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FOREWORD

. PURPOSE

To enhance the ability of commandersto make Marines and win battles through effective
use of scarce resources.

2. CANCELLATION
NAVMC 2664 of 9 Sep 94.
3. INFORMATION

a Warfighting isour Business. Although mission accomplishment is the commander's
ultimate litmus test, failure isavirtual certainty without effectively managed resources. The

availability, proper use of and controls over funds directly impact every aspect of Command.
Resour cesrequire the commander's attention; and it is therefore incumbent upon all
commanders to have a basic appreciation of Marine Corps financial management.

b. This publication isintended to be informative and not directive in nature. It is designed
to provide a non-technical explanation of the principles and processes of Marine Corps financial
management. It isaguide, but it does not supersede or alter official directives.

4. REQUISITIONS

For requisitioning instructions, refer to MCO P5600.31 _Marine Corps Publications and
Printing Regulations.
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Reviewed and approved this date.

-

y direction

DISTRIBUTION STATEMENT A: Approved for public release; distribution is unlimited.



NAVMC 2664
12 Jun 98

LOCATOR SHEET

Subj: NAVMC 2664. FINANCIAL GUIDEBOOK FOR COMMANDERS

L ocation:
(Indicate location(s) of copy(ies) of this Manual.)



Guest


RECORD OF CHANGES

Please log completed change action as indicated.

Change Number Date of Date Signature of Person
Change Entered Incorporated Change




CONTENTS

I MARINE CORPS FINANCIAL MANAGEMENT

Introduction

Philosophy

Policy

Carrying Out Y our Financial Responsibilities

Summary

Il SOURCES OF FUNDS

Direct Appropriations

Military Personnel, Marine Corps

Reserve Personnel, Marine Corps

Operation and Maintenance, Marine Corps
Operation and Maintenance, Marine Corps Reserve
Procurement, Marine Corps

Procurement Ammunition, Navy and Marine Corps
Navy Working Capital Fund

Navy Appropriations

Nonappropriated Funds

Summary

11 BUDGETING FOR OPERATIONS

Introduction

Budget Formulation Overview

Relationship Between Programming and Budgeting Processes
Budgetary Process

Importance of Budgetary Process

Budget Guidance

Command Responsibility

Page
-1
-1
-1
[-2
-3

-1
-1
-1
-1
-2
-2
-2
-2
-2
-3
-3

-1
-1
-1
11-4
11-4
I1-5
11-5


Guest


Guest

Guest


Performance Budgeting
Relationship of Supply to Fiscal

Financial Information Pointer

Requisitional Authority and Planning Estimate Dollars
Stores Account Code (SAC)

Formal and Informal Records

Budget Formulation

Budget Tools/Assistance

Fund Authorization

Transfer & Assignment of Financial Responsibility
Execution of the Financial Plan (Budget)
Variance Analysis

Realignment of Funds (Funding Deficiencies)

Summary

IV ACCOUNTING SYSTEM FOR OPERATIONS

General

Objectives

Characteristics

General Ledger

Operating Balances and Results

Negative Unliquidated Obligations and Unmatched Disbursements

Chief Financial Officer's (CFO) Act Statement
Scope of the SABRS System

Summary

Page
-6
-6
-7
-7
-7
-7
11-9
11-9
[11-10
[11-10
M-11
-11
11-11
11-11

V-1
V-1
V-1
V-1
V-2
1v-2
V-3
V-3
V-4


Guest


Page
V  FINANCE

Introduction V-1
Organization V-1
Finance/Disbursing Officer's Duties and Authority V-2
Commanding Officer Responsibility V-2
International Merchant Purchase Authorization Card (IMPAC) V-2
Summary V-3

VI FINANCIAL ADMINISTRATION

The Commander's Staff Vi-1
Transfer of Responsibility VI-2
Externa Influences VI-2

Assistant Secretary of the Navy (Financial Management & Comptroller) VI-3

Naval Audit Service VI-3
General Accounting Office VI-4
DOD Inspector General Audits Vi-4
Surveys and Investigations Staff VI-4
Defense Contract Audit Agency VI-4
Internal Influences Vi-4
Internal Controls VI-5
Programs and Resources (P& R) Department, HQMC VI-5
Resource Evaluation and Analysis VI-5
Nonappropriated Fund Auditors VI-6
Marine Corps Administrative Analysis Teams (MCAAT) VI1-6
Summary VI-6

VIl GLOSSARY OF TERMS Vil-1


Guest

Guest


m O o @ »

APPENDICES:

Activity and Subactivity Groups
Financial Information Pointer Elements
Operating Budget Fund Authorization
Sample Budget Execution Report

Field Direct Detail Planning & Performance Report

vi

Page

A-1
B-1
C-1
D-1



CHAPTER

MARINE CORPS FINANCIAL MANAGEMENT

INTRODUCTION

The Marine Corps bases its philosophy
of resource management on a simple tenet:
financial management is inherent in command.

As a commander, your task of
maintaining an effective Force-in-Readinessin
this era of scarce resources and downsizing will
require a constant and vigorous effort to get
"the biggest bang for your bucks."

Genera Krulak accurately described
our fiscal situation to the senior |eadership of
the Corpsin April 1997 when he said that the
redlity is " we cannot afford the Cor pswe have
now nor the Corpswewant in thefuture.” In
the face of thisreality, you must be diligent to
make every Marine Corps and Navy dollar
count; and you must look for ways to do what
we do better and more efficiently. The status
quo won't cut it anymore!  We have developed
this Guidebook to assist you in this effort. It
provides a source of practica financia
management information, and addresses your
financial responsibilities asacommander. It
discusses the essentials on such subjects as:

-- sources and authorized uses of funds,

-- the commander's legal responsibilities
for resource management,

-- the purpose and impact of the
Standard Accounting, Budgeting and Reporting
System (SABRYS),

-- the importance of the programming
and budget processes,

-- the Defense Finance and Accounting
Service's (DFAS) responsibilities,

-- the role of the DC/S(P&R) at HQMC

-- changes in our Disbursing operations,

-- new Internal Controls emphases, and
-- the role of your Comptroller as an
integral part of your general staff.

PHILOSOPHY

The principle that financial manage-
ment is inseparable from command is merely an
extension of the basic military axiom that
commanders are responsible for everything and
everyone in their organization. AsaMarine
Corps commander responsible for everything
your command accomplishes or failsto do, you
must be prepared to make vital fiscal decisions.
Y ou must recognize the power and necessity of
dollar controls and how to effectively use them,
while keeping financial management in proper
perspective as a part of balanced staff action. It
should never escape your scrutiny; but, con-
versely, it should not become the proverbial
"tail that wags the dog." Financial management
should have no bearing on the determination of
mission but rather is a primary consideration in
determining both the means and time-phasing
of mission accomplishment.

POLICY

To assist commandersin financial
management, the Marine Corps has established
ageneral-staff level Comptroller organization
initslarger commands to provide principal
financial advice to the commander. Assign-
ments of individuals to Comptroller billets is
predicated upon attainment of broad command
and staff experience and is given to unrestricted
officers generaly with the MOS 3404,
Financial Management Officer, or to civilian
financia management professionals at selected
non-FMF commands. Comptrollers and their
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staffs are chartered and trained to assist
commanders in meeting all types of financial
challenges.

While every Marine has an individual
responsibility to ensure the most economical
use of resources under their control, for the
commander such responsibility is particularly
acute. They have the ultimate responsibility for
the entire command's financial well-being.

Commanders have two types of
financial responsibility:
--COMMAND This responsibility

parallels other command function and program
responsibilities. It tasks commanders with
control, administration, and use of funds
(execution of budget authority) granted to
perform their mission; and

--LEGAL - Thisresponsibility charges
the commander not to overcommit, over-
obligate, or overexpend appropriated funds
established by 31 U.S. Code 1517. A 31 U.S.
Code 1517 (commonly termed the Anti-
deficiency Act) violation isincurred when New
Obligational Authority or any other legal
restriction concerning obligation or expenditure
of funds established pursuant to law is violated.
Specific guidelines apply to investigation and
reporting of these violations. Another
significant legal limitation is contained in 31
U.S. Code 1301(a). This provision of the law,
pertaining to the application of appropriations,
requires that funds be used only for the
programs and purposes for which appropriated.
When a 31 U.S. Code 1301(a) violation has
been determined, adjustments must be recorded
to the proper account.

Commanders may delegate their
financial authority for execution of the

operating budget to department heads or other
subordinates by means of operating targets or
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planning estimates; but they normally cannot
passtheir legal responsibility. (Exceptionsare
COMMARFORPAC, COMMARFORLANT,
COMCABWEST, COMCABEAST, MCRC,
and MARCORSY SCOM who pass some of

their responsibility in OpBuds to subordinate
commands).

CARRYING OUT YOUR FINANCIAL
RESPONSIBILITIES

Commanders who receive funds by way
of an operating budget (OpBud/Sub-Opbud) or
an allotment/suballotment must perform the
following financial responsibilities:

--Examine mission requirements and
assigned tasks to determine the most cost
effective means by which they may be
accomplished.

--Prepare  budget estimates  for
accomplishing mission and assigned tasks.

--Submit  these budget estimates,
accompanied by detailed justification, to the
grantor of the funds.

--Prepare afinancial plan for the use of
funds that are authorized in response to the
budget request.

--Ensure that funds are used in
accordance with approved plans and directives
of higher authority.

--Ensure that funds are not over-
committed, overobligated, or overexpended.

--Maintain oversight of and analyze
SABRS accounting reports reflecting the status
and use of authorized funds and to report the
status of the funds to the grantor in accor-
dance with current regulations and directives.
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--Conduct continuous review of internal
fiscal operations and related internal  controls.

Commanders who receive an operating
target or planning estimate for the use of funds
have the following responsibilities:

--Determine their operational require-
ments, based on guidance received from the
next higher echelon of command and past
experience data.

--Submit these requirements in the
format and in such detail asis prescribed by the
next higher echelon of command.

--Conduct command operations in the
most cost effective manner in order to remain
within administrative fund limitations made by
the next higher echelon of command.

--Conduct continuous oversight of
internal fiscal operations and related internal
controls.

SUMMARY

* Financial management in the Marine
Corpsisinherent in command.

* A commander must recognize the
necessity of dollar controls to mission
accomplishment.

* A commander must exercise two types
of financial responsibility: command and legal.

» The commander can delegate authority
to execute the operating budget but normally
may not delegate legal responsibility.



CHAPTER I

SOURCES OF FUNDS

DIRECT APPROPRIATIONS

There are six direct Marine Corps
appropriations:;

--Military Personnel, Marine Corps
(MPMC)

--Reserve Personnel, Marine Corps
(RPMC)

--Operation and Maintenance, Marine
Corps (O& MMC)

--Operation and Maintenance, Marine
Corps Reserve (O& MMCR)

--Procurement, Marine Corps (PMC)

--Procurement Ammunition, Navy and

Marine Corps (PANMC)

The first four appropriations--MPMC,
RPMC, O& MMC, and O& MMCR are annual
appropriations. Commanders must obligate the
money the same fiscal year that it isreceived.

The last two appropriations, PMC and
PANMC, are "multi-year" appropriations.
Execution of these appropriationsis primarily
accomplished a the Headquarterslevel;
however, some funding is provided to major
activities. These funds should be obligated as
soon as possible against valid future deliveries
of hardware/investment items.

MILITARY PERSONNEL, MARINE
CORPS (MPMC)

This appropriation affects all ACTIVE
DUTY MARINES where it helps the most--in
the pocketbook. It provides for military pay,
allowances, clothing, and permanent change of
station moves. It isour largest appropriation

and is administered centrally at Headquarters
Marine Corps.

RESERVE PERSONNEL, MARINE
CORPS (RPMC)

This appropriation provides the pay,
allowances, clothing, per diem, travel and other
related costsfor Reserve Personnel of the
Marine Corps, including Reserve officer
candidates, Reserve officers assigned to active
duty under Section 265 of Title 10, U.S. Code
and the Marine Corps Junior ROTC program.
It is centrally administered as an open allotment
with the exception of annual training duty
travel and per diem, and that portion dealing
with clothing which, for control purposes, is
given out in specific amounts to designated
responsibility centers.

OPERATION AND MAINTENANCE,
MARINE CORPS (O& MMC)

This is the "bread and butter"
appropriation for most Marine Corps activities.
It providesthe funds to finance the costs of
operationsand maintenance of the Marine
Corps. Itisthe appropriation of primary
concern to the field commanders since their
command's mission accomplishment will be
directly influenced by the availability and use of
O&MMC funds. Monies from this appro-
priation are included in a commander's
Operating Budget (OpBud) and are used to buy
supplies from the Navy Working Capital Fund,
purchase utilities, pay civilian salaries, make
open market purchases as authorized, fund
dining facility operations, and finance
temporary additional duty.
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OPERATION AND MAINTENANCE,
MARINE CORPS RESERVE (O& MMCR)

This appropriation is for the day-to-day
operation of the Reserve programs and is
managed in the same manner as the O& MMC
appropriation.

PROCUREMENT, MARINE CORPS
(PMC)

Thisthree-year appropriation finances
the purchase of weapons, tracked combat
vehicles, guided missiles and equipment,
communications and electronic equipment,
support vehicles, engineer and other support
equipment and spare and repair parts. Items
purchased with PMC funds are investment
items (as opposed to consumable) and, as such,
are subject to the limitations of the
expense/investment threshold. Currently, items
costing less than $100K are considered expense
items and are purchased with operation and
mai ntenance funds. Systems costing more that

$100K are considered investment items and are
funded with PMC. Also, procurement items
costing less than $100K that are centrally
managed are funded with PMC.

PROCUREMENT OF AMMUNITION,
NAVY AND MARINE CORPS (PANM C)

This three-year appropriation finances
the purchase of ammunition and related items.

NAVY WORKING CAPITAL FUND
(NWCF)

Former Stock Funds and Industrial
Funds are now contained under the NWCF
umbrella of operations, formally known as
DBOF. The concept of NWCF isfor the
account to be a self-sufficient operation with
funds generated through the sale of goods and
services to customers to replenish the costs of

goods and servicessold. Costs of goods and
services to customers incorporate  all
administrative, overhead, labor, and material
costs and pass these charges with a small
surcharge on to the customer.  The funds
received in payment for goods and services sold
are used to finance future operations.  Stock
operations of NWCF provide for standard
items of material, subsistence, petroleum, oil,
and lubricants, maintenance parts and
assemblies, and minor items of equipment of a
consumable nature where thereis arecurring
demand. NWCF funds are not annually
appropriated, but work off arevolving fund
concept. An example of a NWCF funded
activity isthe Depot Maintenance Activity
(DMA) at Albany, GA and the Navy/Marine
Corps Stock Fund.

NAVY APPROPRIATIONS

In addition to Marine Corps ("'green
dollar") appropriations, the Marine Corps
receives considerable support from Navy ("blue
dollar") appropriations. The Marine Corps
receives part of the Navy's appropriation for
Research, Development, Test and Evaluation,
Navy (RDT&E,N) which is administered just as
though it were a Marine Corps appropriation.
The RDT&E,N money supports the Marine
Corps research and development efforts.

Other Navy support to the Marine
Corps (and the related Navy appropriation)
includes the cost of Navy personnel serving in
Marine  Corps  organizations (Military
Personnel, Navy), aircraft purchased for the
Marine Corps inventory (Aircraft Procurement,
Navy), aircraft fuel, specifically authorized
aviation related materials, and supplies (O&M,
Navy), equipment purchased by Marine
Aviation units (Other Procurement, Navy), and
Marine Corps requirements for new military
construction projects (Military Construction,
Navy appropriation.)
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There are many other areas of Navy
support which are less visible, such as that
portion of the cost of the Navy's air training
command that goes to support the Marine
Corps, and the funding of various civilian
training programs.

NONAPPROPRIATED FUNDS

Nonappropriated funds (NAF) are
government  funds other than  those
appropriated by the Congress. The funds are
generated by NAF Instrumentalities (NAFIs)
authorized by competent authority for the
morale, welfare, comfort and/or recreation of
military personnel or civilian employees.
Command level nonappropriated fund Retail,
Food/Hospitality, Billeting, and Recreation
outlets generate proceeds from operations
used to supplement appropriated fundsin
providing MWR programs and facilities. All
Marine Corps nonappropriated fund activities
are instrumentalities of the U.S. Government
and as such are entitled to all the immunities
and privileges available to governmenta
agencies. Despite the fact that these funds are
generated by internal Marine Corps activities
and not appropriated by Congress, they are
government funds, and are subject to strict
legal rules. Nonappropriated Fund activities
are integra parts of base and station
operations, and as such, they also merit
available appropriated fund support based upon
the level authorized for each category of NAFI.

SUMMARY

* The Marine Corps receives
appropriated  funds from  four  annual
appropriations (O& MMC, O& MMCR, RPMC,
and MPMC) and two " multi-year"
appropriation, PMC and PANMC.

* Navy Working Capital Fund (NWCF)
finance the procurement and inventories of

those standard items for which thereisa
recurring demand chargeabl e to the funds of
the commander to whom the items are issued
for use. The NWCF also finances the operation
of the overhaul and repair facilities of the
MCLBsat Albany and Barstow.

« Navy appropriations provide a great
deal of direct and indirect support to the
Marine Corps.

» Most Field Commanders receive their
funding via OpBuds (Operation and
Maintenance  appropriation) to  support
day-to-day operations.

* Nonappropriated funds supplement
appropriated funds to provide morale, welfare
and recreation programs and facilities.
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Chapter I11

BUDGETING FOR OPERATIONS

INTRODUCTION

A budget is merely a plan of action
translated into dollars. It identifiesthe WHAT,
WHEN, HOW, and WHY of our resource plan
to get the mission accomplished. We use this
vehicle for documenting the requirements and
obtaining the resources to operate effectively.

BUDGET FORMULATION OVERVIEW

Although the budget is an annual plan it
contributes to the attainment of objectives and
missions extending into the future. It is not an
entity unto itself, it has roots in the past and
bears heavily on our plans for the future.

Using DOD guidelines, the Secretary of
the Navy issues his Program Objectives Memo-
randum (DON POM) which sets forth goals to
be accomplished during the succeeding six
years. Upon receipt of the approved objec-
tives, the tedious work of converting the first
two years of the POM into the budget begins.
Budget estimates are prepared by staff offices
at Headquartersfor all but two of the Marine
Corps appropriations--Operation and Mainte-
nance, Marine Corps and Operation and
Maintenance, Marine Corps Reserve. The
estimates for these appropriations are
developed from POM estimates provided by
field commanders, HQMC input for centrally
managed programs, and adjustments for new
and revised programs not included in field
submissions.

Formulation of command operating
budgets is the responsibility of Marine Corps
commanders. Their budget estimates are based
upon intimate knowledge of their command,

their mission, their operations and field budget
guidance promulgated by the Commandant of
the Marine Corps.

The overall budget for the Marine
Corpsis not formed from the bottom up in the
strictest sense of the word. It is derived from
the Marine Corps service plans and related
Department of Defense and Department of the
Navy plans.  Specifically, it is based upon
objectives and requirements published in the
Marine Corps Master Plan (MCMP) and the
Supporting  Establishment  Master  Plan
(SEMP). These documents parallel the Joint
Chief of Staff (JCS) papers and set forth
requirements and outline problem areas for
programs over the following six years. It is
important to stress that these yearly levels of
attainment are based primarily on requirements
to accomplish the mission as set forth in
approved Joint Strategic Plans.

RELATIONSHIP BETWEEN PROGRAM -
MING AND BUDGETING PROCESSES

The Department of Defense
programming system was initiated in the spring
of 1961 for use in developing the FY 1963
budget. The major innovations of the
programming system did not involve alterations
of the budgetary process but instead were an
extension of the budget discipline into the
programming process. In effect, planning and
programming were superimposed on the
budget. They govern its substance, but not its
form. The programming system, by relating
cost inputs to force outputs and by extending
fully costed programs six years into the future,
provides better information for making the
decisions which are eventually reflected in
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budgets. These innovations were at one time
essentially outside the budgetary process. The
Resource Management System implemented on
1 July 1968 extended the integration of

planning, programming and budgeting one step
further by including accounting, and thereby
relating performance to plan.

Deciding what we need, when we need
it, and how to get the most "bang for our buck™
is accomplished through the Planning,
Programming, and Budgeting System (PPBS).
The Department of the Navy Program
Objective Memorandum (POM) is the
Secretary of the Navy's biennial
recommendation to the Secretary of Defense
for the detailed application of DON resources.
The POM shapes Marine Corps priorities by
allocating scarce funds for programs considered
vital to maintain the capabilities essential for
Marine Corps operations.

HOMC, in coordination with the
Marine Corps Combat Development Command
(MCCDC) and the Marine Corps Systems
Command (MARCORSY SCOM), develops the
Marine Corps submission to the DON POM.
This submission eventually evolves into the
Marine Corps "green dollar” budget, divided
i nto the following appropriations:

--Military  Personnel,
(MPMCQC)

--Reserve Personnel,
(RPMC)

--Operation and Maintenance, Marine
Corps (O& MMCQC)

--Operation and Maintenance, Marine
Corps Reserve (O& MMCR)

--Procurement, Marine Corps (PMC)

--Procurement Ammunition, Navy and
Marine Corps (PANMC)

--Military Construction (MILCON)

--Military Construction, Naval Reserve
(MCNR)

Marine Corps

Marine Corps

--Family Housing (FH)
--Research, Development,
Evaluation (Navy) (RDT&E(N))

Test and

The resource allocation process is
complicated and driven by many factors not
directly under our control. To ease the process
and enhance all aspects of the PPBS, especially
to strengthen the programming to budgeting
link, the Requirements and Programs Division
and the Fiscal Division at HOQMC merged into a
single department (DC/S, Programs &
Resources [P& R]) effective 1 July 1993. This
makes one general officer the principal HQMC
representative for all planning, programming,
budgeting, and execution matters within the
DON, DOD and externally to Congress and
other agencies.

Aswith the Marine Corps Budget, the
Marine Corps POM submission is also not
strictly developed from the bottom up. It is
based on related Department of Defense and
Department of the Navy guidance and plans as
well as Marine Corps assessments and plans.
Major guidance driving reguirements
development and resource alocation isfound in
the Defense Planning Guidance (DPG), the
Department of the Navy Consolidated Planning
and Programming Guidance (DNCPPG), and
the Commandant's guidance. Additionally, the
Unified Commanders submit Integrated Priority
Lists (IPL's) after coordinating with appro-
priate Fleet Marine Forces Commanders. The
CINC'suse their IPL'sto tell DOD, JCS, and
the services their concerns and needs relative to
the PPBS and resource allocation process.

The following are key Marine Corps
assessments and plans used to develop the
Marine Corps POM submission:

-Marine Plan
(MCLRP)

Corps Long-Range
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--Marine  Corps Capabilities Plan
(MCCP)

--Commandant's Planning  Guidance
(CPG)

--Marine Corps Master Plan (MCMP)

--Supporting Establishment Master Plan
(SEMP)

--Warfighting Assessments

--War games

Within the Marine Corps, MCCDC has
the mgjor responsibility for internal plans, 1&L
for the SEMP, and PP& O for joint/external
plans. CG, MCCDC, COMARCORSY SCOM,
and at HOMC, the Deputy and Assistant Chiefs
of Staff, and heads of the special staff sections,
develop and continually evaluate priorities by
requirement and by program, within their
assigned sponsorship areas.

--MCCDC focuses and prioritizes
MAGTF procurement and training
requirements. Sponsors assign discrete priority
values to procurement items.

--Non-procurement appropriations,
including O&M, MILCON, and FH are divided
into small packages by priority within the
appropriation.

Core funding levels, artificial funding
levels set at some value below expected fiscal
guidance, are developed for each appropriation
and, in some <cases, <subdivisions of
appropriations. For procurement, cores protect
"current capability" programs - those allocated
budget-year resources resulting from previous
programming cycles. Cores further protect the
resources needed to maintain currently fielded
items and the highest priority needs of the
non-procurement appropriations. Core values
are merely programming tools and are not
statements of strategic plans.

Programs not placed in the sponsor's
core compete for remaining Marine Corps
resources. Multiple levels of staffing develop
and refine the recommended allocation of
resources above the core levels.

The DC/S (P& R) convenes a series of
Program Evaluation Groups (PEGS) to rank all
candidate MAGTF tactical acquisition POM
initiatives, traininginitiatives and MAGTF
structure and manning initiatives. These are
ranked by urgency and suitability to best meet
the needs of the Fleet Marine Force. These
include those "blue" POM issues that must be
programmed through the appropriate Navy
resource sponsor. The Program Evaluation
Group membership consists of subject matter
experts from the WarFighting Center, the
Training and Education Center, and the FMF
Headquarters.

The DC/S P& R and HQMC utilize a
standing cross-sponsor committee, the POM
Working Group (PWG), to develop
procurement priorities across sponsors and
proponents, and between FMF and non-FMF.
The PWG's product, a Marine Corps procure-
ment priority list, shows each procurement item
in order of its relative benefit to the Marine
Corps. The benefit values of the various
procurement items reflect both the urgency of
various warfighting requirements and how well
aparticular item meets the requirement.

The PWG also studies all requests for
above-coreresources. The PWG, incorporat-
ing top-down guidance, then recommends a
balanced program covering all appropriations,
that provides the best fit between the many
competing requirements and our very limited
resources. Therecommendation of the PWG is
based on the PEG's recommended priority list,
the sponsors' priorities for other appropriations,
mathematical models, decision-analytic
techniques, and the programming guidance
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described above. The PWG's final recom-
mended program establishes a strategy to
quickly adjust our total program to changesin
fiscal guidance - up or down - as the program
passes to budget. Although many techniques
are used, the PWG's recommended program is
ultimately based on the subjective judgment of
agroup of professional officers charged with
recommending what is best for the Marine
Corps.

The PWG's recommended program
passes to the Program Review Group (PRG).
The PRG is composed of the DC/S's, AC/S's,
MCCDC, MARCORSY SCOM and others.
Chaired by the DC/S P& R, this group studies
the PWG's recommended program and directs
additional study and changes.

The PRG's recommended program
passes, in turn, to the Executive Steering
Group for approval or changes as desired. This
committee, made up of the senior leadership of
the Marine Corps, recommends the program to
the Commandant. The Commandant directs
any desired changes and approves the final
program or POM submission.

The Navy programming process differs
from our "green dollar" method. Both existing
and candidate systems, platforms, and
programs are assessed for appropriateness
using amatrix of six mission and two support
areas which more accurately reflect both the
increased complexity of requirements and the
increased need to integrate them fully with
resources. The new assessment process
involves continuous flag officer immersion,
cross-warfare assessments of joint mission
areas in a continuous and iterative process
using war games, seminars and experience-
based capability evaluations. Our participation
occursfirst in the assessment process, then at
the highest level, the Department of the Navy.

The total Marine Corps program that is
presented to the Secretary of the Navy includes
dl green dollar appropriations that we program
unilaterally, plus that part of blue appropri-
ations programmed through the Navy program-
ming process that are of concerntous. Our
program's success depends on how well we
have coordinated our plans - joint, naval and
unilateral - with our programming efforts and
our past budgeting success.

BUDGETARY PROCESS

In the budgetary process, the programs
included in the Future Y ears Defense Plan
(FY DP) for the prospective budget year are
revised to reflect the latest decisions of the
Secretary of Defense. These revised programs
are converted to the appropriation structure for
presentation in the budget and are supported by
detailed shopping lists of items and dollars.

IMPORTANCE OF BUDGETARY
PROCESS

Approval of aprograminthe FYDPis
not an automatic guarantee that such program
will befunded. The budget is constrained
historically by estimated nationa dollar
resources irrespective of the total obligational
authority approved for the budget year in the
FYDP. Since the magnitude of resources
which can be allocated to defense in any given
year is usually less than the FYDP, certain
programs must be reduced or deleted due to
reduction in the overall defense portion of the
Federal budget, to provide for other programs
of higher priority, or because of increased costs
of other programsin the budget. A budget
which provides the maximum value output for a
given level of expenditure implies a condition
of balance such that no item isincluded in the
budget which is less essential than any item not
included.
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BUDGET GUIDANCE

Substantive guidance concerning overall
budget amounts and particular programs is
developed at all levels and issued to
subordinate echelons.  Guidance comes from
the President based on various monetary and
fiscal policy considerations as well as
assessment of the international situation.
Broad guidance from higher levelsis translated
into increasingly specific guidelines at lower
levels.

The Commandant of the Marine Corps
provides field budget guidance in the form of
standard budgeting procedures outlined in
MCO P7100.8 and annua bulletins with
specific guidance for individual years. Field
command comptrollers act as the fiscal
representative for the commander. These
comptrollers assist the commander in deter-
mining  funding  requirements,  allocating
resources, advising the commander on the fiscal
status of the command and promoting the
efficient utilization of resources. Comptrollers
are the principal staff officers responsible for
formulating and promul gating budget guidance

to command staff and subordinate
commanders.
Formulating a budget requires a

complete review of each functional area. The
key is active involvement of staff sections and
subordinate commanders in the budgeting
effort in addition to the efforts of the assigned
fiscal personnel. The end product is goal
oriented and reflects a well coordinated and
costed financial plan for each applicable fiscal
year that supports the commander's operational
plans. Budget analyses should address not only
resources required but also program objectives,
alternative courses of action, measuring
achievement of goals, and the impact if funding
is either reduced or not provided.

The basic building blocks for the O& M
budget are the Activity Groups and Sub-
Activity Groups (AG/SAG). The AG/SAGs
relate to broad functional areas within the
command. These AG/SAGs are listed for both
the operating forces and for the posts and
stationsin Appendix A of this Guidebook. The
basic budgeting task for subordinate com-
manders and staff sectionsisto determine
financial requirements by AG/SAG for each
budget level established by commanders. The
importance of clearly defined goals prepared by
commanders and their staff for each AG/SAG
cannot be overemphasized. Subordinate
commanders and staff sections prepare their
requirements. Commanders and their staffs
must then aggregate and prioritize these
packages for submission to higher authority.

Use of this budgeting procedure
provides commanders with detailed information
concerning the resources needed to meet their
command objectives at each established budget
level. It spotlights duplication of effort among
subordinate commanders, and focuses on
resources needed for total programs rather than
on percentages of increases or decreases from
previous years. It shows the impact of funding
between subordinate commanders and staff
sections and in AG/SAG, and also provides
commanders better information for usein
establishing funding priorities.

COMMAND RESPONSIBILITY

Commanders are responsible  for
determining  operational ~ objectives  and
formulating financial plans and budgets. In
order to carry out these responsibilities
effectively, commanders must be continually
aware of their current fiscal status and must
know how funds are spent within their
organization to  accomplish  operationa
objectives. They should be cognizant of fixed
costs and costs required to perform normal
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recurring evolutions of an optional nature (e.g.
preventive maintenance, training exercises,
schoals, etc.).

PERFORMANCE BUDGETING

"Performance budgeting" is another
tool to aid commanders in executing their
assigned budget, and, hence, their operating
plans for the year. " Performance budgeting"
has received renewed emphasis in the federal
government since the passage of the
Government Performance and Results Act of
1993.

The Act sets forth very simple goals for
the executive branch of the government: (1)
Define missions; (2) set goals; (3) measure
performance; and (4) report on accomplish-
ments. While the law is aimed at the major
agencies of the government (e.g., DOD and
other Cabinet level Departments), the goals
established in the law are applicable to local
commanders program.  Commanders should
have definite goals and missions in view when
developing and executing the financial plan.
Performance budgeting at the "loca" level can
aid in successful financial planning.

The key to successful performance
budgeting is the development and use of good
performance criteria While performance
criteria cannot be specified throughout the
Marine Corps, there are five criteriathat should
be used to evaluate each performance criterion:

a. The criterion should be meaningful;
it should be tied directly to the performance of
the local mission and be something the
commander uses to evaluate program success.

b. The criterion should be
measurable; it is better to discuss specifics
and facts rather than relying on generalities and
emotion.

C. The criterion  should be
"aggregatable”, that is, if the criterion is used
to measure the success of multiple programs or
activities, it should remain meaningful when the
criteria are added together.

d. Thecriterion should be auditable;
this helps compare progress over time and
assures that the data come from a reliable
source.

e. Thecriterion should be variable
with the dollars applied to the program, this
helps in determining "return on investment”
when comparing competing needs.

Comptrollers/fiscal officers can help
define performance criteria, but it isimportant
the "operators" get involved in defining and
using the criteriato gain the most meaning
from their use.

RELATIONSHIP OF SUPPLY TO FISCAL

Commanders should be familiar with
supply concepts and procedures which impact
on fiscal activities. Generally speaking, with
the exception of travel ordersand civilian labor,
theinitial input for financial obligationsis a
supply transaction. For example, transactions
can take the form of a purchase order, a
requisition, or a self-service billing. The
relationship of formal versusinformal records,
Financial Information Pointer coding, the stores
account code, classification, and the difference
between soft and hard dollars for Marine
Forces commanders are dl items that
commanders should understand. (Each of these
is discussed later in this chapter.)
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FINANCIAL INFORMATION POINTER
(FIP)

The Financia Information Pointer (FIP)
is one of the two keys to the SABRS system.
It isthe code used to classify the type of funds
used and the purpose that the funds were
executed. The FIP links the categories and
amounts budgeted with the actual execution of
those funds. From the properly coded FIP, the
following information can be derived:

--Who spent the funds,

--In which appropriation, subhead, and
budget programs were the funds spent,

--In - which category were the funds
spent, such as civilian labor, TAD, etc.,

--For what purpose were funds spent,
such as administrative support, maintenance of
real property, automated data processing
support, etc.

Financial Information Pointer Elements
and Fund Administrator Codes are found in
Appendix B.

REQUISITIONAL AUTHORITY AND
PLANNING ESTIMATE DOLLARS

A Fleet Marine Forces commander
receives two types of funding, Requisitional
Authority (RA) or "soft" dollars and Planning
Estimate referred to as "hard” dollars. The
distinction between the two types of funding
authorization is where they can be spent. The
RA can be obligated only at the SASSY
Management Unit (SMU). For every RA dollar
authorized to a commander, a matching dollar
is provided to the SMU to use in purchasing
items from their source of supply to maintain
stockage levelsin anticipation of demands from
customers.
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The Planning Estimate can be used to
purchase authorized items, such as fuel and
other supplies, when these are not available at
the primary source of supply for the
battalion--the SMU. An example of how
Planning Estimate dollars are spent would be an
open purchase of supplies from a civilian
source because these supplies are not available
at the SMU.

STORES ACCOUNT CODE (SAC)

The SAC classifies all itemsin the
supply system for fiscal payment purposes.
SAC 1 items are generally consumables and
expendables. Examples of SAC 1 items are
administrative and cleaning supplies, minor
repair parts for weapons, clothing and
equipment (782 gear). In general, they are the
less costly items listed in an organization's
Table of Equipment (T/E).  Significant items
not included as SAC 1 are ammunition, cash
sales, uniforms, and major end items such as
tanks, communications equipment and crew
served weapons. These items are funded under
a separate category and may be SAC 2
(repairables) or SAC 3 (principal end
itemg/investment items). It isimportant to unit
commanders to make this distinction because
all SAC 1 and 2 items are paid with the unit
funds while SAC 3 items are centrally funded
by HQMC from the PMC appropriation.

FORMAL AND INFORMAL RECORDS

As with a private bank account, the
Marine Corps uses two types of records, formal
andinformal. When an individual writes a
check on a private bank account, the individual
enters the amount of the check on the stub and
subtracts the amount from the available
balance. The checkbook balance is their
personal record. Later the bank will send a
formal bank statement for the reconciliation
with the checkbook balance. The same basic



procedure is used to monitor O& MMC funds
at the battalion level. Formal records equating
to the bank statement are provided by the
automated fiscal system on arecurring basis.
Informal records maintained at the unit level
should reflect all obligations including
transactions not yet accepted in the automated
programs. It should be understood that these
"checkbook" records are not the official
accounting records and are intended only to
assist in ensuring the accuracy of the official
records.

At battalion/squadron level of Marine
Corps organization and below, the fiscal
department is usually located within the Supply
Office. Likewise, the Supply Officer generally
holds the dual role of the Fiscal Officer. Thisis
done for a very good reason--coordination. If
supply requisitions are being sent without fiscal
knowledge, a situation exists tantamount to
writing checks and not recording them in the
checkbook.  Conversely, if requisitions are
canceled without fiscal knowledge, the
"checkbook™ will have alarger balance than
actually indicated. Requisitions submitted are
monies deducted from the checkbook. A
reconciliation should be done on a daily basisto
ensure the accuracy of all spending.

One of the most common discrepancies
at the unit level with regard to Requisitional
Authority (RA) funds is double obligations.
This occurs when a requisition is submitted to
the SASSY Management Unit but is not
accepted into the automated supply system, for
whatever reason. The requisition then must be
canceled and a second requisition submitted.
Very often, due to poor procedures or
communi cations between the supply clerk and
fiscal clerk, copies of both requisitions are
maintained in the RA pending file with the
amount of both requisitions having been
subtracted from the available balance on the
memorandum records. Commanders may
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determine if this problem exists within their
units by performing the following inspection:

--Visit the supply/fisca office and
obtain the Requisitiona Authority (RA)
Pending File for the current fiscal year.

--Have the supply/fiscal officer prove
the validity of each document in the file over 30
daysold.

--If the documents are valid they should
appear on the SASSY Additional Demands
Listings.

--If adocument is over 30 daysold, is
in the Pending File, and does not appear on the
Additional Demands Listings, then it was either
rejected by the supply system or the materials
ordered have already been received. In either
case, the document should not be in the
Pending File. If it was rejected by the supply
system, then the monies obligated on the
memorandum records can be recouped and
used for other requirements.

By combining the information contained
in the memorandum records, the formal
accounting reports, and the pending file, a unit
commander has all of the financial data
necessary to make decisions. The balance of
funds contained in the cost center status of
funds report minus the dollar sum of the
documents in the pending file should equal the
available balance shown in the memorandum
records. If not, then the books are out of
balance. The most common problem causing
an imbalance is a price change for the item
ordered or a supply system substitution of the
ordered item. Generally in these cases, the
costs shown in the accounting reports are
correct and an adjustment must be made to the
memorandum records.



In short, the commander must ensure
that reconciliations are being conducted on a
recurring basis between supply and fiscal and
also within fiscal between the formal and
informal records. With constant attention to
these matters the true financial balance of funds
available will be properly identified.

BUDGET FORMULATION

Commanders will be provided budget
guidance and formats as well as afinancial
ceiling amount for use in formulating a budget
for the forthcoming fiscal year. The budget is
basically a projection of the application of funds
to various programs vital to the day-to-day
operation of the activity. The principal
objectives of budgeting are to:

--Involve commander/managers at all
levelsin the budget process.

--Justify all resource requirements for
existing activities aswell asfor new initiatives.

--Establish measurable objectives at all
budget levels that are goal oriented.

--Assess  dternative  methods  of
accomplishing objectives.

--Analyze the probable effects of
different budget amounts or performance levels
onthe achievement of objectives.

--Provide a credible rationale for
reallocating resources, especially from old
activities to new activities.

Essentially, there are four basic tasks
involved in formulating the budget.

--The command must identify the
operational requirements to meet the goals of

the command and directives from higher
authority.

--The unit must determine the cost
involved in meeting the identified requirements.

--The reguirements funded within the
assigned ceiling must be justified in detail using
the formats as assigned.  Justification should
clearly demonstrate that the budget, as
developed and submitted, represents the most
efficient and effective use of assigned
resources. Appropriate quantitative workload
statistics should be included, whenever
possible, to reflect the anticipated output to be
achieved as aresult of funding theitemin
guestion at the indicated level.

--Unfunded  deficiencies must be
prioritized according to their importance to the
command. In addition, a statement must be
prepared to explain the impact each deficiency
will have on the function of the command.

The financial plan should be prepared
with the same care applied to preparation of a
unit operation plan. The commander's staff and
subordinate unit commanders must be involved
to ensure this plan truly supports operational
requirements projected for the forthcoming
fiscal year.

BUDGET TOOL S/ASSISTANCE

Formulation of afinancia plan (budget)
requires adherence to guidance provided by
higher headquarters and the use of historical
datato project futurerequirements.  This
historical data can be drawn from official
accounting reports as well as reports from
other Marine Corps supply and maintenance
systems. In addition, previous budgets,
transaction logs, memorandum records and
supply price lists provide good source material.
Probably the best aid to budgeting is the
commander's goals promulgated in the unit
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budget guidance. These goals should provide
the basic building blocks for the identification
of operational requirements. Each major
command, i.e., Base, Station, Division, Wing,
Force Service Support Group, has a
comptroller section that stands ready to assist
personnel of the command in financial
management procedures. The importance of
the proper allocation of scarce resources,
whether they be personnel, material or
MONEY cannot be over emphasized.

FUND AUTHORIZATION

An Operating Budget Fund
Authorization, or OpBud asit is commonly
called, isthe device for distributing available
funds from the Commandant of the Marine
Corpsto responsibility centers. Appendix Cis
a sample authorization. Funds are provided for
the entire fiscal year by quarterly authorizations
with amendments being utilized for unbudgeted
or unforeseen requirements and for centrally
managed programs, such as major repair
projects and minor construction projects. If the
OpBud received is less than the amount
requested, commanders must revise their
financial plans by effecting reductions in those
programs which they consider to be least
essential to the accomplishment of their overall
mission. Realignment  of authorization
between budget activities (subheads) is not
authorized without prior CMC approval.

There are several basic fund limitations
placed on commanding officers with OpBuds
vice one under the allotment accounting
system. These limitations are shown on each
Operating Budget Fund Authorization (see
appendix C) asfollows:

--New __Obligational _Authority _Limi-
tation.  (Previously discussed in Chapter 1.)
Thisisalegal limitation imposed by Congress
to the lowest organizational element granted an

OpBud or sub-OpBud. It is subject to the anti-
deficiency statute of the U.S. Code, commonly
referred to as 31 U.S.C Sect 1517. In plain
language, this means you can't obligate or
spend more than authorized on your Operating
Budget.

--Full-Time-Equivalents. Civilian
personnel resources are monitored against a

full-time-equivalent work years ceiling.

Additionally, other specific limitations
may be assigned regarding specific programs
and funds. These funds are provided for stated
purposes only and may not be used otherwise.

--Flight operations

--Agricultural outlease
--Recycling/Recycling proceeds
--Drugs and Counter-Narcotics programs

TRANSFER AND ASSIGNMENT OF
FINANCIAL RESPONSIBILITY

Designated commanders receiving an
operating budget may transfer the legal
responsibilities for these funds by means of a
Sub-Operating Budget (Sub-OpBud). The
following commanders have such authority:
COMMARFORLANT; COMMARFORPAC;
COMCABEAST; and COMCABWEST.

Other ~ commanders  desiring to
decentralize control of their funds or to give
subordinate commanders a degree of financial
responsibility paraleling their other
responsibilities, may do so by the administrative
procedure of issuing operating targets or
planning estimates to subordinate commanders.
The operating targets and estimates are not to
be construed as Sub-OpBuds; therefore, the
commander issuing the estimate retains all legal
and accounting responsibility. However, the
normal responsibility between senior and
subordinate remains.
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EXECUTION OF THE FINANCIAL PLAN
(BUDGET)

Monitoring the command's performance
in executing its financial plan requires that
commanders be aware of fiscal documents and
official accounting reports that provide them
with financial management data. These
automated SABRS reports provide data on the
obligation of O& M funds throughout the fiscal
year as the unit executes its financial plan.
Reports are provided on the status of funds at
various levels of management. Detailed listings
identifying each individual obligation are
available and summaries by AG/SAG/FIP are
included. These reports combined with the
memorandum records on pending transactions
will  provide commanders Wwith required
information on their current financial status.

A NOTE OF CAUTION: A Commander's
efforts to make the most efficient use of
resources cannot be accomplished without
ensuring that the command's unliquidated

obligations (UL Os) are effectively monitored.
Failure to review and deobligate funds on
INVALID Obligations results in opportunities
lost--opportunities to free up scarce funding;

reduce your deficiency backlog and thereby
improve your readiness. Y our command must
perform  in-depth  monthly  reviews of
unliquidated obligations and ensure that fiscal

personnel and fund administrators are aware of
proper procedures for doing these reviews.

(NAVCOMPTMAN, par. 039101-4b applies.)

VARIANCE ANALYSIS

An operating budget is designed to
provide a financial plan against which
performance can be measured, variance
analyzed, and adjustments made as necessary to
permit more effective management of resources
at all echelons. It should be understood that,

while management at the Headquarters Marine
Corps level is accomplished by measuring
performance against budgeted programs or
functions, management at the local field level is
primarily accomplished by measuring
performance against the local commander's
financial plan.

REALIGNMENT OF FUNDS (Funding
Deficiencies)

Realignment of fundsthat arein the
best interest of the Marine Corps must be
determined on the most realistic picture
possible of every activity's funding situation.
The formal mechanism for submission of
funding deficiencies is the SABRS Deficiency
Tracking System.

Funding deficiencies will be reviewed
and updated as appropriate by the 10th of each
month. The justification for your most critical
deficiencies to ensure combat readiness is
maintained must explain what cannot be funded
within discretionary program funding and the
impact that it will have on your ability to
accomplish the assigned mission. Discretionary
programs must not be funded at the expense of
mandated requirements such as tilities,
environment, etc.

SUMMARY

In order to effectively manage their
organizations and ensure the efficient obligation
of limited financial resources, commanders
should keep in mind the following basic
principles:

* Be aware of the cost of doing
business.

* Seek help if necessary on costing
new requirements or completing complicated
financial forms.
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» Identify ALL operational require-
ments within your budget.

* Know your organizations and what
they must accomplish over short and long term.

* Always be aware of your fiscal status
for the current and subsequent years.

* Be able to discuss and support
specifics of your financial requirements in terms
of operational objectives and impacts on
common goals.
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CHAPTER IV

ACCOUNTING SYSTEM FOR OPERATIONS

GENERAL

An awareness of accounting resultsis
essential to the commander's inherent financial
management responsibility.  Although your
command's financial management effectiveness
is primarily dependent upon the technical
knowledge, ahility and actions of your staff,
you, the commander, need at least a rudimen-
tary knowledge of accounting systems and
reportsin order to effectively understand and
exercise your financial management respon-
sibilities.

This chapter is designed to provide you
with a general overview of the system for
accounting for operations and will acquaint you
with some of the significant reports compiled
from datain the SABRS system.

OBJECTIVES

The basic objectives of aresource
management system are:

--to provide managers at the command,
responsibility center and subordinate levels a
system which displays and reports monetary
and quantitative information that will enable
effective and efficient resource management
decisions;

--to account for and report the cost of
operation of acommand or activity in terms of
total resources consumed or applied; and

--to furnish operating budget grantors
and other management levels with the required
degree of financial information necessary for
effective oversight, coordination and control of
resources.

--To provide arecorded basis for devel-
opment of future POMs and Budgets.

CHARACTERISTICS

Implicit in the accurate measurement of
costs or expensesisan accrua basis of
accounting.  Accrual accounting provides a
system of accounting in which the significant
and accountabl e aspects of financial trans-
actions are recorded asthey occur. Thisbasis
of accounting provides more information than
the cash basis alone, under which financial
transactions are recorded in the accounts only
when cash is received or disbursed. It also
provides more information than the obligation
basis alone, under which financial transactions
involving use of funds are recorded in the
accounts primarily when obligations are
incurred.

Proper recording of the obligation and
disbursement of public fundsisan integral part
of the accrual basis of accounting. The cost of
operation of an activity is determined by the
value of goods and services consumed or
applied during the period measured, (month;
quarter; fiscal year), without regard to when
acquired or when actually paid.

GENERAL LEDGER

The general ledger is the book of
accountsin which all transactions of the
command are ultimately summarized. A
general ledger is maintained for each operating
budget. It isnot essential that commanders
know the account number, title, or technical
procedures for updating accounts established.
The DFAS will maintain and report general
ledger information for the command.
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An integrated double-entry set of
accounts has been established in the General
L edger which provides the following:

--Accounts reflecting the amount of
operating budget authority available, and the
status of this authority.

--Liabilities and receivables accounts.

--Expense accounts that record current
period cost of operations.

--Integration of cost accounting records
with the general books of account.

--Accounts which record costs for
which the benefits are applicable to future
periods.

OPERATING BALANCESAND RESULTS

Commanders are provided several
reports out of SABRS for determination of
fund status and overall operating budget
execution  results. Key reports that
commanders may be interested in reviewing
are:

--DIRECT FUNDS SUMMARY BY
FUND ADMINISTRATOR (See appendix D
for sample report.) This report provides
authorization, reservation, and obligation
information for al cost centers under an
operating budget. Amounts shown are actual
and are compared with budgeted amounts for
cost centers and the operating budget.

--FIELD DIRECT DETAIL PLAN-
NING AND PERFORMANCE REPORT (See
Appendix E for sample report.) This report
provides fiscal year-to-date actuals on executed
reservations, obligations, expenses, and
payments by program element, cost account
code, object class, fund administrator, and

work center codes within an operating budget.
The report also provides execution information
on civilian labor, if applicable, for the operating
budget.

The management implications of using
these reports for comparisons of actual
performance against the budgeted plan are
described in Chapter I1l.  Problem areas are
often easily identified upon examination of
these reports. However, the best solutions to
identified problems are most readily developed
when commanders with knowledge of the
command structure and operations, have a
basic concept of the accounting system for
operations along with atrained financial staff to
provide technical guidance.

NEGATIVE UNLIQUIDATED
OBLIGATIONSAND UNMATCHED
DISBURSEMENTS

During March 1994, because of serious
DoD-wide problems with inaccurate and
untimely recording of financial transactions, the
Under Secretary of Defense (Comptroller)
issued landmark guidance on recorded
disbursements that either didn't have correlating
obligations (Unmatched disbursements
(UMD's) or disbursements that exceeded
obligations (Negative Unliquidated Obligations
(NULOQ'9)) in the accounting system.  These
two situations are also referred to as problem
disbursements.

This guidance directed Commandersto
post obligations for problem disbursements
over 180 days old if, they are not corrected
within that 180 days.

If, at the time of this posting, the
appropriation does not have sufficient
unobligated balances available, the
appropriation will be placed in moratorium and
payments out of the account will be stopped
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immediately, until the condition has been
corrected.

This guidance and its results have
marked a Department-wide reemphasis of
Commander and financial official responsibility
to ensure that financial transactions are
properly recorded and continuously reviewed
for accuracy.

CHIEF FINANCIAL OFFICER'S (CFO)
ACT STATEMENT

Public Law 101-576 (the Chief
Financial Officers Act [CFO]) requires that
DOD and other major Federal Agencies
improve their accountability and financial
reporting by developing integrated accounting
and financial management systems. TheAct's
intent is to provide accurate and timely financial
information for decision making purposes.
Within DON, the CFO Act requires preparation
of financial statements for the Working Capital
Fund (WCF), General Funds (Operation and
Maintenance, Military Pay, Procurement, etc.),
and Trust Funds. Thefinancial statements
encompass DON's entire operation and reports
on operating performance (total costs and
generated revenues), budgetary information
(appropriations), and financial statusinfor-
mation (unspent funds, property, plant, and
equipment, etc.). Commandant of the Marine
Corps (Code RFL) coordinates statement input
and preparation with DFAS- KCC and
DFAS-HQs, MCLB, Albany, GA, Installations
and Logistics (I&L), Marine Corps Systems
Command, and other Marine Corps commands
as applicable, as well as with the Assistant
Secretary of the Navy (Financial Management
& Comptroller), the lead activity.

SCOPE OF THE SABRS SYSTEM

The Standard A ccounting, Budgeting,
and Reporting System (SABRS) isan
automated financial management  system
operated by the DFAS and designed to assist
HQMC and Marine Corps field activities in
their budget formulation, budget execution and
mai ntenance of accounting records with respect
to O& MMC (appropriation symbol 1106) and
O& MMCR (appropriation symbol 1107)
managed by the Marine Corps.

SABRS is built upon the eleven
programs of the FY DP. These programs are:

1 - Strategic Forces

2 - General Purpose Forces

3 - Intelligence and Communication
4 - Airlift/Sealift

5 - Guard and Reserve Forces

6 - Research and Devel opment

7 - Central and Supply Maintenance

8 - Training, Medical and other General
Personnel Activities

9 - Administration and Associated
Activities
10 - Support of other nations

11 - Specia Operating Forces

These |1 programs of the FYDP are
further subdivided into approximately 1700
program elements, activity group/sub activity
groups, and object classification/subobject
classification codes to identify types and
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categories of expense. Such breakdowns
provide information as follows:

--1700 program elementsidentify the
smallest item of military output controlled at

the DOD level. (i.e., Who is consuming the
resources?)

--Activity Group/Sub Activity Group
categories identify the type of activity within a
program for which expenses are incurred.

--Object ClassSub _ Object Classes
identify the category of expenses, such as TAD,
transportation, printing, etc. (i.e., Why are
resources being consumed?)

As this demonstrates, the FYDP is
arranged so as to provide a match between
program elements and types of organizational
units.  Activity Group/Sub Activity Group
categories, Object Class/Sub Object Class of
expense and the addition of cost accounts from
our accounting system provide the necessary
segregation of costs to match planning and
managing operations with organizational units.

SUMMARY:

e SABRS provides an automated
financial management system that satisfies both
legal and fiduciary financial management
requirements.

* SABRS integrates accounting and
budgeting functions into a single system which
provides new functional capabilities and
improves time responsiveness.

* The SABRS accounting system for
operations has a direct effect on commanders.

* The cost of operation of an activity in
terms of total resources consumed or applied

can be determined through information
processed into the accounting system.

* An accrual basis of accounting
whereby resources are charged in the same
period that they are received or consumed is
used in accounting for operations.

* Cost accounting records maintained
through the use of local coding mechanisms are
integrated into the accounting system.

* Execution reports provided through
the accounting system are the commanders
tools for monitoring funds spent.

» Financial management depends on the
knowledge, ability and actions of commanders
and their financial management staffs..
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CHAPTER YV

FINANCE

INTRODUCTION

Commanders at all levels are respon-
sible for the quality of finance services provided
to their Marines (and other assigned military
personnel), civilians, and contractors. In
general, these servicesinclude pay, travel, and
public vouchers.

The Marine Corps and the Defense
Finance and Accounting Service (DFAS) share
responsibility for providing finance services.
Tactical finance support is a Marine Corps
responsibility. CONUS disbursing station
symbol numbers (DSSNs) are under Marine
Corps control and are called finance offices.
Finance offices provide military pay and travel
services. FSSG and OCONUS DSSNSs, under
the control of the Marine Corps, provide
military pay, travel, and finance support.
DFAS provides public voucher, civilian pay,
and finance support for the remaining finance
offices.

The quality of military pay and travel
has adirect and significant impact on Marines
morale. A Commander's active role inthe
overall administration of pay and travel services
assures its high quality. Although, each
Marine's Master Military Pay Account
(MMPA) is maintained by the DFAS-Kansas
City Center (DFAS-KC), finance offices and
Commanders' reporting units are responsible
for the timely and accurate reporting of
pay-related transactions which update the
MMPA. These transactions are processed into
the MMPA by the Marine Corps Total Force
System (MCTFS), an integrated pay and
personnel system. DFAS-KC and the DC/S
(M&RA) at HOMC share responsibility for
MCTFS.

ORGANIZATION

In general, financeoffices are organized
functionally into sections. The most common
sections are pay, travel, public voucher or
fiscal. Not all officeswill have each of these
sections because of the shared responsibility of
DFAS and the Marine Corps. For example,
only the FSSG Disbursing Offices and DFAS
will have a fiscal section. Additional
task-organized sections may be necessary
depending upon the size and scope of
operational requirements.

Military Pay Section: Monitorsthe
accuracy of master pay accounts located at

DFAS-KC,; enters miscellaneous pay-related
transactionsinto MCTFS (e.g., advance pay) to
update pay accounts, processes MCTFS
generated management reports and corrects
system deficiencies; and processes allotments.

Travel Section: Processestravel claim
settlements; and processes advances for
non-frequent travelers. (Frequent travelers
must use automated teller machines to obtain

advances, through an American Express
Corporation sponsored credit card program.)

Public Voucher Section:  Processes
payments to contractors for goods and/or
services purchased by/provided to the Marine
Corps.

Fiscal Section:
bookkeeping functions.

Performs internal
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FINANCE/DISBURSING OFFICER
DUTIESAND AUTHORITY

Finance/Disbursing Officers are
personally responsible and pecuniarily liable for
the saf ekeeping of public fundsin their custody
until disbursed for properly approved payment
of the following: earned pay and allowances of
military and civilian personnel, travel expenses
for personnel on official travel; and contractor
invoices/bills. Thereisno authority to disburse
funds on items of doubtful validity. Detailed
records are required to be maintained for each
transaction. These records must be made
available to audit agencies upon request.

COMMANDING OFFICER
RESPONSIBILITY

Reference. See DOD Financial
Management Regulation, Volume 5, "Disbur-

sing Policy and Procedures," Chapter 03.

Safekeeping of funds. The command
security program must include the requirement
to safeguard public funds. In this regard, the
commander must:

-- Ensure that every individual entrusted
with public funds (including U.S. Government
checks) has a vault, safe, or other secure
facility for exclusve use of that individual. If
separate safes are not possible, separate
"locked" compartments or strong boxesin one
safe are appropriate.

-- Develop a program that provides
adequate protection for the maximum amount
of public funds and related documents that will
be on hand at any given time.

-- Ensure that the security plan for the
finance/disbursing office includes personnel
protection.

-- Ensure that armed guards are made
available for escort of funds to and from the
finance/disbursing office.

-- Test all security measures for proper
operation on a semi-annual basis.

Quarterly Verification of Cash. Ona

guarterly basis, a two-person verification team
must be appointed, in writing, by the
Commander. Thisteam isresponsible for a
physical count of cash, negotiable instruments,
and other assets that comprise the Finance/
Disbursing Officer'stotal accountability. The
team must provide the Commander with a
written report of the verification, with a copy
to the Finance/Disbursing Officer.

INTERNATIONAL MERCHANT
PURCHASE AUTHORIZATION CARD
(I.M.P.A.C)

The Government-wide Purchase Card
Program, also known as the International
Merchant  Purchase  Authorization  Card
(IMPAC), has proven to be a successful
procurement tool for small purchases costing
$2,500 or less (micro-purchases). IMPAC
pilot agencies found savings in both time and
effort because purchase card use reduced or
eliminated administrative delays frequently
encountered in the procurement process. This
means that 2dBn, 2d Marines, for example,
could purchase printer ribbons directly from a
local store in Jacksonville instead of submitting
requests through the contracting office.

DOD has also simplified purchase and
payment procedures to further streamline the
purchase card program. Card holders no
longer need to prepare requisitions or submit
lines of accounting for individual purchases.
Streamlined financial procedures such as bulk
funding, using an automated purchase card
reconciliation system, and paying IMPAC
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invoices immediately upon receipt reduce time
spent preparing payment documents, invoice
delinguencies, and interest penalties.

The Agency Program Coordinator
(APC), generally located at the Regional
Contracting Office, manages the program for
the Commanding Officer. APCsare
responsible for establishing purchase card
accounts, providing training, delegating
contracting authority, conducting audits, and
overall coordination with the bank.

SUMMARY:

* Marine Corps and DFAS share
responsibility for finance services.

* Command finance offices and
reporting units are responsible for timely and
accurate input of pay-related transactions
which update the MMPAS.

* Finance/disbursing officers are
personally and pecuniarily liable for safe
keeping of public funds and for making proper
payments.

« Commanders are responsible for
providing secure storage of public funds aboard
their commands and for carrying out quarterly
verifications of cash.

* The IMPAC card is an excellent tool
for handling small purchases aboard your
command.
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CHAPTER VI

FINANCIAL ADMINISTRATION

THE COMMANDER'S STAFF

The size and complexity of the
commander's financial staff is dependent upon
the volume and variety of the financial
management functions performed . It may vary
from a small staff where financial
administration is on an additional duty basis, to
a large staff at a major installation, base, or
recruit depot where staff specialists in all
aspects of financial management are required.

All - magor commands where the
magnitude of financial management is such as
to make direct supervision by the commander
impractical should have a Comptroller billet
included in the Table of Organization. The
Comptroller should have adirect, general staff
relationship to the commander. Those com-
mands not authorized a comptroller billet may
assign such functions to designated staff
members on an additional duty basis. In all
organi zations, the commander should exercise
supervision over the entire financial manage-
ment function. This command supervision not
only promotes effective financial administration

but also keeps the commander informed of the
command financial condition.

The comptroller is charged with
supervising and coordinating the broad area of
financial management as it relates to or affects
all functions of the command. The comptroller
is responsible for planning, coordinating and
supervising the budgeting, accounting and
disbursing functions. Assignment to a
comptroller billet should be predicated on a
broad military background of command and
staff experience, along with specific expertisein
financial management. In the case of some post
and station commands, civilian comptrollers

should have sufficient financial management
background to meet civil service classification
standards. Recommendations for placement of
officersin Comptroller billets are made to the
DC/S Manpower and Reserve Affairs at

HQMC by the Director of the Fiscal Division,

Programs and Resources Department.

Staff officers assigned under the
cognizance of a comptroller may include a
budget officer, disbursing officer, fiscal officer,
and in many cases a resource evaluation/
analysis officer and/or a managerial accounting
officer. Theinternal comptroller organizational
structure should be tailored to the needs of the
individual command.

The budget officer is responsible for
issuing guidance and instructions for all budget
matters, reviewing resource requirements and
justification for command programs, compiling
the annual budget, RECOMMENDING
allocation of funds, and improvement of
financial efficiency through budget reviews.

The finance/disbursing officer performs
the general duties of a special staff officer with

respect to the safekeeping of all public money
collected or otherwise placed in his/her
custody, paying out or transferring of funds as
may be directed, duties as fiscal agent of the
Marine Corps imposed by law or regulation,
depositing of public funds not required for
current expenditures, maintaining detailed
records of all transactions, and submitting
periodic financial reports.

In smaller commands (below the
division/wing level), a fiscal officer performs
the general duties of a special staff officer with
respect to fiscal matters, maintains records
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reflecting the use and status of appropriated
funds made available to the commander by
allotment, suballotment, or other means, and
prepares reports pertaining to the status of
alotments and other fiscal matters.

A resource evaluation and analysis
REA) officer has a number of financially

related duties. Usually the REA officer

coordinates the command's Internal Control
Program,; acts as the command's focal point for
externa  audits, including audit liaison,
coordination, audit responses and audit
followup; performs internal command reviews,
evaluations and analyses of appropriated and
nonappropriated  fund  matters; reviews
obligation  validity and validates fund
administrator records.

A managerial accounting officer may
also perform obligation validation analysis,
provide training to fund administrators and
assist the comptroller in assuring the accuracy
of command financial reports.

Commanders, in  making financia
decisons, must rely heavily upon the
coordinated financial planning and advice of
their staff asawhole. While the comptroller
has primary staff cognizance in this area,
financial management is a coordinated total
staff effort. To capitalize on their staffs
knowledge and experience, commanders may
also choose to organize financial review
committees consisting of selected staff officers
to assist in financial decision making.  Such
committees would be chartered specifically to
provide closely coordinated and balanced staff
solutions to financial issues.

TRANSFER OF RESPONSIBILITY

When officers assume command, they
take over the full financial responsibility of their
predecessor, just as they take over the
responsibility for the results of the ordersin

effect at the time of the change of command.

They should fully acquaint themselves with all
aspects of the operating budget, sub-operating
budgets or planning estimates for which they
will become responsible, since they will become
liable for any overobligation or overexpenditure
that occurs after they assume command. If,
after assuming command, commanders discover
an apparent violation of law or regulations
governing the administration of appropriated
funds, they must immediately refer the matter
to the Commandant, through the chain of

command, for determination of the extent of,

and the responsibility for, the suspected

violation.

Commanders being relieved should
provide their relief with all current official
records which reflect the status of their
appropriated funds. They should also provide
all other relevant information and records
relating to their financial administration and
control of funds, in order that the new
commander can be fully apprised of the
command'stotal financial posture.

EXTERNAL INFLUENCES

Like all functions of command,
financial management in the Marine Corps is
reviewed, analyzed and audited by agencies
internal and external to the Department of the
Navy (DON). It is not due to a lack of trust
and confidence; the fact is that the laws and
legal responsibilities are so complex and the
amounts of money are so large, that many
people are required to know the status of
military spending. To assist authority at all
levels in this regard, specialists are required to
periodically see how we are doing. It is
important that commanders know the purpose,
scope and authority of all organizations who
will oversee, audit or inspect their command.
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Assistant Secretary of the Na Financial

M anagement and Comptroller)

The Assistant Secretary of the
Navy (Financia Management and
Comptroller), ASN(FM&C), isresponsible,
under the authority of the Secretary of the
Navy, for formulating principles and policies
and prescribing procedures for financia
management in the DON. The ASN(FM& C)
also functions as the Comptroller of the
Department of the Navy (NAVCOMPT).
The Financial Management Policy Manual,
DON Budget Guidance Manual and SECNAV
Instructions related to financial management
promulgated by ASN(FM& C) have full force
and effect upon the Marine Corps.

Naval Audit Service (NAS)

The Secretary of the Navy has
directed that all internal auditsin the DON be
under the cognizance of the Naval Audit
Service, headed by the Auditor General of the
Navy. The Commandant of the Marine Corps
is specifically prohibited from establishing a
separate internal audit organization, except for
audits of nonappropriated funds.

Department of Defense (DoD)
audit policies prescribe a broad management
oversight approach to auditing. These audit
policies stress theresponsibilities of audit
organizations to provide audit servicesto all
levels of management, with the essential
requirements that audit evaluations be
objective, constructive and independent of any
influence other than the facts bearing on the
situation under review. Auditing in the DON
extends beyond basic fiduciary reviews and
determinations of compliance or noncom-
pliance with regulations or procedures.  All
DON missions, functions, programs and
activities are subject to audits of mission
performance, fiduciary responsibility, economy
and efficiency, and financial transaction validity,

as well as compliance with applicable laws and
directives.

During the conduct of audits
within the Marine Corps, Naval auditors are
authorized access to any management
information consistent with the approved
purpose of the audit and security clearance of
the individual auditor. Prior to the beginning of
an internal audit, the Commandant's staff (RFR)
will be notified by the director of the
appropriate regional Naval Audit Service office
that an audit is to be conducted. The involved
commander will also be contacted directly by a
member of the audit team to make the
necessary administrative arrangements.

Reports of internal audits are
necessarily critical in nature since they are
developed around discrepancies (findings)
noted during the course of the audit. The audit
report is designed to highlight unsound
practicesto management and will normally
contain  recommendations for  corrective
measures. Auditors should provide an outbrief
of the results of an audit visit to the commander
or a senior representative of the commander by
the auditors before departure.  Findings and
recommendations of Naval Audit Service audit
reports are subject to review by the
Commandant of the Marine Corps (RFR).
MCO 7510.3D applies.

A NOTE OF CAUTION: You and your staff
must pay careful attention to audit reports
which address the potential for, or specifically
clam monetary benefits® or "funds put to

better use." Such claims by auditors may

indeed be warranted if the auditors have
accurately identified valid, supportable ways to
cut costs. We should concur with such audits,
document and reapply the savings; and include
the audits in required budget exhibits.

INVALID or UNVERIFIABLE monetary
benefit estimates in audits will have serious and
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unwarranted impact upon future Marine Corps
budgets if we concur with the claimed benefits,
related  findings, and recommendations.
Although we must provide truthful responses
to audits, and must concur with auditors when
they are right, we must also nonconcur and
refute their audit findings when the auditors are
incorrect. Assistance in responding to audit
reportsis available from CMC (RFR).

General Accounting Office

The General Accounting Office
(GAO) is an agency of Congress which
conducts audits and management reviews
throughout the Federal government, including
the Marine Corps. Unlike NAS auditors, who
are considered ‘"interna" auditors, GAO
representatives are "external” auditors and are
subject to more rigid guidelines under which
they may obtain certain types of documents.
(SECNAVINST 5740.26 and MCO 7510.3D

apply)

Another difference between GAO
and the Naval Audit Service is the level to
which report recommendations are made. NAS
recommendations often relate to specific
discrepancies and may be addressed to
individual field commands; GAO recommen-
dations tend to focus on system-wide
weaknesses and are rarely addressed to other
than the SECDEF/SECNAV/CMC levels.

DOD Inspector General Audits

DOD's Office of the Inspector
Genera performs audits and reviews within
DOD in much the same manner as GAO.
Requirements levied on DOD |G auditors for
access to commands and information isthe
same as for GAO. Also, like GAO, DOD IG
report recommendations wusually address
system-wide problems instead of
command-unique situations. MCO 7510.3D is
the Marine Corps directive on the DOD IG.

Surveys and | nvestigations Staff

The Surveys and Investigation
Staff (S&1S) of the House Appropriation
Committee (HAC) performs"inquiries" into a
wide range of Marine Corps issue, usually
centering around current budget issues.
Although these inquiries performed by the
S& IS bear many similaritiesto GAO reviews,
there are two important differences. S& 1S
reports are not provided to DOD for comment
prior to being given to the HAC, and the
requirements levied on the GAO for visiting
commands do not apply to the S&1S. MCO
5740.4A isthe Marine Corps directive on the
S&IS.

Defense Contract Audit Agency

The Defense Contract Audit
Agency (DCAA) is charged by the Secretary of
Defense with the responsibility of all audits of
contracts with the DoD worldwide.

INTERNAL INFLUENCES

Because the primary responsibility
for financial management rests with the
commander, it requires his’her constant
attention and is a matter of education, both of
the individual commander and command staff.
The assignment of intelligent personnel to the
command's financial staff does not in and of
itself assure effective financial management.
Fiscal success can only be achieved through the
commander's commitment to personal involve-
ment in important financial decisions, to
support of ongoing education and training of
financial personnel, and to his/her awareness of
factors which influence financial management
and fiscal well being. Commanders should be
aware of the following internal Marine Corps
influences which impact financial management.
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Internal Controls

The Federal Managers Financial
Integrity Act of 1982 requires the head of each
department and agency to establish and
maintain adequate systems of internal control
and ongoing evaluations and reports on the
adequacy of internal controls. Internal controls
are not new to the Marine Corps. Virtually all
command, management, and supervisory levels
possess implicit responsibility  and account-
ability for control of organizational and mission
functions, programs, and resourcesin an
effective and efficient manner, while minimizing
exposure to waste, abuse, mismanagement,
fraud and unfavorable public opinion. Failure
to fulfill this responsibility will inevitably result
in failure to achieve organizational missions and
goals and can even result in losses of funds,
life and property in extreme situations.  With
few exceptions, audit and review findings have
disclosed that when instances of waste, fraud,
abuse, mismanagement, and unfavorable public
opinion have resulted, the command's failure to
adequately assess areas of potential vulner-
ability and to establish and maintain appropriate
internal controls have been at the root of the
problem.

Internal controls are comprised of
the plan of organization and all of the methods
and measures adopted by management within
an organization to safeguard its resources,
assure the accuracy and reliability of its
i nformation, assure adherence to applicable
laws, regulations and policies, and promote
operational economy and efficiency. These
controls are the tools by which command
reduces the potential for organizational waste,
fraud, abuse, mismanagement, and unfavorable
public opinion.  Simply stated, anything and
everything that aids the command in achieving
effective management control is an internal
control. Similarly, anything and everything that
reduces the ability of command to achieve

effective and efficient management control isa
weakness in the internal control system.

The internal control program
provides a vehicle to assure periodic
assessment of organizational vulnerability and
review and improvement of management
control systems. It is your "EARLY
WARNING SY STEM." Thisvehicle enables
managers to concentrate on and schedule
appropriate forms of internal control evaluation
in those areas possessing the greatest need and
essentially consists of a process of vulnerability
assessment to identify areas of potential risk
within the command, followed by the selective
performance of internal control evaluationsin
those areas possessing highest vulnerability.

(P& R)

Programs and Resour ces

Department, HOMC

The Deputy Chief of Staff for
Programs and Resources (DC/S [P&R]) is
designated by the Commandant as the Marine
Corps Resource Process Owner. He and his
Deputy, the Director, Fiscal Division (RF), are
the Commandant's senior financial advisors.
Specifically, the Director, RF is responsible to
the Commandant for the formulation of fiscal
policy and for fiscal administration Marine
Corps-wide. In thisregard, RF is tasked with
ensuring that all Marine Corps fiscal and
disbursing actions conform with law, good
business practices and applicable policies,
procedures and regulations of higher authority.
Commanders  should address technical
questions/problems regarding financial
management that cannot be resolved by lower
command action to CMC (Code RF).

Resour ce Evaluation and Analysis

The Resource Evaluation and
Analysis (REA) function, formerly called
Internal Review, is designed to provide
commanders an in-house capability to examine,
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analyze, evaluate and explore those areas of
operations where known or potential problem
areas exist which may adversely affect the
efficient and economical use of financial
resources. REA isanintegra element of the
command's financial management staff and is
authorized at every command having a
Comptroller. The REA function should be
assigned to the comptroller organization, and
should serve as the command focal point for
external audits, and internal controls.

Effective use of REA will not only
ensure a means for assessing the adequacy and
quality of internal command operations, but
will also serve as the basis for the timely
detection and correction of unsatisfactory

conditions and practices.

Nonappropriated Fund Auditors

The Marine Corps Nonapprop-
riated Fund Audit Service (MCNAFAYS) has
Marine Corps wide responsibility for audits of
all nonappropriated fund instrumentalities
(NAFI's) including the Marine Corps
exchanges, club systems, recreation funds and
miscellaneous NAFIs. MCNAFASisan
independent audit agency reporting to the
Commandant of the Marine Corps (RF) (MCO
7510.2E applies.)

Marine Corps Administrative Analysis
Teams (M CAAT)

There ae two permanent
Administrative Analysisteamsin the Marine
Corps, one based at MCB Camp Pendleton and
the other at MCB Camp L ejeune. These teams
come under the operational control of the
Commandant of the Marine Corps (M) and
provide direct field representation. The teams
will provide commanders and their staff
education and instruction on Marine Corps
policies and procedures which effect
administration, pay and allowances. They are

designed to identify and assist in resolving
problem areas in personnel administration and
pay related management procedures and
recommend such actions as may be necessary
for improvements in the administrative and
financial functionsinherentin Marine Corps
organizations. They will evaluate the
effectiveness of systems, procedures and
i nternal controls relating to the proper and
timely payment of appropriated funds and to
determine the best interest of the government
and the individual Marine are protected.
Requests for special assistance visits should be
directed to the Officer in Charge of the
respective MCAAT.

SUMMARY

* A comptroller isa commander's
financial ater ego. Useyour comptroller's
expertise.

e Upon assuming command, a
commander takes over full legal and command
responsibility from their predecessor.

e The Financia Management
Policy Manual (NAYV SO P-1000) prescribes
policy for Marine Corps financial operations. It
is supplemented by DON Budget Guidance
Manual, SecNav Instructions and Marine Corps
Orders.

* The DC/S(P&R) isthe Marine
Corps Resource Process Owner.

* The Naval Audit Service, OSD,
and GAO audit the Marine Corps. Audits are
usually broad in scope and are not limited to
specific functions and areas.

* MCNAFAS auditors conduct
audits of Marine Corps nonappropriated funds.

* Financial management requires
continuous oversight and review.
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GLOSSARY OF TERMS

The terms listed below are common to the language of financial management and may be
helpful to you in understanding this Guidebook.

Accrual Accounting: The accrual basis of accounting recognizes in the books and records of
account the significant and accountable aspects of financial transactions as they occur. Under this
basis the accounting system provides a current systematic record of changes in assets, liabilities,
and sources of funds growing out of the incurrence of obligations, costs, expenses, the earning of
revenues, the receipt and disbursement of cash and other financial transactions.

Administrative Limitation: A limitation imposed within an administrative agency upon the use of
an appropriation or other funds having the same effect as afund subdivision in the control of
obligations and expenditures.

Allocation: An authorization by CMC making funds available in a prescribed amount to operating
activities.

Allotment: The authority, expressed in terms of a specific amount of funds, granted by competent
authority to commit, obligate and expend funds for a particular purpose. Obligation and
expenditure of the funds may not exceed the amount specified in the allotment, and the
commander must adhered to the purpose for which the authorization is made. Allotments are
granted for stock funds, procurement, research and development, housing, etc. Allotments were
granted to commanders for operations on an annual basis until 1 July 1968, at which time
Operating Budgets were issued. All allotments must be accounted for by commanders until the
appropriation lapses or until all obligations are liquidated, whichever occurs first, and are reported
in NavCompt Form 2025 (Status of Allotment Report).

Appropriation: An Act of Congress authorizing a specified amount of funds to be used for
designated purposes, and for payments to be made out of the Treasury of the United States.

Audit: The systematic examination of records and documents to determine: (1) adequacy and
effectiveness of budgeting, accounting, financial and related policies and procedures; (2)
compliance with applicable statutes, regulations, policies, and prescribed procedures; (3)
reliability, accuracy and completeness of financial and administrative records and reports; and (4)
the extent to which internal controls ensure that funds and other resources are properly protected
and effectively used, and (5) effectiveness of program/mission results.

Budget: A plan of financial operations showing in dollars the estimates of funds needed to carry
out the assigned mission, or missions, over a specified period of time.

Budget Year: The year following the current fiscal year, and for which the budget estimate is

prepared. For example, if the current fiscal year is Fiscal Y ear 1998, the budget year would be
Fiscal Year 1999.
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Class | Information System: (1) A system that operates on a mainframe compulter, is sponsored
by Headquarters Marine Corps and serves Marine Corps-wide users.

Class 1l Information System: (2) A system that operates on a mainframe computer and supports
the local needs of Headquarters Marine Corps, an FMF unit, or supporting establishment
organization.

Central Operating Activity (COA): The COA isan activity within the Fiscal Division of
Headquarters Marine Corps charged with the responsibility of planning, data collection,
monitoring and evaluation of all phases of the military personnel resources contained in the
Marine Corps Operating Budget.

Continuing Resolution: Congressional action to provide budget authority for specific ongoing
activities when the regular fiscal year Appropriation Act has not been enacted by the beginning of
the fiscal year. The continuing resolution usually specifies a maximum rate at which the agency
may incur obligation and is sometimes based on the rate of spending of the prior year.

Cost Account: Accounts established to classify transactions by cost according to the purpose of
the transactions. Cost account codes will be used to identify uniformly the contents of
management report requirements.

Cost-Based Budget: A budget formulated on the basis of the cost of goods and services actually
to be received during a given period whether paid for before the end of the period or not; not to
be confused with an expenditure-based budget, which is based upon the cost of goods and
services received and actually paid.

Cross-Servicing: That function performed by one military service in support of another military
service for which reimbursement is required from the service receiving support.

Deferred Maintenance: Estimated costs of materials and services which are needed to bring
property, which needs maintenance, to a state of proper condition, but which, for some reason,
has not yet been made. Costs are usually explained in the budget, or other financial statement, by
afootnote.

Direct Deposit/Electronic Funds Transfer DD/EFT : The Treasury

Department has provided detailed procedures for Agency implementation of Direct Deposit under
Public Law 92-366 for payroll and other federal recurring payment systems. The DD/EFT
programs uses the Federal Reserve Bank (FRB) tel ecommunications network to credit individual
customer accountsin all participating financial institutions.

Expenses: The costs of resources consumed during the accounting period. Expenses to be
included in the operating budget consist of civilian labor, rental of facilities and equipment, and

cost transfers. Included as an expense are the costs of end items of equipment having a unit value
of less than $25,000, the cost of minor construction of projects of a value greater than $25,000

but less than $300,000, and the costs of repair projects.
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Expense Element: Expense elements specify the type of resources being consumed in the

functional/subfunctional category or program element. These are listed and defined by DoD
Directive.

Financial Plan: A plan against which financial performance can be measured, variance analyzed
and adjustments made as hecessary to permit more effective management of resources.

Fiscal Year: Accounting period of twelve months duration designated by the calendar year in

which it ends. Currently, the Federal fiscal year runs from 1 October to 30 September of the
following year.

Fund Administrator: Each office or command administering a budget activity group (the first
subdivision of an appropriation) divides the funds allocated to that budget activity into projects
representing specific functions, in accordance with the budget as approved by Congress. Projects
may be administered by the official to whom the budget activity is allocated. In certain instances,
funds for a project may be suballocated to another official who is known as the Fund
Administrator.

Euture Y ear Defense Program (EYDP): The Future Y ear Defense Program is the summation of
all approved programs of the Department of Defense components, in which resources phased over
asix-year period, are combined with military programs phased over the same period. The FYDP
is expressed in terms of three major components; programs, program elements and resource
categories.

Functional/Subfunctional Categories. This specifies why resources are consumed and classifies
expenses by purpose for which spent. These categories are specified by DoD Directive.

Fund Subdivision: A segment of an appropriated or other fund, created by funding action as an
administrative means of controlling obligations and expenditures within an agency.

Imprest Fund: Fixed amount of cash to cover minor expenditures for local commercial purposes.
Payments from the fund are reimbursed from time to time to maintain the amount at which the
fund isfixed.

Internal Control: Internal controls are all the methods and measures adopted by management to
safeguard its resources, assure the accuracy and reliability of information, assure adherence to
applicable laws, regulations and policies, promote operational economy and efficiency, and reduce
the potential for unfavorable public opinion. The Internal Control Program requires periodic
review and improvement of internal control systems and semiannual reports of resultsto CMC
(RFR). MCO 5200.24_applies.

Liquidation: Payment to persons, organizations, firms, etc. for delivery of legally ordered goods
and services.

M1/M2: Maintenance and/or repair of real property which is funded either centrally (by DC/S
Installations and L ogistics (Code LF)) or by the base support activity. MI represents those
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maintenance or repair projects (less than $300,000) which are locally-funded, and M2 represents
those maintenance or repair projects (greater than $300,000) which are centrally-funded by Code
LF.

MRP: Maintenance of Real Property - O& M funds used for the maintenance and/or repair of real
property which comprises the physical plant of an FMF or support activity. Also includes Minor
Construction of real property. M1 and Rl arelocally-managed at the activity level, while M2 and
R2 are centrally-managed by HOMC. Also See M1/M2 and R1/R2.

Navy Working Capital Fund (NWCF): Replaces Stock and Industrial Funds. A self sufficient
operation with funds generated through the sale of goods and services to customers. These funds
work off arevolving fund concept and are not annually appropriated.

Nonappropriated Funds: Government funds generated through nonappropriated instrumentalities
dedicated exclusively to the collective welfare and recreation of military and civilian personnel and
their dependents.

Obligation: A duty to make a future payment of money. The duty isincurred as soon as an order
is placed, or a contract is awarded, for the delivery of goods or the performance of services. It is
not necessary that the goods actually be delivered, or services actually be performed, before the
obligationsis created; neither is it necessary that a bill, or invoice, be received first. The
placement of an order is sufficient.

Operating Budget: An operating budget is the annual budget of an activity (responsibility center)
stated in terms of decision units and program packages. It contains estimates of the total value of
all resources required for the performance of the mission of an activity, including reimbursable
work and/or services for others. It also includes a quantitative expression of workload in terms of
the total number of work units by appropriate level of cost account.

Operating Target (OPTAR) Activity: Activity granted administrative control of a designated
amount of funds. OPTARSs are issued by OPBUD/sub-OPBUD holders to subordinates or by
CMC to designated activities (e.g., certain Marine detachments) who are not included in any

responsibility center.

Performance Budget: A budget which focuses attention upon the general character and relative
importance of the work to be done by taking as its basis the estimated cost of programs,
functions, and projects designed to accomplish the mission. For example, communications
centers, motor pool, etc.

Plant Property: Government owned, real property and personal property of a capital nature which
islocated at activities under the management control of the Commandant, or which has been
furnished to private contractors; includes government owned property in the possession of
activities not under the management control of the Commandant when title to the property
remains vested in the Marine Corps.
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POM: Program Objectives Memorandum - A memorandum in prescribed format submitted to the
Secretary of Defense by the Secretary of a Military Department or the Director of a Defense
Agency which recommends the total resource requirements within the parameters of the published
Secretary of Defense guidance.

Prompt Payment Act: The Prompt Payment Act of 1982 (Public Law 97-177) requires a Federal
Agency to make interest payments whenever that agency fails to make payments promptly.

R1/R2: Minor Construction which is funded either centrally (by DC/S Installations and Logistics
(Code LF)) or by the base support activity. R1 represents those minor construction projects
which are locally funded, and R2 represents those minor construction projects (less than
$300,000) which are centrally-funded by HQMC (Code LF).

Reservation: An administrative reduction of the Fund Administrator or Work Centers available
balance. Reservation's set aside funds for a future purchase of goods or services that have been
requested. A reservation does not commit the government to acquire goods or services, nor
spend funds out to the United States Treasury. Creating areservation is strictly afund
management tool to aid usersin having an overall 'picture’ of their fund balance that accounts for
items requested that will eventually use authorized funds when the order becomes an obligation.

Resources. Resources consist of military and civilian personnel, material on hand and on order,
and the financial entitlement to procure or use material, utilities and services as required for
performance of the basic mission of the responsibility center.

Responsibility Center: A responsibility center is an organizational entity headed by an officer or
supervisor who is responsible for the management of resources in the unit and who can
significantly influence the expensesincurred in the unit. Within the Marine Corps this definition is
narrowed to those activities to which an OPBUD isissued by HQMC. Responsibility centers
within the Marine Corps follow command lines and are subject to the provisions contained in 31
U. S. Code, Section 1517 which specifies liability for the accounting and reporting of funds.

RPMD: Real Property Maintenance, Defense - An appropriation which existed for asingle year
(FY 93) which consolidated all DOD MRP funds. The account had a two year funds availability.
The individual Service O& M MRP accounts were subsequently reinstated in FY 94 when the
RPMD account proved cumbersome.

Statistical Cost: Cost derived from the value of goods received and services rendered, but for
which no actual expenditure of funds from an allotment is required. Recorded solely for the
purpose of creating a statistical cost history.

Stores Account: An account reflecting the cost and/or the quantity of supplies on hand and
available for issue.

Sub-Operating Budget (Sub-OPBUD): A Sub-Operating Budget is the annual budget of certain
designated major subordinate commands. Only COMMARFORPAC, COMMARFORLANT
COMCABEAST and COMCABWEST are authorized to issue Sub-OpBuds.
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Subresponsibility Center: A subresponsibility center is peculiar to the Marine Corpsand is a
designated subordinated command that receives a Sub-Opbud from a responsibility center.
Subresponsibility centers are totally responsible under 31 U.S.C. Section 1517 for accounting and
reporting of funds, and the grantor of the Sub-Opbud is thereby relieved of all 31 U.S.C. Section
1517 responsibility for funds so issued.

Unfilled Order: An unfilled order is any document meeting the criteria of an obligation issued for
goods or services that have not been received.

Unliquidated Obligation (ULO): An obligation issued for goods or services that has not been
received or has been received but not yet paid for.

Voucher: Any document which is evidence of atransaction, showing the nature and amount of
the transaction. It usually indicates the accounts in which the transaction is to be recorded.

Work-Year: Thework effort of one person for one year. A work-year is computed as 260 days
or 2087 work-hours.

Work Measurement: Work measurement is the process of establishing performance standards,
comparing actual performance with the standard, and initiating remedial action when the two are
not compatible.

Work Unit: Work units are measures of output that express volume of work; conversely,
man-hours and dollars are measures of input required to produce work units or perform work.

Work L oad Indicators: Measures of output that express distribution and volume of work.
Excludes dollars and man-hours which are measures of input required to perform work.

World-Wide Operating Budget: World-wide operating budgets (commonly referred to as
"Centrally Managed Allotments/Operating Budgets') are made by Headquarters Marine Corpsin
a specific amount, for specified purpose by designated officials, without specific limitation asto
any individual official. A world-wide operating budget is issued when aregular operating budget
isimpractical to administer.
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APPENDI X A
(Activity and Sub-Activity G oups)

BUDGET ACTIVITY DESCRI PT1 ON

1 Operating Forces
3 Training and Recruiting
4 Adm ni stration and Service Wde Activities

The new Fi scal Year 1994 and forward subheads for Operations and
Mai nt enance, Marine Corps and Operations and Mai ntenance, Marine
Cor ps Reserve are:

Subhead Descri pti on

27A0 Operating Forces, Expeditionary Forces

27B0 Oper ati ng Forces, Prepositioning

27L0 Trai ning and Recruiting, Accession Training

27MD Training and Recruiting, Basic Skills & Advance Trai ning
27NO Training and Recruiting, Recruiting & O her Training & Ed.
2770 Adm ni stration and Service wi de Activities

The new Budget Activities and Subheads are |inked to a new
Activity/ Subactivity group structure established for the Departnent

of the Navy as follows:

El SCAL YEAR 1994 AND FORWARD BUDGET PROGRAM RESTRUCTURE
FOR OPERATI ONS AND MAI NTENANCE APPROPRI ATI ONS

BUDGET ACTIVITY ONE (1): OPERATI NG FORCES

Activity Goup 1A = Expeditionary Forces

Subhead = 27A0 Subactivity G oups:
1A1A = Operational Forces

1A2A = Field Logistics
1A3A = Depot Mui nt enance
1A4AA = Base Support

Activity G oup 1B = Prepositioning

Subhead = 27B0 Subactivity G oups:
1B1B = Maritinme Preposition
1B2B = Norway Preposition
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APPENDI X A
(Activity and Sub-Activity G oups

BUDGET ACTIVITY THREE (3) : TRAI NI NG AND RECRUI TI NG

Accession Training

Activity Goup 3A

Subhead = 27L0 Subactivity Groups:
3A1C = Recruit Training
3A2C = O ficer Acquisition
3A3C = Base Support

Activity Goup 3B Basic Skills and Advance Trai ni ng

Subhead = 27MD Subactivity G oups:

3B1D = Specialized Skills Training
3B2D = Flight Training
3B3D = Professional Devel opnent Educati on

3B4D = Trai ni ng Support
3B5D = Base Support

Activity Group =  Recruiting and Qther Training & Education

Subhead = 27NO Subactivity G oups:

3ClF = Recruiting and Advertising
3C2F = Of Duty & Voluntary Education
3C3F = Juni or ROTC
3CAF = Base Support
BUDGET ACTIVITY FOUR (4) © ADM NI STRATI ON AND SERVI CE W DE SUPPORT
Activity Group = Servi ce W de Support

Subhead = 27T0 Subactivity G oups:
4A1G = Logi stics Support
4A2G = Speci al Support
4A3G = Service Wde Transportation
4AAG = Adm ni stration
4A5G = Base Support
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APPENDI X B
FI NANCI AL | NFORMATI ON PO NTER (FI P) ELEMENTS

The FIP consists of 30 al phanuneric characters contained in 10 fiel ds.
The use of these fields in various conbinations classify executed funds
into who spent the funds, type of funds spent, and the purpose the
funds were spent. The following is the elenents of the FIP and an
expl anation of each field:

1 AAC (ACTIVITY ADDRESS CODE) - Six digit code used to identify a
specific activity. Exanpl e is M)0027 used for all Fund Adm nistrators
(FA) using the Headquarters Marine Corps Operating Budget (OPBUD)

M67854 for all FAs under the OPBUD for Conmandi ng General Marine Corps
Systens Conmand and M48393 for all FAs under the OPBUD for the D rect
Reporting Program Manager

2. FA (FUND ADM NI STRATOR) - Atwo (2) digit code that identifies a
maj or organi zati onal elenent, which controls a specific segnent of
f unds.

3. WC (WORK CENTER) - Atwo (2) digit code that identifies a specific
organi zational entity or subdivision wthin a Fund Adm ni strator.
These codes assigned locally by the specific FAto aid themin fund
control .

4, FC (FUND CODE) - Atwo (2) digit code that identifies the specific
Appropri ati on Subhead, Program El enent Nunber, and Navy Activity
Group/ Sub Activity G oup codes being executed when the FIP is used on a
source docunent. This code is the major link in collecting fund
execution information for conparison back to funds budgets and
aut hori zed Fund Codes.

5. OC/ SOC (OBJECT CLASS/ SUB OBJECT CLASS - A four (4) digit code that
is used to classify each financial transaction as to type, i.e. |abor,
travel, etc., of cost being incurred. This code has two parts:

1 First two digits represent the Object C ass which broadly
defines the type of cost into major categories.

2. Second two digits are the Sub Object Cass which further
defines cost within the Object C ass.

6. CAC (COST ACCOUNT CODE) - A four (4) digit code that further
defines the purpose or use of funds bel ow the OC/ SCC | evel .

7. BRC (BUDGET REPORTING CODE) - A two (2) digit code assigned to
track all cost, regardless of different FCs, FAs, Ws, OC SOCs, CACs,
for specific high interest prograns.
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APPENDI X B

FI NANCI AL | NFORMATI ON PO NTER (FI P) ELEMENTS

8. JN LN (JOB ORDER NUMBER OR LOCAL USE FI ELD) - Afour (4) digit
code assigned by FAs to track specific costs or areas of interest bel ow

the OC/ SOC and CAC | evel .

9. RON ( REI MBURSABLE ORDER NUMBER) - A three (3) digit code assigned
by the Budget office (RFB) to identify cost associated with a specific
rei mbur sabl e aut hori zati on. RON is the |l owest | evel of detail in
SABRS.

10. RBC (REI MBURSABLE BILLING CODE) - Aone (1) digit field assigned
wth the RON to rei nbursable work order for use by SABRS when creating
billings for reinbursenent of funds agai nst a reinbursabl e custoner
aut hori zati on. If the FIP is not for use against a reinbursable
custonmer authorization, this field will be |left bl ank.
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APPENDIX C

(Operating Budget Fund Authorization)

Appropriation 1741106
Accounting Office No. 00681
Commandant of the Marine Corps To: Commanding General OPBUD No. 00681 Amend. No. New
Marine Corps Base

Camp Pendleton, California 92055

From:

Approved By Effective Date
01 Nov 1993
Date of Issue

By Direction of the
Fiscal Director

SUBH S DESCRIPTION 1ST QTR 2ND QTR 3RD QTR 4TH QTR  TOTAL
27A0 Expeditionary Forc DIR/OBL/EXP ATH PRI 0 0 0 0] 0
CHG 23,804,000 20,656,000 20,656,000 20,656,000 85,772,000
REV 23,804,000 20,656,000 20,656,000 20,656,000 85,772,000
27M0 Basic Skills & ADV DIR/OBL/EXP ATH PRI 0 0 (] 0 ¢}
CHG 426,500 426,500 426,500 426,500 1,706,000
REV 426,500 426,500 426,500 426,500 1,706,000
27NO Recru. & Other TRN DIR/OBL/EXP ATH PRI 0 [¢] 0 0 0
CHG 292,550 341,250 195,000 146,200 975, 000
REV 292,500 341,250 195,000 146,200 975,000
27TO Servicewide Suppor DIR/OBL/EXP ATH PRI 0 0 0 0 ¢}
CHG 4,818,699 702,250 702,250 702,250 925,449
REV 4,818,699 702,250 702,250 702,250 »925,449
TOTAL PRI 0 0 0 0
CHG 29,341,749 22,126,000 21,979,750 21,930,950 95,378,449
REV 29,341,749 22,126,000 21,979,750 21,930,950 95,378,449
DIR/REIM/OBL/EXP/AUTH PRI 0 0 0 4] (¢}
CHG 29,341,749 22,126,000 21,979,750 21,930,950 95,378,449
AUTH SUBJ 31 U.S.C. SECT. 1517 REV 29,341,749 22,126,000 21,979,750 21,930,950 95,378,449
REMARKS :

1. $95,378,449 of above amount is obligational authority subject to 31 U.S.C. Sect 1517 on a cumulative quarterly

basis,

which may be increased by the amount of reimbursable orders received (funded).

2. The amount established for the following items are targets (not subject to 31 U.S.C. Sect 1517)

$44,073,000 of obligational authority is provided for "managing the payroll"™ and should not be exceeded
without prior
CMC approval.

3. 1In order to maintain SUBHEAD threshold control at HQMC level, realignment of obligation authority between
SUBHEADs
should not be made without prior CMC approval.

4. Refer to attachment for recap of this operating budget.
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