!S works. The CACs are the building blocks,

as depicted in Figure 3.2, relating to a specific PC/SFC and

consequently to a specific AG/SAG.

Figure 3.2 is an example of how the costs of various

expense elements , cost account codes, and functional/

subfunctional categories add up to a total for an

25



activity/subactivity group. This type of format allows for

the summarization of costs by EE, ZAC, FC/SFC, and AG, SAG.

The NAVCOMPT Manual Volume 2 gives detailed descriptions of

the CACs, including work units and how to count these wori

units.

B. EXPENSE ACCOUNTING SYSrEM

The expense accounting system ha its roots in a General

Ledger, which is designed to accumulate the financial data

required to operate the system and meet objectives of the
accurate classification of costs by type of expense. The

structure of the General Ledger A:counts allows for the

uniform classification of all accounting transactions by the

classification and posting of transactions to the various

accounts as indicated by the type of account. The accounts

in the General Ledger ars structured so as to indicate the

general classification 3nd the title of the account. The
major classifications of accounts are as indicated in the

figure 3.3 The General Ledger structure (GLA) is a somewhat

different system in that it deals with assets, liabilities,

income, expenses, the memorandum/budgetary, and statistical

accounts. Previous material dealt only with the expenses of

ope rations.

The GLAs track three fiscal years, the current year plus

the two prior years. Expenditures in the current year may

be a reflection cf a prior year obligation. This system is

designed to reflect that type of occurance. The GLA struc-

ture follows transactions from commitpent to ibligation to

expenditure. Each of these actions effects several of the

account categories within the 3LA structure.
2
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"IaIQ C4jAmficati2 Account ajei.s
Asset Accounts 1000 - 1099

Liability Accounts 2000 - 2099

Investment Accounts 3000 - 3099

Income Accounts 4000 - 4099

Expense Accounts 5000 - 5099

Memorandum/Budgetary &ccts. 9000 - 9999
Statistical Accounts 0900 - 0999

Figure 3.3 GLA Account Classifications.

The asset accounts include operating budgets authorized,

unexpended EOB, uncosted obligations, accounts receivable

and various income accounts from other agencies.

Liabilities are basically accounts payable, items that have

been costed but not as yet expanded. The investment

accounts are the so called 'declining balance' accounts.

The balances decline as items (transactions) are expended.

An accounting entry in this series requires a contra entry

in the 5000 series (expense accounts). Other entries in

this series (3000) concern undelivered orders, and accrued

expenditures. The income accounts (4300 series) show the

various sources of incoa. to an activity. The expense

accounts (5000 series) contain the cost of work or service

done for others. These are the exDenditures which decrease

the amount of unexpendel EOB. The memorandum/budget ary

accounts contain accounts receivable from other appropria-

tions, other federal agencias ani non-federal agencies.

Reimbursement income from outside sources is also contained
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 included in the normal RKS
funding chain. The statistical accounts (0900 series) give

the information gathered from the accounting 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, and other items. A contin-

gent liability is a liability of a known amount that has an

unknown date of payment (e.g. civilian leave). Detailed

descriptions of the general ledger accounts are given in

section 211 of the NAVSO-P3006-1.
As previously defined an obligation is a legal require-

ment to pay for goods or services. An expense is a cost of

operating an activity, or a cost of doing business. rn RMS

this can lead to some confusion because of time differen-

tials between the actual obligation and the receipt and

costing of goods or services. The potential for confusion

exists in that a department head or other user may not

understand the difference between an .xpense, obligation, or

expenditure. An expense represents the consumption or

utilization of an asset. If a zoatract was let for the
yearly rental of an item on 1 Dctober, the obligation occurs

at the time the contract is signed. The expense charged to

the cost of operations for that item would be prorated over

the fiscal year, probably in monthly increments. A $120,000

contract would he expensed at $10,300 per month with the

remaining balance carriad in a prepaid expense (asset)

account. The obligation would reduce the amount of funds

(NOA) available for use but the total 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

month the prepaid asset account would be decreased and the
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expense account would increase. Similiarly, the cost of

civilian payroll at the end 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,

the payroll would be paid in January, however the expense of
the first 5 days would be an expe.nse of the first quarter

and the last nine days an axpense of the second quarter.
The above contract or payroll is also a description of

accrual accounting. This method of accounting recognizes

the fact that there are other items of value than cash. In
the above example of the contract the prepaid expense is an

asset which is of value but not in cash. The accrual

accounting method decreases the prepaid expense monthly and

increases the expense of operation at that tiae of actual

consumption. It recognizes the expense in the period in
which it was incurred without regard to the receipt or

payment of cash. This type of information is presented in

the Trial Balance Report (NAVCOMPT Report 2199) which is

discussed in Chapter 4. Figure 4.5 displays data which

shows in some cases obligations but no expenses for a period

and vice versa.

C. ACCOUNTING REPORTS

One of the requirements of any a-count-ing system is the

production of reports showing the results of operations, in
financial terms cf a fiscal period. The reports cosing from

RMS will be covered in detail in the next chapter, a brief

discussion is included in this chapter to assist in summa-

rizing the accounting function.

There are two basic types of a:zounting reports, period
and position reports. The balance sheet is a position

- report, it shows assets, liabilities, 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 RMS.

The NAVCOMPT FORM 2199 (Trial Balance Report) is a balance

sheet which is a position report. The balances in the
various General Ledger Accounts (GLAs) are used to construct

the report which reflects the financial position of an

activity at a given point in time. This report is produced

monthly by the AA and submitted to higher authority. The

report reflects the status of all the funds available to the

command.

The two reports, the NAVCSMPT 2168 (Operating

Budget/Expense Report) and the NAVYOMPT 2169 (Performance

Statement) are like income statements for ac--ivities or

position reports. The 2168 comes in two levels of detail,

one by cost center and one by responsibility center. The

cost center report reflects fiscal year to date status of

SAG, FC/SFC and CAC within the cost center. It shows

manhours (civilian and military), labor expense (civilian
and military) and various categories of expenses. Tha

various cost center reports for an activity are summarized

and then presented as the Responsibility Center 2168 which

could be likened to a command income statement. These

reports are in the same format as the budget submission

which aids in the comparision of thS actual performance to

planned for use in management control.

The 2169 (Performance Statementi is a monthly report

that compares cumulative accrued expenses and work units by
SAG, FC/SFC and CAC by cost center to the budget for the
year by each category. This report displays needed informa-

tion for management control and the tracking of expenses

against income. In this case income equals the EO

authority received plus the value of reimbursable orders

received.
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IV. !iIa U ll

This chapter presents a summary of the interactions and

relationships within RMS and their impact on all levels of
DOD. These relationships include the cost centers, the

entire chain of command, the Congress and the President.

The chapter discusses the participants in the chain of
command and their roles in the budget process from the

Presidential level to the command level. A section on the

communications links within EMS describes the role of the

AAA within the system. The final section covers the various

reports, their ccntents and uses within RMS.

A. THE PARTICIPANTS AND THEIR ROLES

This section is a basic review of the budget formulation

process in the Federal Government and specifically in DOD.

This process is continuous and no one participant really
starts it, however, for purposes of discussing the process

it is useful to pick a starting point.
The Presidential budget submission to the Congress every

January is used as the place to begin a review of the

process. The Presidential Budget is built on agency esti-

mates provided tc the Office of mana esent and Budget (OMB).
0MB is charged with the responsibility of compiling the

President's Budget. OB works to a total target figure for

the Federal budget and must balaace the various agencies'

requests to meet that total. Presid.ntial influence is felt
through the isplementAtiri of his policies on defense and

the other federal programs. Areas of high pricrity will

probably get an increased share of the budget in a given

year.

31



Congressional action begins with the receipt of the

Budget from the President. The House and Senate Budget

committees, the Appropriation, and Armed Services committees

all influence and act on the budget as it relates to DOD.

The Armed Services Cammittees interact with the

Appropriation committees specifically on DOD matters, they

review and draft bills which will enact specific DOD
programs. The Appropriation committses set dollar limits

for authorized programs. rhe Appropriation committees

generally fund programs which have been approved by

Authorizing legislation. The DOD badget is subject to the

political process in the -ongress as are all actions taken

in that body. Trade-offs and bargaining can impact heavily

on the budget vkich finally is passed as an appropriation
bill. After Presidential signatura an an appropriation, OMB

re-enters the picture as a management agency. OMB appor-

tions the funding to set the rate at which the
appropriations can be spent. From OMiB the funding is passed
to the Secretary of Defense (SECDEP). SECDEF further appor-

tions the funds and allocates them to the various services.

The Navy gets involved at the Secretary of the Navy
(SECNAV), level. The funding flows lown through this officet in response to the budget input going up through the SECNAV

for inclusion in the DOD budget. At this level the funding

is allocated to the Chief :f Naval Dperations (CNO) and the
Commandant of the Marine orps (cr). The CNO allocates the
funds to the claimants (e.g. BUMED, H&VSEA, NAVAIR). The

claimants issue operating budgets (E36s) to responsibility

centers under them. At the responsibility center operating
targets (OPTARS) are issued to cost centers for their opera-

tions. Various levels in this chain may withhold an amount

for contingencie s.
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The budget input side of the funding process works in

the opposite direction. The cost centers first develop

their requirements based a pon expected workload and costs.

The responsibility center comptroller utilizes these and

other estimates to compile the activity budget for submis-

sion to the claimant. Generally, the activity budget must

meet assiqned target figures from the 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 mst bargain for and justify their require-

nents to NAVCOMPT for their share oE the Navy budget. CNO

and the SECNAV then hold joint reviews for these budgets and
ultimately develop the Department of the Navy (DON) budget
for submission to SECDEF. SECDEF and the Joint Chiefs of

Staff (JCS) have an influ--nce on the DOD budget submissioa

as entered in the Presidential Budget. The Planning,

Programming, and Budgeting System (PPBS) and the services'
Programs Objectives Memoranium (POM) are used to define how

the services intend to deal with the threat to national
security as specified in the Joint Strategic Planning

Document (JSPD) issued by the JCS. This threat analysis is
based upon scenarios and in-.elligence estimates of events

most likley to occur in the world. mne SECDEF after a joint

DOD/OB review and alteration process constructs the DOD

budget. The President injects whatever final aspects are

necessary and directs OMB to submit his budget (for DOD) to
the Congress. All the oarticipants from OMB through :he

claimant can and will (most lik-.lyi be called to defend
their part of the budget submission in Cotgressional hear-

ing s.

I;9
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B. COEEKUVIClTIOIS

RKS utilizes a variety of communication methods. It

appears to have been designed to mariuize the use of elec-

tronic means of communication while limiting the amount of

manual preparation of reports, transactions and changes.

A central entity in the communications system for RMS is

the Authorization Accounting Activity (AAA). The function

of the AAA is to provide accounting services to user

commands and reports to the commands and claimants involved.

Under RMS the activity transmits its accounting transactions

CLAIMANT < .
i i

(1) (3)

ALIITY<---(2)---->AAI AI

I = BOB authgrized
2 = Transactions input, errorcorrections, management

repprt s3 = Of &cal activity Reports

Figure 4.1 AAA Relationships.

to the activity which has been designated 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 transactions are returned to the

aiS activity for correction. At the end of accounting

periods, or as otherwise scheduled, the AAA provides the RMS

34

. ,'.- ,

- .. . .-.



activity with management reports. Concurrently, the AAA

submits the offical reports of th. 1--tivity to the claimant

as required.

The transmission of any and all of the items shown in

Figure 4.1 can be carried out in a variety of ways, naval

message, electronic data transmission and the mailing or

hand delivery of prepared documents.

C. RNS REPORTS

RNS reports are a form of responsibility accounting in

themselves. Reports give information in RMS in a variety of

ways, there are financial reports for appropriation alloca-

tion records and also functional category and expense

element reports. These reports are used at various levels

of management for differing reasons such as the tracking of

obligation rates, workloal and performance and the amount of
unobligated expense authority left in an appropriation.

This section discusses the Trial Balance (NAVCOMPT FORM
2199), the SAG, FC/SFC, EE report (NAVCOMPT FORM 2171), and

the NAVCOMPT 2168 and 2159 (Expense Operating Report and

Performance Statement respectively).

1. jAVCO 16

The NC (WAVCO0PT) 2168, the 3perating Budget/Expense

Report, is prepared in two levels of Istail, one is for the

cost center and the other is for the responsibility center

which summarizes the cost centers within the command. This

report provides details o. work units completed, man hours

and accrued expenses accumulated to date by cost center and

responsibility center. This is a position report which

shows the results of operations and their expenses for the

reporting period. This report is compiled by AG/SAG,
FC/SFC, and CAC within each cost ar responsibility center.
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This report is prepared in the same format as the budget

submission and of use at higher echelons to compare the

actual performance with the budgeted figures. The NAVCOPT

2168 provides details as to work units accomplished, man-

hours and accrued expenses (year to date) by SAG, FC/SFC,
and CAC. Figure 4.2 is an example of the NC 2168 for an

activity.

The heading of the report pr3vides information about
the command and appropriation data. The columns contain

SAG, PC/SFC, CAC, work units, military man-hours, civilian

man-hours, military services (expenses), civilian labor

expenses, material and supplies expense, commercial

contracts expense, other expenses, and total expenses.

Vertically the report displays the following: a total of

expenses by CAC within each FC/SFC, a total by FC/SFC within

each SAG, a total for each SAG, a total for all direct and

reimbursable expenses (separately), and a grand total of all

expenses.

2. NRVCOMPT 216 9

ThE NC 2169 (Performance Report) is a period report

showing the results of that period's operations. The report
is a monthly report which can be prepared for each cost and

responsibility center. The iccrued expenses incurred and
work units completed in each of the activity's cost centers

are shown by SAG, FC/SFC, and CAC aad compared to the budg-

eted amounts (normally) for each item. The actual expenses

and work units ccme from the local job order system and are
compared to the approved budgeted amounts for each item.
This report can be very useful at the cost center or total

activity level. Its usefulness derives from the fact thatI

it provides on one report a comparison of actual performance
to the approved budget on ! cumulative monthly basis. This

report is forwarded to the major claimant and other offices
as directed. Figure 4.3 is an example of the NC 2169.
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The NAVCOMPT 2169 provides actual year to date.

expenses and work units and compares them to the approved

budget. The heading of the report is nearly the same as the

NAVCOMPT 2168. The horizontal alignment has columns for

SAG, FC/SFC, CAC, total expenses for each SAG, FC/SFC, and

CAC, annual budgeted expenses, percentage of actual to

planned expenses, work units, actual, planned, and percent

of actual to plannned, and actual and standart unit costs.

The vertical alignment is the same as the NAVCOMPT 2168.

3. NJVCOJZT 217 1

The 6 C 2171 (AG/SA', FC/SFZ, EE Report) is a period

report prepared monthly. Data are presented in terms of

gross adjusted obligations and expenses showing SAG, FC/SFC,

and EE within each appropriation. See Figure 4.4 for an

example of the NC 2171. This report shows the flow from

obligations to expenses for both the current period and

fiscal year to date.

The NAVCOMPT 2171 (SAG, FC/SFC, EE report) provides

detailed input (on expenses and obligations), to the clai-

mant for input to the Navy's overall maragement system the

NAVCOMPT/Claimant level. The report ives accrued expenses

and gross adjusted obiagat ions for the current month and

year to date. The report is prepa-=? for each EGB and each

program element within each EOB. The report format shows a

five digit SAG, FC/SFC, :E code in which the first two

digits are the SAG, the next two are the FC/SFC and the last

is the EE. Expenses are raported as follows: by the five

digit code followed by a subtotal to the SAG, FC/SFC level

(the first 4 digits), next by the four digit SAG, FC, EF

structure with a subtotal by SAG/FC. This is followed by

the three digit entries, SAG/EE subtotaled at the SAG level

and a grand total. These entries are prepared for each SAG

within the responsibility zenter to zompile the grand total.
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The NC 2199 (Trial Bilanze Report) presents the

financial status of all funds available under the operating

budget. This report which is provided to the activity and

major claimant (by the AAA) presents the status of all funds

(direct and reimbursable) by fiscal year received by the O&M

activity on the resource !Luthorization and on reimbursable

orders. This is a position report which shows the command's

financial status at a given point in time. Figure 4.5 is an

example of this report. The net change in the financial

data in the report is used by the AAA to post to the

activity control ledgers. This report can be used to

monitor such areas as undistributed disbursements and to

track the 3 fiscal years (the current year plus tha two

previous), for obligation rate information.

The Trial Balance (NAVCQMPT 2199) provides monthly

status of all funds available under the EOB. The heading

contains information on the command, appropriation, and

other pertainent information. The report lists summary and

detail CACs groured by assets, liabilities, income, invest-

ments, expenses, and memorandum/budaetary accounts. The

columns of the report contain entries as follows: balances

from prior month, balances current month, changes for the

period, and total. The total is a grand total of all detail

acccunts except the statistical seri-s.

D. THE USR REPORTS

The UMR system as mentioned before was initiated in

1977. It consists of up to seven (7) different reports

which may be prepared by the AAA to be used for management

control by an activity, this rystem when initiated was

..to provide in o e report a comparison of actual and
planned management Kati In terms o$ expenses and gross
adjusted obligations, reflect unique management data
needs, when feasible, and include reporting cequirements
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currently satisfied outside of the offical management
reporting system" [Ref. 9].

This system was designed with the capability to prcduce

optional reports including the following:

1) combine data contained in the NAVCOMPT FORMS 2168 and

2169 into one report

2) combine data contained in the NAVCOMPT FORMS 2168,

2169 and 2171 in one report
3) display management information no-t available on the

NC 2168 and 2169 (e.g. obligations, production rates, man-

month/year conversions, planned workload, productive

effectiveness, quarter and semi-annual summariss, leave data

and prior year data at the cost account level)

(4) a display of data by month on a single page for each
cost acccunt with quarterly, semi-annual and annual totals

to provide informaticn in a readily usable format which

eliminates the need to refer to two or more reports and to

transcribe data to workshe.ts to obtain required information

5) eliminate the need to maintain manual records to

rezord work units and expenses by cost account on a monthly
basis since all months in the current year are visually
displayed for each cost account in the report

6) certain formats (UIR Formats A and 8), display data

by month for the entire year on one page, consequently only

the current monthly report needs to be saved, leading to

long term savings in filing and storaige space for reports
7) the system has the ability to retroactively correct

the prior mouth's data in UMB Format A or B to reflect

actual performance for that month.

(Ref. 10: pg. 18-38]

The UMR system has two parts, a funds control status
reporting system which is a 'bank statement' for obligation
control and a performance reporting system which provides

functional expense information by zost account. The system,
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designed for the &kAs to meet activity needs does have its
problems. Some A&&s cannot or do not provide a full range

of reports to user activities. The user activity is to have

the choice of report formats it receives.

The funds control status report is used to introduce

the authorization, annual obligation plan, for labcr and
non-labor, at the lowest management level. This report

displays commitments, oblijations, expenditures and presents

the 'obligation as a percent of plan', and the unobligated
balance. This report can be produced in three (3) formats.

These formats are:

a) Detail Transaction Listing (Direct and
Reimbursable), this report reflects all transactions input
for an activity which have a bearing on funds control. This
provides information needad to rasearch individual trans-

actions, identify errors or unrecorded charges and to

reconcile records.
b) Responsibility :enter, this report is by depart-

meat, division or cost center. A summary total report

providing cost center managers with detail on authoriza-

tions, gross obligations, annual obligation plan, and

obligations as a percent of plan.
c) The Commanding Officer's Summary, a report that

provides the commanding fficer the status of funds at any

given time including information sach as total authoriza-
tions (beginning of period and changes during the period),

gross obligations to date, unobligated balance, unfilled
orders, net available, annual obligation plan, obligations

as a percent of plan. This report :onsolidates the respon-

sibility center report to one page. These funds control
reports reflect a great deal of what was displayed in the NC
2171. They are more compact, understandable and present the
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information from two reports (NAVCOMPT 2168 and 2171) in a

single report.
The funds control status reports provide a means to

monitor commitments, obligations, and expenditures within

the activity. This monitoring ability is available at
various levels within the command, cost center, department,

and the command as a whole. These reports also provide the
means to trace individual documents (transactions) to their

source. The reports give the status of any changes to

authorized funds or OPTARS. OPTARS can be easily monitored

at higher levels within the comminl for control purposes.

For instance, the Commanding afficer's summary is a poten-
tial tool to monitor total obligations to avoid 3679 R.S.

violations and compares actual obligations against the plan
on a summary basis.

A short review of the reports will help provide a

better understanding of them. All reports show the EOB
holder, appropriation, and authorization number. At the

department/division level the detail transaction listing

report shows the LMCs as applicable and whether the funds
are direct or reimbursable. The columns (vertical align-

ment) , in the report show locument number, JON, quantity and

labor hours, unfilled requisitions and orders, accounts
payable, expenditures and obligations. The percent of

actual obligations to -he plan, amount authorized, and
unobligated balance is also provided. The rows (horizontal
aliqnment), give beginning balances in material, labor and
other, current transactions (by document number), labor
charges and ending balances in the labor, material and

other. This report is similiar to, only with more detail,

than Figure 4.6
At the responsibility center level the report comes

in two segments, one for each department and one that summa-

rizes the departments in the responsibility center. Both
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reports have the same format. Authorizations (beginning,

changes, and total to date) , gross obligations (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. The

rows of the report show total labor costs, total material

and other costs, a grand total and the amount of undistri-

buted disbursements. In the department report these amounts

are presented by individual departsent. This report is

siziliar to, only with more detail, than Figure 4.6

The Commanding Officer's Summary report provides

columns for NOA and reimbursable dollars broken out by

labor, material and other amounts and a total of these. The

vertical format shows beginning authorizations and authori-

zations to date. Gross obligations, unobligated balance,

unfilled requisitions, and net available amounts are

presented along with the annual plan, obligations as a

percent of plan and reimbursables information provide the

Commanding Officer the information needed for funds and

management control. F'gure 4.6 is an example of the

Commanding Officer's Summary report.

2. Pe_. for mjM- Re_r2ts

The performance reports ar in four (4) formats

lettered A,B,C, and D. The objectives of these reports wer4

to consolidate the NC 2168 and 2169 into one report which

gives a comparisc of actual and planed management data in

terms of expenses and gross adjusted obligation.. These

reports also reflect unigue management data needs, and,

where feasible include reporting requirements that are

currently satisfied outside the offi.al management reporting

system. A brief discription of the 4 UMR formats follows:
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The UNR A report gives information on production,

military and civilian labor, gross adjusted obligations,
staffing, undelivered orders, consignments, and prior year

expense information. Figure 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 summary

cost account is a higher level account into which individual
CACs are totaled. The cost center, department and division

reports are summarized at the SAG and FC/SFC level. The

report is prepared for the activity with summaries in the

SAG, FC/SFC and also an overall summary page is prepared for
the activity covering both total and reimbursable funds.

The benefit to the user command of this report is in finan-

cial control of the OPTAR or OPTARS at higher levels in the

organization. The report can be used in budget formulation

with the historical data on costs, outputs, reimbursables
and staffing. This report also measures perforiance (actual

against planned), and pcDductivity ratios for comparison

between periods. The report provides the capability to
monitor expense targets (e.g. Maintainance of Real
Property, Travel, ADP), and section 3 of the report monitors

gross obligations tc track against obligational authority.

Using the report trends in production, expenses, and back-

logs are easily identifi-ed along with variances in the
performance indicators based upon actual production.

The report presents information on the command,
appropriation, period covered, BOB number, FC/SFC, CAC, and

SAG and whether the funding is direct 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
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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 variance. Section two presents expenses

for labor (civilian, military, and contract), material

expenses, and total expenses. Unielivered orders, unit

costs, leave data and total staffing are also presented in

section two. The vertical alignment of sections one and

two present the above data by month, quarter, and year to

date, with the annual planning figures for use in management

control.

Section three of this report has columns for data on

gross obligations, unfilled orders (the current balance of

unfilled requisitions), and prior year expenses (current

period and year to date)

4. _2LrA1 B

The UMR B is very similar to UME format A, only

reduced in scope for smaller activities. This report is an

alternative to Format A for a smaller activity. Format B

does not have as much producticn rate information as Format

A and therefore limits the ability to do variance analysis.

With the exception of variance analysis Format B has the

same potential benefits to the user of Format A. It covers

work units, labor and gross adjusted obligations, and also

undelivered orders, consignments, and prior year expense

information. It also covers each cost center at the CAC

level; these are summarize! at the SAG and FC/SFC level. It

provides summaries of the above information and gives an

overall summary for the a:tivity. This report is illus-

trated in Figure 4.8

The UNR B can be produced i one of three 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 lt the CAC arnd summary CAC within
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departments and a summary at the FC/SFC, department, and

activity level. 3) with detail visibility to the CAC and
summary CAC level within LMC within the FC/SFC, department,

and activity level. This report can also be prepared by
budget line item (selected by the RMS activity). Section
one contains columns with information on actual and planned

work units, the percent of actual to planned work units,

FC/SFC, department, AZ, SAG and the total/reimbursable

funds. Section two has columns with the actual, planned,

and percentage of work units, civilian (regular and over-

time), military, and contract man-hours. Columns in section

three of the report give the expenses for civilian, military

and commercial ccntract labor. Material and other expenses,

undelivered orders, unit costs are also presented. Sections

one and two give monthly, quarterly, and annual (year to
date) entries for each column. Section 3 is the same as in

Format A.

5. FUZat C

The UMR C combines the NAVZOMPT FORMS 2168, 2169 and

2171. Figure 1.9 illustrates this report. It provides

cumulative year to date expenses, undelivered orders, and

g-ass adjusted obligations by CAC an! EE. It is a monthly

report for cost centers and the responsibility center. It

provides cumulative fiscal year to date figures for man
hours, work units planned and ccmpleted, work unit cost and
consignments at the cost iccount level. It provides actual

and planned experses, prior yea: resources used, undeliverel

orders, and fiscal year to da2e gross adjusted obligations

at the CAC/EE level. It provides a 3eparate report for each
cost center with the above information on direct and reim-

- bursable programs. Expenses are accamulated year to date by

FC/SFC within SAG categories. There is a summary report for
ths responsibility center of all cost center data with two

parts, direct and reimbursable.
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The cost and obligation data in this report can be

useful for financial control with its presentation of

expenses and obligations by CAC and EE. The historical data

in the report also has uses in budget formulation. The

report compares actual performance to plans, monitors

expenses and obligations by targets, and total obligations

for those authorizations subject to section 3679 R.S.

Format C has three sections, cost center, responsi-

bility center, and a recapitulation report for the

responsibility center. The heading of the report is similar

to that of formats A and B.

The column alignment for the cost and responsibility

center sections contain entries covering SAG, FC/SFC, CAC,

consignments, EE, fiscal year to date work units, work unit

costs, planned and actual expenses, prior year expenses,

undelivered orders and fiscal year to date gross aijustel

obligations. The vertical alignment in the cost center

report gives totals by EE, CAC (all E~s within each CAC) and

by FC/SFC by EE. A total figure for each SAG and each EB

and a grand total expense figure for each cost center is

provided. The responsibility center report has expenses

given by FC/SFC, by CAC, by BE, by CAC, by FC/SFC by EE, by

FC/SFC grand total and by SAG grand total.

The recapitulation, report has the same heading as

the two previous reports. The columns have SAG, FC, SFC, BE

and consignment entries. Vertically the data is summarized

by SAG, FC, SFC, and EE. the EEs are summarized at the SFC,

FC, SAG, and responsibility center levels.

6. Format D

The 9MR D is a consolidation of the NC 2168 and 2169

and presents the same data. This report is shown as Figure

4.10, it is a two part report, the )perating Budget/Expense

Report and the Performance State9ment. The Operating
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Budget/Expense Report (NC 2168) displays detailed data on

work units completed, military/civilian man-hours, and

accrued expenses, material and supplies, commercial

contracts and other expenses. These are given by CAC ani

then are displayed by FC/SFC and CAC for both direct and

reimbursable programs. A total is shown for each CAC within

each FC/SFC and SAG. Prior year expenses, unfilled orders

and consignments are shown at the SFC level (at the bottom

of the report).

The Perfcrmance Statement (RC 2169) is part 2 of

Format D. It follows the same format as the EOB repor

above and includes a display of actual work units compared
to plan, accrued expenses compared to plan with a percent

indicator of actual performance to the plan. This report

presents accurate, up to date finaniai and performance data

on a cumulative basis with no additional input requirements
on the receiving command, assuming the ccmmand was meeting

the reporting requirements prior to implementation of the

UMR.

URR D has uses in the areas of financial management

control, budget formulation, performance measurement, and

expense and obligation monitoring. Ths report is useful in

these areas because of its presentation of expenses, work

units, labor (hours and dollars) , by CAC, FC, and SAG. The

heading for the report has the same information as the other
UNR reports. The EOB section has columns with categories by

SAG, FC/SFC, CAC, work units, military and civilian man-

hours, military and civilian labor expenses, material,

other, commercial contract and total expenses. Vertically

the report totals,in each cost center, expenses by SAG,

FC/SFC, and CAC. Total expenses are reported by direct and

reimbursable categories for each cost and responsibility
cen ter.
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The Performance Statement has columns for SAG,

PCISFC, CAC, total expenses, annual budget expenses,

percentage of actual to plan, work units (actual, planned

and percent of actual to plan), actual budgeted and standard

costs, and backlog. 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 statement.

This overview of the reports was provided to

acquaint the user with a brief discciption of the informa-

tion available in the system.

E. REPORT CONPIISION

This section describes how the reports relate to one

another, identifies where information can be found iT. the

various reports and locates tha:. same information in the

other reports. The reports produced by RMS and the UR

provide information on the sxpenses, obligations, and

productivity of a responsibility or cost center. The same

information in these can often be found in more than one of
the reports. The only report that may be an exception to

the previous statement is the rrial Balance (NC 2199). This

is because it is a balance sheet showing the command's posi-

tion whereas the other reports show activity for the period

much like an inccme statement in the private sector.

The NC 2168 displays man-hours and expenses for AG,
SASs, PC/SFCs, and CACs. The total expense information is

displayed in column 12 for each CAC withia each SFC and SAG.

These totals can also be found in column 4 of the NC 2169

and the expenses columns of the RZ 2171 (which has both

* current period and year to date figures) . The UNR A and B

reports also display expense information in section 2 of
each report, Una reports C and D show the expense data in
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column 12. Formats A and B have the expenses by monthly

totals, C and D treak them out by SAG, FC/SPC, ER, and CAC.

The NAVCOMPT 2171 is the only NavCompt report which displays

the RE, it also shows the SAG and the FC/SFC (e.g. Total

expenses of $313,856 appear in the following reports, NC

2171, the 05R A, B, C and D. Total 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 and the Commanding Officers

Summary. If complete reports were used instead of portions

of reports the total expanse figures would also appear in

the NC 2168, 2165 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 UHR C and sectiDn 3 of the UNR A and B.

These are the only reports which give visibility to the

amount of obligations. These obligations are shown with the

expenses for the same area of int-: t (e.g. SAG, EE).

Information on man-hours appears in columns 5 and 6 of

the NC 2168 and in section 1 of the UMR A and B, and in the

UMR D in column 6. Produztion rate information is found in
the UE A and B in section 1, it shows man-hours and work-

units to provide manage ment the ability to monitor

productivity.
The NC 2168 also allows the sammation of expenses by

civilian labor (col. 8), material and supplies (col. 9), and

commercial contracts (col. 10) when these columns are
totaled. The UER A and 5 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 center. This report is gener-
ated from the general ledger accounts. The total assets

shown in this report represent the amount of funds a

commanding officer has to work with in a fiscal year.

Taking the total gross adjusted obliations from the MC 2171
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or the UNR reports and subtracting it from the total assets
figure will give the amount funds remaining for the fiscal

yea r.

By following from one report to another expense and
obligation data can be obtained in a variety of formats.
Totals can be obtained by SE, FC/SFC, AG, SAG, or CAC if the
reports are used appropriately.
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V. 1o1 II its Zn I19 .

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 displiy the effect RMS has on

the Navy. Budget devel opment and budget execution are

discussed. The effects of apportionment on a command are

reviewed within the discussion of budget development and

execution. Involved in the budgeting and execution cycles

are the limiting factors of civilian manpower limits and

man-years. These too are covered to show what effects these

limits have on a command's operations.

A. THE HIGH LEVEL USERS

RMS is used at a variety of levels within the Department

of the Navy (DON). The system is in reality a management

control system fcr all levels within the Navy. At the lower
levels, the cost center and the responsibility center, RMS

is suited for the planning and attention directing aspects

of management ccntrol, operational control and for funds

control. Management control is defined as "...the process

by which management assures that the organization carries

out its strategies effectively and efficiently" (Ref. 11:

pg. 21. Operational control is defined as "... the process
of assuring that specific tasks are carried out effectively

and efficiently" [Ref. 11: pg. 2].

The management control uses at the responsibility center
and below involve both output (production or services gener-
atud) and input (resources consumed). RMS provides the cost

center, responsibility canter, anl claimant with output

information which compares budgeted production of a given
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level with the actual. Unfavorable variances from the plan

can be identified and dealt with before they become uncor-

rectable. The output reports -long with the 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 levels 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 to the responsibility center level, with the

necessary information on funds availability to avoid the

legal violations associated with the overoblgation of an

appropriation or expense operating budget. while the cost
center would not normally have leagal violations associated
with overobligation, it needs the information in order to

control the funds assigned.

The expenses and obiigations of operations identify

potentia. funding deficiencies or excesses which might

require reprogramming or the recoupment of funds. The
reprogramming may be done it the rasponsibility center level
to meet changes in current operations. Reprogramming is the

action of shifting funds from one program to another. A
claimant may reprogram by moving funds from one activity to
another. The same holds true for DOD and DON.

0B uses input from DOD based upon RMS reports almost
solely as a funds control mechanism. As a watchdog agency

it needs the obligation reports to track the appropriations

already spent and those left unspent. These figures provide
the information CMB needs to function in funds' control and
in reporting to the Congress and the Executive Branch. OMB

would be involved in any recoupment/impoundment actions by

the Executive Branch or the Congress.
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OMB is also the offize that initially apportions the

appropriations tc control the expenditure of funds. The RMS

reports provide OMB the information needed to track DOD

against not only the total appropriation but also the indi-
vidual period apportionments. Apportionment has a definite

impact on the execution of the budget at all levels (execu-

tion is covered in more datail later in this chapter). It

impacts the obligation rate by placing a legal (R.S. 3679
USC) upper limit on spending and in administrative lower

limit on the obligation rate.

The RMS operation may be too large to grasp if you try
to observe the complete system at one time. The RMS can be

broken down into three (3) nearly saparate, operations which
facilitates the cbservation of RMS. These three phases are,
budget submission and the receipt of an operating budget
(covered in this chapter), budget execution (covered in this

chapter), and reporting (covered in the previous chapter).

These three phases are all inter-reLated and form a self-
closing cycle: each phase needed to :omplete the next.

B. CLAIMAIT/ACTIVITY INTER FACE

To deal with the activity level budget submission in

this marual you can take as a given the events that precede
the 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 and above. These actions include

the Congressional actions, the PPBS zycle at DOD, the review

and reclama that claimants go through with NavCompt and

similar actions from that level up. A budget can be viewed
as a financial plan of action. To quote the Navso P-3582,

A o oeratinu budget is desiged to prQvide a plan againss tperfomance can be measured vrances anayzed an
ad jusments made to permit pifective managemen of
resources at a41 echelons. Although the budget is an
annual plan it must zcitribute to the attainment of
uture o ec es and missions. It is not an entity unto
tself, t has roots in the past and must bear a &irect

relationship to the future.
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The development of n operating budget is a process of
determining tiese requirements a the lowest echelon (
normally a cost center) .and summarizing these require-
menats with thcse of other cost centers for the total
activity. In developing a budget the cost center mana er
utilizes those specific guidelines provided by he
commanding off icer [Ref. 12: pg. II-1]

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

concrete document but be a dynamic, changing plan the

command must still begin somewhere each fiscal year.

Offically the command budget preparation begins with the

budget call frcm 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 upzoming year, and the commanding

officer's guidance, the comptroller can issue an internal

budget call to ccst center managers. This internal budget

call should involve the respective cost center managers in

the budget process. The internal budget call facilitates

participatory budgeting which aids in the acceptance of the

budget by the managers. They in turn can provide estimates

on work load and costs for the comptroller to use in a

preliminary budget preparation. The format in Figure 3.2,

AG, FC, CAC, and, EE will provide a majority of the expense
data needed to prepare a budget in any one of the three

formats that are requizeI. These formats are described

below:

1) By cost center, Activity Group/Subactiv-ity Group,

Functional/Subfunctional zategory, and Cost Account there

under. The budget by cost center is submitted on the

Operating Budget/Expense Report (NavCompt Form 2168) and is

for internal use in management control.

2) By responsibility center, Activity Group,

Functional/Subfunctional Zategory, and Cost Account. This

format is prepared on the Operating Budget/Expense Report

(NavCompt Form 2168) and is submitza to higher authority.
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3) By Functional/Subfunctional Category, and Uxpense

Element. This format is prepared on the Activity

Bulget/Apportionment Submission (Navompt Form 2179-1) and

is for submission to higher authority. A separate NavCompt
2179-1 is required fcr each activity group when required by

the major claimant and/or o-erating budget grantor.

An example of the NavZompt Form 2168 is shown as Figure

4.2. This form is the prescribed standard submission form

but major claimants often make modifications for reporting
requirements to gather additional information needed in

apportionment and budget submissions.

The development of a local budget is basically a four

step process. These steps are as follows:
1) Developing and translating the planned workload for

each cost center into budget/accounting classifications,

such as civilian and military labor hours, material require-

ments, work or services to be performed for others.

2) Applying realistic dollar values to each of the

above within guidelines established by NAVCOMPT and manage-

meat commands (e.g. The ase of a percent inflation factor

for supplies or a percent pay raise for civilian labor).

3) Summarizing and adjusting the dollar estimates for

each cost center and the entire command thus providing the
planned operating budget for internal use.

4) Preparing the final budget for the total activity

and submission to higher authority.

[Ref. 12: pg. 111-2]

These four steps all can begin and end with a basic

format similar to ?igure 3. 2 . Past operational results are

available in this format (in the records of past fiscal
years operations) and department estima-ions for the
upcoming fiscal year can be formated in this way.
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This preliminary budgeting can be finalized with the

receipt of the cffical budget call from higher authority.

This budget call will normally include annual planning
figures for NO&, and civilian and military personnel end

strengths. These figures are given as 'ceilings' which

cannot be exceeded in the formal budget submission. At this

time certain funds may be fenced or targeted, in otherwords,

these funds can only be applied 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 make their preliminary budget

conform to the limitations cf the budget call. Control

figures are assigned target amounts for the activity to use

in its budaet preparation.
In the process of making the preliminary budget meet the

constraints given in the budget call thcse programs anO

functions £oL which adequate resources are not expected to

be provided become the unfunded requirements. These

unfunded requirements can normally be submitted along with

the operating budget. 3reat care should be taken in the
preparation of this requirement list, it should be fully

justified and documented. These unfunded requirements can

have a definite impact apon additional funding for the

command later in the fiscal year.
With the completion of preparation of the constrained

(preliminary) budget the commanding officer will normally
review and ultimatey approve the budget for submission. Al

cost and workload estimates should be supportable and the
budget should be an accurate reflection of the command's

mission, priorities, and needs. With the preparation of the

final budget submission for higher authority the command

must be prepared to give follow-on justification if
requested by superiors in the fun.ing chain. With the

submission of the NAVCOMPT FORMS 2168 and 2179-1 the actual

budget submission is complete.
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During the course of the fiscal year there is a constant

reviewing of operations in the financial area. There is

normally one formal review per year conducted at all levels.

Tha formal review is called the mid-year review which takes

place late in the second quarter of each 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 and projected obligations for the

balance of the fiscal year. Prograns are lcoked at for the

possibility of Froviding resources for previously unfunded

requirements caused by changing conditions. If one prcgram

is being spent at a slower rate than anticipated the savings

may be reapplied elsewhere. Major claimants review their

subordinate commands and recommend reprogramming actions to

the Fiscal Management Division at OPNAV which reviews the

total requirements and recommendations in conjunction with

the program sponsors and the Director, Navy Programming and

Planning, and then recommends the appropriate reallocation

of funding to the Cdmptroiler of the .?vy. The Comptroller

makes a final review and forwards recommendations to OSD for

approval and submission to congressional committees as

required.

Several actions can take place during the year basel

upon the review cycle. Recoupment is the recovery of

programmed funds from an area which has been terminated,

slowed down, had a chaage in support requirsments, had

changes in contract prices, and so oa. These funds can then

be recovered and reapplied as necessary.

Reprogramming can take place at any level within DOD

when funds are moved from one program or budget category to

another. Reprogrammming is constrained by law as to the

amount of funds that may be so moved without higher level

approval (higher level is defined as SECNAV and up). The

general limitations that apply are as follows:
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1) Prior approval is requirel to reprogram funds for

items specifically reduced or eliminated by Congressional

action or in which Congressional committees have expressed

interest: for items beyond specific program limitations

imposed by OMB, DOD, or SECNAV: for increase ia quantity of

major procurement programs: or for transfers from an earlier

fiscal year program.

2) Annual appropriations have a limitation requiring

prior approval of the Comptroller cf the Navy and/or hicher

authority for specific and cumulativ-e changes of $5 million

or more. The Director, OPNAV Fiscal Management Division may

approve a cumulative adjustment of less than $5 million.

Similar limitations apply to Procurement and RDT&E appropri-

ations but the dcllar threshholds may change.

Reproqramminq actions it a command do have an impact on

the whole Navy execution program. The command is involved

at the claimant level, the internal reprogramming at the

command level must be submitted on apdated financial plans

and reviews to the claimant.

C. INTERIAL MANIGEMENT USES
I

Perhaps the largest and longest phase of the budget

cycle is that of budget execution. To quote the Navy

Comptroller's Manual (Vol. 7)

Budget executicn is that phase -f the budget cycle which
encompasses all actions required to accomplish effec-
tively, efficiently, and economically the programs for
which funds were requested an approved by competent
authority. The budget ezecution phase overiaps the rormu-
lation and review phases in that updated financial plans
based on current priorities must be completed in time for
action under those plans to begin On l'October of a new
fiscal year. The execution phase continues throughout -he
period of availability of the appropriation for o ligation
and expenditure. Iffective budget execution requires
procedures for control ind evaluation which will ensure
compliance with regulations and limitations established by
the Congress the General Accounting Office .he TreasuryDepartment he Office of Manageme ra and Buget (0MB), an
the Secretary of Defense as well as all echelons of
rescPosiiility and, commanA within >.e Department of the
Nav [Bef.2: section 3000].
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While this is a lengthly definition it is the overall

(offical), view of budget execution. At the local level

budget execution is the accomplishment of the command's

annual financlia plan. ]he annual financial plan is the

approved budget for a command. Involved in this is the

realization that all funds appropriated by the Zongress must

be accounted for by the Navy. ro a great extent budget

execution is the carrying out of the approved plan. The RMS

accounting system reflects how the plan is being accom-

plished. The efficiency, effectiveness, and economy

mentioned in the NAVCOMPT Manual are just as important as
the accounting. An efficient command gets more done for the

same funding level, an effective command meets its goals or

mission and an economical zcmmand ioes not waste funds. All

of these concepts are important to the Navy.

Budget execution at the local level is a subset of that

function at the Department of th Navy level. Quite

possibly the most important single player in the execution

phase is the activity comptroller. Ia his position as the

staff advisor to the commanding o:fficer the comptroller's
flnction is to provide to the commanding officer the factual

data necessary for the effective managemert of operations.

To adequately perform this staff function the comptroller

has a variety of responsibilities, I.cludirg:

1) technical guidance and direction of financial matters

throughout the organization,

2) administration of all laws, plicies, regulations,
and directives pertaining t- financial management,

3) budget formulation, review, anl execution,

4) accounting and statistical data collection,

5) the review of per-formance against financial plans,

6) tLe promotion of economy and afficiency in the

performance of assigned programs.
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This is not an all inclusive list but it does point out th=

major duties of the comptroller.

The role of a comptroller in budget execution is the

effective accomplishment of a combination of tasks. These

tasks are a subset of the previous list of responsibilities

and include:

1) translation of programs into financial plans and

budgets,

2) comparison of performance to plans,

3) the analysis and evaluation of operating programs,

4) to serve as a consultant and member to all resources

planning and review boards,

5) the administration of the civilian manpower ceiling

ccntrol program,

6) the performace of internal fiscal review and audits,

7) the accounting for resources and inventories.

Any and all of these tasks need to be completed in a timely

and accurate manner. If not, the whole management ccntro!

system suffers and without a good financial control system

the overall management cortrol system will suffer equally.

Budget execution begins prior to the receipt of the EOB

for any given fiscal year. The artivity must be ready by 1

October to operate on either a continuinq resolution or a

new appropriation from the Congress. To do this the command

planninq for the new fiscal year must be flexible and real-

istic. Normal control figures from higher authority are

austere and require the command to have the abi .ty and the

knowledge of its operation to operate within these initial

planning figures. This requires the accounting system to

accurately portray the performance of all cost centers in

the current (closing) fiscal year so the comptroller can

present a realistic plan of operations for the upcoming

fiscal year that will stay within the planning figures

provided.
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With the approval of this plan by the commanding officer

and the offical fund distribution by higher authority on the

NAVCOMPT Form 2168-1 the detailed financial plan must be

submitted to higher authority. The actual operating budget

is then issued to the command on a 2168-1 and this becomes

the basis for any further submissions of reports and/or

reclamas.

Effective budget execution makes use of the management

reporting system (UMR) to constantly track the financial and

workload position of the command. This should provide ths

information necessary for internal aljustments or reprogram-

ming to meet the current condiL-ions. Such reprogramming

must be done within legal limitations, command priorities,

and must he able to be justified to higher authority. When

the budget execution program identifi es a definite shortfall

of funds a reclama can ba submitt.ed to hicheL authority.

This reclama may or may not result in addi-ional funds, that

depends on a variety of factors. Ibe reclama must be well

documented, justified and competit:iv. Again the accounrting

and reporting system provides a porti3n of the "-he basis for

the reclama. It must tharefore be accurate and timely to

provide the comptroller the necessary facts to devlope the

reclama. In a manner of 3peaking badqet executior can best

be seen as a constant process of review. The rw-_ew in in

two modes, the first is th _ informal command-level cont-in-

uous review.

D. CIVILIAN PERSONNEL ANAGEMENT IMPACTS

RMS functions as a control mechanism in the area of

civilian personnel management at the activity, claimant,

DON, and DOD levels. This control mechanism takes the form

of authorized civilian end strength for DOD, DON, claimants,

and activities. Civilian staffing is controlled by the uss
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of ceiling points, end strength, (nuaber of civilians on the
payroll on 30 September) and funded an-years. Funded man-
years is a conceFt of equating the dollars spent on civilian

labor to a number of full-time equivalent man-years. If a

stable number of civilians were on board for a complete

fiscal year (no vacancies or temporary employees) man-years

should equal end strength. Hovever, if employees were added

or temporary employees used to meet unusual demands or

vacancies occurred during the year the man-years of employ-

ment paid for may not equal end strength or ceiling points.

Higher authority uses a combination of the man-years and
end-strength figures to set ceiLing point numbers for activ-

ities. A command where the man-year figure was consistently

lower than the end strsngth couli be easily viewed as
having too many ceiling points and vice versa. This type of
control is used down the chain of command from OMB to DOD,
to the claimant, and the aztivity.

RMS, with its reporting system, contains information on
civilian labor. The reports contain expenses for labcr and

number of personnel employed, thus providing higher

authority the input for this control system.

E. COICLUS ION

This manual has presented an overview to RMS from its

inception to the present day. By highlighting some of the

inter-relationships and available information the manual

hopefully will provide the user an insight into RMS. It is

not intended to be a detailed guide to the innerworkings of
ERMS but a ready reference to :he overall system.
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