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Financial Statement Compilation Executive Summary

Executive Summary

“The Marine Corps is a combat force-not a business. To be successful, however, we need to
support warfighting excellence with well-managed business processes that are both effective and
efficient.”

M.W. Hagee
33" Commandant, United States Marine Corps

The Marine Corps mission is to provide trained and equipped forces
to Combatant Commanders in support of the President’s National
Security Strategy. The Commandant, in exercising his Title X
responsibilities, must balance scarce resources to provide relevant
and ready forces. The purpose of financial management is to provide
the Commandant and supporting leadership with accurate, timely,
and relevant financial information to support warfighting excellence
and balance requirements and programs within the Marine Corps.
Financial management goals include improving fund management
efficiency by maximizing and distributing fund resources; reducing
interest costs resulting from processing delays; and by reducing
administrative and non-direct costs.

To this end, the Marine Corps has made improvements to their financial environment and
condition by assigning accountability and responsibility throughout standardized processes,
environmental and compensating internal controls, and system processing.

Some of the financial management initiatives include:

= Implemented interfaces with BEA target systems

= Completed JFMIP/FSIO testing of core accounting systems (SABRS)

= Implemented and maintained the SABRS core financial system

= SABRS is SFIS compliant and interfaced with BEIS/DDRS

= Developed and implemented performance reports and metrics

* Implemented automated Tri-Annual review process

= Re-established Internal Review functions within Comptroller’s offices

= Implemented Cost of War Collection and Reporting

» Implemented data standardization for Installations and Operating Forces

= Developed a USMC website that houses the single authoritative source of information,
procedures, policies, and guidance to field activities

» Designed and developed monthly and quarterly financial statement compilation processes

These financial management initiatives have assisted the Marine Corps in achieving the following
milestones:

» Reduced DFAS bill by $3M in FY07 and $6M in FY08

= Improved obligation validation process resulting in less than 1% requiring redistribution
compared to 5% in FY05

» Produced a 70% reduction in interest penalty cost from FY 04 to FY 06

= Produced a 60% reduction in interest paid from FY 04 to FY 06
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These improvements along with others attribute to the Marine Corps commitment and
determination in achieving financial accountability.

Purpose and Scope

The purpose of this Financial Statement Compilation package is to present the documented “As
Is” state of the Financial Statement Compilation process. This package will reflect that the
Marine Corps and DFAS are endeavoring to establish consistent and sustainable business
processes that promote reporting of accurate, timely, and relevant financial information to Marine
Corps leadership and external entities.

This package presents the Marine Corps processes, procedures, and key controls designed and
used to compile the financial statements from the transaction level details resident in the core
accounting system, the Standard Accounting, Budgeting and Reporting System (SABRS),
through the Defense Departmental Reporting System (DDRS), to the presentation of the Marine
Corps General Fund Financial Statements. For the purposes of this package, only the processes
and procedures used to compile the Balance Sheet and Statement of Budgetary Resources are
presented. This package is intended to present Marine Corps confidence in their own
documented, sustained, and repeatable processes and procedures.

The scope of this package includes the business processes, procedures and systems that are
utilized during the Financial Statement Compilation process. The processes and procedures
documented are as of the period 10/01/07 through 12/31/07.

Reperformance Methodology

In order to gain an understanding of the processes and procedures employed during the financial
statement compilation process, re-performance efforts were performed to include inquiry,
observation and analysis. The purpose of these tasks was to determine if the Financial Statement
Compilation process was being performed in accordance to the documented operating procedures
and to ascertain whether adequate supporting documentation was being maintained. The
following tasks were performed on the FY 2008 Q1 financial statement process and underlying
data. (Referto Tab C for detailed procedures and results):

Balance Sheet Reconciliation. This task was performed to confirm that the Balance
Sheet represents a compilation of the trial balance data contained in DDRS.

DDRS-B Journal Voucher Analysis. This task was performed to determine if data
quality errors exist within the population of journal entries and other adjustments and to
determine if appropriate supporting documentation exists for each journal voucher.

Crosswalk Compliance Analysis. This task was performed to determine if the DDRS
Balance Sheet and SBR crosswalks comply with the Treasury Crosswalks.

Trial Balance Reconciliation. This task was performed to determine if the SABRS
history files reconcile to the SABRS Trial Balance, also to determine if the SABRS Trial
Balance reconciles to the DDRS-B Trial Balance and to determine if the DDRS-B Trial
Balance reconciles to the DDRS-AFS Trial Balance.
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DDRS-AFES Reconciliation Process — Budgetary to Proprietary. This task was
performed to confirm that the budgetary to proprietary relationship exists within the final
adjusted DDRS-AFS trial balance.

Process Validation Checklist. This checklist was created to confirm the procedures
performed for USMC Financial Statement Compilation, and to identify the process
owners, documentation maintained, and required approvals.

Concluding Comments

The Financial Statement Compilation package that follows presents the ‘as-is’ state of the Marine
Corps by first detailing the Marine Corps General Fund Reporting Entity (Tab A), next
explaining the Financial Statement Compilation Segment and the procedures, processes and
controls currently in place (Tab B), next the package explains the re-performance efforts,
observations, and corrective actions (Tab C) and then introduces the reader to source documents
used in those re-performance efforts (Tab D) the package also includes system documentation
(Tab E) and audit reports (Tab F) , and lastly a remediation action plan to guide this effort (Tab
G).

This package and the documentation contained within attempts to present the current state of the
General Fund Financial Statement Compilation Process. It will highlight the steps that the
Marine Corps has made towards achieving a seamless and consistent process and also present an
awareness of limitations and areas of improvement.
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United States Marine Cor ps General Fund Reporting Entity

The United States Marine Corps was established on 10 November 1775 to provide security to naval
vessels, boarding parties, and to conduct limited land engagements in support of naval operations. During
the 20" century, the Marine Corps pioneered the concept of close air support and devel oped the doctrine
of amphibious operations that became vital during the island hopping campaigns in the Pacific during
World War 1. After the war, Congress codified the roles and missions of the Marine Corpsin the
National Security Act of 1947. The Marine Corps missionsinclude:

e Seizing or defending advanced naval bases and to conduct such land operations as may be
essential to the prosecution of anaval campaign

e Providing detachments and organizations for service in armed vessels for the Navy or for the
protection of naval property on naval stations and bases

o Developing with the other Armed Forces, tactics, techniques, and equipment employed by
landing forces in amphibious operations

e Training and equipping, as required Marine forces for airborne operations

o Developing with other Armed Forces, doctrine, procedures, and equipment of interest to the
Marine Corps for airborne operations which are not provided for by the Army

¢ Expand from peacetime components to meet the needs of war in accordance with mobilization
plans.

To support its core mission, the Marine Corps receives distinct General Fund Appropriations and the
fiduciary responsibilities for the proper execution of those funds. The Marine Corps Genera Funds are
Congressional appropriations to include military personnel, operations and maintenance, and
procurement. The Marine Corps, which has been designated as a reporting entity within the Department
of Defense (DoD), maintains accountability for its appropriated General Funds' and shared appropriations
provided by the Department of the Navy (DoN).

The Statement of Federal Financial Accounting Concepts, Number 2, Entity and Display, states that
reporting entities are entities that issue general -purpose financial statements to communicate financial and
related information about the entity. The Marine Corps meets the following criteria, asrequired by the
statement to be designated as areporting entity:

There is a management responsible for controlling and deploying resources,
producing outputs and outcomes, executing the budget or a portion thereof
(assuming that the entity isincluded in the budget), and held accountable for

the entity's performance.

The entity's scopeis such that itsfinancial statementswould provide a meaningful
representation of operations and financial condition.

There are likely to be users of the financial statements who areinterested in and
could use the information in the statements to help them make resour ce allocation
and other decisions and hold the entity accountable for its deployment and use

of resources.
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The tables below detail the stand-alone General Fund appropriations for which the Marine Corps has sole-
responsibility and the General Fund appropriations shared with the DON:

Appropriation Number | Name FY 08 Funds ($000)

17-1105 Military Personnel, Marine Corps $ 10,362,899
17-1106 Operation and Maintenance, Marine Corps $ 9,503,206
17-1107 Operation and Maintenance, Marine Corps Reserve $ 260,351
17-1108 Reserve Personnel, Marine Corps $ 586,454
17-1109 Procurement, Marine Corps $ 4,569,406

Table 1. Stand-Alone General Fund Appropriations

Appropriation Number | Name FY 08 Funds ($000)

17-1319 Research and Development, Test and Evaluation, $ 766,730
Navy and Marine Corps

17-1508 Procurement of Ammunition, Navy and Marine $ 839,229
Corps

17-5095 Wildlife Conservation, Military Reservations, $113
NAVY

17-0735 Family Housing, Navy and Marine Corps $ 41,503

Table 2. Shared General Fund Appropriations

The appropriations received support the daily operations, equipping, and sustainment of the Marine Corps
to meet its mandated missions. These funds support the major types of expensesincurred by the Marine
Corps for mission support. An example of this support is reflected below:

Expense Category | Appropriation Supported Activity
L abor 17-1105 Active Duty Military Personnel
17-1108 Reserve Military Personnel
17-1106 Civilian Personnel
Travel 17-1105 Military Permanent Change of Station (PCS)
17-1106 Temporary Duty Travel
17-1107 Temporary Duty Travel
Procurement and 17-1106 Purchase Support Services, Maintenance, & Material
Contract Support 17-1107 Purchase Support Services, Maintenance, & Material
17-1109 Purchase Military Equipment
17-1319 Research and devel opment of new equipment
Supply 17-1106 Purchase of Consumable Supplies & Materials
17-1106 Purchase of Consumable Supplies & Materials
17-1508 Purchase of Ammunition

Table 3. Appropriations Supporting M ajor Expense Categories

In support of its mission, the Marine Corps has built a Financial Management Enterprise that provides the
Commandant and supporting leadership with accurate and timely financial information and helpsto
ensure accountability and transparency of Marine Corps financial management and data. The Marine
Corps Financial Management Enterprise is discussed in more detail below.
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Marine Corps Financial Management Enterprise

The Marine Corps Financial Management Enterprise is composed of 4 layers. These layers consist of the
Feeder systems and Data Call layer, the Marine Corps Core Accounting layer, the Defense Finance and
Accounting Service (DFAS) Accounting Support layer, and the Marine Corps Financial Statement
Reporting layer. The diagram below depicts each layer of the Marine Corps Financial Management
Enterprise.

Marine Corps Financial Statement Reporting

DFAS Marine Corps Accounting
Su pport

Feeder Systems and DataCalls

The sections below detail the Marine Corps Financial Management Enterprise layers in more detail and
show the flow of data through each layer starting with Feeder Systems and Data Calls and ending with the
creation of the Marine Corps Financial Statement Reports.

Feeder Systems and Data Calls

The Marine Corps Financial Management Enterprise begins with the Feeder Systems and Data Calls
layer, discussed in detail below.

Feeder Systems

The Marine Corps enterprise consists of various feeder systems that interface and share financial
transactional data with the Marine Corps accounting system. The core accounting system used by the
Marine Corps for all general fund appropriations is the Standard Accounting, Budgeting and Reporting
System (SABRS). These feeder systems provide direct input to and/or receive direct output from SABRS
and are displayed in the graphic below.
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Marine Corps Systems Environment — Tier 1

Of the feeder systems that interface with SABRS, 21 are considered Tier 1 feeder systems. Tier 1 feeder
systems are those systems that provide input to SABRS through an interface. Of these Tier 1 systems,
seven systems are considered “critical” because they have the highest transaction volume and dollar value
for recording detail source transactions and obligations into SABRS. The seven critical feeder systems
are: Marine Corps Total Force System (MCTFS), Defense Civilian Payroll System (DCPS), Defense
Travel System (DTS), PR-Builder, Standard Procurement System (SPS), Wide Area Work Flow
(WAWF), and Supported Activities Supply System (SASSY). For additional detail on these feeder
systems refer to the Tier 1 — Compensating Controls SOP attached as Appendix A to this package.

=  MCTFS - The integrated personnel and pay system supporting both the active and reserve
component of the Marine Corps and personnel management for retired Marines. MCTFS maintains
more that 500,000 records for pay and personnel management for the production of essential
management reports. MCTFS provides input and receives output from SABRS utilizing File Transfer
Protocol (FTP).

= DCPS - The designated system to record and report civilian time and attendance and process bi-
weekly payroll and entitlements for Civilian Marines supporting assigned Marine Corps missions.

= DTS - A secure Web-based system used for creating, approving, and settling temporary duty travel
orders. This is the mandated DoD travel system for use by military and civilian employees.




Financial Statement Compilation General Fund Reporting Entity

= PR-Builder — Electronically generates and routes purchase requests and funding documents. PR
builder creates electronic requisitions and tracks the workflow and approval chains for each purchase
request. PR Builder sends real time data to both SABRS and SPS via the Universal Interface (Ul).
SABRS also transmits information to PR Builder. The data that is transmitted between the two
systems consists of requests for financial commitments, responses containing financial commitment
information, and contract award information.

= SPS - A broad, commercial software package designed to meet the acquisition needs of the Marine
Corps. The application supports procurement functions including source solicitation and selection;
awarding, modifying, terminating, and closing out contracts; approving contractor payment requests;
and monitoring and approving payments. SPS provides a unidirectional input to SABRS utilizing
SFTP. SPS does not receive data/information from SABRS.

=  WAWEF - A secure Web-based system for electronic invoicing, receipt and acceptance. It provides
the technology for government contractors and authorized Department of Defense (DoD) personnel to
generate, capture, and process receipt and payment-related documentation, via an interactive Web-
based application. WAWF provides a unidirectional input to SABRS utilizing Secure File Transfer
Protocol (SFTP). WAWEF does not receive data/information from SABRS

= SASSY - The primary data source for out-of-stores assets within the Marine Corps and the system of
record for inventory custody (on hand) of out-of-stores retail held assets. SASSY provides the “retail”
supply accounting functions such as stock replenishment, requirement determination, receipts,
inventory, stock control, and asset visibility for Marine Corps units. SASSY has been designated a
Legacy system to be replaced by Global Command Support System (GCSS) in Fiscal Year (FY) 09.

Data Calls

The Marine Corps enterprise also consists of Data Call information, which is financial data collected by
another agency or department that is significant to the information reflected on the Marine Corps financial
statements. Marine Corps data call information can be internal (data call information from within the
Marine Corps) or external (data call information from an outside agency).

Internal data call information is data from Marine Corps logistics, inventory, or accountability systems
that do not interface with SABRS. This financial data is collected within the Defense Department
Reporting System - Data Collection Module (DDRS-DCM), The Marine Corps’ Accounting and
Financial Systems Branch (RFA) enters all data call information into DDRS-DCM. DFAS retrieves this
data and prepares manual journal vouchers to account for the information within the Defense Department
Reporting System — Audited Financial Statements module (DDRS-AFS). DDRS-AFS is discussed in
detail in Section 1.2.3.

External data call information is data from the following outside agencies: Office of Personnel
Management; Department of Labor; Department of Navy (DON); The U.S. Army Corps of Engineers;
DFAS-Kansas City; DFAS-Indianapolis and DFAS-Columbus. Examples of external data calls include
employment benefit expenses, FECA expenses, and unemployment expenses. There are 53 external data
calls to the Marine Corps in total. This data is retrieved and reviewed by DFAS. DFAS then accounts for
this information by creating manual journal vouchers in the DDRS-AFS system. DDRS-AFS is discussed
in detail in Section 1.2.3. For additional detail on the external data calls refer to the External Data
Call SOP attached as Appendix B to this package.




Financial Statement Compilation General Fund Reporting Entity

Marine Corps Core Accounting
Transactions are transmitted from the various Tier 1 feeder systems into SABRS. SABRS accounts for
all U.S. Marine Corps funds throughout the appropriation life and contains financial data from the
installation level up to Headquarters, Marine Corps (HQMC). SABRS was designed to meet fiduciary
standards established by the Government Accountability Office, Office of Management and Budget
(OMB), United States Treasury Department, and the Department of Defense (DoD). SABRS, in its
operational state, has been independently tested and reviewed in accordance with OFFM (JFMIP)
standards. SABRS provides a proven, modern, compliant government owned accounting system that
meets and provides the following:

« Incorporates the Business Transformation Agency (BTA) template

* Transaction driven USSGL

* Independently assessed and compliant with FFMR (Blue Book)

« JFMIP tested and certified in configured operational environment

* Meets all requirements of the FFMIA for core accounting systems

* Business intelligence (made to order reports via COGNOS REPORTNET)

« Data structure compliant with phase 1 SFIS requirements

« Online general ledger update

« Batch general ledger transaction update for multiple source feeder systems

* Table driven

« Individual command and agency level trial balance reports

« Real-time contingency cost reporting cost of war and natural disasters

* DDRS-B trial balance feed

« Daily Departmental Reports to include 1002, 133, etc. with drill down capability to the detail
transaction level

« Daily Balance Sheet and Statement of Budgetary Resources with drill down capability to the
detail transaction level

« Transactional or summary feeds to BEIS

After the Marine Corps receives its apportioned funds from the DON, the appropriation authority is
loaded into SABRS and distributed. Commands receive funding and then commitments, obligations,
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expenses, and liquidations are processed in SABRS based on source documents processed to obtain goods
and services. In addition to the financial transactions entered directly into SABRS, SABRS interfaces
with multiple feeder systems to receive and send transactional data. All financial transactions from feeder
systems and direct entries into SABRS are recorded in the SABRS general ledger accounts. These
transactions form the basis for preparing fiscal year Financial Statements reflecting the Marine Corps’
financial position.

SABRS and Feeder System Control Environment

Over 90% of detail source financial transactions are processed into SABRS from a business feeder
system. These transactions will post the proper phase of the transaction cycle (i.e. commitment,
obligation, expense, and liquidation) and update the appropriate USSGL accounts for budgetary and
proprietary accounting. The below chart illustrates the interaction of SABRS and business feeder systems
in the contract acquisition process:
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Business Systems to SABRS Transaction Linkages for Contract Acquisition Process

e Commitment Phase - In the Contract Acquisition process, the program manager enters their
requirements into PR Builder. The appropriate approval process is performed and the transaction
is passed to SABRS for fund availability verification. If funds are available, SABRS passes PR
Builder positive acknowledgement and processes a commitment. The appropriate budgetary
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USSGL accounts are updated to reflect this transaction. If funds are not available, SABRS passes
a negative acknowledgement and does not process the commitment nor will PR Builder pass the
requirement to the contracting system of SPS.

e Obligation Phase — The approved and authorized PR Builder requirement is passed to SPS and
the regional contracting office for action. Once the contract is awarded, SPS passes the contract
information to SABRS. SABRS obligates the transaction to include recording the Procurement
Instrument Number (PIN) and Contract Line Item Number(s) (CLIN) associated with the award.
The appropriate budgetary USSGL accounts are updated. The contract information is
electronically passed to WAWF and the entitlement payment system.

e Expense Phase — Upon the delivery of goods and services, the vendor will process the invoice
into WAWEF. The program manager accepts the goods and services and provides positive receipt
confirmation in WAWEF. The expense transaction is then processed into SABRS with the
appropriate budgetary and proprietary USSGL accounts being updated. WAWF electronically
passes the invoice and receipt information to the entitlement payment system to process the
liquidation.

e Liquidation Phase — SABRS provides the entitlement system with obligation data for pre-
validation of payment. Upon electronic receipt of the vendor invoice, government acceptance,
and verification of the obligation, DFAS will process payment. The payment transaction is
processed to SABRS with the appropriate USSGL accounts being updated.

For each of the detail transactions processed from the business feeder systems to SABRS, the General
Ledger and Transaction History Files are updated within SABRS. The information contained in these
files is passed daily to BEIS and is available for update in DDRS of Marine Corps General Fund activity.

DFAS Accounting Support

DFAS supports the Marine Corps by providing accounting services to include retrieval of the Marine
Corps financial data from SABRS, importing data call information into DDRS-AFS, and creating the
Marine Corps financial statements.

To provide Marine Corps accounting support, DFAS utilizes DDRS, a web-based system and the sole
reporting system used for preparing the Marine Corps financial reports. Data Call information is loaded
directly into DDRS and SABRS general ledger account records are transmitted through the system
interface. Two modules of DDRS, the Budgetary Module (DDRS-B) and the Audited Financial
Statements Module (DDRS-AFS) standardize the Marine Corps reporting process and produce the
quarterly and annual departmental reports based on the United States Standard General Ledger (USSGL).
These modules are described briefly below.

DDRS-B

The Marine Corps produces budgetary reports in DDRS-B. The trial balance is produced from the
SABRS general ledger file and imported into DDRS-B. DDRS-B is used to balance budgetary accounts
and produce budgetary reports. DFAS compiles and uploads the Marine Corps Trial Balance from
SABRS into the DDRS-B application and records adjustments, generates reports, and attaches footnotes.

DDRS-AFS
The trial balance from DDRS-B is uploaded into the DDRS-AFS and manual journal vouchers are entered
in DDRS-AFS to account for data call information. The Marine Corps financial statements are produced
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in DDRS-AFS by consolidating financial data and footnote information reported in the individual DoD
components. After review by DFAS, the Marine Corps Audited Financial Statements are consolidated
into Marine Corps Statements.

Marine Corps Financial Statement Reporting

Using DDRS tools, the Marine Corps produces the financial statements in coordination with DFAS.
These financial statements are produced in DDRS-AFS and reflect the financial standing of the Marine
Corps including General Fund financial activity and the results of operations. The complete financial
statement package includes the Balance Sheet, Statement of Net Cost, Statement of Changes in Net
Position, and Statement of Budgetary Resources.

The Marine Corps financial statements are prepared by (1) producing a trial balance from the final
SABRS general ledger file, (2) adjusting the general ledger file, (3) preparing budgetary submissions in
DDRS-B and, (4) preparing financial statements in DDRS-AFS.

Internal Control Infrastructure

Throughout each of the four Marine Corps Financial Management Enterprise layers, several standard
business processes and controls are performed. The standard processes support the core Marine Corps
mission and the controls help to promote accuracy, completeness, and reliability of financial data used by
the Commandant and supporting leadership. The sections below detail the Marine Corps Standard
Business Processes and Controls performed throughout the Marine Corps enterprise. For additional
detail on Marine Corps internal controls refer to the Marine Corps Control Environment attached as
Appendix C to this package.

Marine Corps Standard Business Processes
The Marine Corps performs the following standard financial business processes throughout each layer of
the Marine Corps Financial Management Enterprise:

e Authorizations e Collections

e Commitments e Un-liquidated obligations
e Obligations e Qutstanding travel orders
o Expenses e Problem disbursements

e Liquidations e Travel card reconciliation
e Reimbursable work orders ¢ Reconciliation

e Billings e Miscellaneous

Given the many business processes supported by SABRS and the complexity of its various feeder systems
and data calls, the Marine Corps internal control infrastructure is essential to help ensure accuracy and
reliability of financial management data.

Marine Corps Control Environment

The Marine Corps Control environment consists of preventive and detective controls over financial
statement compilation, general ledger, and feeder systems. The Marine Corps also employs other
management, or non-system controls, to streamline financial management processes and improve
personnel financial management skills.
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Internal control activities and monitoring efforts are performed outside of the SABRS application and
include performance reporting, reconciliation, analysis, and inspections. For the Marine Corps, the
internal control environment largely consist of management oversight and monitoring activities and
reports for the Accounting and Financial Systems Branch (RFA) and the Marine Corps Financial
Evaluation and Analysis team (MCFEAT). The table below identifies several monitoring and control
activities that further supplement an already robust internal control posture and demonstrates the Marine
Corps’ commitment to maintaining a positive and supportive attitude towards internal controls and a
conscientious management in this regard.

Category

Controls

Purpose

“Deadly Sin”
reports (SABRS
performance
reports)

Abnormal Accounts Payable Report
Abnormal Accounts Receivable Report
Abnormal Undelivered Order Report
Negative Unliquidated Obligations (NULO)
Report

Outstanding Travel Advances Report
Unmatched Disbursements Report

Spending Errors Report

Invalid Transaction Recording Source Report
DCPS LOA/Fund Code Mismatch Report
Pre-Validation Failures Report

Missing Trading Partner Data Report

Interest Penalty Payments Report
Outstanding Military

Interdepartmental Purchase Requests
(MIPRs)/Work Requests (WR) All Years Report

Enable RFA to identify errors
or abnormalities, segmented
by various Marine Corps
Commands

Tri-Annual Review
and Post Analysis

Tri-Annual Review process

Tri-Annual Review Post Analysis Reports
(Dormant Transactions, Outstanding Travel
Documents, Outstanding Accounts Receivables,
Unmatched Disbursements)

Enable RFA and MCFEAT to
determine how well field
activities are recording
commitments and obligations.

MCFEAT
Inspections and
Reports

Annual Assessment of Command Financial
Procedures (Balanced Scorecard)

Prompt Payment Act Interests Report
WAWEF Electronic Commerce Efficiency
Report

Enable MCFEAT to evaluate
financial management
business practices and oversee
financial management to
improve the accuracy and
timeliness of financial
information recording and
reporting.

Standard Operating
Procedures

MCO 7300.21, Marine Corps Financial
Execution Standard Operating Procedure
Manual

MCO 7300, Draft Chapter 10, Reconciling
Abnormal Financial Transactions

Tri-Annual Review User Navigation Guide
SABRS and Reportnet Access, SABRS Help,
and System Change Request Standard Operating
Procedure

SABRS Authorization Processing and Spending
Transaction Processing

Aid financial personnel in
generating and reviewing,
reconciling, and resolving
errors detailed in the SABRS
performance reports

10
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Category

Controls

Purpose

Training and Tools

e Web-Based Training

e Marine Corps Financial Management School

Provide personnel with
knowledge needed to perform
their duties including
identifying and correcting
erroneous transactions found
in the “Deadly Sin” reports.

Compensating Controls

Table 4. Marine Corps Environmental Controls

Compensating controls are controls that are used to provide an additional layer of assurance. For instance,
an example would include the data sent between interfaces, entered into SABRS, and transmitted between
SABRS and its feeder systems. These controls seek to assure accurate and reliable processing and
security and privacy of data as well as the validity of entries in SABRS from manual and automated
processing. The table below describes the current Marine Corps compensating controls where a systems

impact exists.

Automated Controls

Category Controls Purpose
Data Validation and e Required Fields Provide data validation and edit checks to
Edit Checks e Data Definitions reduce the risk of invalid, inaccurate, and

e Record Deletion Warning
e Deletion General Ledger Check

incomplete data. These controls are
intended to force users to enter valid data
into SABRS.

Controls over
Interfaces from
External Systems

e Data Validation
e Error Handling
e Reconciliations

Determine if files provided from external
systems, containing transactions records
to be processed in SABRS, are in the
correct format to post the transactions in
SABRS.

Manual Controls

Table 5. Marine Corps SABRS Compensating Controls

Category

Controls

Purpose

Daily Transaction
Reconciliation

e Reconcile transactions from daily
cycle against supporting
documentation

Provide transaction validation to reduce
the risk of invalid, inaccurate, and
incomplete data. These controls are
intended to force users to enter valid data
into SABRS.

Tri-Annual Review

e Validation of all Dormant
Transactions, Outstanding Travel
Documents, Outstanding Accounts
Receivables against the supporting
documentation.

To validate and confirm that only valid
transactions are recorded in the
accounting system for the correct amount.

Year-end
Certification of
Commitments and
Obligations

. Fund Holder certification that all
Obligations are properly supported

Validate that supporting documentation
are available

Table 6. Marine Corps Manual Compensating Controls

11
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The Marine Corps maintains a complex financial management enterprise for its General Funds comprised
of various business processes, internal controls, and systems. This enterprise was created to provide
leadership with accurate, reliable, and timely reporting of financial information to facilitate efficient and
effective managerial decision-making. The use of environmental, compensating, and non-systems
controls has promoted the achievement of accountability and transparency within the complex Marine
Corps financial management enterprise.

12
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Tab B — USMC Segment Overview

Introduction to Tab B

Purpose: This tab defines the USMC Financial Statement Compilation segment for presentation.
The segment is defined and documented by processes, systems, and procedures. A written
narrative is provided, along with a graphical flow of the business process, identifying key

controls.
Index:
Reference Document Description
B.1 Segment Overview Overview of the Financial Statement Compilation
process.
B.2 Financial Statement Compilation Chapter 7 — Financial Statement Preparation Process
Standard Operating Procedure The entire Financial Statement Compilation Standard
Operating Procedure can be found on the attached
compact disk.
B.3 Process Flows Financial Statement Compilation — Process Flow Chart
B.4 Business Process Memorandum Memorandum summarizing the financial statement

compilation process.
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Financial Statement Compilation Segment

The Marine Corps presents the Financial Statement Compilation Process as a segment for
evaluation. This segment package presents the compilation procedures to support the issuance of
the USMC General Fund principal financial statements consistent with the design and format of
Office of Management and Budget (OMB) Circular A-136 form and content directives. The form
and content directives provides financial reporting requirements intended to advance Federal
agencies toward more timely, useful, and reliable financial information to support agency
management. The goal of the directives is to better integrate budget execution, financial
reporting, and performance reporting.

Scope. This package presents the Marine Corps processes, procedures, and key controls
implemented and applied in the compilation of the USMC General Fund financial statements.
Processes include the use of transaction level details resident in the core financial accounting
system, the Standard Accounting, Budgeting and Reporting System (SABRS), through the
Defense Departmental Reporting System (DDRS), to the presentation of the Marine Corps
General Fund Financial Statements. For the purposes of this package, only the processes and
procedures used to compile the Balance Sheet and Statement of Budgetary Resources are
presented. This package is not intended to assert any audit confidence over the financial
statements themselves, but to provide evidence and support that Marine Corps has documented,
sustained, and repeatable processes and procedures.

Overview of the Process. The Marine Corps, specifically the Program and Resources
Department, Accounting and Financial Systems Branch (RFA), prepares General Fund financial
statements on a monthly, quarterly and annual basis in coordination with Defense Finance and
Accounting Service-Kansas City (DFAS-KC). The Marine Corps General Funds are
Congressional appropriations to include personnel, operations, maintenance, research and
development, and procurement.

The process, for the purposes of the segment presentation, begins when DFAS-KC reconciles the
SABRS detailed transaction history to U.S. Treasury detailed transaction ledgers. This
reconciliation is prepared monthly to support that SABRS general ledgers are in compliance with
OMB as well as Office of the Under Secretary of Defense (Comptroller) (OUSD(C)) reporting
requirements. If any reconciliation exceptions are noted, DFAS-KC adjusts the SABRS to agree
with the U.S. Treasury detailed transaction ledgers. SABRS detailed transactions are then
summarized and transferred to the DDRS-Budgetary (DDRS-B) by way of a SABRS trial
balance. DDRS-B is a reporting tool designed to produce budgetary reports and their respective
audit trails. Reconciliations are also performed to identify and correct account relationship and
crosswalk issues that may exist with the imported SABRS trial balance. Budgetary adjustments
are identified and made to account for items such as abnormal accounts payable, Treasury late
registers, or undistributed collections. When the DDRS-B process is complete the adjusted
balances are transferred to the DDRS-Audited Financial Statements (DDRS-AFS).

The DDRS-AFS is a reporting tool designed to facilitate the preparation and audit of all the
Department of Defense (DoD) audited financial statements, management reports, required
supplementary information reports, and trend analysis reports. The DDRS-AFS process includes
recording of “on top” journal entries to record “off-ledger” data-call balance and activities,
performing reclassification adjustments, and recording unfunded liability estimates provided by
external agencies such as the Department of Labor and Office of Personnel Management (OPM).
Financial statements notes are drafted and included in the financial statements for review by the
Marine Corps. Once approved, the statements are sent to the Department of Navy (DON) for

1
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consolidation into DON General Fund Financial Statements. As presented in the segment
package, compensating controls and “sanity checks” are applied to the data call information that
supports the journalized “on top” adjustments.

Segment Presentation. This segment package presents standard Marine Corps operating
procedures for Financial Statement Compilation. These procedures are also depicted in graphical
flow, documenting key controls. The business process memorandum (BPM) further documents
the processes and key controls. The BPM also documents the key controls and their control
objectives. This package also presents the verification efforts that were employed to re-perform
and substantiate this compilation process, with data analysis of the flow of financial information
from SABRS through the DDRS to the Marine Corps General Fund financial statements. The
business processes related documents present the “As Is” processes.
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1.0INTRODUCTION

The United States Marine Corps prepares General Fund financial statements at the end of each year in
coordination with Defense Finance and Accounting Service (DFAS). The Marine Corps General Funds
are Congressional appropriations to include personnel, operations, maintenance, research and
development, and procurement. The statements are a reflection of the General Fund financial activity.

1.1 Purpose

The purpose of the General Fund Financial Statement Preparation Standard Operating Procedures (SOP)
is to document the Marine Corps processes and procedures used in the reporting data and information to
the General Fund financial statements. This SOP provides guidance for personnel involved in the Marine
Corps General Fund financial statement preparation process. This procedure also describes the
responsibilities of the various entities involved in the preparation of the Marine Corps financial
statements. Furthermore, it provides standard forms that are used in the processes and points of contact
(POCs) for the financial statement preparation. This SOP supports Marine Corps financial leadership
decision making based on accurate, timely, and relevant financial data.

This General Fund Financial Statement Preparation SOP is an evolving document that will be updated as
new processes and procedures are developed, refinements are made to the existing processes, and new
guidance is adopted.

1.2 Organization

The General Fund SOP is organized into the following sections:

= Section 1- Introduction. Provides the purpose, scope, and organization of the SOP.

= Section 2 - Entity Definition. Defines the scope of Marine Corps as an entity. Lists the
appropriations accounted for under the Marine Corps reporting definition.

= Section 3— Requirements. Provides a list of regulations set forth for Federal components
including the Department of Defense (DoD) Financial Management Regulation (FMR) and the
Office of Management and Budget (OMB) Circular A-136.

= Section 4 - Organizational Structure. Describes the chain of command for Marine Corps
financial statement reporting. Defines the responsibilities of the Marine Corps financial reporting
branch and its components including the Defense Finance and Accounting Service (DFAS) and
the Accounting and Financial Systems Branch (RFA).

=  Section 5- Components of the Marine Cor ps Financial Statement Report. Gives a detailed
breakdown of the Performance and Accountability Report (PAR).

= Section 6 - Financial Statement Prepar ation Process. Describes the overall process involved in
preparing the financial statements and related footnotes. The user may also refer to the Appendix
section for detailed flowcharts for each financial statement footnote.

= Section 7 - Reconciliation and Review of the Financial Statement Processes. Defines the final
reviewing process of Marine Corps financial statements prior to submission to the Office of the
Undersecretary of Defense.

= Section 8 - Information Systems. Defines the technology associated in preparing the financial
statements. ldentifies the accounting system and feeder systems that transact and transmit
financial data.
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20ENTITY DEFINITION

The Marine Corps General Fund financial statements report the financial activities associated with the
five Marine Corps sole appropriations in addition to the four appropriations shared with the Department
of the Navy. Treasury Index 17 General Fund Appropriations to be reported by the Marine Corps are
listed below.

Table 1, Marine Corps Sole Appropriations, presents the five Marine Corps sole appropriations reported
to the financial statements.

Appropriation No. Name (Pseudo Appr opriations) Entity Code
17-1105 = Military Personnel, Marine Corps (2115) AT17AA2_1105
17-1106 = Operation and Maintenance, Marine Corps (1160/2116) AT17AC2_1106
17-1107 = Operation and Maintenance, Marine Corps Reserve (2117) | AT17AC2_1107
17-1108 = Reserve Personnel, Marine Corps AT17AA2_1108
17-1109 =  Procurement, Marine Corps (1149) AT17AF5 1109

Table 1: Marine Corps Sole Appropriations.

Table 2, Marine Corps Shared Appropriations presents the four appropriations the Marine Corps shares
with the Department of the Navy (DON).

Appropriation No. Name (Pseudo Appropriations) Entity Code
17-1319 = Research and Development, Test and Evaluation, Navy AT17AG5_1319M
17-1508 = Procurement of Ammunition, Navy and Marine Corps AT17AF5_1508M

(1548)
17-0735 = Family Housing, Navy and Marine Corps (7035/7036) AT17AC2_0735CM
17-5095 = Wildlife Conservation, Navy and Marine Corps AT17AMS5 (Other)

Table 2: Marine Cor ps Shared Appropriations.
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3.0REQUIREMENTS

The Marine Corps prepares the General Fund Financial Statements in compliance with Federal and
Department of Defense (DoD) regulations. Refer to Table 3: Financial Statement Preparation
Requirements. These regulations provide guidance on financial statement preparation as well as regulate
the Marine Corps financial management environment.

Regulation

Description

Chief Financial Officers (CFO) Act
of 1990

The Chief Financial Officers (CFO) Act of 1990 was enacted to
provide for improvement in each agency of the Federal Government,
including systems of accounting, financial management, and internal
controls to assure the issuance of reliable financial information and to
deter fraud, waste, and abuse of Government resources

Federal Managers’ Financial
Integrity Act (FMFIA) of 1982

Requires ongoing evaluations and reports of the adequacy of the
systems of internal accounting and administrative control of each
executive agency.

Government Performance and
Results Act (GPRA) of 1993

Requires agencies to submit to the Office of Management and Budget
(OMB) a strategic plan for program activities, including performance
goals and objectives.

Explains guidance for improving the operations, programs, and
management for Federal financial managers.

Government Management Reform
Act (GMRA) of 1994

Requires Federal financial managers to submit annual audited
financial statements to the OMB.

Establishes a framework for reporting financial management
statements.

Authorizes the Director of OMB to publish annually in the President's
Budget any recommendations for the consolidation, elimination, or
adjustment in frequency and due dates of statutorily required periodic
reports to the Congress or its committees.

Federal Financial Management
Improvement Act (FFMIA) of 1996

Requires each agency implement and maintain financial management
systems that comply with Federal financial management system
requirements.

Establishes that financial systems must comply with the United States
Standard General Ledger (USSGL) at the transaction level.

Requires financial management system compliance with Federal
accounting standards.

Office of Management and Budget
(OMB) Circular A-123,
Management’s Responsibility for
Internal Control

Provide guidance to Federal managers on improving the
accountability and effectiveness of Federal programs and operations
by establishing, assessing, correcting, and reporting on management
control.

Table 3: Financial Statement Preparation Requirements.
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Regulation

Description

Office of Management and Budget
(OMB) Circular A-127, Financial
Management Systems

Prescribes policies and standards for executive departments and
agencies to follow in developing, operating, evaluating, and reporting
on financial management systems.

Office of Management and Budget
(OMB) Circular A-136, Financial
Reporting Requirements

Prescribes policies and standards for executive departments and
agencies to follow during the preparation of financial statements.

Statements of Federal Financial
Accounting Standards (SFFAS)
No. 4, Managerial Cost
Accounting Concepts and
Standards for the Federal
Government

Establishes managerial cost accounting standards for valuing,
accounting, and reporting of financial data for the Federal government.

Department of Defense, Financial
Management Regulations (DoD
FMR) Volume 6B, Form and
Content of the Department of
Defense Audited Financial
Statements

Establishes requirements, principles, standards, systems, procedures,
and practices necessary to comply with financial management statutory
and regulatory requirements applicable to the DoD.

Directs financial management requirements, systems, and functions for
all appropriated, non-appropriated, working capital, revolving, and trust
fund activities.

Directs statutory and regulatory financial reporting requirements.

Table 3: Financial Statement Preparation Requirements (cont).
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4.0 ORGANIZATIONAL STRUCTURE

This section provides an overview of the organizational structure and responsibilities for the preparation
of the Marine Corps financial statements.

Headquarters, Marine Corps (HQMC): The Marine Corps as a Tier-3 reporting entity, meets the criteria
for a separate financial reporting entity as defined in the Federal Financial Accounting Concept No.2.
They maintain separate and distinct fiduciary responsibilities for both direct and shared appropriations
issued by Congress. The Marine Corps is responsible for producing financial statements and responding
to the Department of Defense, Inspector General (DoD, IG) findings concerning audits of their prepared
financial statements.

Programs and Resources Department (P&R): The Programs and Resources Department is one of several
staff agencies that make up Headquarters, Marine Corps. The Programs and Resources Department is
made up of four major functional Divisions: Programs Division, Fiscal Division, Administration and
Resource Management Division, and Special Programs Division. The Fiscal Division of the Programs
and Resources (P&R) Department provides oversight and regulation for the financial reporting process.
Ultimately, the Fiscal Division is responsible for certifying the accuracy and completeness of the financial
statements.

Accounting and Financial Systems Branch (RFA): The Accounting and Financial Systems Branch (RFA)
of the Marine Corps Programs and Resources Department (P&R) advises and assists program sponsors,
HQMC staff agencies, and the Comptroller function in matters relating to accounting, relevant
information systems, and program execution. The RFA works with various DoD entities, collectively, to
provide the Marine Corps standards of accounting, reporting, and systems support. Furthermore, RFA
provides internal oversight for all Marine Corps financial reporting processes.

Defense Finance Accounting Service (DFAS): The Defense Finance Accounting Service is responsible
for standardizing financial and accounting information for all DoD components. The DFAS-Kansas City
site directs and enforces DoD finance and accounting requirements, principles, standards, systems,
procedures, and practices associated with finance and accounting to the Marine Corps. Additionally,
DFAS-Kansas City assists in the preparation of Marine Corps financial statements and populating the
general ledger. The Departmental Reporting Division of DFAS-Kansas City is made up of three separate
branches. These branches produce a set of General Fund financial statements originating from the final
SABRS general ledger, the General Ledger Division, the Reporting and Analysis Division and the
Audited Financial Statement Division. During Fiscal Year 2008, the responsibilities of DFAS-Kansas
City will be transferred to DFAS-Cleveland.

Figure 1, Marine Corps Financial Satement Organization Chart, provides a graphic view of the
organizations that are involved in the preparation of the Marine Corps financial statements.
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Marine Corps Financial Statement Preparation Organization Chart
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Figure 1: Marine CorpsFinancial Statement Preparation Organization Chart.
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Table 4, General Fund Financial Satement Preparation Responsibilities, presents the responsibilities of
HQMC, RFA and DFAS in the preparation of the Marine Corps financial statements.

Organization

Responsibilities

Programs and Resour ces
Department (P& R)

Review Principal Financial Statements and related notes

Certify Principal Financial Statements

Accounting and Financial
Systems Branch (RFA)

Enter program financial data into Standard Accounting, Budgeting and
Reporting Systems (SABRS)

Review financial statements for variances.

Ensure the accuracy, completeness and timeliness of Marine Corps
financial data.

Reconcile and validate financial transaction source data.
Review Marine Corps Financial Statements for accuracy.
Prepare narratives for the notes to the financial statements.
Perform program and management analyses.

Prepare the Management Discussion and Analysis.

Sign the Confirmation Letter for the Marine Corps Financial Statements.

Defense Finance Accounting
Service (DFAYS)

Retrieve Marine Corps financial data from SABRS.

Import data call financial information into Defense Departmental
Reporting System-Audited Financial Statements. (DDRS-AFS)

Create Marine Corps Financial Statements for HQMC review.

Generate and submit Marine Corps reporting to the Office of
Management and Budget (OMB) and the Department of the Treasury.

Table 4: General Fund Financial Statement Preparation Responsibilities.
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5.0 COMPONENTSOF THE PERFORMANCE AND ACCOUNTABILITY
REPORT

The Performance and Accountability Report (PAR) is a package reflecting the financial activity of the
budgetary resources appropriated to an entity. The form and content of the package is outlined in OMB
Circular A-136. The Marine Corps provides input to Navy Financial Management Office for the DON
Annual Report and for including in the DoD PAR. The Performance and Accountability Report contains
the following elements (1) an Agency Head Message, (2) Management Discussion and Analysis, (3) a
CFO Letter, (4) a Financial Statement Audit Report, (5) the Principal Financial Statements and Notes to
the Principal Financial Statements. The following section assumes the Marine Corps will produce their
own Performance and Accountability Report.

5.1 Agency Head Message

A transmittal letter from the Commandant of the Marine Corps (CMC) prefaces the Performance and
Accountability Report. The transmittal letter contains the following:

Outlines mission, goals, and accomplishments
Assesses the financial and performance data

Presents any material weakness and corrective actions
Includes a statement of assurance

5.2 Management Discussion and Analysis

The Management Discussion and Analysis (MD&A) is an integral part of the annual financial statement
package. The MD&A is an overview and preface of the Marine Corps financial statement package and
provides readers with a clear, concise understanding of the Marine Corps activities, accomplishments,
financial performance, systems, controls, legal guidance and financial condition. The MD&A is (1)
important in communicating managers insight about the Marine Corps (2) increasing the
understandability of the financial statements and (3) providing accessible information about the entity and
its operations, service levels, successes, challenges, and future. Table 5, Management Discussion &
Analysis, lists the sections of the MD&A.

Section of the MD& A Description
Mission and Organizational = A brief description of the Marine Corps mission and major goals, and
Structure organizational structure that is consistent with their strategic plan.
Overall Strategy and Performance = Explains the Marine Corps performance goals and results (positive
Results and negative) related to and consistent with the goals and objectives

in the Marine Corps strategic and performance plans.

Analysis of Financial Statements = The following financial statements are prepared:

- Consolidated Balance Sheet,

- Consolidated Statement of Net Cost,

- Consolidated Statement of Net Changes in Net Position,
- Combined Statement of Budgetary Resources, and

- Combined Statement of Financing.

= A comparison is made to the current quarter reporting period in the
current fiscal year to the same quarter in prior fiscal year to analyze
Marine Corps financial position and results of operations and explain
the major changes in the assets, liabilities, costs, revenue, obligations,
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and outlays. The statements and related notes summarize the
financial information for Marine Corps.

Systems, Controls and Legal = A brief summary of any reported material weaknesses for systems

Compliance and/or internal control that were revealed by management or through
audits.

Supplemental Financial and =  This information supports information presented in the MD&A or

Management Information would enhance an understanding of the financial condition of the

Marine Corps. This information consists of addressing the future
effect on existing events and/or conditions; summarizing the progress
in implementing key administration management initiatives; and
explaining any limitation of the financial statements

Table 5: Management Discussion and Analysis.

5.3 CFO Letter

The CFO Letter outlines the overall financial condition of the Marine Corps and contains the following
information:

= Time frames for corrective actions of identified material weakness and non-compliance
= Barriers to corrective actions and non-compliance

= Progress of problems identified previously

= Integrity Act information of the Marine Corps choosing

5.4 Financial Statement Audit Report

The Financial Statement Audit Report is a stand-alone report containing the independent public auditors’
(IPA) opinion on the Marine Corps year end financial statements and accompanying notes. The year-end
financial statements include this report.

5.5 Marine Corps Financial Statements

The Marine Corps financial statements present the financial standing of the Marine Corps. The Marine
Corps financial statements are produced in the Defense Departmental Reporting System — Audited
Financial Statements (DDRS-AFS). The complete financial statement package includes the Balance
Sheet, Statement of Net Cost, Statement of Changes in Net Position, Statement of Budgetary Resources
and Statement of Financing. The financial statements should be presented in accordance with Federal
GAAP and the requirements of OMB Circular A-136. Comparative information should be presented in
the financial statements and related notes. The components of the financial statement package and
applicable regulations are explained in the following discussion.
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6.0 MARINE CORPSFINANCIAL STATEMENTS

6.1 Balance Sheet

The Marine Corps balance sheet presents resources owned or managed by the Marine Corps (assets),
amounts owed by the Marine Corps (liabilities) and residual amounts retained by the Marine Corps that
comprise the difference (net position).

6.1.1 Balance Sheet Example
Figure 2, Consolidated Balance Sheet, provides an example of the format and content of a Marine Corps

General Fund balance sheet. For illustrative purposes, the example on the following page presents 2™
Quiarter, FY 2007.

10
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Department of Defense
Marine Corps - Marine Corps GF
CONSOLIDATED BALANCE SHEET
As of March 31, 2007 and 2006
{$ in Thousands)
2007 Consolidated 2006 Consolidated
ASSETS (Note 2)
Intragovernmental:
Fund Balance with Treasury (Note 3)
Entity £ 25,055,099 5 18,485,846
Non-Entity Seized Iraqi Cash 0 0
Non-Entity-Other 107,034 73.926
Investments (Note 4) 0 0
Accounts Receivable (Note 5) 31,008 48,148
Other Assets (Note &) 1,083 3,155
Total Intragovernmental Assets 3 25,194,224 5 18,611,075
Cash and Other Monetary Assets (Note 7) -] 90,910 5 94,579
Accounts Receivable Net (Note 5) 22018 2,225
Loans Receivable (Note 8) 0 0
Inventory and Related Property Net (Note 9) 5,744,311 5,236,068
General Property, Plant and Equipment,Net (Note 10) 8,565,665 11,678,387
Investments (Note 4) 0 0
Other Assets (Note 6) 548,728 430,687
TOTAL ASSETS $ 40,165,856 5 36,053,021
LIABILITIES (Note 11)
Intragovernmental:
Accounts Payable (Note 12) $ 134,130 5 32,543
Debt (Note 13) 0 0
Other Liabilities (Note 15 & 16) 255,951 254171
Total Intragovernmental Liabilities 3 350,081 5 286,714
Accounts Payable (Note 12) 5 387,471 ] 2,281,196
Military Retirement and Other Federal 214 A57 210,850
Employment Benefits (Note 17)
Environmental and Disposal Liabilities (Note 14) 226,436 225,038
Loan Guarantee Liability (Note 8) 0 0
Other Liabilities (Note 15 and Note 16) 818,727 1,020,811
TOTAL LIABILITIES $ 2,037,172 5 4,024,609
NET POSITION
Unexpended Appropriations - Earmarked Funds (Note 23) $ 0 ] 0
Unexpended Appropriations - Other Funds 24 978,094 16,213,783
Cumulative Results of Operations - Earmarked Funds 443 351
Cumulative Results of Operations - Other Funds 13,150,147 15,814,278
TOTAL NET POSITION 5 38,128,684 5 32,028,412
TOTAL LIABILITIES AND NET POSITION $ 40,165,856 $ 36,053,021

Figure 2: Consolidated Balance Sheet.

11
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6.1.2 Explanation of Balance Sheet Line Items

The Explanation of Balance Sheet Line Items section of this document will be presented in the same
format as the balance sheet illustrated above. Each line item on the balance sheet will be explained in
detail to provide an understanding of what is being valued in the line item and the method in which that
line is reported to the financial statements. The percentages noted for each line item are based on the
USMC Balance Sheet reported for 2™ Quarter, FY 2007.

Assets

The OMB Circular A-136 defines assets as tangible or intangible items owned by the Federal

Government which have probable economic benefits that can be obtained or controlled by a government
entity. The intragovernmental assets of an entity are reported on the balance sheet. Non-entity assets,
which may be intragovernmental or nonfederal, are disclosed in the footnotes separately. Entity assets are
defined as assets that the reporting agency has authority to use in its daily operations. Non-entity assets
are defined as assets that are held by an entity, but not available for use by the entity.

The Assets section of the balance sheet presents what the Marine Corps owns as of the date on the
balance sheet. Note 2 will provide additional disclosures for nonentity assets on the balance sheet. Refer
to section 7.3.5 Preparing Notes to the Financial Satements.

I ntragover nmental

Intragovernmental assets are assets that arise out of transactions among Federal entities. These assets are
claims of a Federal entity against other Federal entities. Intragovernmental assets should be reported
separately from non-federal transactions on the balance sheet. Intragovernmental assets represent
approximately 63% of the total assets reported on the balance sheet.

Fund Balance with Treasury

The Fund Balance with Treasury (FBWT) line item represents approximately 99.5% of intragovernmental
assets and 62% of total assets reported on the balance sheet.

FBWT is defined as the aggregate amount of the entity’s accounts with the U.S. Treasury for which the
entity is authorized to make expenditures and pay liabilities. Examples of the FBWT account include the
following:

= Clearing account balances and the dollar equivalent of foreign currency account balances
= Financing and liquidating accounts

The amount reported includes extended obligation authority for obligations incurred in closing and closed
accounts. However, the FBWT does not include amounts for which the Department of Treasury is willing
to accept corrections to cancel appropriation accounts. Specific requirements for other information
related to FBWT are included below (additionally, refer to section 7.3.5 Preparing Notes to the Financial
Satements):

= Include an explanation of the reason for material changes in the FWBT amount reported for the
current period in comparison to the prior period amount, when comparative financial statements
are presented. Change that is greater than 10% of the prior year ending balance is defined as a
material change.

12
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= Disclose instances where the reporting entity does not meet accounting standards. Each reporting
entity shall review its financial processes, systems, and data. The entity will then modify or
expand the disclosure statements so that each statement is a complete and accurate representation
of the issue being addressed. The following are examples of disclosures: deposit differences, On-
Line Payment and Collection (OPAC) differences, and check issue discrepancies.

The FBWT line item is reported to the Marine Corps balance sheet by the Standard Accounting,
Budgeting, and Reporting System (SABRS).

Non Entity Other

The Non Entity — Other line item on the balance sheet represents approximately 0.4% of the total
intragovernmental assets reported on the balance sheet.

Non Entity — Other line item represents the non entity fund balance with treasury. Non entity fund
balance with treasury represents amounts in Marine Corps’ deposit fund accounts. The deposit fund
accounts contain various withholdings from Marines’ pay such as taxes, allotments, and garnishments
held until the appropriate disbursement date. The Marine Corps maintains stewardship accountability and
reporting responsibility for these assets; however, the assets are not available for use in operations.

The Non Entity Assets line item includes additional disclosures in Note 2. Refer to section 7.3.5
Preparing Notes to the Financial Statements.

I nvestments

The Marine Corps does not report investments on the balance sheet. The Investment line item is reported
at the Department of the Navy level and is not applicable to the Marine Corps balance sheet.

Accounts Receivable | ntragovernmental

The Accounts Receivable — Intragovernmental line item represents approximately 0.1% of the total
intragovernmental assets category on the balance sheet.

Accounts receivables are defined as Federal entity claims for payment from other Federal entities. They
include Intragovernmental receivables that are claims of a Federal entity against other Federal entities.

Undistributed collections are applied to accounts receivable based on the percentage of the total of both
intragovernmental and nonfederal accounts receivable.

Requirements for other information related to accounts receivable (additionally, refer to section 7.3.5
Preparing Notes to the Financial Satements):

= Disclose the amount of undistributed collections that has been applied to accounts receivable in
computing the line item balances.

= Include an explanation of the reason for material changes in the accounts receivable for the
current period in comparison to the prior period, when comparative financial statements are
presented. Change greater than 10% of the prior year ending balance is defined as a material
change.

= Disclose the amounts of public and intragovernmental receivables over 180-days old.

13
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= Disclose material differences identified, if the reporting entity was able to compare accounts
receivable balances with the accounts payable balances of intragovernmental trading partners.

= Disclose the reasons the reconciliations were not completed if the reporting entity was unable to
compare accounts receivable balances with the accounts payable of intragovernmental trading
partners.

The accounts receivable line item is reported to the Marine Corps balance sheet by the Standard
Accounting, Budgeting, and Reporting System (SABRS).

Other Assets

The Other Assets line item on the balance sheet represents approximately 0.01% of the total
intragovernmental assets reported on the balance sheet.

Other assets are defined as all other intragovernmental assets, report advances, and prepayments to other
Federal entities. Advances are cash outlays made by a Federal entity to cover a part or all of the
recipients’ anticipated expenses or as advance payments for the costs of goods and services the entity
receives. Prepayments are payments made by a Federal entity to cover certain periodic expenses before
expenses are incurred. Intragovernmental other assets are separated and reported on the balance sheet
into two categories (1) advances and prepayments and (2) other assets. Advances and prepayments are
other asset advances and prepayments to other Federal entities. Other assets are categorized as all other
intragovernmental other assets.

The other assets line item is reported to the Marine Corps balance sheet by an elimination journal
vouchers that is entered to match what the trading partners are reporting. Federal advances are currently
not recorded in SABRS. The other assets line item includes additional disclosures in Note 6. Refer to
section 7.3.5 Preparing Notes to the Financial Satements.

Total | ntragovernmental Assets

This line on the balance sheet is a sum of the line items described above.

Cash and Other Monetary Assets

The Cash and Other Monetary Assets line item on the balance sheet represents approximately 0.2% of the
total assets category reported on the balance sheet.

Cash and other monetary assets are defined as the total of all cash resources and all other monetary assets.
Cash consists of coins, paper currency and readily negotiable instruments, amounts on demand deposit
with banks or other financial institutions, and foreign currencies. Other monetary assets include gold,
special drawing rights, and U.S. Reserves in the International Monetary Fund.

The following assets should be reported on this line item:

= Nonentity cash on other monetary assets (reporting Federal entity collects and holds on behalf of
the U.S. Government or other entity is nonentity cash).

= DoD disbursing officer cash reported on the Statement of Accountability.

= Total U.S. dollar equivalent of non-purchased foreign currencies held in special program foreign
currency fund accounts.

14
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The Cash and Other Monetary Assets line item is reported to the Marine Corps balance sheet through
input from a data call for disbursing officer cash, which is reported through the Statement of
Accountability.

Requirements for other information related to cash and other monetary assets are to:

= Disclose any restrictions on cash. Restricted cash includes holdings, which are unavailable for
agency use (nonentity cash) and have not been transferred to the U.S. Government General Fund.
Restricted cash also includes cash held in escrow to pay property taxes and insurance related to
property associated with defaulted loans.

= Disclose any restrictions on the use or conversions of cash denominated in foreign currencies, and
the significant effects, if any, of exchange rate changes on the entity's financial position that occur
after the end of the reporting period but before the issuance of financial statements. Provide other
information, as appropriate, such as the valuation rate for gold.

The Cash and Other Monetary Assets line item includes additional disclosures in Note 7. Refer to
Section 7.3.5 Preparing Notes to the Financial Statements.

Accounts Receivable Nonfederal

The Accounts Receivable — Nonfederal line item represents approximately .02% of the total assets
category reported on the balance sheet.

Accounts receivable is defined as amounts due from nonfederal entities, net of an allowance for estimated
uncollectible amounts that the reporting entity has authority to use in its operations once collected.
Examples of an accounts receivable are amounts due from former service members who must refund
amounts issued as reenlistment bonuses, and interest receivable from nonfederal entities that the reporting
entity has authority to use in its operations once collected. The accounts receivable line item consists of
intragovernmental receivables and nonfederal receivables. Intragovernmental receivables are defined as
claims of a Federal entity against other Federal entities. Intragovernmental receivables are explained
above in the Accounts Receivable Nonfederal section.

Requirements for other information related to accounts receivable include:

= Disclose the amount of undistributed collections that has been applied to accounts receivable in
computing the line item balances.

= Include an explanation of the reason for material changes in the accounts receivable for the
current period in comparison to the prior period, when comparative financial statements are
presented. Change greater than 10% of the prior year ending balance is defined as a material
change.

= Disclose the amount of nonfederal refund receivables if the amount is greater than 10% of the
nonfederal accounts receivable, net amount on the balance sheet.

= Disclose the amounts of public and intragovernmental receivables over 180-days old.
The accounts receivable line item is reported to the Marine Corps balance sheet by the Standard

Accounting, Budgeting, and Reporting System (SABRS). However, the amount of Allowance for
Doubtful Accounts is entered into DDRS-AFS via journal voucher. The Accounts Receivable line item

15
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includes additional disclosures in Note 5. Refer to section 7.3.5 Preparing Notes to the Financial
Satements.

Loans Receivable
The Loans Receivable line item is not applicable to the Marine Corps balance sheet.
I nventory and Related Property

The Inventory and Related Property line item on the balance sheet represents approximately 14.3% of the
total assets category on the balance sheet.

The Inventory and Related Property line item consists of the following seven components:

Inventory

Operating Materials and Supplies (OM&S)

Stockpile Materials

Seized Property

Forfeited Property

Goods Held Under Price Support and Stabilization Programs
= Government Furnished Materials

Of these seven components, Marine Corps only reports Operating Materials and Supplies (OM&S) on its
balance sheet. The Marine Corps also reports OM&S secondary supply items and repair parts. For the
Marine Corps reporting of OM&S, only (1) Ammunition and Munitions and (2) Appropriation Purchase
Account (APA) Secondary Inventory are applicable. These categories of OM&S represent approximately
93% and 7%, of the total OM&S category of the Inventory and Related Property line item on the balance
sheet.

Operating Materials and Supplies (OM& S)

Definition: OM&S consists of secondary supply items that a logistics activity holds in stock pending
issue (without reimbursement) to the unit or organization that will consume the item in normal operations.
OMA&S are items traditionally held by maintenance activities that will be consumed or become part of the
repair or production of secondary end items. Excluded from OM&S are items that have been acquired for
use in constructing real property or in assembling equipment to be used by the entity, stockpile materials,
goods held1 under price stabilization programs, foreclosed property, seized and forfeited property, and
inventory.

The RFA has separated the collecting and reporting of Ammunition and Munitions and APA Secondary
Inventory into two efforts. The collection, analysis, reconciliation, and reporting procedures mirror each
other.

Ammunitions and Munitions (AMMQO)

The Program Manager for Ammunition (PM AMMO) is a component of the Marine Corps Systems
Command (MARCORSYSCOM). The PM AMMO is tasked with providing research, development,
acquisition, and life-cycle management support for all conventional ground ammunition required by the
Marine Forces to train for and conduct amphibious warfare and expeditionary force operations.

! Statement of Federal Financial Accounting Standards (SFFAS) No. 3, Accounting for Inventory and Related
Property.
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There is a three step process for PM AMMO involvement in reporting ammunition inventory for
inclusion into APA Secondary Inventory.

1. Collect daily ammunition reports. Installations send daily ammunition activity reports to the PM
AMMO Inventory Management Team. Installations send daily reports in MILSTRIP (80-80 card
column) format, through the Defense Activity Addressing System (DAAS). The Installations
individual ammunition tracking systems (Retail Ordnance Logistics Management System
[ROLMS], Standard Depot System [SDS], or Command Commaodity Standard System [CCSS])
automatically or at the manual prompting of the responsible officer generate the daily reports.

2. Consolidate and Report Daily Ammunition Activity. Download daily ammunition activity reports
from DAAS or take them from emails. The files are then uploaded into the Marine Ammunition
Accounting and Reporting System (MAARS). PM AMMO personnel monitor daily ammunition
activity reports.

3. Report Quarterly Ammunition Financial Data. Download ammunition inventory file from
MAARS to Microsoft Access for quarterly report formatting. Forward quarterly ammunition
report to the RFA and PM AMMO personnel.

Financial data for the ammunition held at installations is reported to PM AMMO. Following I&L and

PM

AMMO reviews, the RFA ensures the estimate is recorded in DDRS-DCM and incorporated in the

OMA&S balance on the financial statements.

App

ropriation Purchase Account (APA) Secondary | nventory

The

Appropriation Purchase Account (APA) is a term used by the DON to describe assets held as

Inventory and Related Material (IRM) that were purchased using General Fund appropriations.

Description, Category and Condition Code Distinctions

The

Marine Corps OM&S is documented by supply class, definition, category, and condition code. These

descriptions clearly define OM&S items and allow for the accurate capture and reporting of OM&S

inve

ntory and financial information. Table 6 provides an overview of OM&S by (1) supply class,

description, definition, and example, (2) category and description, and (3) condition code, description,

and

definition.

To support DoD reporting requirements, the Marine Corps is required to report OM&S by categories and
condition codes. OM&:S are categorized in the following table:

No. OM & S Category Description
1 | Held for Use =  Consists of items that should not exceed a thirty-day supply unless supporting
documentation is developed and maintained for review.
= Meets specified life cycle requirements or is consumed in hormal operations.
= Includes material held for economic or contingency retention.
2 | Held for Repair = Requires repair to meet current or future needs is judged more economical than
disposal.
= Identified as unserviceable, but not yet reviewed to determine its reparability.
3 | Excess, Obsolete, and = Consists of OM&S items that exceed the amount on hand that can be used
Unserviceable within one year.
=  Consists of obsolete OM&S items that are no longer needed due to changes in
technology, laws, customs, and/or operations.
= Consists of unserviceable OM&S items that are physically damaged and cannot
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No.

OM& S Category Description

be used in operations.

= When an assessment has been conducted and it has been determined that it is
not economically feasible to repair an item.

Table6: OM& S Categories.

Within the three OM&S categories, there are 17 condition codes that are used to further describe the
physical condition of the items within each category. These condition codes further classify the general
item descriptions as: (1) Serviceable, (2) Unserviceable, (3) Suspended, or (4) Condemned. A table
describing these condition codes can be found in Appendix D-Additional Tables.

OMA&S is reported to SABRS through an interface with SASSY. Data calls are requested in order o
report the three OM&S categories. USMC has developed a standardized process for retrieving asset
balances from SASSY reports-the Balance Analysis GABF (Report 0236) and the Consolidated Asset
Listing Summary (Report 0787)-to populate the data call template. The following process steps are
broken out into the three categories used for reporting OM&S: Held for Use, Held for Repair, and
Excess/Unserviceable/Obsolete.

To determine the total value of all assets that are “Held for Use”

11

1.2
1.3
14

15
1.6

1.7
1.8

Pull the BALANCE ANALYSIS GABF (Report 0236) for the General Account on the
last working day of the month.

Use SAC 1 only (note: SAC 2 and SAC 3 should not be used for reporting purposes).
Refer to the row "DOLLAR VALUE OH AA"

Note the corresponding dollar balance for “DOLLAR VALUE OH AA.” Pull the
Weapons System Management Asset Report of the Consolidated Asset Listing (Report
0787 Summary).

Refer to the row “ON HAND AA.”

Sum all columns in this row- SAC-1 D or L, SAC-2, and SAC-1 OTHER to derive a
total dollar value for “ON HAND AA” on Report 0787. (In the row ON HAND AA,
add column A+B+C.)

Sum the total from Step 1.7 to the total from Step 1.4.

Enter the grand total from 1.8 into the data call template under “Held for Use.”

To determine the total value of all assets that are “Held for Repair”

11

1.2
13

14

1.5

1.6

Pull the Weapons System Management Asset Report of the Consolidated Asset Listing
(Report 0787 Summary)

Refer to the row “DUE VENDOR.” This includes items due from third party vendors.
Sum all columns in this row- SAC-1 D or L, SAC-2, and SAC-1 OTHER to derive a
total dollar value for “DUE VENDOR.” (In the row DUE VENDOR, add column
A+B+C.)

Refer to the row “DUE MAINTENANCE.” This includes items due from the
Intermediate Maintenance Activity (IMA).

Sum all columns in this row- SAC-1 D or L, SAC-2, and SAC-1 OTHER to derive a
total dollar value for “DUE MAINTENANCE.” (In the row DUE MAINTENANCE,
add column A+B+C.)

Add the total from Step 1.5 to the total from Step 1.3 to derive a total value for the
“Held for Repair” category.
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1.7

Enter the total dollar value from Step 1.6 into the “Held for Repair” column on the data
call template.

I1. To determine the total value of all assets that are “Excess/Unserviceable/Obsolete”

Excess:

11
1.2
1.3
14
1.5
1.6
1.7

1.8
1.9

Pull the BALANCE ANALYSIS GABF (Report 0236) for the General Account on the
last working day of the month.

Use SAC 1 only (note: SAC 2 and SAC 3 should not be used for reporting purposes).
Refer to the row "DOLLAR VALUE OH AA GREATER THAN RO.”

Note the corresponding dollar balance for “DOLLAR VALUE OH AA GREATER
THAN RO."

Pull the Weapons System Management Asset Report of the Consolidated Asset Listing
(Report 0787 Summary).

Refer to the row “EXCESS OVER RO.”

Sum all columns in this row- SAC-1 D or L, SAC-2, and SAC-1 OTHER to derive a
total dollar value for “EXCESS OVER RO.” (In the row EXCESS OVER RO, add
column A+B+C.)

Add the total from Step 1.7 to the total from Step 1.4.

Enter the total from Step 1.8 into the “Excess/Unserviceable/Obsolete” column on the
data call template.

Unserviceable/Obsolete:

11

1.2
1.3

14

15

1.6
1.7

1.8
1.9

1.10
111

Pull the BALANCE ANALYSIS GABF (Report 0236) for the General Account on the
last working day of the month.

Use SAC 1 only (note: SAC 2 and SAC 3 should not be used for reporting purposes).
Refer to the row "DOLLAR VALUE ASSETS" and find the corresponding dollar
balance.

Refer to the row “DOLLAR VALUE OH AA” and find the corresponding dollar
balance.

Subtract the values in Column A for “DOLLAR VALUE OH AA” from “DOLLAR
VALUE ASSETS.” Note: This calculation will result in items that are unserviceable
and for on-hand provisioning. The dollar value that results from this calculation should
not be manipulated but should be recorded as unserviceable items.

Note the results of the calculation from Step 1.5.

Pull the Weapons System Management Asset Report of the Consolidated Asset Listing
(Report 0787 Summary).

Refer to the row “ON HAND AF.”

Sum all columns in this row- SAC-1 D or L, SAC-2, and SAC-1 OTHER to derive a
total dollar value for “ON HAND AF.” (In the row ON HAND AF, add column
A+B+C.)

Add the total from Step 1.9 to the total from Step 1.6.

Enter the total from Step 1.10 into the “Excess/Unserviceable/Obsolete” column on the
data call template. This will be added to the total of Excess items that were previously
calculated.

The valuation procedure for each category of OM&S is to disclose the amount reported in the inventory
system; the allowance for gains (losses) on OM&S, if any, the net book value; prior year OM&S amount;
and the method used to value OM&S. The amounts identified, Allowance for Gains and Losses in
OMA&S, represents the adjustment that is required to arrive at the historical cost reported.
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The Inventory and Related Property line item is reported to the Marine Corps balance sheet through
SABRS and also input from a data call by the Department of Defense Reporting System — Data
Collection Module, which originates in the Department of the Navy (DON). OM&S data is reported from
the Supported Activities Supply System (SASSY) directly to SABRS. Data for Ammunitions is reported
through data call from the Asset Tracking for Logistics and Supply System Phase | and Phase |1
(ATLASS | and ATLASS II), and the Ammunition Integrated Management System (AIMS). The
Inventory and Related Property line item includes disclosures in Note 9. Refer to section 7.3.5 Preparing
Notes to the Financial Statements.

General Property Plant and Equipment

The General Property, Plant and Equipment line item on the balance sheet represents approximately
21.3% of the total assets category reported on the balance sheet.

General Property, Plant, and Equipment (PP&E) is defined as any capitalized PP&E used in providing
goods and services; or in support of entity mission. General PP&E has the following characteristics and
uses:

= Alternative purposes (i.e. by other Federal programs, state or local government, or
nongovernmental entities) but used to produce goods or services or to support the mission of the
entity.

= Significantly self-sustaining activity that finances a continuing cycle of operations through the
collection of revenue.

= Entities whose costs can be compared to other entities performing similar activities.

The General PP&E line item consists of real property, personal property and military equipment. Real
property represents approximately 40.7 % of the PP&E line item. Personal property represents
approximately 0.4% of the PP&E line item. Military equipment represents approximately 58.9% of the
PP&E line item.

Real Property consists of lands, buildings, structures, utilities systems, and improvements. Real property
includes equipment attached to and made part of buildings and structures (such as heating systems) but
not movable equipment (such as plant equipment).

Personal Property is defined as those items used, but not consumed, to produce goods or services in
support of the Marine Corps’ mission. Personal property includes general equipment, internal use
software, military equipment, and other items used by the Marine Corps. Personal property does not
include: inventory items, operating materials and supplies, or items of an historical nature.

» Internal Use Software is software that is purchased from commercial vendors "off-the-shelf,"
internally developed, or contractor-developed to meet an entity's internal or operational needs
solely. Essentially, Federal entities purchase commercial "off-the-shelf" (COTS) software, hire
contractors to develop substantially all of the desired software (contractor-developed), or develop
software internally using their own employees, with or without a contractor's assistance
(internally developed). Internal use software is categorized as General PP&E because the cost of
licenses and implementation/integration fees generally exceeds $100,000. Software that does not
meet the $100,000 capitalization threshold is accounted for within the OM&S portion of the
Inventory and Related Property line item.
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Military Equipment, formerly known as “National Defense PP&E,” is now classified as General PP&E.
Military Equipment includes the PP&E components of weapon systems and support PP&E that is owned
by the DoD or its Component entities for use in the performance of military missions.?

Heritage Assets are PP&E that have historical or natural significance, cultural, educational, or artistic
importance, or significant architectural characteristics. Multi-use heritage assets serve two purposes by
providing reminders of our heritage and by being used in day-to-day government operations unrelated to
the assets themselves. Heritage assets may be museums, monuments/memorials, cemeteries,
archeological sites or buildings on the National Registry of Historic Places, as well as military artifacts.
Examples include the Santa Margarita Ranch House, the Mokapu Burial Area, medals, and historic
weapons. Heritage assets are reported in the Marine Corps Artifact Management System (MCAMS).

Sewardship Land is land owned by the Federal government that resembles General PP&E, but does not
have a readily determinable value that would make it General PP&E and does not have the characteristics
of a heritage asset. Stewardship land is also reported into MCAMS.

The following table provides additional details for the various categories and classes of General PP&E.

ServicelLife
. (based on the . Real or
PP&E Ao Valuation Reporting
Asset Class Description DoD standard Per sonal
Category Method recovery System
periods)
General Land The solid part of the surface  Acquisition N/A iNFADS Real
of the earth not including Value
natural, deplete able
resources, used by DoD to
carry out its mission,
usually for a period of time.
General Buildings, A structure that has a roof Net Book 20-40 years iNFADS Real
Structuresand  and walls and stands more Value
Facilities or less permanently in one
place, used by DoD to carry
out its mission, usually for a
period of time.
General Leasehold Physical enhancements Net Book Lease Term iNFADS Real
Improvements  made to property by or on Value
behalf of the property’s
lessee.
General Assets Under  An agreement conveying Net Book Lease Term Marine Corps Real
Capital Lease  the right to use Property, Value not reporting
Plant or Equipment, usually
for a stated period of time
General Construction Active, on-going Acquisition N/A iNFADS Real
in Progress construction, not Value
substantially complete for
its intended use for a period
of time. The USMC
construction in progress is
only reported in the DON
statements.
General Internal Use Software that is purchased Net Book 2-50r10years DPAS Personal
Software from commercial vendors Value
“off the shelf”, internally or
developed, or contractor
developed, solely to meet
the entity’s internal needs.
General General Non-deployable, Net Book 2-50r10years DPAS Personal
Equipment commercial “off the shelf” Value
property
General Military Weapons systems used by 5-10 years CAMS-ME Military

2 http://www.acq.osd.mil/me/valuation.htm.
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Equipment military departments, and Equipment
the Maritime
Administration’s Naval
Defense Reserve Fleet
Ships
General Other All items not evaluated as Net Book N/A N/A Personal
one of the previous Value
categories
Heritage Heritage Possess one or more of the No valuation Indefinitely MCAMS Real/Personal
Assets Assets following: (i) historical or on original
natural significance; (ii) structures,
cultural, educational or reported in
aesthetic value; or (iii) terms of
significant architectural physical units,
characteristics. Heritage not dollars.
Assets may be museums, Improvements
monuments/memorials, on Heritage
cemeteries, archeological Assets are
sites or buildings on the reported at
National Registrar of acquisition
Historical Places. value.
Examples include the
Pentagon, Smithsonian
Institute, and Arlington
Cemetery.
Stewardship ~ Stewardship Public domain, set aside and ~ Reported in Indefinitely DON reporting  Real
Land Land donated land, such as terms of acres
forests, parks and land used  not dollars
for wildlife.

Table 7: General PP& E Categories.

The Marine Corps only reports personal property balances for inclusion in the balance sheet. All real
property (land, building, structures, facilities, and construction in progress) is reported by the Department
of the Navy (DON) for inclusion in Marine Corps balance sheet. Military equipment is reported by DoD
for inclusion in the Marine Corps balance sheet.

Personal property, also referred to as Garrison Property, is composed of items used but not consumed.
These items may include:
o office equipment
e industrial plant equipment
e vehicles
material handling equipment
automated data processing (ADP) equipment
government leased assets (capital or operating)
weapons and weapon systems
e support equipment

Personal property does not include inventory items (land, buildings, and structures), or items of an
historical nature.

The Marine Corps has traditionally used a data collection module (DCM) for collecting personal property
data for input into the financial statements. During FY 2006, DFAS-KC and the Marine Corps
implemented an interface between the Defense Property Accountability System (DPAS).

DPAS is a system that is managed by the DFAS, specifically the Defense Supply Center in Columbus,
Ohio. DPAS serves the Marine Corps as a branch of DON.

The DFAS analyst initiates an interface between DPAS and SABRS quarterly. Following the interface,
SABRS generates an error report and reconciliation report. The DFAS analyst will submit the
reconciliation reports via email to LFS 1. The LFS 1 Program Manager will work to correct errors and
make applicable changes in DPAS.
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PP&E depreciation is reported during the DPAS/SABRS interface. Information on the following data
elements are provided for PP&E depreciation: (1) Beginning Balance, (2) Addition of Current Year
Depreciation, (3) Reductions to Accumulated Depreciation, (4) Revaluation, (5) Acquisitions, (6)
Transfers In, (7) Sales, (8) Disposals, (9) Transfers Out, (10) General PP&E Revaluation, (11) Prior
Period Adjustments, and (12) Ending Balance.

The General PP&E line item is reported to the Marine Corps balance sheet through input from SABRS as
well as input from data calls. RFA performs a reconciliation of the interface between SABRS and DPAS.
Details of these reconciliation procedures can be found in Section 8.0. Reconciliation and Review of
Financial Information. System generated data is reported to SABRS from the Defense Property
Accountability System (DPAS). Data calls are reported to DFAS-KC for inclusion in the financial
statements from DON and DoD.

The General Property Plant and Equipment line item includes additional disclosures in Note 10. Refer to
section 7.3.5 Preparing Notes to the Financial Statements.

I nvestments

The Marine Corps does not report investments on the balance sheet. The Investment line item is reported
at the Department of the Navy level and is not applicable to the Marine Corps balance sheet.

Other Assets

The Other Assets line on the balance sheet represents approximately 1.4% of the total assets category
reported on the balance sheet.

Other assets are defined as entity assets that are not classified as intragovernmental and are not included
on the Other Asset line items. Advances and prepayments should be included in this line. The following
represents examples of items to be reported on the Other Assets line item:

= Advances and prepayments made to nonfederal entities
= Value of outstanding civilian and military pay and travel advances
= Value of outstanding progress payments made to contractors under fixed price contracts

The Other Assets line item is reported to the balance sheet by the Standard Accounting, Budgeting, and
Reporting System (SABRS). The Other Assets line item includes additional disclosures in Note 6. Refer
to section 7.3.5 Preparing Notes to the Financial Statements.

Total Assets
Liabilities

The OMB Circular A-136 defines a liability as a probably future outflow or other sacrifice of resources as
a result of past transactions or events. Financial statements shall recognize probable and measurable
outflows or other sacrifices of resources arising from (1) past exchange transactions, (2) government-
related events, (3) government acknowledged events or (4) non exchange transactions that, according to
current law and applicable policy are unpaid as of the reporting date. Liabilities must be recognized when
they are incurred regardless of whether they are covered by available budgetary resources. Combine
liabilities covered by budgetary resources and liabilities not covered by budgetary resources on the face of
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the balance sheet. Disclose liabilities not covered by budgetary resources in the notes to the financial
statements.

I ntragovernmental Liabilities

Intragovernmental liabilities are claims against the Marine Corps by other Federal entities.
Intragovernmental liabilities are reported separately from claims against the Marine Corps by nonfederal
entities. The Intragovernmental liabilities category represents approximately 19% of the total assets
category.

Accounts Payabl e | ntragovernnmental

The Accounts Payable — Intragovernmental line item on the balance sheet represents approximately 34%
of the total intragovernmental liabilities category and 6.5% of the total liabilities category.

Accounts payable (AP) are defined as the amounts owed by a Federal entity for goods and services
received but not yet paid. Examples of AP are goods and services received from contract performance,
rents due to other Federal entities, and interest payable as a component of a liability or interest payable
under the Prompt Payment Act. All other interest, penalties, and administrative fees are not applicable to
intragovernmental payables.

Accounts payable should be supported by documentation that shows the basis (i.e. receiving report that
shows quantities received and accepted) for the amount recorded as a payable and the terms upon which
payment is to be made. All economically justified discounts offered by vendors should be taken.

The Accounts Payable Intragovernmental line item consists of the following types of payables. Each
payable category is discussed in the table below.

Accounts Payable Line |tem Descriptions

Accounts
PayableLine Description
Item

Accounts Amounts owed to United States (U.S.) Government agencies for goods and services received but for
Payable- which payment will be made in the current fiscal year.

Government-
Current

Accounts Amounts owed to U.S. Government agencies for goods and services received but for which payment will
Payable- not be made in the current fiscal year.

Government-
Noncurrent

Claims Payable | Adjudicated claims against the DoD, which have not been paid.

Disbursements | Outlays transmitted to a designated disbursing office by an accounting activity but have not been
in Transit processed by that disbursing office.

Accrued Interest that accrues on borrowing and overdue accounts with the passage of time and is not due until a
Interest Payable | later date.

Table 8: Accounts Payable Line Item Descriptions— I ntragover nmental

The Accounts Payable Intragovernmental line item is reported to the Marine Corps balance sheet by the
Standard Accounting, Budgeting, and Reporting System (SABRS). The Accounts Payable
Intragovernmental line item includes additional disclosures in Note 12. Refer to section 7.3.5 Preparing
Notes to the Financial Satement.

Debt
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Debt is defined as the amounts of borrowings from the U.S. Treasury, the Federal Financing Bank, or
other Federal agencies. The total intragovernmental debt should be provided, as well as, information
needed to understand the nature of debt. Explanations for material changes in debt reported for the
current period in comparison to the prior period amount must be included. The Debt line item is not
applicable to the Marine Corps balance sheet

Other Liahilities I ntragovernmental

The Other Liabilities line item on the balance sheet represents approximately 66% of the
intragovernmental liabilities category and approximately 12.6% of the total liabilities category on the
balance sheet.

The Other Liabilities — Intragovernmental line item is comprised of the following liabilities:

e Deposit Funds and Suspense Account Liabilities — This category represents approximately 34%
of the total Other Liabilities Intragovernmental line item.

e Disbursing Officer Cash — This category represents approximately 35% of the total Other
Liabilities Intragovernmental line item.

e FECA Reimbursement to the Department of Labor — This category represents approximately 16%
of the total Other Liabilities Intragovernmental line item.

e Other Liabilities — This category represents approximately 15% of the total Other Liabilities
Intragovernmental line item.

Other liabilities are defined as those liabilities not recognized in specific categories. This includes the
total amount due to Federal entities for other liabilities that are not included in other line items. The
following are examples of items which would be included on the Other Liabilities line item: deferred
credits, advances and prepayments received from other Federal entities for goods to be delivered or
services to be performed, deposit fund amounts held in escrow, and capital leases.

Information reported on the Other Liabilities line item should be relevant and information that is not
disclosed in the pre-specified liabilities categories. If comparative financial statements are presented, an
explanation of the reason for material changes in other liabilities reported on the balance sheet from the
prior period should be included.

The Other Liabilities line item is reported to the Marine Corps balance sheet through input from data calls
which originate from varying systems and agencies depending on the type of other liability. The Other
Liabilities line item includes additional disclosures in Note 15. Refer to section 7.3.5 Preparing Notesto
the Financial Statements.

Total Intragovernmental Liabilities

This line is a sum of the liabilities detailed above.

Accounts Payable Nonfederal

The Accounts Payable Nonfederal line item on the balance sheet represents approximately 19% of the
total liabilities line item on the balance sheet.

Accounts payable are amounts owed for goods and services received. Accounts payable include amounts
for:
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= Goods and other property purchased and received

= Services performed by employees, contractors, grantees, and lessors supported by contractor
invoices and other documentation that acknowledges receipt of service

= Amounts owed at the end of the accounting period under programs for which no further
performance or services by payees are required

Accounts Payable Line [tem Descriptions
Accounts
PayableLine Description
Item
Contract Amounts withheld from grantees or contractors pending completion of contracts. Not in SABRS.
Holdbacks
Accounts Amounts owed to non-Federal Government organizations for goods and services received but for which
Payable-Public- | payment will be made in the current fiscal year.
Current
Accounts Amounts owed to non-Federal Government organizations for goods and services received but for which
Payable-Public- | payment will not be made in the current fiscal year.
Noncurrent

Table 9: Accounts Payable Line Item Descriptions— Nonfederal

Accounts payable should be supported by documentation that shows the basis (i.e. receiving report that
shows quantities received and accepted) for the amount recorded as a payable and the terms upon which
payment is to be made.

The Mechanization of Contract Administration Services (MOCAS) is used for capturing DoD accounts
payable amounts for contract pay when a direct transaction flow does not exist between entitlement and
accounting systems. The objective of the MOCAS monthly report is to capture all MOCAS open
accounts payable records at a given point in time and reflect those amounts in monthly budgetary and
quarterly proprietary (financial) statements. Specific stages in the MOCAS report include receipts
unmatched to an invoice, receipts matched to an invoice, and Bureau VVoucher Invoices.

To ensure the MOCAS accounts payable output is a complete and reliable source for recording and
reporting liabilities, three general categories of payables have been identified that should be reported as a
public payable. The general categories and their subcategories are:

Commercial | nvoices

Commercial — a contractor’s invoice used in the private sector to bill for government received
items.

Service I nvoices — payments for services provided to the government such as maintenance,
storage or repair. These invoices usually require an administrative or procurement contracting
officer’s signature.

Refunds - internal MOCAS payment type for refunds to the contractor, i.e., discounts taken in
error.

Administrative Contract Officer — ACO approved (signature) invoices, no DD 250 is required.
Payments for services provided to the government such as maintenance, storage and repair.
Additional Supplemental Billing — a supplemental invoice for additional money after the
original invoice has been paid, i.e., a change in unit price usually from a contract modification.
M odification Not Billed — an invoice billing for a total amount of a modification which
authorizes the payment of a specific amount which was not previously billed and paid.
Termination Cost — cost incurred by the government for terminating a contract at the
convenience of the government.

26



Accounting and Financial Systems Branch (RFA) General Fund Financial Statement Preparation SOP

Procurement Contracting Officer — PCO approved (signature) invoices, no DD 250 is required.
Payments for services provided to the government such as maintenance, storage and repair.
Freight Char ges— payments for transportation charges to a contractor in accordance with the
terms of the contract.

Received But Not Billed — contractor re-invoices for the remainder of government accepted
delivery on a DD 250.

Financing

Progr ess Payments — payments made on the cost incurred by the contractor as work progresses
under the contract.

Perfor mance Based Payments (PBP) — payments based on specific performance actions being
accomplished. Performance is usually measured by objective, quantifiable methods;
accomplishment of defined events; other quantifiable measures of results. The Federal
Acquisition Streamlining Act (FASA) of 1994 included this provision for use of PBP as an
alternative to progress payments.

Commercial Item Financing (CIF) — same as Performance Based Payments except the item is
not government specific (i.e., commercial company can purchase the same item).

Bureau Voucher I nvoices— Cost reimbursement invoices.

The Defense Contract Audit Agency (DCAA) normally reviews and approves partial payment
vouchers under cost-reimbursement type contracts. Documentation is not required for payment
processing; however. The payment voucher should be annotated so that it can be properly
identified as a provisional payment.

The MOCAS files are generated from three databases — North, South, and West and consist of the
following accounts payable files.
1. Invoices Matched to Acceptance File
2. Unmatched Acceptances
3. Bureau Voucher Numbers (BVN) — an SF 1034 with a detailed summary of costs.
Contractors usually submit costs on a monthly basis and invoices are received early in the
subsequent month.
4. Prevalidated amounts
5. Contract Holdbacks

The monthly MOCAS accounts payable reports include the amounts for all acceptance and receiving
reports for which an invoice has not yet been paid, excluding the Multi-ACRN CLINS. Future
enhancements may allow for these payables to be included in the monthly MOCAS accounts payable
reports. The reports contain detail transaction level information for each shipment number. Additional
information included in the monthly MOCAS accounts payable report consist of progress payment
recoupment and prevalidated amounts related to specific appropriations. Calculations must be performed
in order to record and report the Net Accounts Payable amounts for each appropriation. For example, the
total accounts payable amounts already recorded during the MOCAS prevalidation process. The
calculations will vary for the accounting systems that post an accounts payable transaction during the
MOCAS prevalidation process and those that do not. The following are the calculations that should be
performed prior to recording the MOCAS accounts payable amount.

Calculation When Recor ding Accounts Payable During Prevalidation
ACRN Total minus Recoupment minus Prevalidated Amount = Net Account payable
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Calculation For Accounting Systems That Do Not Record an Accounts Payable During
Prevalidation
ACRN Total minus Recoupment = Net Accounts Payable

Contract Holdbacks do not factor in to the calculations for the accounts payable because they are
classified as “Other Liabilities” on the financial reports. For additional explanations and detailed accrual
procedures, including journal vouchers, refer to “The Mechanization of Contract Administration Services
(MOCAS) Accounts Payable Accrual Procedures” in Appendix | Source Documentation.

The Accounts Payable line item is reported to the Marine Corps balance sheet by the Standard
Accounting, Budgeting, and Reporting System (SABRS). Contract Holdbacks are reported via journal
voucher from DFAS-Cleveland. The Accounts Payable line item includes additional disclosures in Note
12. Refer to section 7.3.5 Preparing Notes to the Financial Statements.

Military Retirement Benefits and Other Employment Related-Actuarial Benefits

The Military Retirement and Other Employment Related Actuarial Benefits line item on the balance sheet
represents approximately 10% of the total liabilities line item reported on the balance sheet.

Entities that are responsible for the administration for pensions, other retirement benefits, and other post
employment benefits shall calculate and report these liabilities and related expenses. This line also
includes liabilities, assumptions used, and the components of expense for the period for pensions, other
retirement benefits, and other post employment benefits.

Military retirement benefits in this line represents the estimated present value projected for agency
administered pension, health insurance and similar plan costs requiring actuarial determinations of the
actual plan benefits, less net assets, if any based on: (a) service to date, (b) occurrences to date, and/or (c)
amounts earned or accrued to date. The portion of the military retirement benefits actuarial liabilities
applicable to the Marine Corps is reported on the financial statements of the Military Retirement Fund.
Additionally, the portion of health benefits applicable to the Marine Corps is reported on the DoD
Agency-wide financial statements.

Other employment related actuarial liabilities include the liabilities for post employment health and life
insurance benefits. Liabilities reported here include:

Federal Employees Compensation Act (FECA). Workman’s compensation is benefit coverage for death,
disability, medical, and miscellaneous costs for approved cases of on the job incidents. The Department of
Labor (DOL) computes the actuarial liability for workers’ compensation benefits.

Voluntary Separation Incentives Program (VISP). The Voluntary Separation Incentive Program is used
to accumulate funds to finance, on an actuarially sound basis, the DoD liabilities incurred under this
program. This program covers costs, including the salary and benefits, for qualified military personnel
who opt to separate under the program.

DoD Education Benefits Fund. The DoD Education Benefits Fund is designed to accumulate funds for
the Educational Assistance program. This program promotes the recruitment and retention of members for
the All Volunteer Forces program and the Total Force Concept of the Armed Forces and aids in the
readjustment of members of the Armed Forces to civilian life after separation from military service.

The Military Retirement Benefit and Other Employment line item is reported to the Marine Corps balance
sheet through data calls which originates from the Department of Labor (DOL) and Office of Personnel
Management (OPM).
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The Military Retirement Benefits and Other Employment Actuarial Benefits line item includes additional
disclosures in Note 17. Refer to Section 7.3.5 Preparing Notes to the Financial Statements.

Environmental and Disposal Liabilities

The Environmental and Disposal Liabilities line item on the balance sheet represents approximately 11%
of the total liabilities line item reported on the balance sheet.

The USMC reports environmental liabilities as nonfederal. Environmental liabilities are defined as the
costs to remove, contain, and dispose hazardous waste from property, plant, and equipment; and the costs
to remove, contain, and dispose of material and property that consists of hazardous waste at a permanent
or temporary closure or shutdown of an associated PP&E. Environmental liabilities are reported as
nonfederal.

Environmental Liabilities Categories

Subsection Description
Accrued Cost to correct past environmental problems that are funded under the Defense Environmental
Environmental Restoration Program (DERP).
Restoration
Other Accrued Costs to correct environmental problems that are not eligible under the DERP program. Does not
Environmental include the costs associated with compliance, pollution prevention and conservation programs.
Costs

Base Realignments | Cost to correct past environmental problems that are funded under the BRAC.
and Closure
(BRAC)

Environmental Relate to the final disposition of property, structures, equipment, munitions, and weapons.
Disposal of
Weapons Systems

Table 10: Environmental Liabilities Categories

Environmental and disposal liabilities are the final disposition costs of property, structures, equipment,
munitions, and weapons.

The Statement of Federal Financial Accounting Standards (SFFAS) No. 5 provides criteria for
recognizing a contingent liability and such criteria shall be applied to determine if cleanup costs should be
recognized as liabilities and/or disclosed in the notes. The SFFAS No. 6 supplements the liability
standard by providing guidance for recording cleanup costs related to general PP&E and stewardship
assets. The guidance applies to cleanup costs from Federal operations known to result in hazardous waste
that the Federal government is required to cleanup.

The USMC will be transitioning to the Navy’s Other Environmental Liabilities (OEL) reporting system
and the Navy’s process for identifying, estimating, and reporting non-DERP environmental liabilities.
The data call incorporates some aspects of the Navy’s OEL system, including categorization of
projects/units and a standardized process for developing OEL cost estimates. The environmental
liabilities data call submission is submitted electronically through the installation Comptroller. The
submission should include:

Workbook for Reporting Non-DERP Environmental Liability Estimates,

Cost estimate summaries for all non-DERP environmental liability

sites/projects.

c. Cost estimate element table for all non-DERP environmental liability
sites/projects.

d. Management/supervisory review and approval for all non-DERP environmental

liability sites/projects.

oo
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Documentation must be maintained for every non-DERP environmental liability site/project.
Additionally, every estimate must undergo a management/supervisory review.

The Environmental and Disposal Liabilities line item is reported through a journal voucher from a data
call initiated by DON. The Environmental and Disposal Liabilities line item includes additional
disclosures in Note 14. Refer to section 7.3.5 Preparing Notesto the Financial Statements.

Loan Guarantee

Loan Guarantee Liability is defined as the present value of the estimated net cash flows to be paid as a
result of loan guarantees for post-1991 loan guarantees. For pre-1992 loan guarantees, the amount of
known and estimated losses to be payable will be included. The present value of estimated net cash
outflows of the loan guarantees is recognized as a liability for outstanding guaranteed loans. The face
value of guaranteed loans outstanding and the amount guaranteed must be disclosed.

The Loan Guarantee Line is not applicable to the Marine Corps balance sheet.
Other Liabilities Nonfederal

The Other Liabilities line item on the balance sheet represents approximately 40% of the total liabilities
line category reported on the balance sheet.

The Other Liabilities Nonfederal line item is comprised of the following liabilities:

e Accrued Funded Payroll and Benefits represents approximately 15% of the Other Liabilities
Nonfederal line item.

e Nonenvironmental Disposal Liabilities-Excess/Obsolete Structures represents approximately 5%
of the Other Liabilities Nonfederal line item.

e Accrued Unfunded Annual Leave represents approximately 74% of the Other Liabilities
Nonfederal line item.

e Other Liabilities represents approximately 6% of the total Other Liabilities Nonfederal line item.

Other liabilities are defined as those liabilities not recognized in specific categories. This includes the
total amount due the Federal entities for other liabilities that are not included in other line items. The
following are examples of items which would be included on the Other Liabilities line item: deferred
credits, advances and prepayments received from other Federal entities for goods to be delivered or
services to be performed, deposit fund amounts held in escrow, and capital leases.

Information reported on the other liabilities line item should be relevant and information that is not
disclosed in the pre-specified liabilities categories. If comparative financial statements are presented, an
explanation of the reason for material changes in other liabilities reported on the balance sheet from the
prior period should be included. Change greater than 10% of the prior year ending balance is defined as a
material change.

The Other Liabilities line item is reported on the Marine Corps balance sheet through input from data
calls which originate from varying sources depending on the type of other liability. Accrued Funded
Payroll is reported from SABRS. The Other Liabilities line item includes additional disclosures in Note
15. Refer to section 7.3.5 Preparing Notes to the Financial Statement.

Net Position
The components of the net position section of the Marine Corps balance sheet are classified as follows.
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Unexpended Appropriations — Earmarked Funds/Other Funds

Unexpended appropriations are defined as the portion of the entity’s appropriations represented by
unobligated balances and unexpended obligations. The unexpended appropriations are adjusted and
calculated by instance of occurrence, as discussed in the table below.

Unexpended Appropriations

Unexpended
Appropriations Description
Adjustments
Increases Occur when appropriations or re-appropriations are received or unexpended appropriation
amounts are transferred in.
Decreases Occur as expenditure accruals using appropriated funds are recognized and recorded, and when

unobligated amounts are withdrawn, rescinded, or canceled.

Occur when previously appropriated and/or re-appropriated amounts are returned to the U.S.
Treasury or to another appropriation or fund.

Table 11: Unexpended Appropriations

The Unexpended Appropriations line item is reported to the Marine Corps balance sheet by the Standard
Accounting, Budgeting, and Reporting System (SABRS).

Cumulative Results of Operations— Earmarked Funds/Other Funds
Cumulative Results of Operations are defined as the net difference between:
= Expenses, losses, and transfers out from the inception of an agency or activity

= Financing sources (i.e., appropriations and revenue) and gains from the inception of an agency or
activity to the reporting date

Cumulative Results of Operations Adjustments

Adjustments Description

Increases Occur when the results of operations show an excess of financing sources and gains over expenses, losses,
and transfers out.

Decreases Occur when an excess of expenses, losses, and transfers out exist.

Other Adjustments to cumulative results of operations may also arise from such things as prior period

adjustments and distributions of the excess financing sources and gains, in accordance with law,
regulation or administrative designation.

Table 12: Cumulative Results of Operations

The cumulative results of operations are adjusted at least annually by the results of operations and by
other items, as listed described in Table 11.

6.2 Statement of Net Cost

The Statement of Net Cost represents the Marine Corps net cost of operations. It includes the gross costs
incurred by the Marine Corps, less any exchange revenue earned from Marine Corps activities. The
statement provides gross and net cost information that can be related to the amount of output or income
for the Marine Corps.
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6.2.1 Statement of Net Cost Example

Figure 3, Consolidated Satement of Net Cost, provides an example of the format and content of the
Marine Corps General Fund Statement of Net Cost. For illustrative purposes, the 2™ Quarter, FY 2007
financial statement is presented.

Department of Defense

Marine Corps - Marine Corps GF

CONSOLIDATED STATEMENT OF NET COST

For the periods ended March 31, 2007 and 2006
($ in Thousands)

2007 Consolidated 2006 Consolidated

Program Costs

Gross Costs $ 10,720,472 5 12,180,025

(Less: Earned Revenue) (258,156) (156,701)

Net Program Costs ) 10,462,316 5 12,023,324
Cost Not Assigned to Programs 0 0
(Less: Earned Revenue Not Attributable to Programs) 0 0
Net Cost of Operations ) 10,462 316 5 12,023,324

Figure 3: Consolidated Statement of Net Cost.

6.3 Statement of Changesin Net Position

Net position consists of unexpended appropriations and cumulative results of operations. The Statement
of Changes in Net Position presents the accounting items that caused the net position section of the
balance sheet to change from the beginning to the end of the fiscal year. Unexpended appropriations
represent amounts of authority which are unobligated and have not been rescinded or withdrawn.
Unexpended appropriations also represent amounts obligated but for which legal liabilities for payments
have not been incurred.

6.3.1 Statement of Changesin Net Position Example
Figure 4, Consolidated Satement of Changesin Net Position, provides an example of the format and

content of the Marine Corps General Fund Statement of Changes in Net Position. For illustrative
purposes, the 2™ Quarter, FY 2007 financial statement is presented.
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Department of Defense
Marine Corps - Marine Corps GF
CONSOLIDATED STATEMENT OF CHANGES IN NET POSITION
For the periods ended March 31, 2007 and 2006
($ in Thousands)
2007 Earmarked Funds 2007 All Other Funds
CUMULATIVE RESULTS OF OPERATIONS
Beginning Balances 5 383 5 12,456,806
Prior Period Adjustments:
Changes in accounting principles (+/-) 0 0
Comrections of errors (+/-) 0 1]
Beginning balances, as adjusted 383 12,456,806
Budgetary Financing Sources;
Other adjustments (rescissions, etc.) 0 0
Appropriations used 0 11,117 807
Monexchange revenue 0 0
Daonations and forfeitures of cash and cash equ 0 1]
and cash equivalents 0 0
Transfers-infout without reimbursement 69 1]
Other budgetary financing sources 0 0
Other Financing Sources:
Daonations and forfeitures of property 0 4]
Transfers-infout without reimbursement (+/-) 0 3533
Imputed financing from costs absorbed by others 0 34,208
Other (+/-} 0 o}
Total Financing Sources ] 11,155 648
MNet Cost of Operations (+/-) g 10,462,306
Net Change &0 603,342
Cumulative Results of Operations 443 13,150,148
UNEXPENDED APPROPRIATIONS
Beginning Balances 5 0 5 12,443 304
Prior Period Adjustments:
Changes in accounting principles 0 0
Caorrections of errors 0 1]
Beginning balances, as adjusted 0 12,443 304
Budgetary Financing Sources:
Appropriations received 0 23,681,134
Appropriations transfemred-infout 0 (10,461)
Other adjustments (rescissions, etc) 0 {17,975)
Appropriations used 0 (11,117,807)
Total Budgetary Financing Sources 0 12,534,791
Unexpended Appropriations 0 24 978,095
Met Position 443 38,128,243

Figure 4: Consolidated Statement of Changesin Net Position.
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Department of Defense

Marine Corps - Marine Corps GF

CONSOLIDATED STATEMENT OF CHANGES IN NET POSITION
For the periods ended March 31, 2007 and 2006

($ in Thousands)
2007 Eliminations

CUMULATIVE RESULTS OF OPERATIONS
Beginning Balances 5
Prior Period Adjustments:

Changes in accounting principles (+-)

Carractions of errors (+/-)

2007 Consolidated

Beginning balances, as adjusted

Budgetary Financing Sources:
Other adjustments {rescissions, etc.)

Appropriations used
Monexchange revenue
Donations and forfeitures of cash and cash equ
and cash equivalents
Transfers-infout without reimbursement
Other budgetary financing sources

Other Financing Sources:
Donations and forfeitures of property
Transfers-infout without reimbursement {=/-)
Imputed financing from cosis absorbed by others
Other (+/-)

Total Financing Sources
Met Cost of Operations (+/-)

Net Change

Cumulative Results of Operations

UNEXPENDED APPROPRIATIONS
Beginning Balances 5
Prior Period Adjustments:

Changes in account