AD-A128 526 BUDGETING FOR NONCONSUMABLE ITEMS AT MARINE CORPS 17)
! LOGISTICS BASE ALBANY GEORGIA(U) NAVAL POSTGRADUATE
. SCHOOL MONTEREY CA F C WILLIAMS MAR 83
INCLASSIFIED F/G 15/5 NL

k-




.

Po——

e e e ——— e e o e

L 28 25
g pu
L

T =

L v
22 s e

N
(&

MICROCOPY RESOLUTION TEST CHART
NATIONAL BUREAU OF STANDARDS-1963-A




NAVAL POSTGRADUATE SGHOOL

Monterey, Galifornia

DTIC
B L ECTE|
A f.%f\‘(25‘5983§:
THESIS o~ ~

BUDGETING FOR NONCONSUMABLE ITEMS AT
MARINE COPPS LOGISTICS BASE, ALBANY, GEORGIA

by
Trederick C. Williams, Jr.

March 1983

Thesis Advisors: K. E. Euske/J. F. Mullane

Approved for public release; distribution unlimited

83 05 25 050 H




v e ——
"

DISCLAIMER NOTICE

THIS DOCUMENT IS BEST QUALITY
PRACTICABLE. THE COPY FURNISHED
TO DTIC CONTAINED A SIGNIFICANT
NUMBER OF PAGES WHICH DO NOT
REPRODUCE LEGIBLY.




SECUMTY CLASKIFICATION OF THIS PAGE (Phen Dass Entered)

REPORT DOCUMENTATION PAGE BEPOBE CORPL BTe F RN

T RUPSAY OUBEN ]i;i??ﬁﬁ?ﬁﬁ?ﬁﬁ1?15555##17?:5?:557?""‘

| 4p 425152

. 4. TITLE rand Subtirie) §. TYPE OF REPONRT & REMOD COVERED

Budgetlng for Nonconsumable Items at Master's Thesis
Marine Corps Logistics Base, Albany, March 1983

» Geopgla . PERFORMING ORG. ARPORT NUNMBER

‘ T 1L T U EORYRATY R GRanY wewelRre ]

Frederick C. Williams, Jr.

? ¥ " ADD . PROGRAM ELEMENTY. @
. PEAFOAMING ORGANIZATION NANME AND ADORESS AREA & SORK U ROJECT Tasx

e NIT NUMBE RS
! Naval Postgraduate School

Monterey, California, 93940

1. CONTROLLING OFFPICE NAME AND ADORESS 12. AEPORY DaATSE
Naval Postgraduate .School ...bf.a..ﬁ.cf.‘. 01'3'303“
t Monterey, California 93940 4y
. . MONITORING AGENCY NAME & A S80It ditforant tvem Centroliing Otfice) 18. SECURITY CL ASS. (of this rdpert)

"T8e. O :En. ASBIFICATION/ DOWNGRAOING |
SCHEDULE

{ e DISTRIBUTION STATUMENT (of thie Repert) :
i
~ Approved for public release; distribution unlimited

& camma

17. DISTRIBUTION STATEMENT (of the abatract entored in Bleak 20, /1 ditferent from Repert)

16. SUPPLEMENTARY NOTES

19. KEY WOROS (Continue an reverse 2/de 1 nosssasry and idontily by bleeh number)

Nonconsumable Items
Depot Level Repairables
Budgeting Depot Level Repairables

20. ASSTRACT (Cantinue en rovercs ofde If noccsomy and identily by Slosk number)

. -During fiscal year 1983 the Marine Corps implemented Phase II
of the Nonconsumable Items Program. The intent of the program

is to provide a single wholesale manager for depot level
repairable components and a single wholesale stock for all users.
Although general financial guidance such as reimbursement and
credit criteria have been provided in Department of Defense

tfl[

- DD 5% 1473  soimion oF 1 nov 6813 OBSOLETE
$/N 0102-014- 6601 |

-
1 SECUMTY CLABBIFICATION OF Tuis

‘*‘\'—"-;‘ R B It
U7 ks R A o

5




instructions, specific methods of budgeting and financial
accounting are at the discretion of the individual services.
This thesis describes the method currently employed within the
Marine Corps at Marine Corps Logistics Base, Albany, Georgia.
Alternative methods are discussed including major advantages
and disadvantages of each. The thesis concludes with
recommended changes for budgeting and financial accounting
methods for the Nonconsumable Items Program. The conclusion
is that stock funding of the Nonconsumahble Items Program
would provide flexibility, simplicity and is achievable within
the current appropriation structure.

A,

5

\

s ————— a—

DD Form. 1473 ‘ rED

Jan .3
s/ J 01d2-n14-66801 2 SECUMTV CLAMIMIEATION §F THIS #AGRRen Dote Ratecen:

T




e T P P

approved for public release; distribution unlimited.

Budgeting for longonsnnable Items
a
Marine Ccrps Logistics Base, Albany, Georgia

by

' Prederick C. Williams, Jr.

uajcr gnited States Marine Corgs
frizona state Universit ‘ T4

B
: ' u.A., Pepperdine University,

Bl

Submitted in partial fulfillment of the
requirements for the degree of §

MASTER OF SCIENCE IN MANAGEMENT

k " from the
{
i . NAVAL POSTGRADUATE SCHOOL
‘, March 1983
| ~ - -~

o Y __/_.:
l Author: l/zfcrga :11// /;’[i RPN |

' 3
o-advisor

Approved by:

Thesis Co-advisor

Crairmsan, Deparitment of Administrative Sciences

p
T MO0
Dean o £ Informa:;;§=;:352011cy Sciences

< AT -

- . 1. b e
e

A, oy - (" : 3 i .




ABSTRACT

During fiscal year 1983 the Marine Corps implemented
Phase II of the Nonccnsumable Items Program. The intent of
the program is t¢ provide a single wholesale manager for
depot level repairable components and a single wholesale
stock for all users. Although general financial guidance
such as reimbursement and credit criteria have been provided
in Department of Defense instructions, specific methods of
budgeting and firancial accounting are at the discretion of
the individual services. This thesis describes the method
currently employed within the Marine Corps at Marine Corps
Logistics Base, Albany ,G2orgia. Alternative methods are
discussed including major advantages and disadvantages of
each. The thesis ccncludes with recommended changes for
budgeting and financial accounting methods for the
Nonconsumable Items Program. The conclusion is tha+t stock
funding ¢f the Ncnconsumable Items Program would provide
flexibility, simglicity and is achievable within the current
appropriations structure.
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I. INIBRODUCTION

! _ A. PURPOSE

During fiscal year 1983 phase II of the Nonconsumable
Itens Program was igplemented within the Departament of
Defense. The intent of fhe program is to provids a single

} vholesale manager for depot level repairable components and
i a single wvholesale stock for all users.
, { Within the Marine Corps, the Inven4ory Control Point,
Marine Corps Logistics Base, Albany, Georgia has been desig-
nated as the program manager for the Noncoasumable Itoms
Program. As suclk Marine Corps Logistics Base, Albany is

R

Defense instructions. Specific methods for budgeting and

4 responsible not cnly for inventory accountability but also
\ the budget and funancial accountability of the progranm.

‘ . General finarcial guidance such as reimbursement 2nd

h ‘ ’ credit criteria lave been provided within the Department of

' financial accounting are the respornsibility of the indivi-
dual services., Marine Corps financial management of the
Nonconsumable Items Erogram currently involves the usse of

two appropriations which may or may not best serve +he
management needs of Marine Corps Logistics Base, Albany zo
support the program. This thesis will reviev existing

\ procedures used for budgeting and financial accounting of

‘f the NonconsumableItems Program and present al%<erna+tive

f methods, with advantages and disadvantages, that may be

E ' 3?7 employed by Marire Corps Logistics Base, Albany.
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B. NOMCONSUMABLE ITEMS DESCRIPTION

Nonconsumable¢ items may be segregated into principle end
items and erd item components tha*t are repairable.
Principle end items are major items of equipment such as
vehicles, tanks, or artillery pieces. The repairable end
item components zare frequently referred to as depot lavel
repairables since they are usually returned *o a depot
maintenance facility for repair. These items may be
repaired by use cf civilian contract sevices as well.
Throughout this paper the terms nonconsumable items axd
depot level repairables are used interchangeably. Since tl}
Nonconsumable Items Program is concerned with repairable e
itam components and not end itenms.

C. RESEARCH METEODOLOGY

The research methcd for this thesis consisted of discus-
sions with managers associated with the program, and review
of documents alné instructions primarily within the
Department of Defense. The intent and purpose of appropria-
tions and their 1limitations is a central focus to the review
of existing procedures. During the -esearch phase inter-
views were conducted with individuals at Marine Corps
Logistics Base, Albany. Applicable instruc*ions concerning
the Nonconsumable Items Program were reviewed, and
Department of the Navy financial managemen* instructiorns
vere researched. Finanally, a literature search concerring
control sys*ems wsas conducted.

D. THESIS ORGARIZATION

Chapter II provides a description of the Nonconsumable

Itemns Program. Included is the background and intent of the
prograa for both wholesale and retail activities. Also, the
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chapter reviews the financial management procedures appro-
priations affected, budgeting requirements and the flow of
funds into and ouvt of the program. Chapter III describes
how the rrogram is currently established at Marine Corps
logistics Base, 2lbany. This includes both the wholesale
and retail functions that are performed by Marine Corps
Logistics Base, Albany. Chapter IV presents several alter-
natives tha* may be considered other than 2xisting
procedures. Both advantages and disadvantages of each
alternative are also presented. Chapter V provides a
summary, conclusions and recommended changes to the
Nonconsumable Items Program procedures and methods of
management. The appendix contains definitions of siginifi-
cant terms used in the text,

10




II. JHEE NONCONSUMABLE ITENS PROGRAN |

| A. INTRODUCTION

This chapter describes the Nonconsumable Items Progran
? ! in order to provide a basis to evaluate and Jdetermire alter-
native methods fcr financial management of nonconsumable
items discussed in subsequent chapters. 1Included is a
discussion of the background of the program, the financial
management conceft, appropriations involved, the flow of
funds, and budgeting requirements. ]

B. THE NONCONSURMABLE ITEMS PROGRAM

1. ©Wholesale Responsibilities

(JLC) chartered a Nonconsumable Item Subgroup *o eliminate
unnecessary duplicaticn in the management and logistics
support of nonconsumable items used by more than one service
‘ (multiused noncorsumable items). On 30 March 1974 the
Deputy Secretary of Defense issued a memorandum to the
Secretaries of tte Military Departments to c¢ontinue *he JLC
ongoing effort but *c observe the following guidance.
{Ref. 1]

1. All nonconsumable items used by more than one service
would be identified and reviewed in order to deter-
mine the service that would be the material manager.

- 2. Assignment of *he materiel manager would be weighted
heavily ir favor of the service with the largest
technical and depot maintenance capability supporting

l In Pebruary of 1974 the Join* Logistics Commanders

the item.




3. Assignment of materiel management responsibility
would include computation of replacement and overhaul
requirements; budgeting and funding; procuremen*;
receipt storage and issue; depot maintenance; cata-
loging and disposal. Piecemeal assignments of the
functions would not be given to any service.

The JILC ceveloped a two phase program which was
approved by the Cffice of the Assistant Secretary of Defense
on 5 February 1975. Phase I of the program resulted in
wholesale managefent responsibility of each ncnconsumable
item being assigred to a laad service. These activities are
referred to as Primary Inven+tory Control Activities (PICA).
Under Phase I the functional responsibili*ies were limited
to cataloq, procwenment, disposal and depot leval mainte-
nance authority. During Phase I each supported service
continued to manage wholesale stocks of nonconsumable itenms.
The Marine Corps Logistics Base (MCLB) Albany, Georgia was
designated the Primary Inventory Contcol Activity for iteas
which the Marine Corps was assicgned wholesale managemen*
responsibility.

On 1 Octcber 1982 Phase II of the program was imple-
mented which added additional responsibilities o each
Primary Inventory Control Activity. Thaese were the assign-
ment of a single wholesale marager for each depot repairable
component and whclesale stock for all users.

With the implementation of Phase II, Marine Corps
Logistics Base Albany, as the Marine Corps Primary Inventory
Control Ac*tivity, became the wholesale manager for approxi-
mately 1990 depot repairable componen*s. Of these about
1720 are single service used, i.e. Marine Corps only, ard
270 are multiservice used. (Ref. 2]

12
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2. PRetall Responsibilities

Activities that perform the retail functions within
the individual services are designated as Secondary
Inventory Control Activities (SICA). Because Marine Corps
Logistics Base, Albany is the Inventory Control Point (ICP)
for the Marine Ccrps, it is also designated as the only
' Secondary Inventcrroy Control Activity for the Marine Corps.
As a Secondary Itventory Control Activity, Marine Corps

logistics Base, A3lbany manages approximately 4200 depot
repairable comporents. The wholesale manager (Primary
Inventory Control Activity) for about 2210 of these items is
a service other than the Marine Corps. (Ref. 2] The
remaining 1990 are those identified above which Marine Corps
Logistics Base, Albany is the Primary Inventory Control

| Activity and the only wholesale manager.

C. PINANCIAL MABAGEMENT CONCEPT

; , The financial management cf the Norconsumable Itenms

' Program is predicated on a fully reimbursable system where

' all issues from Frimary Inventory Control Activity wholesale
stocks to a Secordary Inventory Control Activity are billed
at standard prices. The return of unserviceable nonconsu-

mable items to Primary Inven*ory Control Activities from +the
Secondary Inventcy Control Activities is significan* tc the
operation of this concept. In this regard unserviceable
items may be cne of two conditions : repairable or not
1 repairable. Credit (refund) is alloved Secondary Inventcry
Control Activities fcr repairable unserviceable items
returned to a Primary Inventory Activity when a funded
requisition has Lteen submitted by a Secondary Invertory
Control activity. The criteria for issuing credit has ro*
been standardizeé among the Primary Inventory Control
Activities. The Marine Corps intends to provide credit only

13
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after the returned item has been inspected and its condition
as repairable has been verified. Other Primary Inventory
Control Activities do no* intend to inspec* the items but
merely issue a credit vhen an unserviceable item is
received. [Ref. 3] The services have agreed or the criteria
for the amount of credit to be provided to Secondary
Inventory Ccntrol Activities. This agreement allows for a
credit of 65% of the standard price allowed to Secondary
Inventory Control Activities for unserviceable repairable
carcasses wvhen a funded requisition has been submitted.
[(Ref. 4]

D. MARINE CORPS APPROPRIATIONS

The funding ¢f the Nonconsumable Items Program withir
the Marine Corps involves two appropriations: the
Procurement Marire Ccrps appropriation and the Operations
and Maintenance pParine Corps appropriation.

The Procurement Marine Corps appropriation is a mulci-
year appropriaticn intend=d for funding of investment type
items. Obligaticnal authority appropriated in any given
year is available for *hat year and the subsequent *wo
years. Repairable ncnconsumable items are considered
investment items and as such their procurement, either
wholesale or retail, is financed using Procurement Marine
Corps appropriated funds. FPunds reques+ed to meet all
requirements are subject to review at the Departament of
Defense, Office c¢f Management and Budge*, and Congressional
levels. Due to *he annual appropriation process, budget
reductions frequently occur. Therefore it is possible that
sufficient funds are not always available to mee* all
requireaents.
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The Procurement Marine Corps appropiation has a repro-
gramming threshold of $5 million which can impact on the
flexibility of meeting necessary requireaents when the
program is not fully funded. ([Ref. 5] Specifically, if
requirements in excess of $5 million occur after the appro-
priation process, the only means of obtaining additional
funds are throuqt supplemsental appropriation raquests :that
must be submitteé tc Congress.

The Operatiors and Maintenance Marine Corps appropria-
tion is used for financing the repair cf unserviceabla
nonconsumable corponents for return toc ready £or issue
vholesale stocks. The Opaerations and Maintenance Marine
Corps appropriatijon is an annual appropriation for whichk <the
obligational auttority is only available in the year in
which it is apprcpriated.

E. FUNDS FLOW

In the capacity cf both a Primary and Sacondary
Inventory Ccntrol Activi+y, Marine Corps logis*ics Base,
Albany okligates funds and expends funds, issues credits and
receives funds.

1. Primary Inventory Control Activity

As the Marine Corvs Primary Inventory Control
Activity, Marine Corps Logistics Base, Albany receives bcth
Procurement Marire Ccrps funds in the form of an allotment
and Operations ard Maintsnance Marine Corps funds as part of
its operating budget from Headquarters Marine Corps. The
Operations and Maintenance funds are used for repair of
unserviceable norconsumable items by either industrial
funded military activities or civilian contract services.
The Procurement Farine Corps funds are expended for procure-
ment of new and replacement items. Marine Corps lLogistics

R IPEE M T
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Base, Albany alsc expends Procurement Marine Corps funds
when auttkorizing customer credits for returned items. Thase
funds however, are maintained in a central allotment haeld at
Headquarters Marine Corps. As a Primary Inventory Control
Activity, Marine Corps Logistics Base, Albany also receives
funds from customers in the form of funded requisitions and
Military Interdecrartmental Purchase Requests (MIPR).
Regqardless of the scurce of these funds, they are credited
to the Procuremert Marine Corps appropriation when received.

2. geccndary Inventory Control Agtivity

As the Marine Corps Secondary Inventory Control
Activity, Marine Corps Logistics Base, Albany receives
Procurement Marire Corps funds in the form of an allctmen<
and expends these when requisitioning items from a Primary
Inventory Control Activity other than itself. Marine Corps
Logistics Base, Albany receives credits to this same allot-
sent when unserviceable assets are returned to other Primary

Inventory Control Ac*tivities., There is no =2xchange of
fupds, either real or statistical, between the Primary and
secondary Inventcry Control Activity functions at the Marine
Corps Logistics Ease, Albany. In other words, the Marine
Corps Logis+tics Ease does not buy from itself. Figure 2.1
shows the activities providing funds to and receiving funds
from Marine Corps Logistics Base, Albany.

F. BUDGETING

Marize Corps Logistics, Base Albany is required o
submit Procuremert Marine Corps and Operations and
Maintenance Marire Corps budgets to Headquartars Marine
Corps. As a Prirary Inventory Control Activity, Marine
Corps Logistics Ease, 2lbany must determine requirements for
new items, estimzte washout rates for all items aanaged, and

16
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MCLB, Albany == RICA
Eunds In

PMC Allotment from HQMC
O&MMC Operatirg Budget from HQMC
Funded requistions from SICAs

Eupds Ouyt

PMC Allotment for procurement
O& MMC Operatirg Budge+t for repair
Credits to SICAs, HQMC allotment

MC1B, Albapy == SICA

Punds In

Credi*s from FICAs for returns
Fupds Qut

PMC Allctment from HQMC

Figqure 2.1 PUNDS PLOW.

determine the nusber of unserviceable repairable items *o be
received in a given year. This is accomplished using
projected requirements submitted by Secondary Inventory
Control Activities and a process called the stratification.
The stratificaticn is a program that computes requirements
considering such variables as historical usage, projected
unserviceable returns, receipts from current replenshiment
actions and other inventory data resident in existing files.
Using the stratification information and user inpu%, Marine

17
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Corps Logistics fase, Albany prepares that pcrtion of the
Procurement Marire Corps budget to saupport Primary Inventory
Control Activity procurements. This includes the antici-
pated credits to Seccpdary Inventory Control Activities for
unserviceable rerairable returns. Combining the informaticn
‘ ’ from the stratif ication process and user raquirements wvwith
. average repair ccsts and contract repair requirements the
' ' Operations and Maintenancs Marine Corps budget requirements
to support *the repair of unserviceable returns is developed
' for submission tc Headquarters Marine Corps.
The Procurement Marine Corps requirements to support tha
Secondary Inventcry Centrol Activity function are developed
' in a simpiliar manner as *hose for the Primary Inventroy
Control Activity. The major difference is *hat the antici-
pated credits received from the return of unserviceable
repairable returns must be considered and the total

Procurement Marire Corps requirement reduced by tha*t amount.

“' G. SUMMARY

This chapter describes nonconsumable items and provides

‘ a gereral backgrcund of the Nonconsumable Item Proaram 7
; development within the Department of Defense. PFurther, it
' contains a description of the program as it applies to the
Marine Ccrps and particularly Marine Corps Logistics Base,

Albany, Georgia. The concep* for financial managemen* of i
+he program, the affected Marine Corps appropriations, the H
funds flow, and the budget process process have been
described in order tc provide the necessary background to
evaluate the adequacy of the financial process.

18

kAT . -

e




-
PP TPurr e e

e e . L

III. EIISTING PROCEDURES

A. IRTRODUCTIOW

This chapter describes various methods and procedures
used for management of the Nonconsumable Items Program. The
description inclides a réview of the intended uses ¢f the
appropriations irvolved and how they are applied tothe
Nonconsumable Items Program design within the Marine Corps.

Frequently, existing appropriations, procedures, and
systems are not designed to accommoda*e new programs, there-
fore it is necessary to provide an evaluation of the new
program within tlre framework of existing procedures. In the
case of the Nonccnsumable Items Program the appropriation
structure was devised long before centralized management of
wholesale nonconsumable items was proposed. Additionally,
the interrelatiorship of the program, with agencies bhoth
internal and external to the Marine Corps, raises the ques-
tion of should evaluation be an ongoing process to ensure
that all element : of the system support the progran.

This chapter first examines procedures used by .

Primary Inven+tory Control Activities. This includes the
funding of repair, the payment of credits to Secondary
Invnetory Control Activities, and the appropriation rela-
tionships. Secondary Inven+tory Control Activity funding of
procurement and the intent of the Appropriations is also
examined.

B. APPRQPRIATIOXS

As discussed above the Nonconsumable Items Program
within the Marine Corps involves the use of twc appropria-
tijons, the Procurement Marine Corps and Operations and

19
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Maintenance Marire Ccrps. In order to evaluate the prcgran
itself it is first necessary to establish the purpose and
intent of these two appropriations. To do this the terms
expense and investment must be defined because they are the
key words to establish the purpose of each appropriation.
The Navy Comptroller Manual provides the following defini-
tions for expenseé and investment. [Ref. 6]

"Expenses are costs of resources consumed in operating
and paintaining the Departmen*t of Defense"... this
«eyMincludes eixpendable sugplles and maintenance,
nalntenance refailr overhaunl and rework, assemblies
spares gnd repair parts_which are rot &es1qnated fer
centralized incéividual item management by an ircventory
contrcl point."

Investment is ..."costs of capital assets of *he
Department of Tefense!" Defense"... this_,.. "includes
all i1tems of equipment incliuding assemblies, spares and
repair parts wlich are sulbject to centralized individual
panagement and asset corntrol by an inventory manager or
inventcry controli point®,.., and excludes items desig-
nated for stock fund management.™

The Navy Comrtroller Manual also delineatas *“he purposes
for which +he Prccurement Marine Corps and Operatioms and
Maintenance Marire Corps appropriations are to be used. The
manual states that the Operations and Maintenance appropria-
tion is limited to funding support which meets expense
criteria ard the Procuremert appropriation is to be used as
necessary for the prccurement of investment items.

Based on the definitions provided, nonconsumable items
peet invesiment criteria and should be procured using the
Procurement apprcpriation and the repair of these items is
an expense that should be funded by the Operations and
Maintenance apprecpriation. [Ref. 6]
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C. PROCUREMENT VERSUS REPAI
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is returned,
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is appropriately an investnme
be argqued that the Seconda
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0 a Primary Inventory Control
e item is not returned, it is
ivity is procuring an investment
funds received by the primary
+o the procurement account *c
item issued or procure one if
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econdary Activities are buying a
g a used car, and therefore *his
nt. On the other hand, i+ can
ry Inventory Control Activities
ir and therefore the expenditure
er positicn appears to be the
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intent of the rrrogram and is supported by the following
paragraph from Chapter 6 of Marine Corps Order P4410.22B
vhich discusses financial management of the Nonconsumable
Items Proqram. [Ref. 1]

#2311 serviceable nonconsumable items, issued by _the gICA
to_the SICA will be on a re mbursable basis anda will be
billed at 100 percent of standard price. For stock
replacement requisitions, the SICA will receive a Net
Credit for the difference between the standard prjce arnd
actual experienced repair cost fozr all unsery{ceable
assets returnec¢ to the PICA. When actual repair costs
aren't available, a Sercent credit will be allowed which
reflects the PICA's dollar weighted average repair cost
for SICA items."

FProm this i+t appears that to credi* all funds received
ty Marine Corps logistics Base, Albany as a Primary
Inventory Control Activity +o the Procurement Marine Corps
appropriation is inappropriate. 1In those instances where an
unserviceable rerairable carcass is returned and a funded
requisition has teen submitted, the DOperations and
Maintenance Marire Corps appropriation should be credited
since it is the expense appropriation that furds the repair
of the itenms.

D. CREDIT RETURES TO SECONDARY ACTIVITIES

As indicated previously all funds received by Marine
Corps Logistics Ease, Albany from Secondary Inventory
Control Activities are credited %o the Procurmen*t Marine
Corps allctment. One designated purpose for this is to
provide the funds from credits to Sacondary Inventory
Ccontrol Activities when unserviceable rapairable iteas are
returned. Funds received by Marine Corps logistics Base,
Albany are in fact credited to the procurement allotment.
However, credits are not issued from the same allotment,
[Ref. 3] Current procedures rcequire that credits to
Secondary Inventcry Control Activities cite a procurement
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allotment maintained at Headguarters Marine Corps. This
prodedure was established because the allotment at
Headquarters which receives credits from a variety of
sources has suff icient continuous balance to insure funds
are always available to issue credi:s. [Ref. 3] Marine
Corps Logis*tics Fase Albany has been assigned financial
responsitility fcr program execution of the Nonconsumable
Items Program. (Ref. 4] Fragmentation of activities associ-
ated with this responsibility may not be the most
appropriate way to organize the program.

E. SECONDARY ACTIVITY PROCURBMENT VERSUS REPAIR

Similiar questions can be raised of what is being
purchased by Marine Corps Logistics Base, Albany's role as
+he Marine Corps Seccndary Inventory Control Activity. All
requisi+ions subgitted to other service Primary Inventory
Cen+rol Activities cite Procurement Marine Corps funds
regardless of an unéerviceable repairable carcass being
returned or not. Again, *he issue is whether the funds are
supporting the ccst c¢f procurement or the cost of repair.
Based on the same arqument used for the Primary Inventory
Centrol Activity reimbursable policy, the conclusion is that
vher an unserviceable item is returned, then the cost of
repair is being funded. Thus, in these instances, the funds
are o0 support ar expense not an investment and Operation
and Maintenance funds should be cited as opposed to
Procurement funds.

P. ALBANY AS PRIMARY AND S BCONDARY ACTIVITY

When Marine Corps Logistics Base Albany functions as
both the Primary and Secondary Inventory Control Ac*ivity a
significant volure of transactions occurs. The previous
chapter mentioned¢ that in this circumstance there would not
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be any financial transactions since the Marine Corps would
not charge itself fcr items issued. Considering that the
Marine Corps has but one Inventory Control Point and has
highly centraliz<d management of nonconsumable items, this
arrangement is guite workable and minimizes the amocunt of
financial transacticns required to manage the program.
(Ref. 5] Since all financial responsibility under this
arrangement occurs at the Primary Inventcry Control Activity
level, investment costs are borne by the Procuremen* appro-
priation. As lorg as the program is funded by the
Procurement and Cperations and Maintenance appropriations,
the current procedure seems a workable and efficient means
for handling those items for which *he Marine Corps is bhoth
the Primary and Secordary Inventory Control Activity.

G. PROGRAM PLEXIBILITY

A possible criticism of the current procedure is a lack
of flexikility tc¢ mee*t changing requirements, This is
particularly evident if there is a sudden unplanned incresase
in the number of unserviceablas repairable items being
returned. Under the currsnt procedure all revair require-
men*ts are budgeted annually and submitted as part of the
Operations and Maintenance Marine Corps budget. This
requires ~he estimation of the repair requirement as much as
a year in advance. In the event that repair rTequiremen<ts
significantly increase over the estimate there is no means
to absorb this ccst cther than tc reprograam wichin the
Operations and Maintenance Marine Corps appropriation. This
obviously reduces the funding avaible %o other programs not
associa+ed with the Nonconsumable I‘eas Program. Because
funds received from Secondary Inventory Control Activity
requisitions are credited to the Procurement Marine Corps
appropriation they are not available to support the repair
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requirement. Coirsequently, the use of using customer
revenues to fund repairs as intended is lost. ([Ref. 1]

Changes in procurement requirements can more easily bse
accommodated. Since requisitions are funded and credited to
the Procurement appropriation funds, are more likely %o be
available for changes to investment requirements.

H. SUMBARY

This chapter has discussed the policies and procedures
currently in effect to carry out Marine Corps Logistics
Base, Albary's financial maragement resporsibilities associ-
ated with the Norconsumable Items Program. The basis fcr the
discussion is the purpose and intent of *h=2 avppropriations
involived *o incluvde key terms that ralate to the prograam.
The financing of the Primary Inventory Control Activity
functionr and +the applicablz appropriations were evaluated
with particular emphasis on +the *ype 0f regui-ement tha= is
being firanced. The procedures for providing credits zo
Secondary Inventcry Ccentrol Activitiss was also discussed
for the Primary Inventory Control Activity function. The
financing of repair versus investment for *+he Secondary
Activi<y was reviewed. The role of Marine Corps Logistics
Base, Albany as a Seccndary Activity receiving support £rom
itself as a Primery activity was also> discussed. Finally,
the flexibilty or lack thereofin the policies and prccedures
in effect for the Nonconsumable Items Program was addressed.
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IV. ALTERNATIVE MEIHODS

A. INTRODUCTION

This chapter presents several alternative methods fcr

financing the Norconsumable Items Programs. Included in %he

discussicn of each alternative is the anticipated benefits

+0 be derived and po+ential cons*raints and disadvantages

that may be encowmntered. The alternatives *o be discussed

include:

1.

The establishment of a seperate appropriation specif-
ically designed to accommodate the Nonconsumable
Items Program.

Stock Funding of the Noncorsumable Items Program.
Include funding of repairables in +he Procuremen*
Marire Corps appropriation.

Fund +he Nonccnsumable ltems Program from either the
Procurement or Operaticns and Maintenance Marine
Ccrps appropriation, including the capability to
transfer funds be+tween appropiations.

Apply fundés received to *he appropriation dependent
on whether an unserviceable cepairable item is
returred cr nct.

Do not change the procedures and continue to manage
+he financial aspects of the Nonconsumable Items
Program as currently outlined.

B. A SEPARATE AIPROPRIATION

Establishing a separate appropriation specifically

designed to accozodate the Nonconsumable Items Program may
be the most desirable and yet the lsast 1ikely alternative

%0 realistically achieve. Benefits to be derived from this
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approach are numeérous. For instance, by establishing such
an appropriation simplicity is gained. All funds going in
and disbursed frcm Marine Corps Logistics Base, Albany for
the Nonconsumable Items Program would be in orly one appro-
priation. Budge*ing would involve only one appropriation
vhere currently r=pair is budgeted in the Operations and

Maintenance Marire Ccrps appropriation and investment

! requirements, such as washou* rates, are included in the
Procurement Marire Ccrps appropriation.

When establishing a new appropriation the most desire-
able method woulé be to establish a revolving fund as
opposed to an anrual appropriation. A revclving fund is
established to finance a cycle of operations for which reinm-
bursement and collections are returned to the fund to
maintain the prirncipal or corpus of “he fund. This would

N reduce the dependency on the Congressional process experi-~

: ernced by the pon revclving annual and multiyear
appropriations. Specifically, onrce the corpus is estab-

' lished recurring requiremsnts are reimbursed by the
customers negating the need for annual congressional appro-
priaticn ac*ion excep* to mee* unusual or exceptional
expenses that may occur. Additionally, with the use of
surcharges to sugpport cverhead costs such as inven+ory
damage, loss, an¢ obsolescence, the z2nnual appropriation
requirement is frrther reduced.

Using a single appropriaticn enhances the financial
floxibility of the program. Expenditures to support either
rTepair cr procurement would not be affected by the applica-
tionr of the funds received frca the customers. The managers

- cf *he program wculd have the flexibility %o apply funds to

' meet the most urgent customer requirements whether it be

through prccurement of new items or repair of old.
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Although several advantages exis:t for es+ablishing a rew
appropriation, it is purely a speculative propcsal that »nay
be very difficult to acheive if desired. Pirst, +he size of
+he Nonccnsumable I*ems Program may not, at this time, b2
sufficiently large to receive serious consideration at tae
Department of Defense, Office of Manigement and Budget and
Congressional levels. Second, the establishemr* of an addi-
tional revolving fund and deletion of the items from the
annual and multiyear appropriaticn may be viewed by Congress
as an a*ttempt to subver:t its prerogative and control in the
budgetary process. [Ref. 7] Therefore, the es*ablishment of
a separate approrriation may be the most efficient means for

inancing the Norconsumable Items Program, however *his
approach may not be realistically achievabl2 in the n=2ar
term.

C. STOCK PUNDING

Stock funding, like establishing a separate appropria-
tion has many advantages over the current two appropria%*ion
process. PFirst, the stockfund approach offers grea<er flex-
ibility to *he wltolesale management of the Nonconsumable
Items Proqram. Unlike the procuremen% appropriation which
has $5 million tlreshcld on reprogramminrg authority, the
stockfurd is free of this constrain“«., Thus the wholesale
manager obtains <+he flexibility to apply available resources
to either procurement of new items or repair of unservice-
able items 2nd mcst efficiantly and =2ffectively meet
customer demand.

The stock furd, as a revolving fund, is less dependent
on the annual aprropriation process. Because it main*ains a
corpus and relies on customer funded requistions to maintain
itself, i* has a continuous balanca 9f funds. This is
significant when events such as continuing resolutions occur
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which restrict tte available funds t> other type appropria-
tions. The stock fund does rely on the budget process to
meet unusual requirements such as war reserve requirements
that are held for contingency rather tkan sales to
customers., However, this has miniaal impact on the ongoing
customer demand.

Like the progposal to astablish a single appropria+ion,
the stock fund offers +the siaiplicity of using a siaqgle
source to meet all requirements and a single budget prccess
requirement rather than for two

separate appropriations. Unlike the single appropriation
alternative, it las a significant advantage in that a stock
fund already exists in the Marine Corps. To use the steck
fund for the Nonconsumable Items Program would only raquire
the shifting of these itams between “he appropriations. The
precedence for tlis has been se+ with the Navy funding of
depot level repairables in the Navy Stockfund.

There are also disadvantages that apply *o the stock
fund alternative. This alternative would creatz a situation
where the Marine Corps would be buying from itself. 1In
order *c obtain items from the stock fund *o support zhe
Secondary Inventcry Control Activity requirements, Marine
Corps Logis<ics Ease, Albany would to budget funds in either
the Procurement PFarine Coprs or Overations and Maintenance
Marine Corps appropriations or both. Stock funding also
gives rice *o0 otler gquestions such as: would Marine Corps
users continue tc¢ get free issues from +the Marine Corps
Secondary Activity or would they pay for their requirasmernt?

Anotker potertial disadvantage is the current credit
policy of 65% return to Secondary Ianventory Control
Activities when an unserviceable repairable item is
received. Whenever the experienced repair cost would exceed
the 35% of standard price, then a drain on the stock fund
corpus would occur. If this occured frequently, *he impact
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would not only be deleterious to the Nonconsumable I<ems
Program, bu*« to all items managed by the stock fund because
of the shrinking corpus. However, this could be avoided by
applying adrinistrative restrictions on the use of oter than
Nonconsumable I+tems Program revenues +o0 support the
Nonconsumablae Items Frogram.

D. REPAJIR FUNDING USING PROCUREMENT NARINE CORPS FUNDS

; By including the ability to fund repair within tha
Procurement Marire Ccrps apprepriation some of the advan-
tages associated with stock funding and a single

j appropriation are gained. The simplicity of using only one

‘ appropriaticn for budgeting and execution is obtained.

‘ However, the same¢ flexiblity that exists in revolving funds

| is not realized with this alternative because the $5 million

{ threshcld on reprogramming remains as it is with the current

design. PFurther this change would require legislative

. action. As Maloney indicates, +he approval of such a change

by the Office of *he Secra2tary of Deferse, Office of

Management and Brdget, and the Congress is highly specula-

tive. Rebpair costs are an expense, not investment, and

previous efforts to include such costs in procurement appro-
priations have nct been successful. Additionally, because
the Procurement PMarine Corps apprcpria*ion is a multiyear
apprepriation that is submitted to Congress on an annual
basis, the process is more susceptible to the vageries of

the legisla*tive rrocess than the use of a revolviag fund.

E. APPLY CREDITS TO BOTH APPROPRIATIONS

This alternative consists of two variations which essen-
tialiy accomplish the sam2 purpose, “hat is, o ultimately
apply funds received froam requisitioners *to the purpose for
vhich they are intended, either expense or investmept. Both
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variations allow for the continued use of +he Procurenmenz
Marine Corps and Operation and Maintenance Marine Cozrps
appropriations fcr finarcing the Nonconsumable Items
Progranm.

1. Direct Arplication of Pupds

This variation calls for the application of furnds
received from a customer to the Procuremen+ or Operatiorns
and Maintenance appropriaticn, dependent on the return of a
repairakle carcass. Specifically, if a Secondary Invantory
Control Activity submits a funded requisiticn and a
Tepairable carcass is not returned *hen the funrd would r=
credited to the Frocurement appropriation. Omn the other
hand if a repairable carcass was returnaed the net 35% of
stardard orice wculd be credited 5 the Orperations ani
Maintenance apprcpriation. This procedure would align the
application of finds with the irntended purposes of the
appropriations. This alternative rejuires the identifica-
tion of requisitions to carcasses. This may not be as
simple as i+ appears, since some complications do occur ir
this area. Currently, identification of returned carcasses
to specific requistions is not always easily accomplished.
{Ref. 8] since scme ccmplications do occur in %+his area.

2. 1Izanpsfer from Procurement

Another variation of this same alternative is *%¢
con“inue to apply all funds into the Procurement appropria-
tion and, when it is determined that a requisition with a
repairable carcass is received, transfer the ne: 35% of
standazd price tc the Operations and Maintenance appropria-
tion. Tiis accomplishes the same obdective of applying
funds to investmeént and expense accounts as the intended
purposes would irdicate. This could possibly allevia<e
problemas of tracking requisitions and carcasses since thse

K} |

———— - ————— ——— e e - P 7

R O S AT T B

—r e
S

siaiinil




1
1
i
,

R

transfer would nct necessarily have to occur immediately

when funds are received.

3. Disadvaptages

At least three dist inct disadvantages are apparent
with this alternative. Pirst, in the case cf the “ransfer,
legislative chance is required in order to obtain the capa-
bility. Second, there is no real improvement in program
management flexitility with either variation. Managers
would not gain the opportunity to apply funds to the most
critical need. Funds would be specifically allocated +o
either procuremert or repair. Third, both methods could be
cumbersome to manage because of the additional requirements
for seqregqation ¢f funds and tracking cf raquisiiions and

carcasses.

P. PROCEDURES LEFT UNCHANGED

As with any lis* of alternatives there is always the
choice to not change. In this instance there are advantages
to doing just that. Pirst, the Nonconsumable I-ems Program
is new and little experience has been gained; Therefore, i:
might be wise to observe the cxisting procedures, obtain
some his*orical data to dztermine areas that need improve-
ment, and then evaluate the need for change. Although the
current procedures may be criticized because they do not
necessarily adhare to the intended use of the appropriations
involved, *they are relatively simple and uncomplicated.
Because credits are only applied to the Procurement Marine
Corps appropriation, decisicn criteria are minimized.
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G. SUMMARY

This chapter has offered several alternatives to
existing procedures for *he management of the Nonconsumable
Items Program. These altsernatives vary from the establish-~
ment of a new aprropriation, *to stock funding of the f
program. Included in the review of the alternatives is a
discussion of the associated advantages and disadvan*tages.
Ir the succeeding chapter the alternatives are be evaluatad

and recommendaticns are presented.
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V. SUNBALY, CONCLUSJONS AND BECOMBENDAIIONS

A. SUMMARY

This thesis has provided an analysis and description of
the financial maragement of the Nonconsumable Items Program
as it applies to Maripe Corps Logis*ics Base, Albany,
Georgia. Included are both the Primary and Secondary
Inventory Centrol Activity func*ionms.

Chapter II provided a general ovarview of the
Nonconsumalb Itmes Program as it currently exists. Bo<h the
wholesale and retail responsibili*ies were discussed. The
concept for finaicial managemen* as a reimbursable systen
was presented., The billing process and the returr of unser-
viceable repairatle items for credits from Secondary
Inventory Control Activities was described. The use of the
Procurement Marire Corps and Operations and Maintenance
Marine Corps appropriations for financing the Nonconsumable
Items Prcqgram was established. The furding procass and *he
budqgetary proces s were alsc discussed.

Chapter IYII contains a2 description of +he existing
procedures that are used to finance the Nonconsumable Iteas
Proqram within tte Marine Corps. Pirs%, a discussion of *<he
appropriations, including the distinction batween investmen:
and expense criteria 1s pr2sented. This is followed by a
compariscn and evaluation of the intent to orccure and
repair items, and how the appropriations apply to
Nonconsumable Items Program. The procedures and concepts
applied to credits and thair conceptual application are
discussed, followed by a discussion of repair and procure-
ment as *hey relate to the Nonconsumable Items Progranm.
Finally, Marine Corps Logistics Base, Albany's role as a




Primary and Secondary Inventory Activity is presented
folloved by a brief discussion of the progranm.

Chapter IV provides saveral financial management alter-
native procedures for managing the Nonconsumable Iteams
Program. These range from establishing a single appropria-
tion and stockfurding to na+ changing exis“ing procedures.
Included with each alternative are the associated advantages
and disadvantages.

B. CONCLUSIORS

1. Program flexibili:ty can be improved

Currently little flexibpility exists to allow program
managers to exercise procurement or repair op*ions as
required. The repair funds are stric*ly tied to cthe budget
process while prccurement is influenced by the credit
process and budget process. There is the possibility +hat
funds could be available in *he Procuremen* appropriation
and not the Operations and Maintenance appropriation.

Repair could be 2 more economical altsrnative tTo pursue *tha+
the manager is urable to pursve if funds are only available
in the Procuremert Marine Corps appropriatiocn. marnager is
unable to pursue.

2. More simrlicity cap be achieved

The use c¢f two appropriations unnecessarily coapli-
cates the execution cf the prograa. The program currently
necessitates the budgeting c¢f requiremer+s in two sepera*e
appropriations. This necassitates tvice the amount of
Teview and increases the likelihood of elements of the
progras to be reduced or @l iminated in the process.
Accounting is spread betveen two appropria*tions as well,
vhich does not ircrease :he ber of transactions, but does
increase the numter of accounts to be managed,
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3. Dispersicn of management functions should be
elimipated

Currently the issuance of credits by ®arine Corps
Logistics Base, Albany as a Primary Inventory Control
Activity to Secordary Inventory Control Activities cites an.
allo+ment held by Headquarters Marine Corps ard Albany. The
organization given responsibility for program management
should control ard be accountable for the associated func-
tions and activities necessary to carry out “he program.
[Ref. 9]

4. Appropriaticns are not credited by activitizas
performed

A1l credits are received by the Procuremen* Marine
Corps appropriation whether or not the carcasses are
returned by the Secondary Inven*tory Coptrol Activi*ies. As
indica*ted in Chapter III i+ was clearly inteanded <zhat
Secondary Inventcry Control Activities *o fund repair cost
when an unserviceable repairable item is returnsd. 1In tkis
ins*ance the credit should be applied *o the Opera+ions and
Mainterarnce Marire Ccrps appropriation.

C. RECOMHERDATICNS

The recommencatiocns that follow are presented in
descending order. This does not necessarily indica<es tha<
the recommendaticns that are the most desirable are easily
isplemented. Corversely, for that reason, the latter reconm-
mendations may nct be the most desireable, however may be
Tealistically imglemented.
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1. Use a sirgle appropriation

This reccmmendation can be acccmplished in two ways.
First, by the establishment of a new appropriaticn that
specifically meets the needs of the Nonconsumable I+tenms
Program. This ofption is probably not realistically achiev-
able because of political constraints and i+ would require
significant systems changes. [Ref. 10]

The second op*ion for a single appropriation is %o
stock fund the Ncnconsumable Items Program. Chapter IV
presented several advantages for this option, the mos:
significant bein¢ the simnlicity and flexibili*y it offers
for the program manager. This cption is also attairablie and
can be accommodated in existing and developing systenms.

2. Credit arprorriations for expense and investment

If ~he Procurement and Operations and Maintenance
Marire Corps appropriations are going to continue +0 be used
for finapcing the Ncnconsumable Items Program then the
credits should be applied based on whether the customer is
paying fcr repair or is inves+ting in ptocurement of new
items.

3. nl

€x
cgounts

lm‘:_‘:

In concert with the previous recommendation Mazine
Corps Lcgistics Ease, Albany as a Secondary Inventory
Control Activity should use the Operations and Maintenance
appropriation for the funding of repair when returning

unserviceable reralrable items to a Primary Inventory
Contrel Activity of another service.




Fr

4. Comsolidete all functions at Albany

A1l manacement functions should be accoaplished by

the designated program manager. This should include the
management of credits to other activities.

D. PREFERRED OPTIORN

The s*ock furd is the recommended alterna*ive, because
of the simplicity and flexibility that can bs achieved using
the stock fund, and its existence within the curren* a»jpro-
priation structure. The stockfund alternative 2nables the
consolidation of all functions at+ Albany. Associa*ed 3isad-
vantages like the potential negative impac* on other
stockfund manageé items can be deal* wi*h bty internal admin-

istrative restricticnms.
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ARRENDIX A
DEP INITIONS

Allotment. 1In the Department of the Navy an allotment
is defined as an authorization grantsd, within and pursuan+t
to an allocation or suballocation, *o an office, bureau,
command, Headquarters Marine Corps, naval command, activiiy
or component of cperating forces for the purpose of incur-
ring commitments, obligations, and expenditures within a
specified amount pursuant to the purpose for which the
allotment was grented and in accordance with instructions
issued by the admsinistering office. ([Ref. 11]

Apnual Approrriatjior. An appropriation which is avai-
lable for incurring obligations onlv during one f£iscal year
specified in the appropriation act. [Ref. 11]

Cortipuing Resolution. The inten* of *the con*inuing

resoluticn is to provide funds +o maintain operations at* a

mninimum rate necessary for the orderly con*inuation of
activities un+*il regular appropriations are enacted. The
appropriation language normally provides for amounts as may
ke necessary to continue operations in suppor* of projects
or activities which were conducted in the preceding fiscal
year, at a rate <¢f oktligaticn not in excess of the previous
year's rate, or the rate provided for in the Presiden*s
tudget whichever is the lower or more restrictive. [Ref. 6]

Expense. An expense is apn item which contrzibutes ¢ the
current support cf an activity. Expenses include labor
costs (military es well as civilian), materials consumed in
use, and services receivad by the activity which relate to
i+*s on going coperations. Material is considersd an expense
when it 1s consused upon issue to the final user or issued
+0 be shortly corsumed ~hereafter. The following specific
items of material will be treated as expenses:
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1. End items of equipment of less than $3000.00 unit
value over which an inventory control point does not
maintair centralized individual item managemen<.

2. Nonrepairable spares and repair parts.

: ) 3. Assenblies, spares and repair parts which, although

repairable , are not centrally managed recoverable

! f i+tems, anc¢ are no* designated as reparable by central

irventory managers.

4., Pood, clothing, and POL items.

5. All itmes issued from workirg capital inventories *o
*he point of farthest *ransfer or most likely end
use,

O+ther items to be treated as expenses are costs of
maintenance, repair, overhaul or rework of investment itenms,
services received frcm others (provided that costs of the

{ service can be measured feasibly and with reasonable accu-
racy) and rental payments for leased equipment ard
' -facilities on leeses initiated by Depar+tment of Defense
{ activities. (Ref. 6]

. Ipvestment. Investment costs are those associated with
' +he acquisi*ion ¢f equipment and real proper*y. Such costs
give rise to long~lived assets from which benefits accrue to
DoD activities over a long period of time, and which there-
fore should not te charged as a single year operation
expense. The fcllowing “ypes of eoxperditures are
investments:
| 1. Major end items of equipment.
2. Other end items of equipment 2xcluding those of less
than $3000.00 unit value which are no* centrally
Qo managed by individual itenm.
3. Centrally managed repairable assemblies, spares and
repair parts.
4, Construction (including cost 2f the land and rights).
{ Ref. 6]
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Marine Corps Stock Fund. The Marine Cocrps Stock Furnd is
characterized as a working capital fund. One of sevec-al of
the Department of Defense, i+ consists of the unexpendeq

balance of cash c¢n deposit in the Treasury, stocks c¢f
supplies, materials and equipment, and all othar asse*s
pertaining *o or acquired in the firancing of such stocks,
R subject to all liabilities incurred in connection with such
1 ' financing. The Marine Corps Stock Fund holds in suspens2:
- the costs of consumable material from the time the material
is acquired until it is issued for use. ts value as a
management and financing technique is apparent in izs rela-
tionship to *he accrued expense accounting systam employed
in the oOperation and Maint2nance, Marine Corps appropr-ia-

<ion. The fund finances the procurement of consumable
materials, minor items of equipmenr%, and parts and ccapo-
A nen*s used in the manufacture and rebuild ¢f =2nd items of

eqiupment. Invertories include electroric parts, engineer
material and parts, general property, cliothing and zex+tilas,

|
i I motor transport rarts, ordnance parts, subsistence, and
. fuel. ([Ref. 12}
' Multiple Yeat Appropria*ior. An appropriation which is

available fcr incurring obligations for a definite period in
excess of one fiscal year. [Ref. 6]

Procuremen“, Maripe Corps. The Procurement, Marine
Corps appropriation provides obligation au:hority for
procurement of equipment that is considered to be of an
investment nature, as distinguished from expense-type iteas.
The appropriatior prevides funds +to procure major items of
combat arnd commercial equipmen*, munitions, and end itsms cof
equipment which ®eet the investment cos%t cri..ria. It also
provides funds fcr support of initial outfitting spares
requiresents and lifs cycle replenishment of depot level

repairatle spares washout. ([Ref. 12]




operating Budget. The operating budget under the RS
concept consists of an approved operating plan which is the
basis of authorization and financial control of resources
available for the execution of program or programs at the
indicated organizatioral or command level. ([Ref. 6]

Qperation and Maliptenapce Appropriations. The appropri-
ation for operation and maintenance includes officer and
troop training, recruiting, and funds for such diverse fuac-
tions as adminis+raticn; operation of the supply system;
mairtenance of material; medical ani den*al care; personnel
suppor* activities such messes, barracks, BOQ's, service
clubs, commissaries, etc.; maintenance and repair of real
property; operation and purchase of utilities; minor
construction; encineering support; and other base services,
such as motor tramspcrt, communications, securizy, etc.
{Ref. 12)

Revolving Furd. A revolving fund is a fund established
to f£inarce a cycle of operations to-which reimbursemerts ard
collecticns are returned for reuse2 ir such a manner as to
maintair *he prircipal of the fund; for example, lcan funds
and working capital funds such as s“2ck funds and industrial
funds. The capital amount of a fund may be in the form of
cash, inventory, receivaples, or other assets. ([Ref. 11]
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