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Business Financial Manager (BFM)

The BFM acts as the primary advisor to the PMA in the following areas*:

(  Business and Acquisition Strategy Development

(  Program Planning and Budget Formulation


- Develop program budget requests and justification material based on knowledge 
of programmatic requirements, cost estimates, and the statutory restrictions 
governing the use of appropriated and non-appropriated funds for each phase of 
the PPBS cycle.


- Assist in the interpretation of legislative guidance concerning program funding.


- Provide program / budget documentation in support of the DAB, CAIG, ERB, 
NPDM, POM, NALG, PMRs, and various budget reviews.


- Assist in the formulation of budget appeals to higher level review authorities.

(  Financial Management, Budget Execution and Accounting


- Develop and implement budget execution plans based upon program funding 
requirements and administrative/legislative constraints (i.e., continuing 
resolutions, withholdings, etc.)


- Prepare funding documents.


- Obligation/Expenditure tracking


- Evaluate program execution data and advise program manager on requirements 
for additional funding and/or identify sources of excess.


- Develop recommendations for reprogramming actions required to meet funding 
shortfalls and/or address realignment of funds.

(  Business Management


- Interface with PCO / ACO


- Contracts planning


- Monitor and analyze the contractor’s cost and schedule performance from 
C/SCSC and CPR data or currently referred to as EVM.


- Review and assess audit reports for findings that impact program funding 
requirements and total ownership costs (TOC).

(  Program Coordination


- Interface with SYSCOM, OPNAV, NAVCOMPT, GAO, etc.


- Input/presentation of briefs/reports to higher echelons


- Review proposed changes to/additions to regulations, policies, procedures, 
standards and instructions and assesses impact.

- Special projects as required

- Monitor program execution and planning for budget/execution implications.

* Actual BFM roles, scope, and breadth may vary widely by program and depend in large part on the needs of the Program Manager and/or Program Executive Officer. 

 Planning, Programming and Budgeting System (PPBS)
Description: Centralized planning and development process used to produce a realistic multi-year plan and a viable budget by: defining missions that support national strategy, identifying needs, and allocating resources to meet these needs.   Specific budget development/execution is accomplished in a decentralized and dynamic environment marked by keen competition for resources.

DoN PPBS Players:  

(  Department of the Navy:   SECNAV, CNO/CMC (USMC Develops own program and participates in Navy reviews, Navy Comptroller, Budget Submitting Offices.

(  Appropriation Sponsors: Exercise supervisory control over an appropriation and 
                            consolidate programmatic requirements into appropriations.  

                      Primary Navy appropriations and their sponsors are:



- Military Personnel, Navy (MPN)  N1
     



- Aircraft Procurement, Navy (APN) N88   


     
- Weapons Procurement, Navy (WPN) N86

      
- Shipbuilding & Conversion, Navy (SCN) N86


- Other Procurement, Navy (OPN) N82


- Operation & Maint, Navy (O&M,N) N82


- Military Construction, Navy (MCN) N4


- Research, Development, Testing & Evaluation, Navy (RDT&E,N) N091       

(  PPBS “Manager” (N80): Promulgates POM/PR schedule and guidance via POM serials.  Ensures compliance with guidance.  Sole service point of contact on PPBS.

(  Program/Resource Sponsors:  Translates approved force objectives into program requirements; prioritize program requirements within funding constraints; provide adequate program funding via a Sponsor Program Proposal (SPP) for approved programs; ensure SYSCOMs/PEOs are apprised of changing program requirements; support SYSCOM/PEO budget; support program rebalancing where appropriate; and provide overall program guidance/direction.  



PLATFORM




OPNAV CODE


Aviation





N88



Amphibious / Expeditionary


N85



General Surface




N86



Submarine




N87



SUPPORT


Manpower & Personnel 



Various



Logistics / Sealift
 / Shore



N4



Training & Doctrine



N7



Administration




N09B



Test, Evaluation & Technology


N091



Intelligence




N2



Medical





N093



C4I





N6



Oceanography




N096

(  Assessment Sponsors (N81, N1, N4, etc.): View across resource sponsor lines to ensure standard programming for common functions.  Prepare alternatives/options for the Investment Balance Review (IBR) and insure CINC concerns are addressed.

(  Requirements Officers:   Usually the OPNAV resource sponsor staff officer responsible for the link between the using commands, systems/developing commands, and OPNAV/SECNAV.  Prepares and justifies the Navy position on resource allocation within an assigned group of tasks broken out by Joint Mission Area or Support Area.  Active in all phases of PPBS.   Financial Manager (N82) and Office of  Financial Management and Budget (FMB) "dual-hatted" as financial arm of CNO for programming and assessment plus independent comptroller responsible for balancing budgets and execution.  Staffed to ASN. 

(  Program Offices:  Ensure technical and economic feasibility of approved program requirements; determine resources required to meet program requirements; provide alternatives to achieve changing program requirements; provide detailed budget estimates to support approved programs; ensure programs are executable; convert from program to appropriation category; apply latest contractual and pricing information; examine phasing of estimates; propose program rebalancing as needed; develop and submit budget exhibits; and keep sponsor apprised of  program status and provide programmatic impacts of budget reductions.

(  Customers (CINCs, Major Claimants):  Identify mission needs and requirements.  Provide input to the resource sponsors concerning their top issues.  Work with the program offices and the OPNAV requirements officers concerning ongoing programs.
PPBS Specifics:

Planning:   The Geo-political environment is assessed, and a strategy and policy for force planning guidance is developed, by defining a national military strategy that supports and protects national interests, projects future requirements (2 - 8+ yrs) and enables successful execution of strategy with constrained resources.
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(a)  President’s National Security Strategy (NSS): States political, economic and Defense 
strategies.


(b)  Joint Warfighting Capability Assessment (JWCA):  JCS led  mission area assessment 
process with oversight from the Joint Requirements Oversight Council (JROC).  Used as input for 


the Chairman’s Program Assessment/Recommendation.


(c)  National Military Strategy Document (NMSD): Builds on President’s NSS and provides 
force planning guidelines.


(d)  Service Strategy/Policy:  Builds on NMSD, ex: “Forward From the Sea”.


(e)  Defense Planning Guidance (DPG):  Prepared principally by USD (Policy) and 
reviewed by the Services, CINCs, and the Joint Staff, this document provides SECDEF Program 
Objectives Memorandum (POM) preparation guidance and essentially freezes planning for the 
POM build.


(f)  Program Objectives Memorandum (POM):  The POM is the principal programming 
document which details how a Service proposes to respond to assignments in the DPG.  

Programming:  Produces a mid-range plan that allocates resources guided by planning/ policy decisions via the POM and Future Years Defense Plan (FYDP).  The POM = Budget + FYDP.  POM years = 2 years of budget + FYDP.  Off-year Program Review (PR) updates POM.
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(a)  POM Serial #1: Issued by N80 every other year (even years) to start the process and to provide overall structure and guidance.  Additional guidance subsequently issued is serially numbered.  Program Review (PR) are issued on odd years and are basically a mini-POM.


(b)  CINC Maritime Concerns:  At CNO request, the unified commanders; CINCLANT, 
CINCPAC, CINCEUR, CINCSPACE, CINCSOUTH, CINCSOC, CINCCENT, CINCTRANS, 
CINCSTRAT; provide input concerning their top issues and concerns. 


(c)  Claimant Input:  The entities that must live with the POM “product” i.e.: the major budget 
claimants; Fleet Commanders, System Commands, and others such as BUPERS and CNET; 
provide input concerning their top issues to their resource sponsors.  The Sponsors address their 
resulting top 5 issues during the process.


(d)  Joint Mission and Support Area Assessments:  Concurrent Flag level, multi-sponsor 
reviews used to assess joint capabilities/ requirements, and support areas.  JMA working groups 


are coordinated by N81.


(e)  Wargames:  Decision process tool used to assist in the evaluation of priorities / requirements 
and trade offs.  Enables the assessment of capabilities vs DPG 
scenarios and strategic concerns.

(f)  Baseline Assessment Memoranda (BAMs):  Provides programming criteria (standard rates, max/min levels) for common functions such as Depot Maintenance/Mods, Logistics, and Base Operating Support.


(g)  CINC Integrated Priority Lists (IPL):  The CINC’s issue papers.  Not limited to a specific 
number of  issues.  Do not require offsets to be identified.  Forwarded via the cognizant Navy 
component command.  Issues addressed by the resource sponsors in CINC Annex of the POM.


(h)  Investment Balance Review (IBR):  Encapsulates/integrates mission and support area 
assessments, and serves as a bridge between the planning and programming phases. See below. 
N81 has lead and works closely with N80.
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(a)  Programming/Policy Guidance:  Provided from SECDEF via the DPG, OPNAV, and via 
POM serials containing guidance and procedural updates throughout the process.


(b)  Fiscal Guidance:  SECDEF distributes Total Obligational Authority (TOA)
controls for each 
year of the FYDP. 


(c)  Sponsor Program Proposals (SPPs):  Sponsors allocate resources to support Navy objectives 
within fiscal and manpower controls and make formal presentations to the Integrated Resource 
Requirements Review Board (IR3B).


(d)  Post SPP Assessments:  SPPs are evaluated to insure compliance with guidance, as well as for 
balance and consistency with CINC and other requirements.


(e)  OPNAV Internal “End Game” Review:  The IR3B; consisting of N8 plus Resource Sponsor 
2-Stars and CINC rep’s; review and program decisions, and issue SPP Adjustments (ZOWs).  The 
Navy Executive Steering Committee (ESC); consisting of the CNO, VCNO, and 3-Stars; then 
reviews and the CNO makes decisions on policy issues. CNO and CMC decisions form the 
Tentative POM (T-POM). 


(f)  SECNAV Review and Decisions:  The DoN Program Strategy Board (DPSB); SECNAV, 
USN, CNO, CMC, ASNs; reviews the T-POM and respond to CINC IPLs.  SECNAV decisions 
are incorporated and a final rebalancing is undertaken to meet DPG and Fiscal controls.
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(a)  SECNAV submits POM to OSD, establishing the “controls” and marking the starting point 
for the Budget.


(b)  OSD, JCS/CINCs review the service POMs, issues are reviewed, and a decision is made in 
the form of a DEPSECDEF Program Decision Memorandum (PDM).  PDM’s mark the end of the 


programming phase and approve the POM as modified therein.

(  Off-Year Program Reviews (PRs) are used to evaluate program changes between POM submissions.  Sponsors propose adjustments and NCB incorporates changes in the OSD budget 
estimate submission.  This procedure can take on different forms but essentially follows the same format as a POM.

Programming Tools:  Resources are tracked throughout the PPBS cycle via the FYDP, Resource Allocation Display (RAD), and by Program Element (PE).

(  Future Years Defense Program (FYDP):  The FYDP is the basic DOD programming tool and covers a six year horizon.  It is constructed to portray data by major force programs separated by Program Element (PE) and appropriation. It is updated several times during the PPBS cycle.  

(  Resource Allocation Display (RAD):  The RAD is a spreadsheet of FYDP data base sorted either by resource sponsor (odd numbered) or claimant (even numbered).  Displays funding by PE and has numerical sequence based on two year POM cycle.  Access is via WINPAT on OPNAV LAN.

(  Program Element (PE):  Seven digit number that indicates the type of program.  Assigned during the R&D stage of a program.  Additionally, R&D programs are assigned Project Unit Numbers, Procurement programs are assigned a Claimant Line Item (CLI).
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Budgeting:  The final phase of the PPBS process.  Translates programmatic decisions made during the programming phase into resource requirements in appropriations format.
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(a)  Summer Budget Reviews: Individual program budgets are aggregated and reviewed at 
approximately the same time as OSD is reviewing the Services’ POMs.  Intent is to internally 
address budget display / justification issues before submitting the BES to OSD in September.  
Budgets are based on programs and fiscal guidance contained in the respective POMs as submitted 
to OSD.


(b)  Budget Estimate Submission (BES):  With the issuance of the PDM, component/ Service 
budget baselines are update (a repricing or restructuring of the Services’ POMs) and submitted to 
OSD(C).


(c)  OSD / OMB Review:  Budget analysts within OSD(C) and the Office of Management and 
Budget (OMB) conduct a joint review of the BES.  The BES is reviewed to assess conformity with 
the PDM and other higher level guidance.  Cost factors, reasonableness of projections, the timing 
of related events, and uniformity of approach to items that effect more than one appropriation are 
also reviewed with program executability the primary concern.


(d)  Program Budget Decision’s (PBD):  Signed by the OSD Comptroller or DEPSECDEF, and 
are used to adjust the BESs submitted by the Services.  PBDs are related to the appropriations and 
budget activity structure and include the current year, the budget years, and an estimate of the 
resource impact on the four succeeding program years (outyears).    Services may reclama any 
proposed PBD marks, with majority of reclamas being unsuccessful.  After review of signed 
budget decisions, the Services have one last opportunity to identify issues serious enough to 
warrant a Major Budget Issue (MBI) meeting between the Service Secretary and SECDEF.  


Services are usually required to provide offsets to “buy back” programs cited as MBIs.

(e)  President’s Budget (PB):  Services revise their budgets to support the signed PBDs for 
inclusion in the President’s Budget.  Following a top line meeting with the President, the 
President’s Budget is finalized and is submitted to Congress through OMB by the first Monday in 
February.  The FYDP is updated to reflect the President’s Budget.  This ends the budget 
formulation phase of the PPBS and begins the Congressional enactment phase.
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Budget Formulation, Presentation and Review. Steps in the Process*:

(  Draft DPG completed. POM / PR process begins.


August

(  Defense and Fiscal guidance given to Military Depts.

November

(  CINC’s submit Integrated Priority Lists (IPL’s)


December

(  Claimant Issue Papers prepared/ submitted.


January/February

(  Baseline Assessment Memorandum (BAM) submit due to N80.
February

(  DoN Investment Balance Review (IBR) Brief to IR3B.

February

(  DoN Budget guidance issued.




March

(  SPP Build / Presentations.





March/April

(  POMs submitted / PR begins.




April/May

(  Exhibits are prepared and submitted via



May/July

    Syscom Comptroller to NAVCOMPT and OSD(C)

(  Exhibits are reviewed and analyzed.



July/August

(  NAVCOMPT Budget Reviews (including Q&As) are conducted.
July/August

(  NC Marks (Adjustments) are recommended.


July/August

(  Reclamas (Appeals) are submitted and reviewed.


July/August

(  Decisions made/ Meetings held to resolve outstanding issues.
August

(  SECNAV (MBI process) Presentation.



August

(  OSD Budget Guidance is issued.




August

(  Approved budget is submitted to OSD.



September

(  Exhibits are reviewed and analyzed.



September/October

(  OSD Hearings are conducted.




September/October

(  PBD’s/DMRD’s (Adjustments) are recommended.

October/December

(  Reclama’s (Appeals) are submitted and reviewed.


October/December

(  Decisions are made.





November/December

(  MBI meetings are held to resolve outstanding issues.

November/December

(  SECDEF discussion with President.



December

(  President’s budget is submitted to Congress.


February

(  Hearings (review).






February - June

(  Budget Committees complete action.



April

(  Congress passes concurrent resolution.



April

(  Authorization Committees complete action.


May

(  Congress passes authorization bill.




May

(  Appropriation committees complete action.


June

(  Congress passes appropriation bill.




September

(  New fiscal year begins.. If no appropriation bill by end 

October 1

    of the year, then continuing resolution is required.

* Dates are approximate and may vary from year to year.
Annual Comptroller Budget Review (ie: Summer / Fall Review)
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Key Documentation:  
(  Congressional Data Sheet (PB-32D Exhibit):  Prepared for each aircraft, missile, ship, and weapon line item requiring authorization for which a quantity or advance procurement is shown in the P-1 Exhibit for the current fiscal year and both biennial fiscal years.  It includes additional information not available in the other budget exhibits.

(  Procurement Exhibits (P-Forms):  Prepared to support the transition from the Service POM to the Service Budget for all procurement programs.  P-Forms provide detailed program information reflecting the FYDP and are submitted three times during the first year of the Biennial Budget: During the budget preparation; For the Service Budget Estimate Submission (BES) to OSD; and For the President’s Budget submission to Congress.

(  RDT&E Exhibits (R-Forms):  The R-1 document represents the official financial data base that provides a breakout of all RDT&E appropriations by program element, with an item nomenclature, budget activity, and dollars for prior, current, and budget year(s).  The R-2 and R-3 provide narrative of relevant programs, cost, and contract information.

(  O&M,N Exhibits (O-Forms):  The OP-32, Summary of Price and Program Growth; OP-05, Reconciliation of Increases and Decreases; and OM-6, Unfunded Requirements are examples of the O&M,N exhibits that must be filed.  

Budget Adjustments and Appeals:

(  Mark: A modification (reduction, increase, revision, item elimination) to a budget submission made by a budget review authority during the budget review process. 
(  Reclama:  Request for reversal of all or part of a budget mark.

(  Appeal:  Alternative term for reclama.  This term is primarily used during the congressional review phase.
(  Program Budget Decision (PBD):  A Secretary of Defense decision, in prescribed format, authorizing changes to a submitted budget estimate and the FYDP.
(  Appeals to Program Budget Decisions (PBD’s) normally have turn-around time of 72/48 hours.  After consideration of the appeals, OSD promulgates signed PBD’s.

Key document(s):
  Program Objectives Memorandum (POM)



  Program Decision Memorandum (PDM)



  Defense Planning Guidance (DPG)


                OSD/OMB Budget Submission



  President’s Budget

Key references:      NAVSO P-1000 (DoN Budget Guidance Manual)



  NAVCOMPT 7111 Series (published prior to each major budget submission)



  NAVCOMPT Notice 7120 Notice (contains specific budget review schedules)



  NAVSO P-2457 (RD&A Management Guide)
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Legislative Branch Budget Players:

(  Appropriation Committees:  Recommend, for House and Senate action, the amounts to be appropriated.  For those items that require authorization, it is intended that the appropriations committees approve funding that is less than or equal to the amount authorized.  Directly impacting DoD are the Appropriations subcommittees on Defense (Defense Appropriations Bills) and the Appropriations subcommittees on Military Construction (MILCON appropriation).

(  Authorization (National Security in House, Armed Services in Senate) Committees: Recommend annual authorization for funding and military end strength. These authorizations establish programs and set maximum program funding levels.  Authorization legislation does not permit funds to be executed.

(  Budget Committees: Recommend, for House and Senate action, a concurrent budget resolution that establishes overall targets for spending and revenues, and sets budget ceilings for the Defense and other 12 appropriation bills.  The appropriation bills may not exceed these ceilings without a 60 percent majority vote in Congress.

(  Conference Committees:  Comprised of members of the respective House and Senate committees (selected by the ranking majority and minority members of the committees).  Reconcile differences between similar measures passed by both chambers.

(  Congressional Budget Office (CBO):  Supports the Budget, Appropriation, and the revenue committees with fiscal and economic analyses.

(  Full House and Senate:  Vote on legislation forwarded from the full committee’s and from the conference of differences.

(  General Accounting Office (GAO):   Serves as Congress’s chief investigator, auditor, and program evaluator.  Issues legal opinions concerning the use of funds.  Settles claims and collects debts involving appeals of agency actions and certain questions of law.

(  Legislative Liaison:  Each service is represented by two legislative affairs offices.  One interfaces with the authorization committees as well as with individual members of Congress in regard to constituent issues.  The other office exists in the service’s comptroller organization and serves as the interface with the Appropriations committees.

(  Office of Management and Budget (OMB):  Operates executive budget system and advises President on budget issues.  Reviews proposed legislation and testimony to determine whether it is in accord with the President’s budget.  Apportions funds and oversees execution of the budget. 

(  Personal Staff:  Work directly for the individual members of Congress.

(  Professional/ Committee Staff:  Support each of the committees/subcommittees.
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(  Appeals to Congressional decisions are made in the form of a SECDEF Letter/ Appeals package consisting of Heartburn paragraphs prepared by DoN and in the form of Detailed Appeals with tables and narrative for each program marked by Congress.

DoD Appropriation Process and Related Information
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Appropriation Information/Guidance:
(  Appropriation: A statute that provides budget authority for federal agencies to incur obligations and to make payments out of the Treasury for specific purposes.  The four major appropriation types of funding used by the Navy are Procurement, Research & Development, Operations & Maintenance, and Military Construction.  Specifics follow:


Procurement Funds:  Finance the construction, procurement, production, modification,  and modernization of ships (SCN); aircraft (APN); and missiles, torpedoes, guns, targets, other weapons, and other ordnance and ammunition (WPN); ammunition for the Marines (PAM,MC); procurement Marine Corp (PMC);  other procurement for Navy (OPN) including administrative services performed at field activities or by contractors required to produce and deliver a usable item.  Funds support equipment, spare parts, support and training equipment, and industrial facilities and tools required for production and maintenance.

Procurement appropriations may NOT fund the following:


(a)  Salaries of Headquarters personnel or any field activity that receives institutional funding to perform missions such as:


- Policy development and guidance


- Management and distribution of resources


- Program performance review and evaluation


- Planning, Programming and Budgeting


(b)  Other direct expenses of Headquarters personnel or institutionally mission funded activity, such as:


- Travel, supplies and other support


- Equipment leasing and maintenance


RDT&E Funds:  Finance basic and applied scientific research, development, test, and evaluation, including maintenance, rehabilitation, lease, and operation of facilities and equipment.

The annual increment for any RDT&E program element or project is to be limited to the obligation authority necessary to cover all costs, both in-house and on contract, expected to be incurred to support work to be performed during a 12-month period coincident with the fiscal year.


O&M,N Funds:  Funds various logistics and maintenance support element expenses, not otherwise provided for and which can not appropriately be funded from procurement or research and development dollars, that are necessary for the operation and maintenance of the Navy and the Marine Corps.


Military Construction:  Appropriation funding the establishment or development of military installations and facilities, by acquiring, constructing, converting, rehabilitating, or installing permanent or temporary public works, including land acquisition, site preparation, appurtenances, utilities, and equipment.

APPROPRIATION DISTINCTIONS & RESTRICTIONS

                                            SCN, MILCON        APN, WPN, OPN, PMC
RDT&E,N        O&M,N, MILPERS
Available for Obligation
5 Years                        3 Years

  2 Years
         1 Year


Expires after 
                          10 Years                         8 Years                         7 Years                       6 Years

Funding Policy
            Fully Fund
      Fully Fund

Incremental
         Annual

Types of Cost

            Investment
      Investment
              Invest/Expense
         Expense

Reprogramming Threshold  (1)





Note (2)

       Note (3)

              Into Existing line
                                  $10 Million

$4 Million
      $20 Million


   New line

                                      2 Million

  2 Million


   Out-of-Line  (Up to the greater of:)
$10 Million or 20%
$4 Million or 20%     $20 Million

Level of Control

                                    Line Item

Program Element
       Budget Acty.


(1) Below threshold reprogramming is approved by the individual services and agencies if actions do not meet the criteria for prior approval, notification, or internal reprogramming.

(2) RDT&E,N: PEO approval up to $500K for ACAT I&II, Up to $4M for ACAT III & IV except Congressional / RD&A special interest items and between claimants.  RD&A approval for all others.

(3) O&M,N over $20M between BAs requires Congressional approval.  Under $20M between BAs requires NAVCOMPT approval.    Under $20M or 10% of AG requires NAVCOMPT approval (between Ags).    Between Project Units and SAGs requires NAVAIR approval.  Not more than $20M from certain high interest SAGs.

(4) Resource Sponsor should be aware of and support reprogrammings that impact the program significantly (i.e., quantity, capabilities or timing).

Appropriation and Budgeting Terms, Policy, and Documentation:

(  Activity Group/Sub-Activity Group (AG/SAG):  Further subdivisions of O&M,N appropriation budget activities to meaningful functional levels.

(  Advance Procurement:  Exception to DoD full funding policy.  Authority is provided in an appropriations act to obligate and disburse during a fiscal year from the succeeding year’s appropriation.  Used in major acquisition programs for advance procurement of components whose long-leadtime require purchase early in order to reduce the overall procurement leadtime of the major end item.

(  Allocation:  An authorization by designated official of a DoD component making funds available within a prescribed amount to an operating agency for the purpose of making allotments (i.e., the first subdivision of an apportionment). 

(  Apportionment:  The amount of the Congressionally appropriated funds actually made available by OMB to the effected agencies.  

(  Authorization:  An Act of Congress which permits a federal program or activity to begin or continue from year to year.  It sets limits on funds that can be appropriated, but does not grant funding which must be provided by separate Congressional appropriation.

(  Biennial Budgeting:  Intended to increase program stability by requesting two years of appropriation in one budget.  Originally requested by Congress, but never implemented.

(  Budget Activity:  Appropriations are divided into smaller accounts to classify in a meaningful manner the specific functions contained in the budget as approved by Congress.  In the accounting system, a budget activity is identified by a symbol called a subhead, or if necessary to subdivide the budget activity, multiple subheads.

(  Budget Authority (BA): The value of annual new legal authority to incur obligations.  Budget authority in most cases is provided by Appropriation.

(  Commitment:  A firm “administrative reservation” of funds by the comptroller in anticipation of future obligation.

(  Constant Year Dollars:  Relates costs in several years by removing the effects of inflation and showing all dollars at the value they would have in a selected base year.

(  Continuing Resolution:  Provides funds to continue government functions until regular appropriations are enacted.  Funds a minimum level of operations and some restrictions normally apply.

(  Cost Incurred:  The cost of actual work being performed.  Expenses are recognized when incurred without regard to the time of payment.  (ex: ordering of materials, signing of contracts, and application of labor).

(  Defense Budget Operating Fund (DBOF):  Revolving fund, designed to be self-sustaining, with divisions by service and unit cost or business area, used to finance the operations of designated business areas.  Work is generated by acceptance of customer orders.  The business area performs the work ordered and is reimbursed for costs incurred by the fund not the customer.   The fund is replenished when the customer’s work order is charged and the customer pays the bill to the fund.  Stabilized rates are established per unit of effort (work hours, product, etc.) on a fiscal year basis.  These rates represent break-even prices used to bill customers.  Fixed rates remain unchanged in the year of execution and serve as a base to match customer demand with cost of the programs expected to accomplish.  Two types of overhead rates (production, and General & Administrative) form a stabilized budget rate under this account which is then applied to every direct labor hour (military and civilian) worked on each product or service provided to customers.  Rate-setting is administered by the DoD comptroller.  An 11 Dec 96 letter implemented a DBOF Corporate Board decision paper eliminating DBOF and creating four separate working capital funds: Navy Working Capital Fund (NWCF), Army, Air Force, and Defense Wide.  Underlying mechanics of funds remain unchanged.
(  Deferral:  Occurs when budget authority for an appropriated program is held in reserve and is not apportioned to the program manager.

(  Execution Year:  Normally refers to the Fiscal Year (1 Oct - 30 Sep) of an appropriation when the funds are available for execution.

(  Expenditures:  Liquidation of obligations when checks are issued or cash disbursed.

(  Full Funding:  Rule that requires each year’s procurement and MILCON appropriation request includes funds estimated to be required to cover the total cost to be incurred in completing delivery of a given quantity of usable end items such as aircraft, missiles, ships, vehicles, ammunition, or facilities.  Deliveries must be completed within a one year period after first delivery on a particular contract is made (excluding MILCON).  Two exceptions to full funding exist: Advance Procurement and Multiyear Procurement.

(  Incremental Funding:  Funds required to cover costs expected to be incurred during a 12 month period of  time.  Required for RDT&E appropriation funded items.




Incremental funding vs. Full funding


Incremental Funding example:


Build and Test a prototype missile

FYX1
FYX2
FYX3
FYX4
Total


Incur Costs 


    
Design



   2.0
   3.0
    .5
    -


    
Build


    
     -
     -
  5.0
    -


    
Test



     -  
     .5           .1
     .2             


Total Costs


   2.0
   3.5
   5.6
     .2
  11.3



FY of Funding


   2.0
   3.5
   5.6
     .2


Full Funding example:


Procure 50 Production missiles*

FYX1
FYX2
FYX3
FYX4
Total



Incur Costs


Prime Contractor


   1.0
   3.0
   3.5
     .5



Guidance Section


     .5
   2.0
   2.3
     .6



Govt. Testing


     -
     -
     .5
     .2



Total Costs


   1.5
   5.0
   6.3
   1.3
  14.1



FY of Funding


 14.1


*Vehicles to be delivered December X3 - November X4

(  Line Item (Budget):  A specific program end item with its own identity (e.g., F/A-18D) subdivided from the budget activities in the procurement appropriation.

(  Multiyear Procurement:  An exception to DoD full funding policy.  A method of competitively purchasing up to 5 years requirements in one contract which is funded annually as appropriations permit.  Requires Congressional approval.

(  Obligation:  A liability incurred by the government such as a signed contract for goods or services.

(  Obligation Plan:  A written forecast of the planned month by month (Oct - Sep) financial execution of the program.  Required for each line item in Procurement and for each program element for RDT&E and each subhead in O&M,N.

(  Outlays:  Actual payment of cash from the U.S. Treasury.

(  Program Element:  Basic building block of the FYDP.  Defined as “an integrated combination of men, equipment and facilities which together constitute an identifiable military capability or support activity”.  The PE consists of 7 digits ending with a letter indicating the appropriate service.

(  Realignment of Funds:  To change the color of funding that was originally authorized and appropriated to accomplish the same intent of the funding.  Realignment is constrained by threshholds and must be authorized. 

(  Recission:  When budget authority for an appropriated program is canceled.  Annually OSD submits a Recission List of those items appropriated by Congress which were not included in the President’s budget and which DoD does not plan to execute.

(  Reprogramming:  Change in the application of funds within appropriations from the purposes originally contemplated and budgeted.  Constrained by dollar thresholds, new starts, special interest items, and other requirements.  Types of reprogramming actions include:  


- Congressional prior approval reprogramming:  Requires approval by SECDEF or Deputy SECDEF and the authorization and appropriation committees.  Applies to actions involving general transfer authority, major system procurement quantity increases, any new start, or items that are known to be or have been designated as matters of special interest to one or more committees, regardless of the dollar amount.


- Congressional notification reprogramming:  Requires approval by SECDEF or Deputy SECDEF.  The notification requests primarily involve actions meeting or exceeding dollar thresholds.  Senate Appropriations and Armed Services Committees require DoD to wait for their written approval before reprogramming funds.


- Internal reprogramming:  Requires approval by DoD Comptroller.  Creates an audit trail and documents reclassification actions that do not involve changes from the purpose and amounts justified in the budget presentations to Congress.  Ex:  Allocation and reallocation of the Environmental Restoration Defense appropriation among defense agencies for use on environmental projects.


- Below threshold reprogramming:  Approved by the individual services and defense agencies.  Includes all actions that do not meet the criteria for prior approval, notification, or internal reprogramming.

(  Supplemental budget:  Request to Congress for funds for current year costs that cannot be accommodated within existing resources.  Ex: FY91 Desert Shield Supplemental.

(  Then-Year Dollars:  Out-year dollars that factor in inflation projections.  Used during the budget process.  Also known as current year dollars.

(  Total Obligational Authority (TOA):  The value of the direct defense program for each fiscal year.  The term TOA has also been used to include unobligated balances from previous years which remain available for obligation.

(  Transfer authority:  Included in the language within the DoD appropriation act.  This grants the Secretary of Defense authority to transfer funds, with the approval of the OMB, between appropriations or funds in the current fiscal year.  Congress must be notified and the authority is constrained by dollar limitations and must be for higher priority items not denied by Congress.  Requests for transfers are handled as reprogramming actions.

NAVCOMPT/ OSD Obligation Rate Goals:           Expenditure Rate Goals:


RDT&E
WPN
  OPN
APN
O&M,N

  RDT&E
WPN
   OPN
APN
O&M,N

YR-1
    94%
  79%
    80%
  78%
   100%

    58%
   17%
35%
 18%
    81%

YR-2
  100%
  94%
    95%
  93%


    91%
  46%
71%
 46%
   97%

YR-3

100%
  100%
100%


    96%
   82%
    85%
    78%
      99%

YR-4






    98%
   92%
    94%
    91%
     100%

YR-5






    99%
   97%
    97%
    95%


YR-6






    99%
   99%
    98%
    98%


YR-7






  100%
  100%
  100%
   100%


Misappropriation and Excess Appropriation:
(  Misappropriation Act (Section 3678 R.S., 31 US Code 1301) requires that monies appropriated by Congress be used only for the programs and purposes for which the appropriation is made.

(  Anti-Deficiency Act (Section 3679 R.S., 31 US Code 1341-a & 1517-a):


- Prohibits making or authorizing an obligation in excess of the amount available in an appropriation or in excess of the amount permitted by agency regulations.


- Forbids the involvement of the government in any contract or obligation to pay money in advance of appropriations.


- Requires an administrative control system to keep obligations within the amount of the apportionment; and to enable the agency to fix responsibility for making obligations in excess of the apportionment.


- Person who caused the violation is subject to discipline which may include suspension without pay, job-loss, and criminal penalties including imprisonment.

Examples of Anti-Deficiency Act violations include:


- Clerical recording or reporting areas that result in an over commitment, over obligation, or over expenditure of funds in any appropriation.


- Trying to avoid an over expenditure by failure to post to accounting records; by delay in posting until funds are received; by not properly charging the appropriated fund; or by transferring charges or funds between accounts.


- An erroneous expenditure, citing your activities funds which is not corrected within 60 days. It becomes a valid obligation and expenditure against your available funds.  If such an expenditure exceeds your available funds, a violation occurs.

Key document(s):    DD Form 1414 (Base for Reprogramming Actions)  

                                DD Form 1415 (Reprogramming Actions)

                                DD Form 1416 (Report of Programs)

Key references:
   NAVCOMPT Volume 7



   NAVSO P-2457 (RD&A Management Guide)



   NAVAIR Acquisition Guide

                                DoD 7110.1-M

Acquisition Policy and Guidance
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Key Acquisition Oversight Players:  

(  Acquisition Corps:  A subset of a DoD Component’s acquisition workforce composed of selected military or civilian personnel in the grades of O4 or GS 13 and above.  There is one acquisition corps for each Military Department and one for the other DoD Components (including OSD and the Defense Agencies).

(  Acquisition Executive:  The single individual, within the Department and Components, charged with overall acquisition management responsibilities within their organization.  The Under Secretary of Defense (Acquisition and Technology (A&T)) is the Defense Acquisition Executive (DAE) responsible for all acquisition matters within the Department of Defense.  The Component Acquisition Executives (CAEs) for each of the components are the Secretaries of the Military Departments or Heads of Agencies with power of redelegation.  The CAEs, or designee, are responsible for all acquisition matters within their respective components.

(  Assistant Secretary of the Navy for Research, Development & Acquisition (ASN(RD&A):  Service Acquisition Executive (SAE) for the Navy, also known as the Navy Acquisition Executive (NAE).  Has full responsibility for all acquisition programs through PEOs, DRPMs, and the SYSCOMs.

(  Chief of Naval Operations Executive Board (CEB):  Chaired by the CNO and utilized to address issues still requiring resolution following an R3B or other forums.

(  Critical Acquisition Position (CAP):  Senior positions carrying significant responsibility, primarily involving supervisory or management duties, in the DoD acquisition system.  These positions are designated by SECDEF, based on the recommendations of the DoD CAEs, and include any acquisition position required to be filled by a GS-14 or above, or a O5 or above.  Also includes all Program Executive Officers (PEOs), Deputy PEOs; Program Managers and Deputy Program Managers for MDAPs; Program Managers of significant nonmajor programs; and Senior Contracting Officials.

(  Defense Acquisition Board (DAB):  The senior DoD Acquisition review board. Chaired by USD (A&T), Vice-Chair is the Vice Chairman of the JCS.  Members include CAE’s from each service, OSD(C), Director DR&E, Director PA&E, USD (A&T), and Director OT&E.  The DAB advises USD (A&T) on major decisions on individual ACAT 1D acquisition programs, specifically, and acquisition policies and procedures, generally.

(  DAB Overarching Integrated Product Team (IPT):  Composed of representatives from appropriate functional disciplines needed to support the DAB in the decision process.

(  Defense Resources Board (DRB):  Senior DoD resource allocation board.  Chaired by DEPSECDEF.  The DRB advises DEPSECDEF on major resource allocation decisions.

(  Direct Reporting Program Manager (DRPM):  Program Manager whose program is not part of a PEO or SYSCOM and who reports directly to ASN(RD&A).  Responsibilities and reporting requirements mirror those of the PEOs.

(  Integrated Program Team (IPT):  Also known as Integrated Product Teams.  A multidisciplinary team responsible, if at the program level, for supporting Program Managers in accordance with program cost, schedule, and performance guidelines.  ACAT 1 programs also have an Overarching IPT (OIPT) and Working-Level IPTs (WIPTs) with representatives from OSD, Joint Staff, and others involved in the oversight and review of a particular ACAT 1D or 1AM program.

(  Joint Requirements Oversight Council (JROC):  Chaired by the Vice Chairman, Joint Chiefs of Staff with the Vice Chief from each service as a member, conducts requirements analyses, validates mission needs and key performance parameters, and develops recommended joint priorities for those needs. The JROC advises the Chairman of the Joint Chiefs of Staff.  Reviews/ approves ACAT I MNS at Milestone 0 and the ORD at Milestones I thru III.

(  Milestone Decision Authority (MDA):  Office designated to make milestone decisions during the acquisition process.

(  Naval Air Warfare Centers (NAWC):  Provide engineering technical oversight to PMAs.  Have specialized labs to conduct Hardware-in-the-Loop (HWIL) and Software-in-the-Loop (SWIL) testing.  Conduct all developmental testing and provide analysis to support ORD development.  PMA tasks NAWCs via the IPTs. 

(  Navy Program Decision Meeting (NPDM):  SECNAV level forum for acquisition program milestone decisions and for other program reviews as required.  All acquisition programs scheduled for formal review or decision at the OSD level are reviewed first at a PDM.  Chair is ASN(RDA) and includes OPNAV and ASN members.

(  OSD Principal Staff Assistants (PSAs):  The PSA’s represent the user community in the functional area under their direction on acquisition and requirements matters.  The OSD PSAs are the Under Secretaries of Defense; the Director of Research and Engineering; the Assistant Secretaries of Defense; the DoD IG; the Assistants to SECDEF; and the OSD Directors, or equivalents, who report directly to SECDEF or DEPSECDEF.

(  Program Executive Officer (PEO):  Act for and exercise the authority of ASN(RD&A) to supervise directly the management of assigned programs, maintaining oversight of cost, schedule, and performance.  Responsible for all aspects of life cycle management for their assigned programs.  Report directly to the CNO and CMC, through the applicable SYSCOM commander, for matters pertaining to in service support.  Report directly to ASN(RD&A) for all matters pertaining to acquisition.

(  Program Manager (PM):  Individuals vested with the authority, accountability, and resources necessary to manage all aspects of their assigned program(s) from concept to disposal.

(  Resources and Requirements Review Board (R3B):  Meets, on average, twice weekly to discuss topics specified by the Deputy Chief of Naval Operations for Resources, Warfare Requirements and Assessments (CNO (N8)).  With respect to acquisition programs, the function of the R3B is to resolve major issues that still exist involving operational requirements, testing, and funding, prior to review at PDM’s and other special program reviews.

(  System Commander (SYSCOM):  Act for and exercise the authority of ASN(RD&A) to directly supervise management of assigned programs, maintaining oversight of cost, schedule, and performance.  Reports directly to ASN(RD&A) for all matters pertaining to research, development, and acquisition and to the CNO and CMC respectively for the execution of their non-development, non-acquisition logistics and operating forces support responsibilities.

Key Acquisition Documents and Terms:  

(  Acquisition Decision Memorandum (ADM):  A memorandum signed by the MDA that documents decisions made and the exit criteria established as the result of a milestone decision review or in-process review.

(  Acquisition Plan (AP):  Formal document reflecting the specific actions necessary to execute the approach established in the approved acquisition strategy and guiding contractual implementation.

(  Acquisition Program Baseline Agreement (APBA):  Document providing a summary of a programs key performance, schedule, and cost parameters that are the basis for satisfying an identified mission need.  The Acquisition Program Baseline (APB) has two components for each parameter - a threshold and an objective.  The user’s ORD is the source for performance threshold values and may be for performance objectives as well.  In most cases cost and schedule thresholds and objectives are developed by the PM.  An APBA is required for all ACAT programs at each milestone except MS 0.  The APB is developed and staffed by the Program Manager and is approved by the MDA.  

(  Acquisition Review Board (ARB):  Serves as the principal forum within the SYSCOM, PEO, or Direct Reporting Program Manager (DRPM) organizations for a comprehensive appraisal of ACAT programs that are proceeding to a milestone decision review at either the OSD or SECNAV levels.  It serves as the final milestone decision forum for other ACAT programs.

(  Acquisition Strategy:  Overarching strategy developed and updated by the Program Manager and approved through acquisition management channels.  Provides a road map on how the program will be managed and controlled throughout the acquisition process.

(  Advance Concept Technology Demonstrations (ACTD):  Means of demonstrating the use of mature technology to address urgent military needs.  Objectives are to gain understanding of and evaluate military utility before committing to acquisition; develop corresponding concepts of operation and doctrine; and rapidly provide operational capability. Funding is programmed to support two years in the field.

(  Automated Information System (AIS):  Combination of computer hardware and software, data, or telecommunications, that performs functions such as collecting, processing, transmitting, and displaying information.  Excluded are computer resources, both hardware and software, that are: physically part of, dedicated to, or essential in real time to the mission performance of weapon systems.

(  Commercial Off The Shelf (COTS):  Identical item used for both commercial and military application, produced on the same production line.  Modified COTS is used for military application and produced on the same production line as the commercial model.

(  Cost as an Independent Variable (CAIV):  Policy that requires cost to be viewed as an independent variable when establishing program objectives and making performance and schedule trade offs, in order to achieve a balanced set of goals, based on MDA guidance. 

(  Integrated Product and Process Development (IPPD):  A management technique that integrates all acquisition activities starting with requirements definition through production, fielding/ deployment and operational support, in order to optimize the design manufacturing, business, and supportability processes.  One of the key IPPD tenets is the use of IPTs.

(  Major Automated Information System (MAIS) Acquisition Program:   AIS acquisition program that has not been designated by SECDEF as a highly sensitive classified program, and that is: designated by ASD(C3I) as a MAIS, or is estimated to require program costs in any single year in excess of $30 million, total program costs in excess of $120 million, or total life-cycle costs in excess of $360 million, in FY-96 constant dollars.

(  Major Defense Acquisition Program  (MDAP):  An acquisition program that has not been designated by SECDEF as a highly sensitive classified program, and that is: designated by USD(A&T) as an MDAP, or estimated by USD(A&T) to require an eventual total expenditure for RDT&E of more than $355 million, or for procurement of more than $2.135 billion, in FY-96 constant dollars.

(  Major System:  A system is considered a major system if it is estimated by USD(A&T) to require an eventual RDT&E expenditure of $140 million, or for procurement, $645 million in FY-96 constant dollars.

(  Mission Need Statement (MNS):  Document prepared by OPNAV, or other military service organizations, describing current or projected capability deficiencies that could potentially result in a new defense acquisition program.
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(  Non-Development Items (NDI):  Any item of supply that is available in the commercial marketplace; Any previously developed item of supply that is in use by a department of the United States, a state or local government, or a foreign government with which the U.S. has a mutual defense cooperation agreement; Any item of supply described above, that requires only minor modification in order to meet the requirements of the procuring agency; or Any item of supply that is currently being produced but does not meet the foregoing requirement solely because the item is not yet in use or is not yet available in the commercial marketplace.

(  Operational Requirements Document (ORD):  A formatted statement containing performance (operational effectiveness and suitability) and related operational parameters for a proposed concept or system.
(  Performance Specification:  Include DoD performance specifications, commercial item descriptions, and performance-based nongovernment standards.  DoD Directive requires performance specifications to be used when purchasing new systems, major modifications, and commercial and nondevelopmental items.  If it is not practicable to use a performance specification , a nongovernment standard shall be used.  There may be cases when military specifications are needed to define an exact design solution because there is no acceptable nongovernment standard or because the use of a performance specification or nongovernment standard is not cost effective, not practical, or does not meet the user’s needs.  In these cases, the use of military specifications and standards is authorized as a last resort, with an appropriate waiver or exception from the MDA.

(  Source Selection Plan (SSP):  Written by the Program office and approved by the Source Selection Authority (SSA), it describes the organization and responsibilities of the source selection team and identifies the evaluation criteria and detailed procedures for proposal evaluation.

(  Specifications & Standards:  Specifications are documents used in procurement which describe the technical requirements for items, materials, and services.  Standards are a work measurement, any established or accepted rule, model, or criterion against which comparisons are made.
(  Statement of Work (SOW):  That portion of a contract which establishes and defines all nonspecification requirements for contractors efforts either directly or with the use of specific cited documents.
Acquisition Milestones and Phases:  The four major milestone decision points and the four phases of the acquisition process provide a basis for the comprehensive management and progressive decision making associated with program maturation.  Prior to a milestone review, a program must undergo a logistics review group (LRG) audit and obtain a certification that the program is logistically supportable.  Final approval for a program to pass a milestone and enter into the next phase of the acquisition process is decided by the Milestone Decision Authority (MDA), which differs depending on the ACAT level of the program.
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Milestone 0, Concept Studies Approval.  Authorizes entry into Concept Exploration. The MDA will specify minimum set of alternatives to be examined, the lead organization, exit criteria for Milestone I, and the funding for the study effort.

Phase 0, Concept Exploration.  Beginning after Milestone 0 approval, during this phase initial acquisition strategy is developed, system alternatives are proposed and examined, the initial APD is formulated, the ORD completed, FYDP funding is identified, a draft system specification prepared, exit criteria for Phase 1 are proposed, and preparation of the contract package (AP, RFP) for the next phase is completed.

Milestone I, Approval to begin a New Acquisition Program.  Approval for new program initiation and entry into Program Definition and Risk Reduction.  Acquisition strategy, concept baseline, CAIV objectives are approved. Exit criteria is established.

Phase I, Program Definition and Risk Reduction.  Previously known as DEM/VAL. Follows milestone I and consists of steps necessary to resolve or minimize logistics problems identified during concept exploration, verify preliminary design and engineering, build prototypes, accomplish necessary planning and fully analyze trade off proposals.  The ORD, Acquisition Strategy, APB, and cost estimates are updated.  Exit criteria for the EMD phase are prepared and the contract package (update AP, prepare RFP) for EMD is prepared.  Objective is to validate the choice of alternatives and to provide the basis for determining whether to proceed into Engineering & Manufacturing Development.
Milestone II, Approval to enter Engineering and Manufacturing Development (EMD).  Approves entry into EMD.  Acquisition strategy, development baseline, CAIV objectives, and LRIP quantities, if applicable, are approved.  Exit criteria is established.  Low rate initial procurement (LRIP) quantities are identified.

Phase II, Engineering and Manufacturing Development  (EMD).  Follows Milestone II.  The system/ equipment and the principal items necessary for its support are fully developed, engineered, designed, fabricated, tested, and evaluated.  The ORD, Acquisition Strategy, APB, and cost estimates are updated.  Logistics support/ deployment plans are finalized and the contract package (revise AP, prepare RFP) for production is prepared.  The intended output is, as a minimum, a preproduction system which closely approximates the final product, the documentation necessary to enter the production phase, and the test results which demonstrate that the production product will meet stated requirements.
Milestone III, Production or Fielding/ Deployment Approval.  Approves entry into Production and Deployment.  Acquisition strategy and production baseline approved.  Exit criteria established.

Phase III, Production, Fielding/ Deployment and Operational Support.  Follows Milestone III. Objective is to achieve an operational capability that satisfies mission needs.  Operational and support systems are procured; items are manufactured; operational units are trained and the systems are deployed.  Test and evaluation continues, product improvement program is energized if required, and operational and/ or support problems are identified.

Acquisition Categories:  All DoD acquisition programs (excluding highly sensitive classified programs) are placed into one of four acquisition categories (ACATs) at the time of program initiation (milestone I).  The ACAT categories are used to determine the level of a program’s milestone decision authority and the documentation requirements associated with the program. The program manager can appeal the ACAT designation that has been assigned to their program.


ACAT


Definition*


Milestone Decision Authority

I (D/C)

>$355M RDT&E, or


USD(A&T) for ACAT 1D




>$2.135B Production


ASN(RD&A) for ACAT 1C


IA (M/C)
>$30M single yr costs, or
 
ASD(C3I) for ACAT 1AM




>$120M total program cost, or
ASN(RD&A) 




>$360M total life cycle cost


II 

>$140M RDT&E or


ASN(RD&A)




>$645M Production


III

Programs not meeting the criteria
SYSCOM, PEO, PMA,




for ACAT I, ACAT IA, or & II.         except as directed 


IV

Programs for which ASN(RD&A)
SYSCOM, PEO, PMA




does not require or desire to retain




decision authority.

*  Dollars shown are FY-96 constant dollars, and are cumulative for the entire life, or anticipated life, of the program.  Programs not meeting the dollar thresholds may still be designated as ACAT I by USD (A&T), or ACAT IA by ASD(C3I).  Non  ACAT I or II programs may be designated as ACAT II by the CAE.

Hierarchy of Material Acquisition Alternatives (Order of Preference):  DoD directive requires that priority consideration be given to the most cost-effective solution over the system’s life cycle.  If existing U.S. military systems or other on-hand material cannot be economically used or modified to meet the operational requirement, an acquisition program may be justified and acquisition decision-makers should observe the following hierarchy of alternatives:


- Use or modification of existing commercially developed or Allied System


- Cooperative R&D program with one or more Allied Nations.


- New Joint-Service Program.


- New service-unique development program.

Acquisition Logistics Elements: 

Each of the following logistics elements constitute the support infrastructure that must be addressed (to include both hardware and software considerations) over the life of the system under both peacetime and wartime conditions:


- Maintenance Planning


- Manpower and Personnel


-  Supply Support: initial support (provisioning) and follow-on support (routine 
 
   replenishment).


- Support and Test Equipment


- Technical Data


- Training and Training Support


- Facilities:  required to operate and support the system


- Packaging, Handling, Storage, and Transportation


- Embedded Computer Resources Support


- Design interface: relationship of logistics design parameters to readiness and 
   
   support resource requirements.

Logistics concepts, terms, and definitions:
(  Continuous Acquisition and Life-Cycle Support (CALS):  CALS is a strategy to change manual, paper intensive defense system operations into an integrated, automated, acquisition, and support process.

(  Integrated Logistics Support Plan (ILSP):  A complete plan for support of the fielded system that provides detailed ILS program and its relationship with the overall program management.

(  Reliability, Availability, and Maintainability (RAM):

Reliability: Ability of a system and its parts to perform its mission without failure, degradation, or demand on the support system.


Maintainability:  Ability of an item to be retained in or restored to specified condition when maintenance is performed by personnel having specified skill levels, using prescribed procedures and resources, at each prescribed level of maintenance and repair.


Availability:  A measure of the degree to which an item is in the operable and committable state at the start of a mission when the mission is called for an unknown (random) time.

Test and Evaluation in the Acquisition Process:  

Fundamental purpose of T&E in a defense system’s development and acquisition program is to identify the areas of risk to be reduced or eliminated.  As a system undergoes design and development, the emphasis in testing moves gradually from development test and evaluation (DT&E), which is concerned chiefly with attainment of engineering design goals, to operational test and evaluation (OT&E), which focuses on questions of operational effectiveness, suitability and supportability.  Combined and concurrent development and operational testing is encouraged when appropriate.

The Test & Evaluation Master Plan (TEMP) is a document that details the overall structure and objectives of a test and evaluation program.  It identifies program schedule, test management strategy and structure, and required resources, as they relate to critical operational issues and technical parameters, minimum acceptable operational performance requirements, evaluation criteria and milestone decision points.  

Test and Evaluation Terms:

(  Low Rate Initial Production (LRIP):  “Production like” units produced a low rate for OPEVAL.  Full production commences following successful OPEVAL/ Milestone decision.

(  Technical Evaluation (TECHEVAL):  Evaluates systems design/ performance specifications and declares system certified for OPEVAL.

(  Operational Evaluation (OPEVAL):  Evaluates operational effectiveness/ suitability and gives OK for Full Rate Production (FRP).  Checks ORD compliance.
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Cost Review/Cost Estimation:
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Cost Review/ Cost Estimation Terms and Definitions:

(  Application of Inflation to the Financial Forecast:  Escalation indices are used in cost estimating to predict the impact of inflation on future costs.  These indices are provided by OSD/OMB to the Service Components.  Each separate appropriation has a unique set of escalation indices. Unless OSD/OMB has given prior approval of an exception to policy, components are required to use the proper indices for their specific appropriation(s) for all cost estimates and program/ budget development actions.  The two escalation indices used are described below:


-  Compound Index:  Relates the price level for each fiscal year to the first or base year of consideration.  Then, for future years, reflects the “compounding” of the yearly incremental price increase over the prior year. 


-  Composite Index: Whereas the compound index reflects only the effects of inflation, the composite index takes into account both the effects of inflation plus the timing of when cash is expected to be paid from the U.S. Treasury.  The composite index is used to convert a program office’s estimate from constant/ base year dollars to current/ then year (i.e. , escalated) dollars:



(   Constant/ Base Year Dollars:  Expression of a dollar that is tied to a 
specified fiscal year.  Refers to cost of a program item at a specified point in time.  
Does not account for inflation.



(   Current/ Then Year Dollars:  Reflect the effects of inflation and 
represents real purchasing power.  Budgets are shown in Current/ Then Year 
dollars.
(  Budgeting under full funding and the funded delivery schedule rule:  All funds required to complete delivery of each buy are budgeted and funded in the year of the planned contract award, regardless of the date of the actual delivery.  Additionally, the funded delivery schedule rule requires that starting from the time the first item on a contract is delivered, all other items associated with a given fiscal year procurement or lot buy, must be delivered within a 12 months.

(  Cost categories used in the DoD acquisition management decision process include:


Flyaway (Rollaway, Sailaway, etc.):  Cost of creating a usable end item of hardware/software.  Includes RDT&E funded costs and Procurement appropriation funded costs.


Development Cost: Includes RDT&E funded costs as defined in the Flyaway Cost.


Weapons System Cost: Includes procurement funded costs as defined in the Flyaway Cost.


Procurement Cost:  Procurement funded costs as defined in Weapons System Cost plus Initial Spares and Initial Repair Parts.


Program Acquisition Cost:  Includes RDT&E, Procurement, and MILCON appropriation funded costs. 


Operating and Support Cost:  Includes Operations and Maintenance, Procurement, Military Personnel, Military Construction, and other appropriations/ stock funds used to operate and support DoD acquisition programs.


Life Cycle Cost:  Considers “total cost” over “full life” of a program without regard to funding source or management control.  Included is research and development, all related procurement and military construction, production and deployment costs, all elements of operating and support costs, and disposal costs.  Studies have indicated that approximately 86 percent of eventual life cycle costs are pre-determined by MS II.
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(  Cost Analysis Improvement Group (CAIG):  Principal advisory group to the DAB on matters related to cost.

(  Cost and Operational Effectiveness Analysis (COEA):  An analysis of the estimated costs and operational effectiveness of alternative material systems to meet a mission need and the associated program for acquiring each alternative.

(  Cost estimate:  An evaluation / projection of future cost of hardware or services generally derived by relating historical costs, performance, schedule, and technical data of similar items or services.  Common methods of cost estimation include:


Analogy Method.  Requires that the estimator/analyst make a subjective evaluation relative to the similarities between the system of interest and a historic system.  Assuming an analogous system is available for comparison, this method is most appropriate early in the acquisition phase, when actual cost data for the system of interest or a large data base of like systems are not available.


Parametric Method.  Uses a data base of like elements and generates an estimate based on system performance or design characteristics.  This method is widely used because it can yield a multitude of quantifiable measure of merit and quality, and can easily account for changes in design, performance, and programmatic characteristics.  It requires a high quality, homogenous data base to be effective.


Extrapolation Method.  Uses actual or near actual data for the system of interest.  It is the preferred method of OSD and is probably the most accurate cost estimating method when available.  The uncertainty associated with this method is based, as with the analogy method, on the technical assessment of the differences between the prior system, typically prototype, and the current model under consideration.


Engineering Method.  The engineering or “bottoms up” method of cost analysis is the most detailed of all the techniques and the most costly to implement.  The analysis starts at the lowest level of definable work and has its greatest value once the design has stabilized and the system is in production.

(  Learning Curve:  The learning curve phenomena exists in repetitive processes and is primarily used to estimate or evaluate production costs associated with a system, whether by the government or contractor.  As the total quantity of units produced doubles, the number of hours (or the cost) required to produce the last unit of that doubled quantity will be reduced by a constant percentage of rate. The learning curve is greatly influenced by environment and assumptions about what is happening in that environment.

(  Scientific Wild-Assed-Guess (SWAG) & Wild-Assed-Guess (WAG):  Rough funding “guesstimate” figures.

Other Costs Requiring Analysis, Estimation, Appropriation Assignment & Review:

( Engineering Change Proposals (ECP’s) / Installation:










   Funded by
     -  Correction of contractor defects




   Contractor

     -  Changes & installation for undelivered production items
   Procurement

     -  Change kits for fleet aircraft, weapons, or other equipment         Procurement / OMN

    (including component installation)

     - Conversion / modification of R&D aircraft, weapons, or other
   Procurement

   equipment for fleet use and installation

    -  Development & testing associated with modifications that
   RDT&E

   increase performance

    -  Modification of test aircraft, weapon, or equipment to support
   Procurement

    production verification testing

(  Management Reserve (MR):  Most PMA’s will place the reserve where the risk is -- in the airframe line or support equipment or wherever it is needed.  There is no line item called “management reserve”.   Methods used to estimate MR include:


- Determine the area(s) of risk and add some percentage of the dollar value (e.g. 10% of the dollar value of the risk area).


- Add some dollar percentage to the entire forecast (e.g. 3% of entire fiscal year request).


- Follow agency guidelines.  Rule of thumb guidelines.

(  Management and Technical Support:









Funded by
     -  Program Management (responsibility / authority for overall     O&M,N

program planning and execution strategies) and associated CS

-  Technical Management (responsibility / authority for managing


 the execution of specific, program unique technical areas)

     - In-House Headquarters





O&M,N

     - In-House Field Activity (unless institutionally funded to          Procurement/RDT&E

perform the function)

     - Contractor Support - Headquarters or field activities
           Procurement/RDT&E

     - Technical Support (execution of specific, program unique        Procurement/RDT&E     technical tasks)


(  Product Improvement (PI):  Involves a change to existing systems or components which can either extend the useful military life or expand the system’s performance capability.  Funding Policy for Product Improvements: 
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Key document(s):
  Various.  See foregoing.

Key references: 
  DoD Regulation 5000.2-R (Mandatory Procedures for MDAPs & MAIS Acq. Programs)



  DoD Directive 5000.1 (Defense Acquisition)



  SEVNAVINST 5000.2 (Implementation of Defense Acquisition Mgt.  Policies, et.el.



  NAVSO P-2457 (RD&A Management Guide)

CONTRACTS
General Information:  DoD policy requires that the type of contract to be used be appropriate to all the facts and circumstances involved in a specific acquisition.  The main distinction among various contract types is in the degree of risk assumed by the parties and the division of the responsibility.  Federal Acquisition Regulation (FAR) requires that Contracting Officers promote and provide for full and open competition in soliciting offers and awarding government contracts.  The circumstances permitting other than full and open competition are cited in the FAR and require the submission of a Justification and Approval (J&A).

Contracting Terms and Definitions:

(  Change Order:  Written order authorized by the “Changes Clause” of the contract and signed by the PCO, directing the contractor to make a change without prior agreement.  It creates an “undefinitized” Government liability and the contractor may be entitled to subsequent equitable adjustment.

(  Contract Competition Methods:   Three types of contract competition exist, Full and Open Competition, Full and Open Competition after exclusion, and Other than full and open competition. 

(  Contracting Officer (CO):  A person with the authority to enter into, administer, or terminate contracts and make related determinations and findings.  The term includes any authorized representatives of the CO acting within the limits of their authority.  There are three types of CO’s though a single contracting officer may be responsible for duties in any or all of the following:


-  Procuring Contract Officer (PCO): responsible for all contractual activities from receipt of the initial procurement package, preparing and issuing the Request for Proposal (RFP), participating in the source selection process, and awarding the contract.


-  Administrative Contracting Officer (ACO): assumes responsibility for administering the day-to-day contractual activities after an award has been made.


-  Termination Contracting Officer (TCO): responsible for negotiating any termination settlements (termination’s for convenience/termination’s for default) with the contractor.

(  Constructive Change:  Oral or written act or failure to act by authorized Government official construed by contractor as having same effect as a written change order.  Must involve change in performance beyond minimum contract requirements, and word or deed by Government representative which requires contractor effort that is not a necessary part of the contract.

(  Justification and Approval (J&A):   There are seven exceptions to the policy of full and open competition.  Use of any one of the seven exceptions means that prior to signing a contract the contract file must be documented with a Justification and Approval (J&A) document.  The seven exceptions for other than full and open competition are:


- There is only one responsible, or limited responsible sources and no other property or service will do.


- Unusual or compelling urgency such that the government would be seriously injured unless sources are limited.


- A need to maintain an essential facility, producer, manufacturer, or supplier or for an essential educational, non-profit, or federally funded R&D center.


- Required by international agreement.


- When a statute authorizes or requires one source or for brand name commercial items for resale.


- National security compromised by unrestricted disclosure.


- Where agency head determines the necessity and notifies Congress, in writing, 30 days before award.

(  Request for Proposal (RFP):  A solicitation used in negotiated acquisition to communicate government requirements to prospective contractors and solicit proposals.

(  Source Selection:   Process wherein the requirements, facts, recommendations and government policy relevant to an award decision in a competitive procurement of a system/project are examined and the decision made. The PCO is the only person who can communicate with the offerors once the selection process has begun.  The selection process is generally interpreted to begin when the RFP is released.
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(  Source Selection Advisory Council (SSAC):   Serve as the SSA’s staff and advisors during the source selection process. The SSAC are individuals from the various functional disciplines with acquisition experience.  They analyze the results of the source selection evaluation board and prepare the SSAC proposal analysis report and the SSA justification.

(  Source Selection Authority (SSA):  The SSA is the official designated to direct the source selection process, approve the source selection plan and make the selection decision.

(  Source Selection Evaluation Board (SSEB):  The SSEB is a group of military and/ or government civilian personnel, representing the various functional and technical disciplines charged with the responsibility to evaluate proposals and develop summary facts and findings during source selection.  The SSEB decides whether the data presented is sufficient to make a judgment that the contractor is capable of meeting the Government’s needs.  If not, further communication is required with the offerors.  There are three kinds of written communication used during the source selection process - clarification, deficiencies, and amendments.  Clarification is required for the sole purpose of eliminating minor irregularities, informalities or apparent clerical errors in the proposal.  Deficiencies are used by the evaluators to record the parts of the proposal which do not meet the minimum requirements set forth in the RFP or represent an approach containing unacceptable risks.  Both clarifications and deficiencies are directed by the PCO to the specific contractor involved after they have been reviewed by the SSA or designee.  An amendment is the third type of communication.  It is a formal change to the RFP which all offerors receive.

(  SSEB Evaluation Report:  Forms the basis of the SSAC analysis.

(  Source Selection Plan (SSP):  Written by the program office, reviewed by the contracting officer, and approved by the SSA.  Typically consists of two parts.  The first part describes the organization and responsibilities of the source selection team.  The second part identifies the evaluation criteria and detailed procedures for proposal evaluation.

(  Supplemental Agreement (SA):  Contract modification based on prior agreement of parties regarding the change.  Equitable adjustment to contract cost or schedule as a result of the change is incorporated by the SA.

(  Termination for Convenience:  Unilateral government right, notice of termination must be in writing, no justification is required, may be partial or complete.

(  Termination for Default:  Government may terminate for default if contractor fails to: - make timely delivery, perform any other contract provision, make progress & thereby endangers performance.
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Types of Contracts:

Two basic categories of contracts: cost-reimbursement (where the government pays the cost, subject to limitations on allowability, allocability, and reasonableness) and fixed-price (where the government pays a price, subject to some fixed maximum “ceiling” amount if a sharing incentive is used.  Within these categories we find the common types of Firm Fixed Price (FFP), Fixed Price Incentive (FPI), Cost Plus Incentive Fee (CPIF), Cost Plus Award Fee (CPAF) and Cost Plus Fixed Fee (CPFF).

(  Fixed Price Contracts:  Place the greatest responsibility and risk on the contractor and are the easiest to administer.  They should be used when the risk involved is minimal or can  be predicted with an acceptable degree of certainty.  If a fixed price contract is contemplated for a development program for a non-major system expected to exceed $25 million (or exceed $10 million for a major system), certain approvals must be obtained.

Types of fixed-price contracts include:


- Firm-fixed-price.   Establishes a fixed-price for the product or service being procured which cannot be changed (unless scope is changed).


- Fixed-price incentive.  Provides for adjusting profit and establishing a final contract price by a formula based on the relationship of final negotiated total cost to total target cost.

Other types of Fixed price contracts includes Fixed-price with economic price adjustment, Fixed-price with prospective price redetermination, Fixed ceiling price with retroactive price redetermination, and Firm-fixed-price, level of effort term.

(  Cost-Reimbursement Contracts:  Provide for payment of reasonable, allocable, and allowable actual costs incurred plus a reasonable fee.  These types of contracts should be used when uncertainties involved in contract performance do not permit costs to be estimated with sufficient accuracy to use any type of fixed-price contract.  Cost type contracts can only be used when certain conditions exist.


- Cost.  Provides for reimbursement of cost but no fee.


- Cost-sharing.  The contractor receives no fee and is reimbursed only for an agreed-upon portion of allowable costs.


- Cost-plus-incentive-fee.  Provides for an initially negotiated fee to be adjusted later by a formula based on the relationship of total allowable costs, schedule or performance to total target costs, schedule or performance.  


- Cost-plus-award-fee.  Provides for a fee consisting of a base amount (limited to 3% of estimated cost) fixed at inception of the contract plus an award amount based upon a judgmental evaluation by the Government.


- Cost-plus-fixed-fee.  The contractor and the Government negotiate the estimated cost of performance for the requirements.  Based upon that estimate, a fixed fee is determined.   The contractor will receive that fee regardless of the actual cost to perform the work.  If the contractor’s actual costs reach the estimate and the government wants the contractor to continue work, the contracting officer must provide the contractor with funds with which to continue, but no additional fee.

(  Other types of Contracts and Agreements:  

-  Advance Acquisition Contracts (AACs):  Issued for certain items for which Congress has specifically appropriated long lead funds.  An AAC is an exception to the full funding policy and permits the contractor to proceed with effort, including planning and engineering, placement of orders for material and other production effort necessary to protect the required delivery schedule for the contract end items cited in the contract.  The use of AACs must be approved by the Milestone Decision Authority.


-  Agreements:  Two types of agreements exist, Basic Agreement and Basic Ordering Agreement (BOA).  Though Basic Agreements are not a contract they contain clauses applying to future contracts between the parties during its term and contemplates separate future contracts that will incorporate by reference or attachment the required and applicable clauses agreed upon in the basic agreement.  A BOA is similarly not a contract but contains terms and clauses applying to future contracts (orders) between parties during its term and a description, as specific as practicable, of supplies or services to be provided and methods for pricing, issuing and delivering future orders under the BOA.


-  Indefinite Delivery Contracts:  Used when the exact times and/or quantities of future deliveries are not known at the time of contract award.  Can be for: a definite quantity for a fixed period; for all actual purchase requirements for specific supplies or services during a specified period; or for an indefinite quantity within stated limits, of specific supplies or services during a fixed period.


-  Labor-Hour Contract:  Variation of a time and materials contract where only labor is purchased.


-  Letter Contracts:  A preliminary contractual instrument that authorizes the contractor to begin work prior to negotiation of specific terms.  It includes a ceiling price and a limitation of Government liability which is usually 50% of the ceiling.


-  Time and Materials Contract:  Specifies direct labor hours at a specified fixed hourly rate (including all overheads and profit) and materials at cost.  Hours and material can then be purchased up to a specified ceiling.

(  Contracting Methods:  Contracting methods include sealed bidding, competitive negotiated, noncompetitive, small purchases and the following special methods:


- Multi-year contracting:  Method used to procure more than one year’s, but not in excess of five years requirements (unless otherwise authorized by statute).  Can only be used when no-year or multiyear funds are available or when multi-year contracting is specifically authorized by statute.  


- Options:  A provision in a contract for additional supplies or services which the Government may elect to purchase unilaterally for a specified period of time.  The use of options must be justified in writing as the most advantageous method of fulfilling the Government’s need (price and other factors considered).  An option must be exercised “as is”.  It should not be given up without due consideration because it represents something of value to the Government.  Appropriate consideration for not exercising an option is very difficult and is sometimes impossible to obtain.


- Leader-Follower:  A developer or sole producer of a product or system is designated to be the leader company and to furnish assistance and know-how under an approved contract to one or more designated follower companies so that they can become a source of supply.


- Undefinitized Contract Actions (UCAs):  Any contract action for which terms, specifications or price are not agreed upon before performance begins.  Usually there will be a ceiling price.  The term applies to letter contracts, unpriced orders under BOAs, unpriced change orders, or ordering of provisioned items with ceiling prices.  It is Navy policy that the use of UCAs be limited to the maximum extent practicable and may only be used when: 1) the negotiation of a definitive contract action is not possible in sufficient time to meet the Government’s requirements and 2) the Government’s interest demands that the contractor be given a binding commitment so that contract performance can begin immediately.
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Key document(s):
  Procurement Initiation Document (PID)



  Request for Proposal (RFP)



  Contract Data Requirements List (CDRL)



  Procurement Planning Agreement (PPA)

Key references:      NAVAIR Procurement Initiation Document (PID) Guide



  Federal Acquisition Regulation (FAR)



  DoD FAR Supplement (DFARS)

Contractor Performance Measurement and 

Contract Management Reports:

Contractor Performance Measurement Terminology:

BCWS - Budgeted Cost for Work Scheduled (Planned Value)


BCWP - Budgeted Cost for Work Performed (Earned Value)


ACWP - Actual Cost of Work Performed (Actual Value)


EAC - Estimate At Completion (Government Estimate)


LRE - Latest Revised Estimate (Contractor Estimate)


BAC - Budget At Completion


CBB - Contract Budget Base (Total Authorized Work)


NCC - Negotiated Contract Cost


CTC - Contract Target Cost (Value of Negotiated Work)


TAB - Total Allocated Budget


MR - Management Reserve


PMB - Performance Measurement Baseline (BCWS + undistributed budget)

Cost/Schedule Control Systems Criteria (C/SCS) Applicability:
(  Per DODI 5000.2 C/SCS required for:


- Significant (> $70M RDT&E or >$300M Production, Then-Year $) 


   contracts and subcontracts (except FFP, Time & Material, and Level of Effort)


- Requires obtaining Cost Performance Report (CPR)

(  Below Threshold  (Non-FFP) Contracts require:


- Cost/ Schedule Status Report (C/SSR)


- Other reasonably objective reports

Typical Causes of Performance Variance:
(  Favorable Variances:  Technical breakthrough;  Cost of labor or material lower than planned;  Front end loading;  Overstatement of BCWP

(  Unfavorable Variances:  Poor initial planning or estimating;  Technical problems;  Cost of labor or material higher than planned;  Inflation; New labor contracts;  Work stoppage;   In scope contract requirements changes;  Increase in overhead rates

Performance Indices (Unfavorable < 1.0):

Cost Performance Index (Efficiency) -         CPI = BCWP/ACWP


Schedule Performance Index (Efficiency) -  SPI = BCWP/BCWS


Percent Complete -                                        BCWP (cum)/BAC


Percent Spent -                                               ACWP (cum)/BAC


To Complete Performance Indices - TCPI (LRE or EAC) = 





               Work Remaining/Cost Remaining =

                                                               (BAC - BCWP(cum)/(LRE or EAC -ACWP(cum)

                                                                          *Greater than 1 is considered unfavorable.


Estimate at Completion -  EAC1 = BAC/CPIcum   

            


      (Floor, assumes past performance continues)



                   EAC2 = ACWPcum + (BAC-BCWP(cum)/(CPIcum)(SPIcum)





      (Alternate method, factors in schedule performance)
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Variances (negative is unfavorable):

Cost Variance (CV) =                              BCWP - ACWP


Schedule Variance (SV) =                       BCWP - BCWS


Cost Variance Percentage (CV%) =        CV/BCWP


Schedule Variance Percentage (SV%) =  SV/BCWS


Variance At Completion (VAC) =           BAC - LRE   

Contract Management Reports:
(  Contractor Cost Data Reporting (CCDR): DoD’s primary means of collecting data on the costs that DoD contractors incur in performing DoD programs.  Data is used to establish reasonable estimates of the costs of ACAT I programs, and to other analytical requirements.  Not required for procurement of commercial systems or for non-commercial systems that are bought under competitively awarded FFP contracts.

(  Contract Funds Status Report (CFSR): Used to obtain funding profile (at price) on contracts over 6 months in duration.  Generally not applied on FFP contracts, funding should be > than $1.2M in FY96 constant $.

(  Cost Performance Report (CPR): Intended as a program management tool. Used to obtain contract cost and schedule performance information for use in making and validating program management decisions.  Provides early indicators of contract cost and schedule problems and the effects of management action taken to resolve problems affecting cost and schedule performance.  Contractor prepared and normally delivered monthly.  Used on contracts which require C/SCSC compliance.

(  Cost/Schedule Status Report (C/SSR):  Intended as a program management tool.  Contractor prepared and normally delivered quarterly.  Used on contracts which do not require C/SCSC compliance but which exceed $6M (FY-96 Constant $) in value and/or 12 months in duration.

Report
Frequency
FFP
FPI
CPIF
CPFF
DOD 5000.2

CFSR
Quarterly
X
X
X
X
Contract>$1.2M >6 mths

CPR
Monthly

X
X
X
C/SCSC: RDT&E >$70M, Prod >$300M

C/SSR
Monthly
X
X
X
X
Contract >$6M; >12 mths  No CPR

CCDR Cat I
Semi-Annual
X
X
X
X
ACAT I Programs, Contract >$2.4M



CCDR

Cat II
Semi-Annual

X
X
X
Selected contracts or specific line items within Category I

* All $$ in FY-96 Constant dollars unless otherwise specified.

Key document(s):
  Various. See foregoing.



  Performance Measurement Baseline (PMB)

Key references:
  DFARS



  MIL-STD 881B (WBS for Defense Material Items)



  Cost/Schedule Control Systems Criteria (C/SCSC) Joint Implementation Guide



  Cost/Schedule Management of Non-Major Contracts (C/SSR) Joint Guide



  DoDINST 5000.2 (Defense Acquisition Management Practices and Procedures)



  DoDINST 5000.2-M (Defense Acquisition Management Documentation and Report)   

Contract Administration

Defense Contract Management Command (DCMC):  A component of DLA. Provides worldwide contract administration services in support of DoD components, NASA, and other designated federal and international organizations via various DPRO’s and the DCMAO.  Organized into 3 U.S. districts and 1 international.  Mission is to:

( assure contractor compliance with cost, delivery, technical, quality, and other 
 
   terms of the contract.

( accept products on behalf of the government.

( provide program and technical support.

( ensure the contractor is paid.

Defense Plant Representative Office (DPRO): Approximately 50 to 200 DCMC personnel located in a large contractor’s plant.  

Defense Contract Management Area Operation (DCMAO):  Consists of approximately 300 DCMC personnel spread over a wide area some are located in the contractor’s plant.  Their workload is spread over many contracts.

DPRO/DCMAO Key Players:  

(  Program Integrator (PI) - leads the program support team

(  Administrative Contacting Officer (ACO) - appointed and warranted

(  CPM Monitor - POC for C/S related matters

Defense Contract Audit Agency (DCAA):  Separate and independent agency within DoD responsible for: reviewing the contractor’s accounting system for compliance with C/S system and data requirements and determining the accuracy and reliability of contractor financial data.

Memorandum of Agreement (MOA):  Developed between DPRO/DCMAO and the PMA/PMO as the basis for the contract surveillance plan.  It identifies key individuals and responsibilities, priority tasks and high risk areas, reporting frequency, due dates and content, identifies major/critical subcontractors.  A living document, it is to be updated as changes occur and reviewed at least annually.

Contracting Officers Representative (COR):  The COR is a qualified person appointed in writing by a procuring contracting officer (PCO) to serve as a liaison between the government and a contractor for technical aspects of a specific contract or an order under a contract.  The COR monitors the contractor’s performance and provides technical advice to the contractor and contracting officer.

Key document(s):
  Various

Key references:
  C/SCSC Joint Surveillance Guide

Funding Documents

(  Reimbursable Orders.  Written agreement between components of the federal government requiring the performance of work or services by one component and the ultimate payment thereof by the other component.  Requests for work or services from inter-agency components is accomplished through the NAVCOMPT Form 2276A, Request for Work and Service/Direct Citation.  The 2276A can be issued as a Work Request, Economy Order, (WR/WX), Project Order (PO/PX), or Request for Contractual Services (RC/RX) and can be accepted as reimbursable (WR/WX, PO/PX) or direct citation (WX, PO/PX, RC/RX) by the component providing the services or products.  Some Naval installations may not be authorized to accept the 2276 in which case the NAVCOMPT 2275 may be issued.  The DD Form 448, Military Interdepartmental Purchase Request (MIPR) is issued to request work or services from non-Navy DoD activities and can be accepted as reimbursable or direct cite.  The NAVCOMPT Form 2275, Interdepartmental Purchase Request (IPR) is issued to request work or services from any organization outside the DoD (including U.S. Coast Guard and NASA).  A Letter of Intent is sent to DBOF activities for procurement purposes when no other document will work.

Financial Databases
(  STARS (Standard Accounting and Reporting System):  The Navy’s accounting system.  Used as standard reference by Budget Analysts to track funds available, committed, obligated and expensed.  Continually updated, but 30-60 day lag is routine.

(  MOCAS (Mechanization of Contract Administrative Services):  The DFAS system which tracks vouchers and provides contractual information and dollar value, feeds STARS.

Key document(s):
  See above 

Key references:
  NAVCOMPTINST 7600.30 (WX, PX, RX)



  DoD FAR Supplement Part 208 (MIPR)



  NAVAIRINST 7030.5 (IPR)



  NAVAIRINST 7300.12 (Letter of Intent)



  NAVCOMPT Manual Vol. 5 (Letter of Intent)
  

Acquisition Reports
Selected Acquisition Report (SAR).  The SAR is a comprehensive status report on DOD major acquisition programs.  It provides key cost, schedule and technical information in a concise, summary form with emphasis on new information and changes since the last report.  Twelve of the reporting sections are forwarded to Congress.  Section thirteen is for internal DOD use and is retained by OSD.  The SAR is submitted annually, as of 31 December, with quarterly exception reports required only for a change of five percent or more in total program cost (then year dollars), or a change of six months or more in any SAR milestone.  In general, any system that falls within the criteria of a major system as stated in DOD Directive 5000.1, or is estimated to cost at least $200 million (FY 80) in RDT&E or $1 billion (FY 80) in procurement will be designated for SAR reporting.  Highly classified programs are excluded.  Waivers may be requested.  

Unit Cost Report (UCR).  The UCR is required to satisfy Congressional requirements for unit cost reporting of major defense acquisition programs.  It includes Program Acquisition Unit Cost (PAUC) in constant and current dollars, Current Procurement Unit Cost (CPUC) in constant and current dollars, and major contract information.  UCRs are submitted quarterly.  Whenever the Program Manager has reason to believe that either the PAUC, CPUC, or the cost of a major contract has, or will increase by more than 15% above a baseline established in the annual SAR, they will immediately submit a report with the same information as the UCR to the service secretary.  The baseline for PAUC and CPUC is reset each fiscal year.  The baseline for major contract cost is the contract cost baseline.  The service secretary will notify Congress, in writing, within 30 days of receipt of the Program Managers report or 60 days if the PAUC or CPUC increased by more than 25%.

Defense Acquisition Executive Summary (DAES).  The DAES Report is an internal DOD report which was created to alert senior DOD executive of potentially significant problems in SAR programs.  It is a highly formatted report intended to closely integrate the SAR and UCR reports.  The report is submitted quarterly on a rolling basis by all programs designated for SAR reporting.

Key document(s):
  See above

Key references:
  DOD 5000.2

Consulting Services

Consulting Services (CS) are defined as advisory and assistance services procured by contract from non-governmental sources to: (a) support and improve organizational policy development, decision making, management, and administration; (b) support program or project management and administration; (c) provide management and support services for R&D activities; (d) provide engineering and technical support services; or (e) improve the effectiveness of management processes or procedures.  CS is divided into three categories: Management and Professional Support Services (MSS); Studies, Analyses, and Evaluations (SAE); and Engineering and Technical Services (ETS). CS are a budget exhibit identified item in each budget submit.  

Key document(s):
  Statement of Work (SOW)



  Labor Category Descriptions

Key references:
  FAR


 
  NAVAIR PID Guide



  NAVAIRINST 4200.28 (COR)



  SECNAVINST 4200.27 (Proper Use of Contractor Personnel) 




  SECNAVINST 4200.31 (Contractor Services)

Foreign Military Sales (FMS)
Foreign Military Sales are the part of security assistance authorized by the Arms Export Control Act, as amended, in which the United States Government sells defense articles or defense services to an authorized foreign government or international organization.  All procurements, whether they be from DoD stock or through new procurement under DoD-managed contracts, are developed using a total package approach.  This ensures the recipient foreign country or international organization has the necessary support for the life cycle of the defense article procured. The majority of Foreign Military Sales are accomplished using a Letter of Offer and Agreement (LOA).  Funding for FMS programs can be cash, Direct Commercial Sales or by credit.  Only credit sales are subject to appropriations legislation.  Details for the financial management of Foreign Military Sales can be found in the FMS Financial Management Manual, Volume 15, DoD 7000.14-R.

Key document(s):
 

Key references:
  DOD 7290.3-M (Foreign Military sales Financial Management Manual

Foreign Cooperative Testing (FCT) Program
Objective is to test and evaluate conventional military equipment developed by U.S. allies and other friendly foreign countries with a view toward providing cost-effective foreign equipment alternatives to satisfy a valid requirement.  Additional goals are to reduce duplication in R&D, enhance standardization and interoperability, improve cooperative support, and promote competition and international technology exchange.  Normally projects approved for FCT will be funded by OSD for a two year period.  Funding for complex or high-cost systems may be provided for a longer period on an exception basis.  It is not the intent of the FCT program to promote foreign equipment ,when equally or more cost-effective U.S. produced equipment may be available.

Key document(s):
 FCT Candidate Nomination Proposal

Key references:
 DOD 5000.3-M (FCT Program Procedures Manual)

Navy Working Capital Fund (NWCF)

(TO BE ESTABLISHED)
WEB SITES

Know what is out there!

Acquisition Reform Homepage:
http://www.acq-ref.navy.mil
ASN(FM&C) FMO Homepage:
http://navweb.secnav.navy.mil/FMO/index
Code of Federal Regulations:
http://www.access.gpo.gov/nara/cfr/cfr-table-search
DFAR:



http://www.dtic.mil/dfars
DFAS Lane:



http://www.dfas.mil
DoD Directives:


http://web7.whs.osd.mil/dodiss/directives/direct2.htm
DoD FM Regulations:

http://www.dtic.mil/comptroller/fmr
DoD Installations Homepage
http://134.152.23.6/bss/sources/index.htm

DoD Instructions:


http://web7.whs.osd.mil/dodiss/instructions/instruc2.htm
FAR:




http://www.arnet.gov/far/
Federal Register Submissions:
http://www.whitehouse.gov/WH/EOP/OMB/html/fedreg.html

Federal Web Locator:

http://www.law.vill.edu/fed-agency/fedwebloc.html
Financial Management Course:
http://www.teleologicli.com/idea/fm
Financial Net:


http://www.financenet.gov/
GAO Comptroller General Decisions:
http://www.gpo.ucop.edu/search/gaocd.html
GAO Homepage:


http://www.gao.gov/
NAVAIR Congressional Affairs:
http://www.navair.mil/clo
NAVSUP Homepage:


http://www.navsup.navy.mil
Navy Financial Mgmt Regs:

http://navweb.secnav.navy.mil/guidance/guidance.html

OMB Bulletins:


http://www.whitehouse.gov.WH/EOP/OMB
OMB Circulars:


http://www.whitehouse.gov/WH/EOP/OMB
OMB Homepage:


http://www.whitehouse.gov/WH/EOP/OMB
SECNAV/NAVBUD Homepage:
http://navweb.secnav.navy.mil
Travel Regulations:


http://www.perdiem.osd.mil
US Code:



http://www.law.cornell.edu/uscode
Appendix C

GLOSSARY

A - C
A-11 BUDGET--A budget submission requirement directed by OMB Circular A-11 which applies to all executive branch agencies.  Used by the Comptroller of the Navy to compare DBOF costs and rates to the customer appropriation budgets and to adjust or mark estimated expenses.  Stabilized rates are a bi-product of the process.  Each industrial fund activity prepares an annual A-11 budget submission to be reviewed and approved by the management command, NAVCOMPT, OSD/OMB and ultimately ratified by Congress.  The A-11 budget reflects anticipated workload from the customer's appropriation budgets, estimated civilian and military personnel required to effect this workload, estimated direct material requirements to accomplish the workload, estimated services and necessary supporting expenses (military support) planned for furnishing tenant support and other services not related to the mission of the activity, proposed equipment acquisition, estimated purchases of stock for inventory, etc.  The A-11 budget is used by the Comptroller of the Navy to develop stabilized rates and key financial indicators.  

ACCELERATION RATE VARIANCE--The difference between budgeted acceleration and actual leave and fringe benefit costs incurred during a fiscal year.

ACCELERATED LABOR RATE--Labor expense recorded in such a manner that as an employee works one straight time hour, the expense will equal the employee's actual wage plus an "acceleration" percentage to cover the cost of anticipated leave and fringe benefits.
ACCOUNTING ADJUSTMENTS-- Externally directed changes to net financial results of an activity.  These include passthroughs, refunds, prior year adjustments, CPP surcharges, and reserve balancing.


ACCOUNTING CLASSIFICATION--A code used to provide a uniform system of accumulating and reporting information related to public voucher disbursements/refunds.

ACCOUNTING CLASSIFICATION REFERENCE NUMBER (ACRN)--The two digit alpha/numeric number used to identify the individual lines of accounting data funded on a contract or on a funding document. 

ACCOUNTS PAYABLE--Amounts due the public or other U.S. Government agencies for material and service received, wages earned, and fringe benefits unpaid. May include amounts billed or billable under contracts for progress payments, earnings of contractors held back, or amounts due upon actual deliveries of goods and services.

ACCOUNTS RECEIVABLE--Amounts due from debtors on open accounts. Under appropriated funds, amounts due from debtors for reimbursements earned or for appropriation refunds due.

ACCRUAL--The recording of a cost, based upon receipt of material or performance by a contractor or employee, prior to receipt of an invoice or claim.  The intent of accrual accounting is (a) to reflect income in the period earned as distinguished from the time at which cash is received, or (b) to reflect expense in the period for which benefit is derived as distinguished from the time at which cash is disbursed. 

ACCRUAL BASIS OF ACCOUNTING--A method of accounting in which revenues are recognized in the period earned and costs are recognized in the period incurred, regardless of when payment is received or made. There have been many initiatives over the years to convert the Federal budget to an accrual accounting basis, but to date current accounting practices are applied on a cash basis. For DoD, the exception is the military retirement account that is now administered by the Treasury Department on an accrual basis.

ACCRUED EXPENSE--The liability covering an expense incurred which has been charged to operations, but not yet paid or due for payment. 

ACCRUED LIABILITIES--Accrued liabilities will be accounted for in the general ledger.  Accruals are necessary to assure that costs will be charged to the accounting period in which they are incurred rather than to the period in which they are paid or recorded as a liability.  Accruals will be separately accounted for by purpose or type, and will include accrued salaries and wages, leave, benefits and estimates for utilities, real property maintenance and repair, and other services received and not billed. 

ACCUMULATED OPERATING RESULTS (AOR)--The cumulative profit/loss  position from operations, fixed price variances and rate stabilization variances since the inception of the operating fund through the current reporting period.

ACQUISITION COSTS--The basic method for presenting procurement requirements is the Procurement Programs Line Item (Exhibit P-1) prepared for the Congress as supporting justification to budget estimates.  The line item should include all procurement costs required to acquire and initially deploy a system except for its complement of initial spares, which is budgeted as part of a separate line item covering all initial spares for all systems.  Within the individual line item, those costs which are related to the production of a usable end-item of military hardware are commonly referred to as "Flyaway Costs."  This term has evolved in connection with aircraft and missile programs although it equates to "Rollaway" in the case of vehicles or "Sailaway" in the case of ships.  It includes the cost of the basic unit to be fabricated (airframe, hull, chassis, etc.), the propulsion/engine equipment, electronics, armament (excluding ammunition), avionics, installed Government-furnished equipment, other level three work breakdown structure hardware/software subsystem elements, production testing, and any project management costs appropriately budgeted in Procurement appropriations.  Production costs associated with the end-item include both contract and in-house costs of all non-recurring engineering (preproduction, advance production, start-up, etc.), recurring engineering, engineering support to production, tooling, manufacturing, purchased equipment, quality control, allowance for engineering changes, warranties, first destination transportation integral to contract price, general and administrative charges and profit are also included in "Flyaway Costs."  First article testing for conformance with contract requirements before or in the initial stage of production (including preproduction models, initial production samples, test samples, first lots, pilot models, and pilot lots) is also considered an element of "Flyaway Costs."  The balance of the individual line item is referred to as "Support Costs" and contains those peculiar procurement costs required to deploy a system, such as ground support equipment, training equipment, publications, technical data, contractor technical services, etc.  The sum of these two segments within the line item is referred to as "Weapons System Cost."  Expense costs required to make Government-owned equipment available to support new acquisition programs will be budgeted in the Operation and Maintenance appropriations.  An example of these costs is the refurbishment of shipping containers and test equipment.  This does not apply to intrinsic expense costs required to make Government-owned equipment available for the manufacture of the item being procured, such as equipment necessary for the manufacturing process, equipment to be incorporated into the item being manufactured (including initial outfitting), and equipment necessary for production acceptance testing.  These are considered to be investment costs properly budgeted in the procurement appropriations.

ACTIVITY GROUP/SUBACTIVITY GROUP (AG/SAG)--Basic purpose for which an activity proposes to spend money (i.e., Station Operations).

ADMINISTERING OFFICE--The office, bureau, systems command, or Headquarters, U.S. Marine Corps assigned responsibility for budgeting, accounting, reporting, and controlling obligations and assigned expenditures for programs financed under appropriation(s) or subdivisions of an appropriation. The responsibility is assigned by the "Responsible Office."

ADMINISTRATIVE LIMITATION--A limitation imposed within an administrative agency upon the use of an appropriation or other fund having the same effect as a fund subdivision in the control of obligations and expenditures.

AGENCY--Any department, office, commission, authority, administration, board, Government-owned corporation, or other independent establishment of any branch of the Government of the United States.

AIRCRAFT MAINTENANCE--Those functions performed to ensure that assigned aircraft and aeronautical equipment are maintained in full mission capable status to sustain combat readiness. 

AIRTASK--An AIRTASK and its associated work unit assignment defines the scope of work to be accomplished by a particular TEAM site for a particular Naval Aviation TEAM program in a given fiscal year.  Upon the stand-up of the Competency Aligned Organization, AIRTASKs will be replaced with TEAM Work Plans.

ALLOCATION-- An allocation is an authorization by a designated official of a component of the Department of Defense, which makes funds available within a prescribed amount to an operating agency.  In the Department of the Navy, allocations are made by the Comptroller to the head of the responsible office for the appropriation or, if the Comptroller is the responsible office, to the head of the administering office.  NAVCOMPT allocates funds to CNO and CNO allocates the resources to the administering offices and operating budget holders.  RDT&E,N funds are allocated directly to Chief of Naval Research (vice CNO) for distribution as necessary.   

 
ALLOTMENT--The authority, expressed in terms of a specific amount of funds, granted by competent authority to commit, obligate and expend funds for a particular purpose. Obligation and expenditure of the funds may not exceed the amount specified in the allotment, and the purpose for which the authorization is made must be adhered to. Allotments are granted for all appropriations except the operating accounts, such as O&M,N and RDT&E,N which use operating budgets. All allotments must be accounted for until the appropriation lapses or until all obligations are liquidated, whichever occurs first, and are reported on NAVCOMPT Form 2025 (Status of Allotment Report).

AMORTIZATION--An accounting method used to distribute cost of intangible capital assets (over $50,000) over a specified period (usually five years).  Examples of intangible assets are organization of new functions, organization of old functions, strategic planning, future system requirement development and dedicated training initiatives.

ANNUAL/ONE YEAR APPROPRIATION--An appropriation available for incurring obligations only during the fiscal year specified in the Appropriation Act.

ANTI-DEFICIENCY ACT, 31 UNITED STATES CODE 1341, 49-50; 1512-14, 17-19 (formerly part of Section 3679, Revised Statutes)--The salient features of this Act include:
1.
prohibitions against authorizing or incurring obligations or expenditures in excess of amounts apportioned by the Office of Management and Budget or in excess of amounts permitted by agency regulations; 

2.
establishment of procedures for determining the responsibility for violations and for reporting violations to the President, through the Office of Management and Budget, and to the Congress; 

3.
provisions for penalties that may include removal from office, a $5,000 fine, or imprisonment for two years; and 

4. requirements for the apportionment of appropriations, funds or contract authority. 

APPEAL--This is an alternate term for reclama; usually used in communications with congressional committees.

APPROPRIATED FUNDS--Appropriated funds are approved by Congress and drawn from the United States Treasury. 

APPROPRIATION--A part of an appropriation act providing a specific amount of funds to be used for designated purposes. Appropriations are divided into budget activities and further divided into sub-activities, programs, projects and elements of expense.

APPROPRIATION ACT--An act under the jurisdiction of an appropriations committee which provides funds for federal programs. There are 13 regular appropriation acts. Congress also passes supplemental appropriation acts when required.
 

APPROPRIATION EXPIRATION DATE--The last day new obligations can be legally incurred against an appropriation.  It is a statutory limitation, but may be further restricted by work completion date on sponsor's order.

APPROPRIATION LIMITATION--A statutory limitation within an appropriation which cannot be exceeded by incurring obligations or expenditures.

APPROPRIATION NAME--An acronym or title used to identify the appropriation number.

APPROPRIATION SYMBOL NUMBER--A four position number assigned by the U.S. Treasury to identify the type of funds for which Congress approved obligation authority (e.g., 1319 equals Research, Development, Test and Evaluation, Navy).

APPORTIONMENT--A determination made by the Office of Management and Budget which limits the amount of obligations or expenditures which may be incurred during a specified time period. An apportionment may limit all obligations to be incurred during the specified period or it may limit obligations to be incurred for a specific activity, function, project, object, or a combination thereof.


APPROVED PROGRAMS--Resources or data reflected in the latest Future Years Defense Program (FYDP).

ASSETS--Anything owned having monetary value. Property, both real and personal, including notes, accounts, and accrued earnings or revenues receivable; and cash or its equivalent.

AUDIT--The systematic examination of records and documents to determine:
1.
adequacy and effectiveness of budgeting. accounting, financial and related policies and procedures; 

2.
compliance with applicable statutes. regulations, policies and prescribed procedures; 

3.
reliability, accuracy and completeness of financial and administrative records and reports; and 

4. the extent to which funds and other resources are properly protected and effectively used. 

AUTHORIZATION--Basic substantive legislation enacted by Congress that sets up or continues the legal operation of a federal program or agency. Such legislation is normally a prerequisite for subsequent appropriations, but does not usually provide budget authority.

AUTHORIZATION ACCOUNTING ACTIVITY--A Navy term representing an activity designated by DFAS to perform accounting for another shore activity.

BALANCED BUDGET -A budget in which receipts are equal to or greater than outlays.


BASE OPERATING SUPPORT (BOS)--A program to maintain and operate facilities and provide services and material to support the military and provide common support to tenants. 


BASE YEAR--Fiscal year basis of cost estimates.

BIDS AND PROPOSALS (B&P), IN-HOUSE--The category of General and Administrative expense used to prepare and submit written proposals to prospective sponsors. 

BILLING--The process by which the costs of goods or services are charged to the customer appropriation in order to reimburse the Defense Business Operating Fund.  

BLANKET PURCHASE AGREEMENT (BPA)--An agreement in place between the government and a private entity to order goods or services.  


BUDGET--A plan of operations for a fiscal period in terms of:
1.
estimated costs, obligations and expenditures; 

2.
source of funds for financing including anticipated reimbursements and other resources; and 

3.
history and workload data for the projected programs and activities. 

BUDGET AMENDMENT--A proposal that has been submitted to the Congress by the President after his formal budget transmittal, but prior to the completion of appropriation action by the Congress, that revises his previous budget request.

BUDGET AUTHORITY- Authority provided by law to enter into obligations which generally result in immediate or future outlays of Government funds. The basic forms of budget authority are:
1.
appropriations, 

2.
contract authority and 

3.
borrowing authority. 

BUDGET CALL--Budget planning guidance provided from higher authority, down the chain of command.

BUDGET DEFICIT--The amount by which the Government's budget outlays exceed its budget receipts for any given period. Primarily deficits are financed by borrowing from the public.

BUDGET EXECUTION--The accomplishment of the plan prepared during budget formulation. It is the process established to achieve the most effective, efficient and economical use of financial resources in carrying out the program for which the funds were approved.

BUDGET FORMULATION--A process that incorporates those actions performed in the development, review, justification and presentation of budget estimates.


BUDGET MARKS--After reviewing and evaluating claimant budget submissions, the Comptroller of the Navy and the Office of Secretary of Defense propose changes to the budget by issuing budget "marks" for all appropriations/funds.  These marks are distributed to the appropriate offices, bureaus, commands, etc., for reclama as appropriate.

BUDGET PROJECTS--Commodity groups for navy stock fund material.

BUDGET REQUEST--The actual budget that is submitted up the chain of command.

BUDGET SURPLUS (+) OR DEFICIT (-)--The difference between budget receipts and outlays.

BUDGET YEAR--The year following the current fiscal year for which the budget estimate is prepared. For example, if the current fiscal year is Fiscal Year 1989, the budget year would be Fiscal Year 1990.


CAPABILITY AREA--The second level Work Breakdown Structure (WBS) of a functional WBS of Naval Air Warfare Center workload.  It subdivides the Product Leadership Areas.  

CAPITAL ASSET--Includes equipment, automated data processing equipment and telecommunications resources, software development, and facilities minor construction, where dollar limits are in accordance with Congressional action on expense/investment criteria and the asset has an expected life of two years or more. 

CAPITAL BUDGET--A proposed plan which identifies the development, manufacture, transfer or procurement of capital assets for use by DBOF activities.  

CAPITAL EQUIPMENT--Class 3 and 4 property with a unit purchase price greater than $50,000 and having an estimated useful life longer than two years.  The cost for equipment will become part of the Capital Purchase Program obligational authority in the year authority was given to purchase the approved equipment/item.

CAPITAL PURCHASES PROGRAM (CPP)--An annual obligational control at the activity group level, on the purchase of plant equipment, management information systems, and alterations/minor construction.  The CPP controls apply to purchase price only. For determining whether to capitalize the item, only the purchase price is considered.  If capitalized, the transportation and installation costs are added and depreciated.  (Applies to DBOF only.) 

CAPITALIZATION--The process of acquiring fixed assets with Defense Business Operating Fund corpus funding and later reimbursed from sponsor appropriations.  Applies to DBOF only.)

CARRYOVER--Funding amounts brought forward from prior years which include unobligated, usable, and unbilled balance.  (Applies to DBOF only.)

CARRYOVER, UNBILLED BALANCE--Balance of current and prior year reimbursable funds, which have not been billed to sponsors (includes all funds remaining on activity's books).  (Applies to DBOF only.)

CARRYOVER, UNOBLIGATED--Unobligated balance of prior fiscal year reimbursable orders at the beginning of the current fiscal year.  Unobligated carryover is calculated by taking unbilled balance of funding authorizations received minus undelivered orders.  (Applies to DBOF only.)

CARRYOVER, USABLE--Balance of prior years reimbursable orders which are available for new obligations in the current fiscal year.  (Applies to DBOF only.) 

CATEGORY OF EXPENSE, MAJOR--Labor, material, contractual services, depreciation, transfers, other, and major real property maintenance and repair.  See specific definitions.


CEILING--A maximum amount of an appropriation imposed by Congress which is designated for a specific purpose, (i.e., travel funding).

CIVIL SERVICE--The term commonly used to describe service performed for the federal government by employed civilians who have competitively attained their positions and who may gain tenure by continuing satisfactory performance.

CIVILIAN PERSONNEL CEILING--Maximum number of civilians that may be employed full-time as determined by appropriate authority. The full-time equivalent of part-time employment, expressed in man-months, is included in the ceiling.

CLOSED APPROPRIATION ACCOUNT--An appropriation account, the balance of which has been transferred to the Successor "M" Account or to surplus. The appropriation recorded in the account is lapsed.

COGNIZANT COST CENTER--The organizational entity responsible for controlling and managing resources to accomplish task assignments.  The work performed is uniform enough to permit an equitable and practical method of charging costs incurred to end products, processes or services.

COMMANDING OFFICER'S ORDER--An order issued by the Commanding Officer of an activity to authorize work when there is a bona fide emergency prior to the receipt of a sponsor's order.  (Applies to DBOF only.)


COMMITMENT--A firm administrative reservation of funds based upon firm procurement directives, orders, requisitions, authorizations to issue travel orders, or requests which authorize the recipient to create obligations without further recourse to the official responsible for certifying the availability of funds. The act of entering into a commitment is usually the first step in the process of spending available funds. The effect of entering into a commitment and the recording of that commitment on the records of the allotment is to reserve funds for future obligations. A commitment is subject to cancellation by the approval authority if it is not already obligated. Commitments are not required under O&M appropriations.

COMMON SERVICE--Non-reimbursable service that has been directed or agreed upon between or among DoD components at the department level.

COMMON SUPPORT TO TENANTS--Those services provided to tenants as a host responsibility (i.e., support considered to be within the mission of the providing activity) and not reimbursed to the Command.  Services include Public Works/Facilities; Comptroller/Accounting; Supply; Command Staff; Human Resources; Fire Protection; Security/Police protection; or other services agreed to by the host-tenant agreement.

COMMON USE FACILITY--A building or structure in which space is used concurrently by both supplier and receiver.

CONCURRENT RESOLUTION ON THE BUDGET--A resolution passed by both Houses of Congress but not requiring the signature of the President, setting forth, reaffirming or revising specified congressional budget totals for the federal government for a fiscal year.

CONGRESSIONAL BUDGET--The budget as set forth by Congress in a concurrent resolution on the budget. These resolutions include:
1.
the appropriate level of total budget outlays and total new budget authority; 

2.
an estimate of budget outlays and new budget authority for each major functional category; for contingencies, and for other categories; 

3.
the amount of the surplus or deficit in the budget (if any); 

4.
the recommended level of federal revenues; and 

5.
the appropriate level of the public debt. 

CONSIGNMENTS (PREVIOUSLY UNFILLED REQUISITIONS)--The Request for Contractual Procurement (NAVCOMPT Form 2276) which does not obligate the requester's funds until the copy of the procurement document is received.

CONSULTING SERVICES (CS)--Advisory and assistance services acquired by contract from non-governmental sources to support or improve organizational policy development, decision-making, management, and administration; provide management and support services for R&D activities; support program and/or project management and administration; provide engineering and technical support services; or improve the effectiveness of management processes or procedures.  Such services may take the form of information, advice, opinions, alternatives, analyses, evaluation, recommendations, training, and technical support.  Also include interagency agreements for consulting services.

CONTINGENT LIABILITY--Contingent liabilities represent variables that cannot be recorded as valid obligations.  Such variables include outstanding fixed price contracts containing escalation, price redetermination, or incentive clauses; contracts authorizing variations on quantities to be delivered; or contracts where allowable interest may become payable by the U.S. Government on contractor claims supported by written appeals pursuant to the "Disputes" clause contained in the contract.


CONTINUING OR NO-YEAR APPROPRIATION--An appropriation that is available to incur obligations for an indefinite period of time. Revolving funds are included in this classification.

CONTINUING RESOLUTION--Congressional action to provide budget authority for specific ongoing activities when the regular fiscal year Appropriation Act has not been &#9;enacted by the beginning of the fiscal year. The continuing resolution usually specifies a maximum rate at which the agency may incur obligations and is sometimes based on the rate of spending of the prior year.

CONTRACT--A mutually binding legal agreement obligating the seller to furnish, and the buyer to pay for, supplies or services  (including construction).  Contracts include all types of legal commitments that obligate the Government to expend appropriated funds, but do not include grants and cooperative agreements. 

CONTRACT COMPETITION INDICATOR--Identifies a direct contract as competitive (C) or non-competitive (N).

CONTRACT LINE ITEM NUMBER (CLIN)--The number used to identify the individual items on a contract. 

CONTRACTUAL SERVICES--A major category of expense used to report the cost of work performed on a contractual basis in the accomplishment of mission projects.  This will include:  rentals of space, structures and equipment, purchased utilities such as electric power, gas, water, and communication services; stevedoring, transportation under ship and plane charters and other contracts entered into by military transport agencies operated under industrial funds, research and development, consulting services, dredging, maintenance and deactivation of plant and equipment, etc.; and rentals, utilities and other services procured on a reimbursable basis from other Government activities. 

CONTRIBUTED FIXED ASSETS--Class 1, 2, 3 and 4 plant property purchased from other than industrial fund sources.  The sources of contributed fixed assets include (1) management command/office financed equipment provided for meeting mission objective; (2) sponsor financed equipment provided for specific projects and subsequently donated to the activity; (3) other-equipment acquired from excess listings.  (Applies to DBOF only.)

CONTROL NUMBERS--Planning limits provided by a major claimant or a local comptroller to a subordinate activity or department, providing an estimate of the next year's resources.

COST--(1) The amount paid or payable for the acquisition of property or services.  (2) The amount paid or payable applicable to material consumed and services received-generally termed expense.  In the case of property, cost may be measured by an estimated amount which might currently be paid, rather than the actual amount paid.  (These two types of cost measurement differ in timing in that the first includes acquisition of property in advance of use or consumption; the second includes cost of material consumed regardless of when acquired, and may include amortization of the cost of capital-type property owned (depreciation)).  Same as expense.


COST ACCOUNT--Accounts established to classify transactions, according to the purpose of the transactions. Cost account codes are also used to identify uniformly the contents of management reports.

COST ACCOUNT CODES (CAC)--An accounting classification which states specific aspects of functions (i.e., Purchased Electricity [8350]).

COST-ACCOUNTING--An accounting system that provides information as to who has spent resources and for what purpose.

COST-BASED BUDGET--A budget based on the cost of goods and services actually to be received during a given period whether paid for before the end of the period or not. Not to be confused with an expenditure-based budget, which is based on the cost of goods and services received and actually paid for.

COST-CENTER--A cost center is a subdivision of a field activity or a responsibility center. An individual cost center is a group of homogenous service functions, processes, machines, product lines, professional and/or technical skills, etc. It is an organizational entity for which identification of costs is desired and which is amenable to cost control through one responsible supervisor.

COST CENTER BUDGET--A local financial plan aligned by cost center identifying direct and indirect budget expense lines for the fiscal year.  The initial cost center budget is based on the approved current A-11 Budget but is subject to adjustment as workload changes.  Used for cost control purposes within the activity.

COST DISTRIBUTION ACCOUNTS--Established for centralized efforts that support multiple customers and costs not readily identifiable to specific customers at the time costs are incurred.  This method is used for material bought in bulk (i.e., photographic supplies) and contract costs.  

COST REIMBURSABLE ORDER--A type of funding document whereby all work or services are performed on a 100% reimbursable basis.  The objective is to maintain a breakeven status in the operations of the fund.  When underruns occur, the amount will be returned to the customer.  When overruns become evident during the course of work, additional funds will be provided or the work content of the effort will be redefined to stay within the existing funding limits.  Any potential cost overruns should be renegotiated prior to completion of the work.

COST TRANSFER--The movement of charges from one job order number to another for the purpose of correcting erroneous charges.  Cost transfers are also used to reallocate costs incurred by one cost center to other cost centers that benefit from these costs (includes, correction of charges, service cost center, rated service accounts and cost distribution accounts).

CROSS SERVICING--Support performed by one activity for which reimbursement is required from the activity receiving the support.

CURRENT YEAR--The fiscal year in progress. (See also "Budget Year.")

CUSTOMER--Government agency or private party who requests services to be performed and who provides the funding to pay for these services. 

CUSTOMER ORDER--A document, issued by the activity comptroller, authorizing cost center managers to establish job order numbers and to incur obligations in accomplishing the purpose stated in the sponsor's order.
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DEFENSE ACCOUNTING OFFICE (DAO)--A financial services organization whose mission is to provide authorization accounting and reporting for operating budgets and allotments, commercial bill paying, disbursing, civilian payroll, plant property accounting and financial reporting of cash transactions for customer activities.

DEFENSE BUSINESS OPERATIONS FUND--Combines existing commercial and business operations previously managed as individual revolving funds, plus other business areas, into a single revolving business management fund.

DEFENSE PLANNING GUIDANCE--this is guidance that is issued by the Secretary of Defense. It provides policy guidance, specific programming guidance and fiscal constraints that must be observed by the military departments, defense agencies, and the Joint Chiefs of Staff in the formulation of force structures and six-year defense programs, and by the Secretary of Defense staff in reviewing proposed programs.

DEFERRAL OF BUDGET AUTHORITY--An action of the President that temporarily withholds, delays or precludes the obligation or expenditure of budget authority. A deferral must be reported by the President to Congress in a deferral message. The deferral can be overturned if either house passes a resolution that disapproves it. A deferral may not extend beyond the end of the fiscal year in which the message reporting it is transmitted to Congress.

DEFICIENCY APPROPRIATION--An act passed after a fiscal year has expired, to increase funds available such that the appropriation will have a positive balance.

DELIVERY ORDER--An order which provides for an indefinite or definite quantity, within stated limits of specific supplies or services to be furnished during a fixed period, with delivery to be scheduled by placing orders with the contractor against an established contract. 


DEOBLIGATION--A downward adjustment of previously recorded obligations. This may be attributable to cancellation of a project or contract, price revisions or corrections of accounts previously recorded as obligations.

DEPARTMENT OF THE NAVY FUTURE-YEAR PROGRAM (DNFYP)--The Navy's official programming document, this publication consists of volumes or booklets and displays the Navy's portion of the Future-Year Defense Program (FYDP). SECDEF approved forces, manpower and financial data are given for each Program Element for the current, budget and program years.

DEPRECIATION--DBOF activities depreciate tangible capital assets based on the original acquisition cost, or reasonable estimate thereof, including transportation, design, installation, and other related costs, less the residual value of an asset.  Assets that are partially depreciated when capitalized to the DBOF shall be depreciated for the remaining cost over the remaining useful life.  Assets that are older than the depreciation table for capital assets will be considered fully depreciated.  For new acquisitions, depreciation will commence during the year of delivery.

DIRECT CITE--Funding received by an activity citing the issuing activity's line of accounting for obligational and billing purposes.  Obligations and expenditures are recorded through the accounting system of the issuing activity rather than that of the accepting activity.  Funds authorized on a direct cite basis are for contractual purposes only (including project directives provided for procurement actions).  

DIRECT COST CENTER--An organizational entity engaged directly in performing the technical or productive mission(s) of the activity. 


DIRECT COSTS--Direct costs are costs incurred directly for and are readily identifiable to specific work or work assignment.

MRTFB institutional hours and/or costs are excluded.


DIRECT RATIO--Direct regular and overtime civilian and military labor hours divided by total hours worked.


DIRECT REIMBURSABLE--One of two types of Reimbursable Work Orders (RWOs) which become part of an activity's gross operating budget. This type includes RWOs for nonrecurring products or services which are not part of providing for the activity's mission and for which no regular work units are budgeted. The exact cost of the product service will be charged to the RWO from the receiving activity.

DISBURSEMENT--A disbursing term used to describe the actual payment of funds from the U.S. Treasury.

DISBURSING OFFICER--An officer or employee of a Federal Department, Agency or Corporation designated to disburse monies and render accounts according to laws and regulations governing the disbursement of public monies.

ECONOMIC LIFE--The period of time over which benefits from a capital investment may reasonably be expected to accrue to the Department of Defense.

ECONOMY ACT ORDER--An order executed for materials, work or services to be furnished by one activity for another under the authority and limitations of the Economy Act (31 U.S. Code 1535).

ELEMENT OF EXPENSE--An indicator which identifies classification of costs below the major category of expense. 

END STRENGTH--The actual or estimated number of employees on board as of 30 September (last day of the fiscal year). 

EQUIPMENT--All items of a durable nature as distinguished from materials that are consumed by use.  These items are capable of a continuing repetitive utilization by an individual or by an organization.

EXECUTION--The operation of carrying out a program as contained in the approved budget. It is often referred to as "Budget Execution."

EXPENDITURE--An accounting term used to describe the satisfaction of an obligation; either through the transfer of funds (i.e., O&M,N to Navy Stock Funds) or the disbursement of funds from the U.S. Treasury.

EXPENDITURE AVAILABILITY PERIOD--The expenditure availability period begins upon completion of the obligation availability period. It lasts two years during which the accounting records must be maintained and no new obligations may be created.

EXPENSES--Costs of operation and maintenance of activities on the accrual accounting basis. Expenses include but are not limited to the cost of:

1.
civilian personnel services; 

2.
military personnel services; 

3.
supplies and material consumed or applied; 

4.
travel and transportation of personnel; 

5.
rental of facilities and equipment; 

6.
equipment (having a value of less than $1000,000) and 

7.
services received (purchased utilities, leased communications, printing and reproduction, and other). 

8.
The cost of minor construction of a value of $500,000 or less is included as an expense. 

EXPENSE ELEMENT--An expense element identifies the type of resource being consumed in the functional/sub-functional category or program element. These are listed and defined by NAVCOMPT Manual, Volume 2.

EXPENSE LIMITATION--The financial authority issued by a claimant to an intermediate level of command is an expense limitation. Amounts therein are available for issuance of operating budgets to responsibility centers.

EXPENSE TYPE APPROPRIATIONS--Appropriations that finance the cost of ongoing operations. Within DoD they are normally broken down into two main subcategories: Operations & Maintenance, and Military Personnel.


EXPIRATION DATE--See Appropriation Expiration Date and Work Completion Date.

EXPIRED ACCOUNT--An account in which budget authority to incur new obligations has ceased to be available.


EXPIRED APPROPRIATION--An appropriation that is no longer available for obligation but is still available for disbursement to liquidate existing obligation.


FACILITY--A separate individual building, structure, utility system, or other item of real property improvement, each item of which is subject to separate reporting and recording under plant property class 2. 


FENCES--Explicit limitations (ceilings and floors) on the uses of funds that are provided in the appropriation act by Congress.

FISCAL YEAR (FY)--Accounting period beginning on 1 October and ending by 30 September of the following year. The fiscal year is designated by the calendar year in which it ends. Fiscal Year 1998 begins on 1 October 1997 and ends 30 September 1998.

FISCAL POLICY--Federal policies on taxes, spending and debt management, intended to promote the nation's goals, particularly with respect to employment, gross national product, inflation and balance of payments. The budget process is a major vehicle for determining and implementing fiscal policy.

FIXED ASSETS--All Navy-owned and Navy controlled real and personal property of a capital nature, with a cost greater than $50,000 and a life expectancy greater than two years. Classification:  fixed assets are divided into four classes:  class 1 is land, class 2 is building structures and utilities, class 3 is equipment (other than industrial plant equipment), and Class 4 is industrial plant equipment.



FIXED PRICE (FP)--A dollar amount upon which two government activities agree that a service will cost. Once agreed, the service must be provided by the servicing activity at that price regardless of what it costs the servicing activity to perform the service. The purpose of such pricing is to reduce accounting costs. Such prices should not be based upon "ball park estimated," only upon knowledge of the total job. A form of fixed price is a unit rate per hour, day or month charged for Materials Handling Equipment (MHE) or service. Such unit rates are computed at least semi-annually upon a basis of actual cost. It may be a Reimbursable Work Order (RWO) accepted for a stated amount to be billed upon completion of the RWO. Expenses incurred in excess of, or for less than, the agreed amount will constitute a gain or loss to the performing Expense Operating Budget.

FLOOR--A minimum amount of an appropriation imposed by Congress that is designated for a specific purpose, (i.e., Maintenance of Real Property).


FOREIGN CURRENCY FLUCTUATION--The difference between budget rates approved for execution and actual foreign currency exchange rates in effect at the time of payment that cause changes in obligations or contractual liabilities.

FOREIGN MILITARY SALES (FMS)--Sale of equipment, materials, services or training to foreign governments.  Work or services performed for Foreign Military Sales will be charged to ensure full cost recovery for the United States.  This includes unfunded costs such as full civilian retirement, military labor using military labor costs vice civilian equivalent and the normal costs associated with any project. 


FRINGE BENEFITS (FRINGE)--The cost of the government's share of a civilian employee's: retirement, life insurance, health insurance, social security, and thrift savings plans.

FULL TIME EQUIVALENT--The total number of regular straight-time hours worked by employees (reported on lines 201, 205, 209, 213, and 217 in the Civilian Personnel Resource Reporting System) divided by the number of compensable hours applicable to each fiscal year.  For example, FY 1994 has 261 compensable days, for a total of 2,088 straight-time hours (261 X 8 hours a day).  The full time equivalent is obtained by taking the total number of regular straight-time hours worked and dividing by 2088.

FULL TIME PERMANENT (FTP) EMPLOYEE--An employee with either career, career-conditional or excepted appointment and defined as permanent by the Office of Personnel Management who is regularly scheduled to work the number of hours and days required by an administrative work week unless on a compressed work schedule. 

FULL TIME TEMPORARY (FTT) EMPLOYEE-- An employee hired for one year or less for programs, projects, or phases requiring temporary service, who is regularly scheduled to work the number of hours and days required by an administrative work week (normally eight hours per day, five days per week unless on a compressed work schedule).


FUNCTIONAL CLASSIFICATION--A system of classifying budget resources by major purpose so that budget authority, outlays and credit activities can be related in terms of the national needs being addressed (e.g., national defense, health) regardless of the agency administering the program. A function may be divided into two or more sub-functions, depending upon the complexity of the national need addressed by that function.

FUNCTIONAL MANAGER--A person (manager) responsible for a specific area, such Financial Inventory, Stock Material Sales, Housing and Utility Costs, Flying Hour Costs, Ship Overhaul, Steaming Hour Reports, etc.

FUNCTIONAL/SUB-FUNCTIONAL CATEGORY (F/SFC)--Sub-functional categories are a finer grouping within the functional category grouping. They are used to accumulate expenses separately for various functions encompassed by a single functional category. Combined they provide a classification which states what functions will be performed (i.e., Administration).

FUND AVAILABILITY--The amount of obligation authority in a fund or fund subdivision.

FUNDED CARRYOVER--The unbilled portion of a job order for goods or services to be provided by a business operation fund activity.

FUNDS ON BOARD--The sum of unobligated carryover, reimbursable orders received, and direct cite orders received by the site in the current fiscal year. 


FUND SUBDIVISION--A segment of an appropriation or other fund, created by funding action as an administrative means of controlling obligations and expenditures within an agency.

FUNDED REIMBURSEMENT--A reimbursement in which the performing activity receives a written order.

FUTURE YEAR DEFENSE PROGRAM (FYDP)--The FYDP summarizes all approved programs of the entire Department of Defense. Resources or inputs required for six years are combined with military outputs of programs for the same period. The FYDP is expressed in terms of programs, program elements and resource categories. Strategic Forces, General Purpose Forces; Intelligence and Communications; Airlift and Sealift; Reserve and Guard Forces; Research and Development; Central Supply and Maintenance; Training; Medical and Other Personnel Activities; Administration and Associated Activities; Support of Other Nations; and Special Operations Forces.

GENERAL AND ADMINISTRATIVE (G&A) RATE VARIANCE--The difference between the actual G&A expense and the actual revenue generated through the application of the G&A overhead rate.  (Applies to DBOF only.)

GENERAL COST CENTERS--An organizational entity principally engaged in performing overall support services to the entire activity. 


GENERAL EXPENSES--Costs incurred by general cost centers which are not incurred for, and are not readily identifiable, with specific direct job orders and which are not included in the indirect expense of the direct cost centers.

GENERAL LEDGER--The general ledger is the book of accounts in which all accounting entries are ultimately summarized. It is maintained by an authorization accounting activity for each operating budget/allotment holder. It is designed so that summary reports of all financial transactions can be readily prepared for management.

GROSS ADJUSTED OBLIGATIONS--The sum of all liquidated and unliquidated obligations.

GROSS DISBURSEMENTS--Represents the amount of checks issued, cash or other payments made, less funds received.

HOST ACTIVITY--This is an activity that provides facilities to another activity and may supply its services.

IMPOUNDMENT--See Deferral of Budget Authority

IMPREST FUND--Fixed amount of cash used to make minor expenditures for local commercial purposes. Payments from the fund are reimbursed from time to time to maintain a fixed amount in the fund.

INCOME--Amount billed to customers for work completed and services rendered.  Same as Revenue.

INCREMENTAL FUNDING--The provision (or recording) of budgetary resources for a program or project based on obligations estimated to be incurred within a fiscal year when such budgetary resources will cover only a portion of the obligations to be incurred in completing the program or projects as programmed. This differs from full funding, where budgetary resources are provided or recorded for the total estimated obligations for a program or project in the initial year of funding.

INDIRECT EXPENSE--Indirect expenses are costs incurred by direct cost centers which are not incurred directly for and are not readily identifiable with specific job orders established for the accomplishment of assigned work.

INDIRECT RATIO--Overhead regular and overtime civilian and military labor hours divided by total hours worked.  However, for the NADEP community, it is the straight time indirect manhours divided by the total straight time hours.  Used as an indicator of the indirect equivalent people supporting the operation. 


INDUSTRIAL FUND--A revolving fund established at industrial type activities where products or services are provided to external users. The purpose of the fund is to provide a more effective means of controlling costs; establish a flexible means for financing, budgeting and accounting; encourage the creation of buyer-seller relationships; place budgeting and accounting on a more commercial basis; and encourage cross-servicing between military departments. Charges to the fund are made for procurement of materials, services and labor. The fund is reimbursed by proceeds from the sale of products and services. See Defense Business Operations Fund (DBOF).

INDUSTRIAL PLANT EQUIPMENT--Equipment with a value of at least $50,000 that cuts, abrades, bends or otherwise reshapes or reforms materials.

INFORMATION TECHNOLOGY (IT)--The policy and system used to budget and track non-tactical automated data processing costs including telecommunications (formerly Automatic Data Processing). 

IN-HOUSE--Total reimbursable costs incurred for sponsors less total costs for reimbursable contractual services.  "In-house" shall include cost of all direct labor, materials and supplies, travel and minor equipment.  For industrial fund (IF) activities, and non-IF activities authorized to distribute overhead, "in-house" costs shall include all authorized overhead costs.  "In-house shall also include contracts for technical support which is usable only to the performing activity in its accomplishment of the overall work required by the user.

INITIATION--An administrative reservation of funds based on procurement directives, requests, or equivalent, instruments that authorize preliminary negotiations, but require that funds be certified by the official responsible for the administrative control of funds before the obligation is incurred.


INPUT BUDGETING--A budgetary method which focuses on the cost of the objects or inputs.

INSTITUTIONAL FUNDING--A funding arrangement under which a field activity is provided funding by the management command on an annual basis to cover all mission costs associated with the operation and maintenance of the activity (e.g., civilian personnel compensation, fringe benefits, support costs, etc.).  Examples include MRTFB from the RDT&E,N appropriation or base operating support from the O&M,N appropriation.


INTEGRATED DISBURSING AND ACCOUNTING (IDA)--Processing system designed to improve the Navy's current accounting and disbursing systems. The IDA system incorporates the use of integrated databases for concurrent accounting and expensing transactions.

INTERDEPARTMENTAL PURCHASE REQUEST (IPR)--A transfer of funds to government agencies outside of the Department of Defense to provide for materials or services and is issued under the provisions of an Economy Act Order. 

INTERMITTENT EMPLOYEE--An employee working on an irregular or occasional basis with hours or days of work that are not on a prearranged schedule, and with compensation only for the time actually employed or for services rendered.   


INTERNAL AUDIT--The independent appraisal activity within an organization that reviews the accounting, financial and related operations as a basis for protective and constructive services to management.

INTERSERVICE SUPPORT--Support provided by one Federal Agency or subdivision thereof, to another Federal Agency, or subdivision thereof, when at least one of the participating agencies or subdivisions is the Department of Defense or a DoD component.

INTRASERVICE SUPPORT--Action on the part of one activity to provide support to another activity within the same DoD component or other federal agency.

INVESTMENT-TYPE APPROPRIATIONS--Appropriations for investment type items as opposed to ongoing operations. The investment category is essentially split into two areas: procurement and military construction.

INVOICE--This term includes contractor requests for payment, travel claims and other miscellaneous vouchers.

INVOICE CERTIFICATION--Invoice certification (also called receipt certification) is a statement placed on an invoice, or a receiving document related to an invoice, certifying that the goods or services were received.
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JOB ORDER--Two definitions are used:
1.
a formal instruction to perform certain work according to specifications, estimates, etc.; 

2. descriptive of a cost system whereby costs are accumulated by job orders. 
JOINT USE FACILITY--A separate building or structure that is occupied jointly, when specific space has been designated for the sole use of each of the occupants.

LABOR EXPENSE--A major category of expense which includes the costs for hours worked by civilian and military, if applicable.  Major Range Test Facility Base (MRTFB) cost centers do not record military labor as a cost of operations; however, MRTFB military labor is recorded as statistical cost.  For billing applications see Stabilized Labor Rate and Stabilized Rate. 

LABOR EXPENSE, CIVILIAN OVERTIME ACCELERATED LABOR--Salaries for time worked in excess of the agreed upon work schedule plus acceleration for leave and fringe benefits.  Acceleration only applies to the regular time portion of the compensation. 

LABOR EXPENSE, CIVILIAN REGULAR ACCELERATED LABOR--Salaries for time worked in accordance with the agreed upon work schedule plus a surcharge to recover leave and fringe benefits. 

LABOR EXPENSE, MILITARY--The salaries of military personnel for time worked based on military pay grades as defined in the Navy Comptroller Manual.   Military labor is charged at the civilian equivalent rate.


LABOR DISTRIBUTION--The vehicle which transfers the actual cost of labor to the job order cost accounting system.

LABOR DISTRIBUTION CARD--A card that identifies hours spent day by day for each job order applicable to their effort.

LABOR, STABILIZED--Represents the costs billed to direct customers through the application of the Stabilized Labor Rate for direct hours worked by civilian and military, if applicable.


LAPSED APPROPRIATION--An appropriation whose undisbursed balance is no longer available for disbursement as the five-year expenditure availability period has ended.

LETTER CONTRACT--An offer and acceptance that is specific and definitive enough to show the purpose and scope of the final contract to be executed.  When accepted in writing by the contractor, documentary evidence exists to support the recording of an obligation.  The difference between the maximum amount of government liability (obligations) and estimated amount of negotiated contract is to be committed when the letter contract is signed.

LETTER OF INTENT--Letter or message from a sponsor used to permit work to begin immediately.  This letter states the effort being requested, the line of accounting, the dollar amount involved and is signed by an authorized Comptroller official of the activity issuing the Letter of Intent.  It is used for administrative expediency to incur limited obligations prior to issuance of a formal funding document.  


LIABILITIES--Amounts of money owed to others for goods and services received, or for assets acquired. Liabilities include accrued amounts earned but not yet due for payment, and progress payments due to contractors.

LIMITATION--A statutory restriction within an appropriation or other authorization or fund which establishes the maximum amount which may be used for specific purposes.

LIQUIDATED OBLIGATION--An obligation that is matched with an expenditure.

MAJOR CLAIMANT/SUBCLAIMANT--A major claimant is a bureau, office, command, or Headquarters, U.S. Marine Corps which is designated as an administering office under the Operation and Maintenance appropriations in NAVCOMPT Manual, Volume 2, Chapter 2. Navy major claimants receive operating budgets directly from the Chief of Naval Operations Fiscal Management Division (N-82). Sub-claimants are bureaus/offices/ commands designated as administering offices that receive a sub-claimant operating budget from a major claimant.

MAJOR RANGE AND TEST FACILITY BASE (MRTFB)--An activity or, part of an activity, authorized to operate under the Department of Defense Uniform Funding Policy for Major Range Test and Evaluation Support Activities. 


MANAGEMENT CONTROL--Management control consists of internal checks established to safeguard property and funds; to check accuracy, reliability and timeliness of accounting data to promote operational efficiency; and to ensure adherence to prescribed management policies and procedures.

MARK--Decision by line item indicating a change (usually a decrease) in a budget request.

MATERIAL EXPENSE--A major category of expense which includes costs incurred for goods such as raw materials, parts, subassemblies, components and supplies that can be identified specifically to producing the product or performing the service.  


MEMORANDUM ACCOUNT--An account, usually stated in financial terms, but not always a part of the basic double-entry system of accounts, used for obtaining data required for control, reporting or other purposes.

MIDYEAR REVIEW OF THE BUDGET--A locally conducted review to determine the adequacy of present funding levels, to update unfunded requirements to the next level in the financial chain-of-command and to update the budget submission being prepared for delivery to Congress.

MILITARY INTERDEPARTMENTAL PURCHASE REQUEST (MIPR) (DD Form 448)--An order from or to a non-Navy DOD agency for work, materials, or services.  A MIPR can be accepted as reimbursable, direct cite, or in combination.  It can be issued as an economy act or project order.

MILSTRIP/MILSTRAP--The Military standard Requisitioning and Issue Procedures (MILSTRIP) system provides a standardized language of codes and coding techniques and a standard set of forms for requisitioning and issue transactions. The Military Standard Transaction Reporting and accounting Procedures (MILSTRAP) system provides uniform procedures, codes and documents for use in transmitting receipt, issue and adjustment data between inventory managers and stock points in support of supply and financial management.

MINOR CONSTRUCTION--Construction projects costing less than $300K.  The $300K limitation applies to construction costs and does not include the design and engineering costs; however, all project costs are capitalized.  Preliminary study costs that are incurred prior to an Architectural and Engineering (A&E) contract are always an operating expense. 

MINOR EQUIPMENT (PROPERTY)--Personal property of a non-capital nature acquired for immediate use.  Non-capital nature means that the purchase price is less than the established dollar threshold for capital items and useful life is two years or less.  The purchase price of minor property is expensed when the item is received at the activity.  Property control records are maintained for all minor equipment including furniture, fixtures and office equipment with a purchase price of $300 or greater, as well as all sensitive and pilferable items (including hand and portable power tools) with a purchase price of $100 or greater.  Same as Minor Property. 

MINOR NEW CONSTRUCTION--Describes construction costing from $1 to $500,000; however, construction projects costing from $25,000 to $200,000 can only be processed as Minor Construction if so urgently required that authorization and funding cannot possibly be delayed for a regular Military Construction (MILCON) program. Projects costing $1 to $25,000 are always funded by the Navy appropriation for Operations and Maintenance. Projects costing over $25,000 up to $500,000 will be funded by Navy appropriations for Military Construction.

MINOR PROPERTY--Navy personal property acquired for immediate use and having a unit cost of less than $100,000.

MISSION-ESSENTIAL MILITARY BILLETS--DBOF mission essential billets include those personnel who work on DBOF direct funded projects or DBOF management support functions.  Costs for these personnel are reimbursed to the Military Personnel, Navy (MPN) appropriation at the civilian equivalent rate.

MULTIPLE FUNDING--The concept and practice of combining identical work from different sponsors.  The combined work is authorized against a single customer order.   All funding documents must be identified in terms of appropriation/subhead, type, expiration date, etc.  (Applies to DBOF only.)

MULTI-YEAR APPROPRIATIONS--Appropriations available for incurring obligations for a definite period that is in excess of one fiscal year.

NAVY TASK NUMBER--The Navy Task Number is the official AIRTASK, SEATASK, SPACETASK assignment number if provided by the technical work sponsor. 

NEGATIVE UNLIQUIDATED OBLIGATION (NULO)--A negative outstanding obligation caused by expenditures being applied at the document and Accounting Classification Reference Number (ACRN) level in excess of the total obligational value.  Represents a potential/actual violation of 31 USC 1517 (Anti-Deficiency Act).

NET FUNDS AVAILABLE--See Carryover. Reimbursable funds received during the current fiscal year plus the gross unbilled balance from prior the year minus billings and work in process.  (Applies to DBOF only.)

NET OPERATING RESULTS (NOR)--Gains or losses, resulting from activity  operations during the current fiscal period.  Sources include overhead application (offset by overhead expense), stabilized labor rate variances, service cost center variances, and labor acceleration gains/losses incurred by the activity as a result of the final billing of cost reimbursable or fixed price orders.  (Applies to DBOF only.)


NEW OBLIGATIONAL AUTHORITY (NOA)--The former meaning of this term has been replaced by Budget Authority. However, it is sometimes used to indicate budget authority newly enacted in an appropriation (as distinguished from transfer of Budget Authority).

NEW ORDERS RECEIVED--New sponsor funding authorizations received on reimbursable orders in the current fiscal year, net of any reimbursable funds reverted or withdrawn.


NONAPPROPRIATED FUNDS--Monies derived from sources other than Congressional Appropriations, primarily from the sale of goods and services to DoD military and civilian personnel and their dependents and used to support or provide essential morale, welfare, recreational and certain religious and education programs. Another distinguishing characteristic of these funds is the fact that there is no accountability for them in the fiscal records of the Treasury of the United States.

NON-MISSION ESSENTIAL MILITARY BILLETS--Includes positions that support the base activity but not unique to the DBOF activity.  Such billets include but are not limited to security guards, chaplain, and morale/welfare activities.  Costs for military personnel classified in this category are not reimbursed to the MPN appropriation.


NO-YEAR APPROPRIATION--See Continuing Appropriation.

OBJECT CLASSIFICATION--A uniform classification identifying the transactions of the federal government by the nature of the goods or services purchased (i.e., personnel compensation, supplies and materials, equipment) without regard to the agency involved or the purpose of the programs for which they are used.

OBLIGATION--As required by 31 USC 200, funds are obligated when an order is placed, a contract is awarded, a service is received, orders are issued directing travel, and similar transactions during an accounting period.  Amounts include payments for which obligations previously have not been recorded as well as adjustments for the difference between obligations previously recorded and actual payments to liquidate those obligations.  Inherent in this process is the implication that one activity has entered into an agreement requiring future payment in a specified amount (the activity is thus financially "obligated").  In order to comply with the U S C., the transaction must meet two criteria for obligation purposes:


1.  Contracts entered into or orders placed which are cause to obligate an appropriation must meet a legitimate (i.e., bona fide) need for that fiscal year.  Consideration must be given, however, for projected requirements for future fiscal years based upon procurement leadtime, authorized stock levels or authorized mobilization reserves; and


2.  The contractor or performing activity demonstrates real intent to commence work and perform the contract without undo delay (i.e., provide the goods or supplies, or services).

 
OBLIGATION AVAILABILITY PERIOD--Appropriations have a specific obligation availability period or duration which can be grouped as either annual or multi-year. Generally, the duration of this period is consistent with the funding characteristics of the appropriation.

OBLIGATIONAL ACCOUNTING--A method of keeping track of the cumulative total of resources for which authority to spend has been passed for a particular fiscal year.

OBLIGATIONAL AUTHORITY--Three definitions may apply:
1.
An authorization by Act of Congress to procure goods and services within a specified amount by appropriation or other authorization. 

2.
The administrative extension of such authority as by apportionment or funding. 

3.
The amount of authority so granted. 

OFFICE OF MANAGEMENT AND BUDGET (OMB)--Established as the Bureau of Budget by the Budget and Accounting Act of 1921 and renamed in 1970. Major functions include assisting the President in budget preparation and fiscal program formulation; supervision and control of budget administration; and increasing efficiency and economy of government service.

OFFSETTING COLLECTIONS--Moneys received by the government as a result of business-type transactions with the public (sale of goods and services) or as a result of a payment from one government account to another. Such collections are netted in determining budget outlays.

OFFSETTING RECEIPTS--All collections deposited into receipt accounts that are offset against budget authority and outlays rather than reflected as budget receipts in computing budget totals. Under current budgetary usage, cash collections not deposited into receipt accounts (such as revolving fund receipts and reimbursements) are deducted from outlays at the account level. These transactions are offsetting collections but are not classified as "offsetting receipts."

OFFSITE TRANSFERS--Reimbursable funding that is transferred to another government activity for the accomplishment of work. 


OPEN APPROPRIATION ACCOUNT--An appropriation account, the balance of which has not been carried to surplus. The appropriation recorded in the account may be unexpired or expired.

OPERATING AND SUPPORT COSTS--Those recurring costs associated with operating, modifying, maintaining, supplying and supporting a weapon/support system in the DoD inventory.

OPERATING BUDGET (OB)--An operating budget is the annual budget of an activity stated in terms of subactivity group codes, functional/sub-functional categories and cost accounts. It contains estimates of the total value of resources required for the performance of the mission including reimbursable work or services for others. It also includes estimates of workload in terms of total work units identified by cost accounts.

OPERATING BUDGET PLAN--An estimate of monetary needs for a fiscal year, developed by cost center managers and the activity comptroller by accounting group and sub-accounting group.

OPERATING TARGET (OPTAR)--An administrative rather than legal limitation on expenditures provided to an afloat operating unit or department ashore.

OPERATION AND MAINTENANCE, NAVY (O&M,N)--An appropriation of funds from Congress intended to finance the basic day-to-day operation of the fleet and principal shore activities of the Navy, issued to Operating Budget (OB) holders for normal expenses incurred in operating and maintaining an activity.

ORDERING ACTIVITY--An activity that originates a requisition or order for procurement, production, or performance of work or services by another activity.

OTHER EXPENSE--A major category of expense which includes all accrued costs not applicable to salaries or wages, materials, supplies, parts used or contractual services but includes costs such as travel and expenses of employees on temporary duty or training expenses.


OTHER PROCUREMENT, NAVY (OPN)--An appropriation of funds established for the financing of systems, equipment and related support meeting the investment criteria.

OUT-OF-HOUSE--Total reimbursable costs incurred for reimbursable contractual services; the reverse of in-house. 

OUTLAYS--A budget term used to describe an actual cash payment or issuance of check against the Treasury to satisfy a government obligation. Outlays include interest accrued on the public debt or other forms of payment, net of refunds and reimbursements. Expenditures or net disbursements.
OUTSTANDING COMMITMENT--A reservation of funds remaining unobligated.

OUTSTANDING OBLIGATION--The unpaid obligation.  Synonymous terms are unliquidated, undisbursed or net obligation.

OVERHEAD APPLIED--That amount assessed against direct job order numbers on the basis of overhead rates applied to each direct hour worked.  The applied overhead rate is part of the stabilized rate used to bill customer appropriations and generate revenue to reimburse DBOF for overhead expenses incurred.  

OVERHEAD BUDGET--An annual summary, usually reviewed and adjusted during the year, of the total general and administrative and production cost anticipated for each reporting entity for the fiscal year.  (Applies to DBOF only.)

OVERHEAD COST RATIO--Production and G&A cost divided by total  cost used by management to measure the ability to manage/control overhead cost.  (Applies to DBOF only.)

OVERHEAD EXPENSE--Consists of both General and Administrative (G&A) and Production Expense.  The G&A costs incurred are of an indirect nature which support the entire activity, i.e., they cannot be identified to a direct program or production cost center.  Production expenses are incurred by direct cost centers that can neither be readily nor necessarily identified to a specific customer order, i.e., training, supervision, etc.  (Applies to DBOF only.)

OVERHEAD RATE--Rate applied to direct labor hours for the purpose of costing products or services with a proportionate share of overhead costs.  (Applies to DBOF only.)

OVEROBLIGATION--An overobligation exists, for funds control purposes, when the total obligations (paid and unpaid) exceed the authorized amount against a line of accounting on a funding document.  If 31 USC 1517 responsibility has been passed to the activity, it applies to that document whether or not costs are billed.   Costs should not be incurred that exceed the customer order.

OVERRUN, FUNDING DOCUMENT--An overrun exists when costs exceed authorized amount against a line of accounting on a funding document.  The ACRN cannot be billed without incurring a violation of 31 U.S.C. 1517.  Costs incurred have already been paid from the Defense Business Operations Fund corpus.  Additional funds are required to reimburse the corpus.  

OVERTIME--Hours and/or dollars associated with time worked in excess of agreed upon basic schedule.
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PARTICIPATING REQUIRING MANAGER (PARM)--An organization responsible for the execution of funds received, via a Project Directive, from the Requiring Financial Manager.  PARM must have Standard Accounting and Reporting System (STARS) capability.

PART-TIME PERMANENT (PTP) EMPLOYEE--An employee with either career, career conditional, or excepted appointments and defined as permanent by the Office of Personnel Management (OPM) who is regularly employed on a prearranged tour of duty which is less than the specified hours or days of work for full-time employees.  

PART-TIME TEMPORARY (PTT) EMPLOYEE--An employee hired for one year or less for programs, projects, or phases requiring temporary service, who is regularly employed on a prearranged tour of duty, which is less than the specified hours or days of work for full-time employees.

PASSTHROUGH--A means by which the Comptroller of the Navy provides funding to compensate for expenses not included in the budget.  (Applies to DBOF only.)


PAST YEAR--The fiscal year immediately preceding the current year; the last completed fiscal year.

PERFORMANCE BUDGET--A budget that focuses attention upon the general character and relative importance of the work to be done by taking as its basis the estimated cost of programs, function, and project designed to accomplish mission. For example, the cost of a function: that is, operating a rifle range, communications centers, motor pool, etc.; versus the cost of "things"; that is, supplies, equipment, personnel services, etc.

PERFORMING ACTIVITY--An activity that is responsible for performing work or service, including production of material and/or procurement of goods and services from other contractors and activities.

PERIOD OF AVAILABILITY--The period of time in which budget authority is available for new obligations.

PLAN--The process of determining the requirements needed to accomplish the mission.

PLANNING ESTIMATE/OPERATING TARGET (OPTAR) HOLDER--A planning estimate/OPTAR Holder is a person granted administrative control of a designated amount of funds. Planning estimates / OPTAR's are issued by operating budget holders to departments, divisions, etc., within a responsibility center.


PLANNING, PROGRAMMING AND BUDGETING SYSTEM (PPBS)--The system is a cyclic process containing three distinct, but interrelated phases:  Planning, programming and budgeting which establishes the framework and process for decision making on future programs.  The ultimate objective is to provide operational commanders the best mix of forces, equipment, and support attainable within fiscal constraints.


PLANT PROPERTY--Navy owned/controlled real and personal property of a capital nature located in the naval shore establishment.

PRESIDENT'S BUDGET--The budget for a particular fiscal year transmitted to the Congress by the President in accordance with the Budget and Accounting Act of 1921, as amended.

PRINCIPAL ITEMS--A relatively small number of very high cost major end-items which are procured through investment appropriations and normally managed by a hardware command. Principal items are normally issued to Navy end users without charge.


PRIVATE PARTY--Organizations outside the federal government who require and obtain some form of product or services from a DBOF activity. 

PRODUCT LEADERSHIP AREA--The top Work Breakdown Structure of a functional Work Breakdown structure of Naval Air Warfare Center Workload.  An example of product leadership area is:  Aircraft Launch and Recovery System. 

PRODUCTION COST CENTER--An organizational entity engaged directly in performing the technical or productive mission(s) of the activity.  The same as Direct Cost Center.

PRODUCTION EXPENSE--Expense incurred by direct cost centers that cannot be readily nor necessarily identified to a specific customer order, i.e., training, supervision, etc.  Part of overhead expense. 

PRODUCTION MANAGEMENT COST CENTER--An organizational entity engaged in performing direct managerial support and/or services for a group of cost centers.

PRODUCTION RATE VARIANCE--(See Variance)  The over or under application of the production overhead when compared to production expense (rate variance).

PRODUCTIVITY RATIO--Result of dividing total civilian direct labor hours (regular and overtime) or converted work years by the total of all civilian productive hours (regular and overtime) or converted work years.


PROGRAM--A combination of program elements designed to express the accomplishment of a definite objective or plan which is specified as to the time phasing of what is to be done and the means proposed for its accomplishment. Programs are aggregations of program elements, and, in turn, aggregate to the total FYDP.

PROGRAM COST CATEGORIES--
1.
Research and Development. Those program costs primarily associated with Research and Development efforts including the development of a new or improved capability to the point where it is ready for operational use. These costs include equipment costs funded under the RDT&E appropriations and related Military Construction appropriation costs. They exclude costs that appear in the Military Personnel, Operation and Maintenance and Procurement Appropriations. 

2.
Investment. Those program costs required beyond the development phase to introduce into operational use a new capability, to procure initial, additional or replacement equipment for operational forces or to provide for major modifications of an existing capability. They include Procurement and Military Construction appropriation costs, and exclude RDT&E, Military Personnel, and Operation and Maintenance appropriation costs. 

3. Operating. Those program costs necessary to operate and maintain the capability. These costs include Military Personnel and Maintenance. 

PROGRAM DECISION MEMORANDUM (PDM)--A document which provides decisions of the Secretary of Defense on Military Department POMs.

PROGRAM ELEMENT--The basic building block of the Defense Program, the program element is a description of a mission by the  identification of the organizational entities and resources needed to perform the assigned mission.  Resources consist of forces, manpower, material quantities, and costs, as applicable.

The Future Years Defense Program (FYDP) establishes the planned force structure and financial levels for the military departments for a six-year period.  In order to permit the making of meaningful decisions, provision is made for accumulating and controlling information concerning planning and programming and resultant actions in execution of the programs by meaningful categories called "programs."  The eleven programs now used are as follows:


 1.  Strategic Forces


 2.  General Purpose Forces


 3.  Intelligence and Communications


 4.  Airlift and Sealift


 5.  Guard and Reserve Forces


 6.  Research and Development


 7.  Central Supply and Maintenance


 8.  Training, Medical, and Other General Personnel


     Activities


 9.  Administration and Associated Activities

 
10.  Support of Other Nations


11.  Special Operations Forces

Each of the programs is divided into categories called "Program Elements."  All operations of the Department of the Navy, represented by the Departmental organizations, field activities, and operating forces are assigned to one or more of the program elements.  The account structure of elements within the programs is designed to satisfy many requirements but, in general, it is able to produce total costs displayed in the two following formats:


1.  for management use (organization oriented),


2.  for planning and programming use (mission oriented).

Within the details of the 11 programs, the Department of the Navy must account for all personnel, every ship and station, all material, and every dollar available to the Department.

 
PROGRAM OBJECTIVES MEMORANDUM (POM)--A formal submission from the Military Departments to the Secretary of Defense in a prescribed format which outlines the resource allocation decisions made by the Military Departments in accordance with the Defense Planning Guidance.

PROGRAMMING COST--Cost data for making program decisions. Programming costs are based on sets of factors that will provide consistent cost data under the same or similar circumstances, and which are directly related to the explicit elements of the program decision.

PROGRESS PAYMENT--Payment made to a contractor or other government activity as work progresses.  Amounts are usually based upon actual expenditures and work performed at a particular stage of completion, as specified in the contract.

PROJECT--A planned undertaking having a finite beginning and ending, involving definition, development, production and logistic support of a major weapon or weapon support system or systems. A project may be the whole or part of a program. A Designated Project is a project which, because of its importance or critical nature, has been selected for intensified project management.

PROJECTION--An estimate of financial or resource data for a specific future time period. 


PROJECT MANAGER--The individual within the bureaus, and offices responsible, within well-defined boundaries of time, resources, and performance requirements, for executing an approved project.

PROJECT ORDER--A specific, definite and certain order between Navy activities, for work or for the manufacture of supplies, material or equipment which, for the purpose of obligation assumes the characteristics of orders or contracts placed with commercial enterprises.

PROMPT PAYMENT ACT--Legislation that requires the Federal Government to pay interest on late payments made on contracts and purchase orders.

PURCHASE ORDER (DD Form 1155)--An order for work or services issued to commercial vendors. 

PURCHASED FIXED ASSETS--Plant property, class 2 through 4, initially acquired using funds from an activity's corpus. 

RATED SERVICE ACCOUNTS--Established for efforts that support multiple sponsors and incur maintenance and operations costs not readily identifiable to specific sponsors at the time costs are incurred.  (Applies to DBOF only.)

REAL PROPERTY--Land (plant property, class 1) and buildings, structures, and utilities (plant property, class 2).


REAPPORTIONMENT--A revision of an annual "apportionment" during the fiscal year, either upwards or downwards.

REAPPROPRIATION--Congressional action to restore the obligation availability, whether for the same or different purposes, of all or part of the unobligated portion of budget authority in an expired account. Obligation availability in a current account may also be extended by a subsequent appropriation act.

REBATE--A means by which the Comptroller of the Navy withdraws funding which is considered to be excess to the DBOF activity's requirements for reimbursement to another appropriation (usually O&M,N).  (Applies to DBOF only.)


RECEIVABLES--A collective term used to describe amounts due or to become due from others, usually within a relatively short time.

RECLAMA--A request for reconsideration of an item which has been deleted, reduced or otherwise adjusted during the NAVCOMPT and OSD/OMB phases of the budget process. Although the term "Appeal" has the same meaning, it is not normally used in connection with these phases.

RECONCILIATION--A process use by Congress to reconcile amounts determined by tax, spending, and debt legislation for a given fiscal year with the ceilings enacted in the concurrent resolution on the budget for that year.

REFUNDS--Recoveries of excess payments that are for credit to an appropriation or fund account. These items, such as the recovery of a salary overpayment or a return of the unused portion of a travel advance, will not be included as reimbursements but will be treated as reductions of disbursements. Refunds will also include credits to an appropriation or fund account due to accounting adjustment relating to obligations or disbursements where such procedure is permitted by law or regulations.

REIMBURSABLE EXPENDITURE--An expenditure that is made for another agency, fund, or appropriation, or for a private individual, firm or corporation, which subsequently will be recovered.

REIMBURSABLE OPTAR--Funds provided by a tenant to a host command in return for the host's providing specified and mutually agreed services.

REIMBURSABLE WORK ORDER (RWO)--A request to provide a product or service to the requester which may entail expenditure of labor, material, services or sub-contractual support to fulfill the request, and with funds coming from outside the Operating Budget.

REIMBURSEMENTS--Amounts received by an activity for the cost of material, work, or services furnished to others, for credit to an appropriation or other fund account.

REPROGRAMMING--The transfer of funds between programs of an appropriation; a shifting of funds from the original purpose for which they were justified by Congress.

REQUEST FOR CONTRACTUAL PROCUREMENT--A reimbursable order normally used to provide funds for direct citation on contracts or requisitions. These citations are of the requester's fund vice those of the performing contracting activity.

REQUIRING FINANCIAL MANAGER (RFM)--An organization entity having overall responsibility for budget and funding execution for a weapons system or other program.  The RFM receives a command allocation of obligational authority which may be further distributed by issuing a Project Directive to a participating manager or by issuing an allotment, direct cite document or reimbursable order to a field activity.

RESERVES--Amounts collected in the current year as a reserve to help finance planned, periodic or extraordinary requirements. Types of reserves that can be established are:  Capital equipment purchases, major maintenance and repair, minor construction, cash level requirements, management software systems development, etc.  Establishment of reserves are determined by NAVCOMPT and OSD(C).


RESCISSION BILL--A bill or joint resolution that provides for cancellation, in whole or in part, of budget authority previously granted by the Congress. Under the Impoundment Control Act of 1974, unless approves a rescission bill within 45 days of continuous session after receipt of the proposal, the budget authority must be made available for obligation.

RESOURCE AUTHORIZATION--Title of the Funding Document NAVCOMPT 2168-1, NAVCOMPT 372, etc., authorizing Obligation and/or Expense/Military Services Authority (funds).

RESOURCE MANAGEMENT SYSTEM (RMS)--The formalized system by which the Navy tracks and accounts for financial resources provided to and employed by Navy ashore commands within the Operations and Maintenance and Research and Development Appropriations.

RESOURCES--Resources consist of military and civilian personnel, material on hand and on order, and the entitlement to procure or use material, utilities and services.

RESPONSIBLE OFFICE--The office, bureau, systems command, or Headquarters, U.S. Marine Corps which has assigned the responsibility for overall management for all programs financed by an appropriation. The Director, CNO Fiscal Management Division (N-82) is the responsible office for all Navy appropriations, except RDT&E,N appropriation. The Headquarters, U.S. Marine Corps is the responsible office of all Marine Corps appropriations. The Office of the Chief of Naval Research is the responsible office for RDT&E,N.

RESPONSIBILITY CENTER--An activity listed in the Standard Navy Distribution List. Several activities may be combined in one responsibility center when the individual activities are considered small enough to justify the combination or when operational requirements make the combination necessary.

RETAIL STOCK--Control of requirements for this material is determined by the local retail stock point based upon guidance from the Fleet Material Support Office. (Material is pulled to the stock point.)

REVENUE--Amount received from billings to customers for work completed and services rendered. 

REVENUE CATEGORIES--The major type of work or services performed by Defense Business Operations Fund activities pursuant to its primary missions. 


REVOLVING FUND--A fund established to finance a cycle of operations in which reimbursements and collections were returned for reuse in a manner that maintained the principal of the fund. A self-perpetuating or working capital fund. DoN revolving funds included the stock fund and industrial funds of the Navy and Marine Corps, the funds established to operate a laundry service for the Naval Academy, and the funds to provide for defense production guarantees. See Defense Business Operations Fund (DBOF).

SEATASK--A task assignment from the Naval Sea Systems Command.  See Task Assignment.


SECONDARY ITEMS--DoN stock fund material, a large quantity of which is relatively inexpensive. Items include consumables, repair parts and depot repairables.

SEQUESTRATION--An automatic, across-the-board reduction of funds that can occur if spending exceeds the caps on "discretionary spending" in accordance with the Budget Enforcement Act of 1990

SERVICE COST CENTER--An organizational entity engaged in the performance of functions which can be readily identified to a unit of measure, e.g., a test, an event, computer running time, etc.  The cost of performance in a service cost center will be charged to beneficiaries of the service on the basis of a rate applied to a unit of measure. 

SERVICE CENTER RATE VARIANCE--The difference between the actual Service Cost Center expenses and the actual revenue generated through the application of the Service Cost Center rates.


SERVICES REQUEST--An order for services to be performed issued by an activity, organization or private party to another. Documents utilized for this purpose are ordered for Work and Services (NAVCOMPT Form 2275), Requisition (DD Form 1345), and Request for Issue or Turn-in (DD Form 1150). The accepted order is the basic source of authority to incur costs and perform work.

SOFTWARE--The entire set of programs, procedures, and related documentation associated with a computer system.  Includes off-the-shelf software which is commercially available and customer software which is either commercially or in-house designed or developed. 


SOLE USE FACILITY--A building or structure that is designated for the exclusive use of the receiver. Identifiable costs are reimbursable.

SPACETASK--A task assignment from the Space and Warfare Command.  See Task Assignment. 

SPECIAL DEPOSIT--Funds deposited with the government in advance by a private party or non-Department of Defense activity for work to be performed by the Government. 


SPECIFIC JOB ORDER--A job order established for the accomplishment of specified work with an estimated completion date and for which summarization of cost incurred is desired upon completion.

SPENDING PLAN-A responsibility center's documented budget execution plan detailing how it intends to spend that fiscal year's funds.

SPONSOR ORDER--A request for work or services to be performed which describes the work to be completed, indicates the  completion date, the total amount authorized and the accounting data to be charged for the work.  Government furnished material (GFM) related to the order is also identified.  Acceptance of a sponsor's order by the activity is the basic source of authority to incur obligations, perform work, bill and ultimately be reimbursed for incurred cost identifiable to the sponsor's order.  Costs should not incurred that exceed the customer order.

SPONSOR OWNED ASSETS--Assets purchased with sponsor funds for use in specific projects.  (Depreciation is not charged nor does it reflect in the purchasing activity's Defense Business Operations Fund financial statement.)  (Applies to DBOF only.)

SPONSORS--Government agencies or private parties who provide funding for performance of services and are billed for costs incurred in performance of these services.

STABILIZED RATE--A combined predetermined rate that includes accelerated labor and overhead (zero in certain cases, i.e., MRTFB) that is applied to direct labor hours performed against a sponsor's funds. The rate is fixed so that the same hourly charge to a sponsor's funds is made for all employees of a cost center and/or labor group regardless of their individual hourly salaries.  The resulting variance is written off annually to accumulated operating results.  Rates charged by service cost centers for work performed are also stabilized rates.  These rates are approved by the Comptroller of the Navy prior to the beginning of the fiscal year and cannot be changed without Comptroller of the Navy approval.  (Applies to DBOF only.)

STABILIZED LABOR RATE VARIANCE--See Variance.  The difference between the stabilized labor rate charged to the customer and the actual accelerated labor costs incurred.  This is a subset of the stabilized rate variance.  (Applies to DBOF only.)

STANDARD DOCUMENT NUMBER--A 15-character number assigned to each document prepared and processed as inputs to the financial system. The first six positions represent the unit identification code (UIC) of the issuing activity.

STANDING JOB ORDER--A job order established to provide for services in connection with the maintenance and operation of the activity during a specified period.

STOCK FUND--See Defense Business Operations Fund (DBOF).

STORES ACCOUNT--An account reflecting the cost and/or the quantity of supplies on hand and available for issue.


STRAIGHT TIME VALUE--Results of dividing the direct straight time hours by the average on board people.  This is used by management to measure the indirect support required to produce the product.

SUBHEAD-- 


1.  GENERAL.  An appropriation or fund subhead is a subdivision of an appropriation or fund.  Subheads identify the budget activity (major program) and are designated by a four-digit numeric or numeric-alpha number suffixed to an appropriation or fund symbol.  Subheads are used primarily for administration, accounting and control of an appropriation.


2.  DIRECT PROGRAM SUBHEADS.  The direct program is composed of budget activities established within an appropriation for the purpose of classifying in a meaningful manner the specific functions contained in the budget as approved by Congress.  This program is financed by a direct appropriation of funds.


3.  REIMBURSABLE PROGRAM SUBHEADS.  The reimbursable program is composed of a single budget activity under each appropriation in which a reimbursable program is administered.  This program is financed through collection of reimbursements and not by a direct appropriation of funds.

 
SUCCESSOR "M" ACCOUNT--Previously, upon lapse of annual and multiple-year appropriations, the obligated but unexpended balances merged/transferred into the appropriations Successor "M" Account. The "M" Account was phased out on 30 September 1993.

SUPPLEMENTAL APPROPRIATION--An appropriation enacted as an addition to a regular annual appropriation act. Supplemental appropriations provide additional budget authority beyond original estimates for programs or activities that are too urgent to be postponed until the next regular appropriation.

SUPPORTING ACTIVITY--This is an activity that provides only services to another activity.

SURCHARGE--A specified percentage of costs added to the regular charges for billing a customer. Normally the customer is a government department outside the Department of Defense, a foreign government or private party.

SURPLUS--The amount by which revenues exceed outlays.


TASK ASSIGNMENT--A description of technical work provided by the customer.  Some examples are AIRTASKS issued by the Naval Air Systems Command, SEATASKS issued by the Naval Sea Systems Command and SPACETASKS issued by the Space and Warfare Command.  The task assignment delegates and delineates the following: 


a.  Technical instructions


b.  Work schedule


c.  Required reports and documentation


d.  Contractual authority


e.  Sources and disposition of equipment


f.   Cost estimates


g.  Other applicable information

Actual authorization to begin work is provided by separate reimbursable orders.  

TENANT ACTIVITY--An activity that uses facilities and receives support from another activity.

TOTAL OBLIGATIONAL AUTHORITY (TOA)--TOA is the total amount of funds available for programming in a given year, regardless if the year the funds are appropriated, obligated or expended. TOA includes new obligation authority, unprogrammed or reprogrammed obligation authority from prior years, reimbursements not used for replacement of inventory in kind, advance funding for programs to be financed in the future and unobligated balances transferred from other appropriations.

TRANSACTION (FINANCIAL)--The conduct of business involving the participation of two or more parties for the purpose of exchange of goods or services for money or other considerations. A transaction is comprised of various stages before completion. The function of an accounting system is to identify, classify and record transactions.

TRANSFER AUTHORITY--Authority provided by Congress to move budget authority from one appropriation or working capital fund, or any statutory subdivision thereof, to another.

UNALLOCATED COSTS--Costs recorded in the general ledger pending proper identification and coding. 

UNBILLED BALANCE--See Carryover.  Balance of current and prior year reimbursable funds, which have not been billed to sponsors (includes all funds remaining on activity's books).

UNDELIVERED ORDERS--An undelivered order is any document, meeting the criteria for an obligation that is issued for material or services that has not as yet been received by the activity that ordered it. Includes material requisitions applicable to reimbursable orders issued for material to be delivered from a stock funded inventory, purchase orders issued which cite annual appropriations and overhead materials requisitions issued by modified industrial activities whose operations are principally financed by reimbursable orders.

UNDISTRIBUTED DISBURSEMENTS--Disbursements not processed by the authorization accounting activity against obligation records.

UNFUNDED REIMBURSEMENTS--Unfunded reimbursements result when work or services are provided without a specific order. Reimbursement for user charges (i.e., commissary surcharge) and jury duty fees, are examples.

UNFUNDED REQUIREMENTS--Those programs and functions which cannot be performed within the constraints of the control numbers assigned to an activity.

UNIFIED BUDGET--Describes the way the federal budget is currently displayed. This display includes revenues and spending for all regular federal programs and trust funds except Social Security, which was removed from budget totals beginning with Fiscal Year 1987. Prior to the creation of the unified budget in 1969, all trust funds were excluded from budget totals.

UNIT COST RESOURCING--A financing tool based on the concept that costs of operating an activity should be related to outputs produced. From this information the activity can establish a unit cost per output. The activity's budget is determined by multiplying the budgeted unit cost per output times the budgeted level of outputs.


UNIT IDENTIFICATION CODE (UIC)--A five digit alpha numeric code used to identify organizational entities within the Department of the Navy.


UNLIQUIDATED OBLIGATIONS--Outstanding obligations with no matching expenditures.


UNMATCHED DISBURSEMENT (UMD)--A disbursement that has been reported to the Department of Treasury and recorded at an accounting office, but does not match all accounting data elements of an obligation record.

VARIANCE (BILLING AND LABOR)--Difference between actual cost and actual revenue generated through the application of rates, such as:  accelerated rate variance, G&A rate variance, production rate variance, service center variance, stabilized labor rate variance, etc.  (Applies to DBOF only.)


ACCELERATION RATE VARIANCE--The difference between budgeted acceleration and actual leave and fringe benefit costs.  (Applies to DBOF only.)


GENERAL AND ADMINISTRATIVE VARIANCE--The over or under application of the general overhead when compared to general and administrative expense (rate variance).  (Applies to DBOF only.)


PRODUCTION VARIANCE--The over or under application of the production overhead when compared to production expense (rate variance).  (Applies to DBOF only.)


SERVICE COST CENTER VARIANCE--The difference between revenue generated by the service cost center and actual operating expenses.  (Applies to DBOF only.)


STABILIZED LABOR RATE VARIANCE--The difference between the stabilized labor rate charged to the customer and the actual accelerated labor costs incurred.  This is a subset of the stabilized rate variance.  (Applies to DBOF only.)


STABILIZED RATE VARIANCE--The gain or loss resulting from the variances between stabilized rates billed and related accrued costs.  (Applies to DBOF only.)

 
VOUCHER--Any document that is evidence of a transaction, showing the nature and amount of the transaction. It usually indicates the accounts in which the transaction is to be recorded.

VOUCHER NUMBER--A serial number assigned to a voucher used to make payments to a contractor for delivery of supplies or performance of a service.

WARRANT--An official document issued by the Secretary of the Treasury and countersigned by the Comptroller General of the United States by which moneys are authorized to be withdrawn from the Treasury. Warrants are issued after appropriations and similar congressional authority has been enacted.

WHOLESALE STOCK--Stock requirements and availability is determined by the appropriate wholesale Navy inventory control point. (Material is pushed to the stock point by the appropriate inventory control point.)


WORK COMPLETION DATE--The date appearing on a funding document that specifies when the work will be completed.  The work completion date cannot exceed the appropriation expiration date on the order, except in the case of a project order.  Field activities cannot incur new obligations after the work completion date. 

WORK-IN-PROCESS (WIP)--Partly finished products or services at the activity, consisting of direct material, direct labor, applied overhead and other direct costs.  Activity WIP also includes the value of completed products or services prior to the preparation of a billing to the customer. 

WORKING CAPITAL FUND--A revolving fund used as a source of financing for work that will be paid for by the customer after the completion of the job.

WORK MEASUREMENT--The process of&#9;establishing performance standards in terms of hours per work unit. Some of the principal techniques used are: stopwatch observations, synthesis of predetermined standards; work sampling; and statistical inference from historical data. The principal purpose of the standards is to compare the work performed with the man-hours expended. Such information may be used for personnel planning, work scheduling, budget justification and cost control.


WORK REQUEST--The funding document issued under the Economy Act Order.  In the financial and business area this term usually refers to the NAVCOMPT Form 2275 (WR/Economy Act Order) or 2276A (Order for work and services/direct citation), which is a funding document and an order for work or services between Navy and/or Marine activities. 


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

WORK YEAR--Represents the full time equivalent of one employee in a regular paid status for one fiscal year.  Computed by dividing basic hours as reported in the Civilian Personnel Resource Reporting System (CPRRS) by the corresponding number of CPRRS hours on the CPRRS calendar for the same time period.


REGULAR (CIVILIAN/MILITARY)--All basic hours including leave, divided by the number of total hours available in a given fiscal year (i.e., 2,080, 2,088, 2,096, based on current Comptroller of the Navy guidance).  These denominators are broken down into equivalency factors during the fiscal year based on elapsed time thus enabling such calculations to reflect work years for the period being reported. 


OVERTIME (CIVILIAN)--Overtime hours worked divided by the productive work year factor of 1750.  These denominators are broken down into equivalency factors during the fiscal year based on elapsed time thus enabling such calculations to reflect work years for the period being reported. 


WORK YEAR, PRODUCTIVE--Represents a measurement of the equivalent number of people it takes to perform workload requirements. 

WORK YEAR, PRODUCTIVE (REGULAR)--Regular labor hours worked, excluding all leave hours, divided by either an actual productive work year average for actual reporting or 1,750 for general planning purposes.  These denominators are broken down into equivalency factors during the fiscal year based on elapsed time thus enabling such calculations to reflect work years for the period being reported. 

WORK YEAR, PRODUCTIVE (OVERTIME)--Overtime hours worked divided by the productive work year factor of 1750.  These denominators are broken down into equivalency factors during the fiscal year based on elapsed time thus enabling such calculations to reflect work years for the period being reported. 


CONTRACTOR--Contractor hours include all contractor engineering and support service hours, excluding holiday hours, divided by 2,000 hours.  Excludes contractor efforts involved in manufacturing of an end item and construction.  These denominators are broken down into equivalency factors during the fiscal year based on elapsed time thus enabling such calculations to reflect work years for the period being reported. 


YEAR-TO-DATE (YTD)--Cumulative totals lodged against job orders or cost accounts from the beginning of the fiscal year to current date.

ZERO BASED BUDGETING (ZBB)--A systematic process in which management undertakes the careful examination of the basis.

Reprogramming Actions

Prior Approval of Congress – DD Form 1415-1

Reprogramming actions requiring prior approval (written approval) of the Congressional committees are actions involving the application of funds, regardless of amount, that:

· Increase in procurement quantities of a major end item (of an aircraft, missile, etc.) for which funds are authorized.  In such cases where specific Congressional language is provided allowing for additional quantities to be procured within appropriated funds, increases to quantities for major end items shall be submitted to USD(C) for approval as an internal reprogramming action.  (DoD FMR Vol 3 060401)

· Impacts a Congressionally designated special interest item (DoD FMR Vol 3 060401)  This includes appyling internal NAVAIR withholds (i.e., non-Congressional reductions) as well as using special interest funds for other purposes after the intent of Congress has been met when there are funds remaining.

· Involves the use of general transfer authority (between appropriations or fund) (DoD FMR Vol 3 060401)

O&M,N
· Reprogrammings for transfers in excess of $15M between BAs (FMB memo of 12 Nov 98 – Execution of FY 99 O&M,N)
· Transfers in excess of $15M out of the following SAGs:  Aircraft Depot Maintenance (1A5A), Ship Depot Maintenance (1B4B) (FMB memo of 12 Nov 98 – Execution of FY 99 O&M,N)

Notification of Congress  - DD Form 1415-2

Reprogramming actions requiring notification to Congressional committees are actions involving changes in the application of funds within an appropriation in amounts (thresholds) greater than agreed upon between the committees and the Department.  (Notification of Congress:  HAC, HASC, and House and Senate Intelligence Committees (when applicable) approval may be assumed after 15 days from receipt of the action unless a hold or objection is received.  An automatic hold is placed on each notification action upon delivery to the SAC/SASC and may only be removed when approval in writing is received.) (DoD FMR Vol 3 060408)

MPN
· Cumulative increase of $10M or more in a BA (DoD FMR Vol 3 060401)

O&M
· Transfers in excess of $15M out of the following SAGs:  Mission and Other Flight Operations (1A1A), Fleet Air Training (1A2A), Aircraft Intermediate Maintenance (1A3A), Mission and Other Ship Operations (1B1B), Ship Operational Support and Training (1B2B), Ship Intermediate Maintenance (1B3B) (FMB memo of 12 Nov 98 – Execution of FY 99 O&M,N)
· Transfers between BAs or involving the above specific SAGs require N82 advance approval (FMB memo of 12 Nov 98 – Execution of FY 99 O&M,N)

APN/WPN/

OPN/PAN&MC
· Cumulative increase of $10M or more in a procurement line item (P-1) in a given FY (DoD FMR Vol 3 060401)
· New Start:  Adding a new P-1 of $2M or more in a FY (requires letter notification to Congress 30 legislative days in advance of initiating a program if less than $2M) (DoD FMR Vol 3 060401, 060904, 060905)
· New Start:  Adding a new P-1 of $10M or more within a 3-year period (requires letter notification to Congress 30 legislative days in advance of initiating a program if less than $10M over 3-year period) (DoD FMR Vol 3 060401, 060904, 060905)
· New Start:  Establishing a new OSIP within a P-1 line item (subsequent to initial OSIP presentation and approval in the budget process, new and unrelated ECPs will be classified as new OSIPs)
· A cumulative decrease of more than $10M or 20% of the appropriated amount (inclusive of supplemental appropriations and rescissions), whichever of the two is greater (DoD FMR Vol 3 060401)
· Termination of a program resulting in elimination of a P-1 line item or a subprogram of $10M or more within a procurement program.  (Termination of programs falling within the amounts normally allowed by BTR requires letter notification to Congress via (USD(C)) (DoD FMR Vol 3 060401, 061001)

RDT&E,N
· Cumulative increase of $4M or more in an existing program element (PE) in a single FY (DoD FMR Vol 3 060401)
· New Start:  Adding a new program (R-1) of $2M or more in a FY (requires letter notification to Congress 30 legislative days in advance of initiating a program less than $2M) (DoD FMR Vol 3 060401, 060904, 060905)
· New Start:  Adding a new R-1 of $10M or more over a 3-year period (requires letter notification to Congress 30 legislative days in advance of initiating a program less than $10M over a 3-year period) (DoD FMR Vol 3 060401, 060904, 060905)
· Cumulative decrease of more than $4M or 20% of the appropriated amount (inclusive of supplemental appropriations and rescissions), whichever of the two is greater (DoD FMR Vol 3 060401)
· Termination of any R-1 which is equal to the total amount of the PE, or elimination of a subprogram/project $10M or greater within such a PE.  (Termination of programs falling within the amounts normally allowed by BTR requires letter notification to Congress via (USD(C)) (DoD FMR Vol 3 060401, 061001)

Reprogrammings Requiring USD(C) Approval – DD Form 1415-3

· Internal DoD reprogrammings which result in changes in Congressionally approved amounts for appropriations, BAs, or line items but which do not exceed Congressional thresholds nor represent changes in the original purpose for which the funds were approved (DoD FMR Vol 3 060402)

Below Threshold Reprogrammings (BTRs)

Reprogramming actions internal to the Department are audit-trail actions processed within the Department and service various needs.  (Approved at the claimant level)

MPN
· Cumulative increase of less than $10M in a BA (DoD FMR Vol 3 060802)

O&M
· Cumulative increase of less than $15M in a BA (FMB memo of 12 Nov 98 – Execution of FY 99
· Transfers between BAs or involving specific SAGs listed under Notification require N82 advance approval (FMB memo of 12 Nov 98 – Execution of FY 99 O&M,N)
· May rebalance funds between project units and SAGs (except for specific SAGs listed under Notification), but reprogramming between AGs must be reported to FMB 
· Transfers of $15M or less out of the following SAGs:  Mission and Other Flight Operations (1A1A), Fleet Air Training (1A2A), Aircraft Intermediate Maintenance (1A3A), Mission and Other Ship Operations (1B1B), Ship Operational Support and Training (1B2B), Ship Intermediate Maintenance (1B3B) (FMB memo of 12 Nov 98 – Execution of FY 99)

APN/WPN/

OPN/PAN&MC
· Cumulative increases of less than $10M in a P-1 in a FY (DoD FMR Vol 3 060802)
· Cumulative decrease of $10M or less, or a less than 20% decrease of the appropriated level of the P-1 (inclusive of supplemental appropriations and rescissions) over the life of the appropriation, whichever of the two is greater (DoD FMR Vol 3 060802)

RD&TE,N
· Cumulative increases of less than $4M to an existing PE (DoD FMR Vol 3 060802)
· Cumulative decreases of $4M or less, or a less than 20% decrease of the appropriated level of the PE (inclusive of supplemental appropriations and rescissions), whichever of the two is greater (DoD FMR Vol 3 060802)
· Elimination of a subprogram/project of less than $10M within a PE (DoD FMR Vol 3 061002)
· ASN(RDA) memo of 18 Dec 95:
· CNR approves all adjustments to BAs 1 and 2

· For ACAT I, II and special interest programs (BAs 3-7), claimants have below threshold reprogramming authority for an increase/decrease of $500K or less.  BTRs involving multiple claimants (including transfers between PEOs and/or NAVAIR programs) under $500K are approved by ASN (RDA).  Approval of BTRs greater than $500K is not delegated.

· For ACAT III and IV programs (BAs 3-7), claimants have reprogramming authority for all internal BTRs.  BTRs involving multiple claimants (including transfers between PEOs and/or NAVAIR programs) will be approved by ASN (RDA).

· For non-ACAT programs (BAs 3-7), claimants have approval authority for internal BTRs under $500K.  BTRs involving multiple claimants, (including transfers between PEOs and/or NAVAIR programs) and/or greater than $500K is delegated to N091.

Notes:

· Data provided should be consistent with the level of detail provided in justification material submitted to Congress (i.e., the BA for MPN and O&M, P-1 line item for procurement, and R-1 (PE) for RDT&E,N)

· Items eligible for reprogramming:  Agencies may submit actions only for higher priority requirements than those for which originally appropriated, based on unforeseen military requirements, than the items for which the funds were originally appropriated, and in no case where the item for which reprogramming is requested has been denied by the Congress.  (DoD FMR Vol 3 060401, 060802)
· If a reprogramming increase has been denied by Congress, DoD policy prohibits the use of a series of BTRs to finance the requested increase (DoD FMR Vol 3 060408, 060802)
· Must refer back to threshold in effect at the time the funds were appropriated

· BTRs which result in a change in program scope but do not change procurement quantity require prior approval from the applicable resource sponsor or NAVCOMPT office for OPN funds.

· Special interest items:  Reprogramming actions impacting special interest programs (such as real property maintenance) require some type of specific Congressional notification.  BTR actions may not be used.  Primary vehicles are the DD 1415-1 which requires Congressional approval in writing prior to implementation.  (DoD FMR Vol 3 060401)
· New Starts:  

· Definition of new start:  A program not previously justified and appropriated by Congress through the normal budget process.  A new start may require the establishment of a new line item on an allocation, or may be planned as a new effort within an existing allocation line item.  (ASN(FM&C memo of 19 Sep 97)
· Funding for new starts may not be done without some type of Congressional notification – either by letter for those new starts under $2M for the entire cost of the new effort, or by notification reprogramming (DD 1415-2) for new starts $2M or more for the entire effort or more than $10M over a 3-year period.  (DoD FMR Vol 3 060903)
· Congress expects to be notified whenever DoD initiates any new modification, except for those safety modifications expected to cost less than $10M over 3 years.  (DoD FMR Vol 3 060903)
· A program effort in one year in the Procurement and RDT&E accounts may be extended into a subsequent FY without constituting a new start.  This is considered an extension of the effort initiated in the prior year program.  (DoD FMR Vol 3 060903)
· Due to the characteristics of MPN and O&M programs, new starts seldom occur.  New starts would be significant new programs, contracts, or activities that have not been explicitly justified to Congress in budget justification material.  (DoD FMR Vol 3 060903)
· Procurement line items “Items less than $2,000,000”:  Program or cost growth will be accommodated within the $9.999M below threshold authority for the total line item value.  The amount of growth of an individual program will not be restricted as long as the aggregate line item total does not exceed $9.999M.  (DoD FMR Vol 3 060505)
· National Guard and Reserve Equipment Account (NGREA) Notification procedures:  Congress typically appropriates funds in lump-sum amounts to be used for aircraft and miscellaneous equipment and requests a detailed assessment of modernization priorities by each of the Reserve Component Chiefs in the Summary NGREA Acquisition Report.  Procurement of any item not included in the NGREA Acquisition Report cannot be initiated until the proper notification to Congress is made.  Letters requesting a change to the initial report must be submitted to the Congressional committees.  The DoD Component may implement reprogramming 30 calendar days after receipt by the committees unless notification to the contrary is received.  Normal reprogramming procedures apply for any reprogramming of funds affecting line items that are specifically identified by Congress in committee report language.  (DoD FMR Vol 3 061302, 061301)
· Normal reprogramming threshold will not apply based on Closing Accounts legislation  (P.L. 101-510) when currently available appropriations are used to fund obligations or adjustments to obligations which would otherwise have been funded from a canceled account before it was canceled.  Within an appropriation, reprogramming thresholds may be exceeded in currently available appropriations for increase or sources used to finance the “Canceled Account Adjustments” line item.  If reprogramming thresholds are exceeded for increases or sources to finance these obligations, then the DD 1416 should be footnoted to indicate that the threshold amount has been exceeded due to canceled account adjustments.  (DoD FMR Vol 3 060802, 061203)
· There is no requirement to submit reprogramming actions for expired accounts.  (DoD FMR Vol 3 061204)
· When it is necessary to realign funding into a BA or line item as a result of requirements for canceled account payments, Judgment Fund reimbursements, or problem disbursements, such reprogramming increases may be made without regard to threshold if financed from within the same allocation.  However, any limitations applicable to reprogramming decreases remain in effect.  (ASN(FM&C) memo of 19 Sep 97)
· Reprogrammings involving multiple PEOs/NAVAIR must be fully coordinated.
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