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SUBCOURSE OVERVIEW

This subcourse presents the principles, concepts, and basic procedures of reimbursement accounting as they apply to resource management; describes the types, stages, and entries of reimbursement transactions on accounting and resource management records; describes funded and unfunded expenses and direct and indirect costs as they apply to resource management; and describes how to apply funding absent activity concepts to specific documents.  It is one in a series of finance subcourses (FI 0752, FI 0758, FI 0759, FI 0790, and FI 0791) that deals with various aspects of governmental accounting.

Terminal Learning Objective
Actions:
You will identify reimbursement accounting principles, concepts, and procedures as they apply to resource management.

Conditions:
You will have access to information from Army Regulation (AR) 5-3, AR 37-1, AR 37-100-90, and Standard Financial System (STANFINS) User's Manual.

Standards:
Your identifications will be in accordance with (IAW) AR 37-1, AR 37-100-90, and STANFINS User's Manual.

There are two prerequisites for this subcourse.  You must complete them before you begin studying the material contained in this subcourse.  They are:

FI 0758, General Fund Accounting: Part I.


FI 0759, General Fund Accounting: Part II.
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The following publications are the references for this subcourse:

AR 5-3
Installation Management and Organization, November

1986.

AR 37-1
Army Accounting and Fund Control, April 1991.

AR 37-100-90
The Army Management Structure, July 1989.

STANFINS User's Manual, September 1982.

This subcourse contains information which was current at the time it was prepared.  In your own work situation, always refer to the latest publications.

The words "he," "him," "his," and "men," when used in this publication, represent both the masculine and feminine genders unless otherwise stated.

Acronyms and special terms used in this subcourse are explained in the list of acronyms in the appendix.  Not included in the list of acronyms are abbreviations and codes used in various government forms.  Where applicable, this subcourse defines and explains the nonuniform abbreviations and codes used in the forms.
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LESSON 1

REIMBURSEMENT CONCEPTS

LEARNING OBJECTIVE

Action:
Identify the purposes, procedures, and stages of reimbursement accounting as they apply to resource management.

Conditions:
You will have access to information from AR 5-3, AR 37-1, AR 37-100-90, and STANFINS User's Manual. 

Standards:
Your identifications will be IAW AR 37-1, AR 37-100-90, and STANFINS User's Manual.

INTRODUCTION

For the purposes of instruction, we will use the standard installation organization (SIO) model in this subcourse.  AR 5-3, Installation Management and Organization, describes the SIO model and prescribes that each installation directorate plan, program, budget, and execute the resources in its own functional area.  AR 5-3 requires the directorate of resource management to plan, program, and budget resources for the installation commander, garrison commander, and other specified command elements.  We will use the hypothetical name Fort Atterbury whenever we have to refer to the installation presented in this subcourse by name.

An installation's expenses are not all related to the specific mission of the installation.  In certain cases, the installation initially uses its own budgeted mission resources to provide goods and/or services to an activity or individual.  The activity or individual receiving the goods and/or services reimburses the installation, which causes an overall financial effect of zero to the performing installation's direct mission funds.

Army regulations refer to the installation or activity providing the goods and/or services (the seller) as the "performing installation" or "reimbursable activity" and refer to the installation, activity, or individual receiving the goods and/or services (the buyer) as the "ordering activity" or "customer." 
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To simplify discussion, we will assume that you are assigned as the resource manager of an activity (a division under a directorate) in the performing installation.  From time to time in this subcourse we will refer to the performing installation as "your installation." We will also use the collective word "support" interchangeably with "goods and/or services." (Your installation provides support to customers on a reimbursable basis.) 

As a resource manager, you must be able to identify a reimbursement transaction and know how to account properly for funds that support nonmission expenses.  The subjects of this lesson are the two types of reimbursement authorizations: the Funded Reimbursement Authority (FRA), and the Automatic Reimbursement Authority (ARA).

PART A - REIMBURSEMENT PROGRAM

1.
Purpose.

The Army established the reimbursement program so that an installation or activity can perform nonmission functions for other activities or installations without consuming its own normal mission funds.

2.
Reimbursement Authorizations.


a.  Funding Allowance Document.  You learned in subcourse FI 0758 that the General Operating Agency (GOA), normally a major Army command (MACOM), grants an installation the authority to incur obligations via a Funding Allowance Document (FAD) DA Form 1323-C.  The FAD also specifies the appropriation and budget programs for which the funds may be used and conveys to the installation the authority to provide goods and services on a reimbursable basis (see figure 1-1 and figure 1-2).


b.  Types of Financial Authorizations.  The FAD identifies the types of financial authorizations, which normally include the Direct Obligation Authority (DOA), FRA, and ARA.  The installation uses DOA funds to finance the performance of its mission activities and provide base services over a specified period.


c.  Funded Reimbursement Authority.  The MACOM identifies the FRA on the FAD in specific dollar amounts, but the funds are not immediately available for obligation.  The finance and accounting officer places the funds in a reserve account.
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Figure 1-1.  Funding Allowance Document (Page 1 of 2).
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Figure 1-2.  Funding Allowance Document (Page 2 of 2).
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When your installation receives and accepts funded reimbursable orders (customer orders) from customers, the funds become available for obligation.  Finance subcourses Fl 0754 and Fl 0756, Reimbursement Accounting: Parts I and III, respectively, discuss the funded reimbursement program extensively.  You need not review or use subcourses Fl 0754 and FI 0756 to complete this subcourse.


d.
Automatic Reimbursement Authority.  The MACOM grants ARA on the FAD without any specific dollar amount.  The ARA only authorizes your installation to engage in the automatic reimbursement program.  Your installation's director of resource management establishes the dollar ceilings for the installation's ARA program.  The ARA allows your installation to temporarily finance support to individuals or nonmission activities under the automatic reimbursement program.  Your installation generates ARA funds based on receipt of customer orders.  Thus, ARA funds are not available for obligation until your installation receives and accepts customer orders.  (See footnote 04 on figure 1-2.) Finance subcourses FI 0754 and Fl 0755, Reimbursement Accounting: Parts I and II, respectively, discuss the automatic reimbursement program extensively.  You need not review or use subcourses FI 0754 and FI 0755 to complete this subcourse.

3.
Reimbursement Accounting Concept.


a.
Reimbursable Transactions.  Financial programs at an installation also involve performing nonmission functions in terms of providing support to individuals, certain activities, tenant organizations, and other installations.  Army accounting uses the term "reimbursable" in reference to a transaction that eventually results in a transfer or collection of actual funds.  Both FRA and ARA transactions involve the sale of supplies and services by the installation or by certain revenue-producing activities at the installation.  This type of transaction does NOT have any overall financial effect on your installation's DOA funds.


b.
Reimbursement Accounting Terms.  This subcourse uses the following definitions of reimbursement accounting terms.

· Accounts receivable.  Accounts receivable include all amounts due the United States, arising from sales of goods and/or services, fees, rents, claims, damages, and other reimbursable transactions.  Accounts receivable, as used in reimbursement accounting, generally pertain to the amounts due from sales of goods and/or services.
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· Automatic reimbursement authority (ARA).  ARA is the authority to temporarily finance support to individuals or nonmission activities.  The installation does not receive any dollar amount.  The receipt of reimbursable orders generates the funds.

· Collections.  As used in reimbursement accounting, collections (appropriation reimbursements) result from the sales of goods and/or services to authorized activities or individuals.

· Funded reimbursement authority.  FRA is the authority received to finance specified nonmission activities.  The installation receives dollar amounts quarterly, but does not have the funds immediately available for obligation until it receives a specific reimbursable order.

· Recorded.  Recorded, as used in Army accounting procedures involving Standard Financial System (STANFINS), means the transaction has been entered into STANFINS.

· Reimbursable order.  A reimbursable order is a request of a command, agency, installation, activity, or individual to provide supplies or services of a specific and definite nature on a reimbursable basis.

· Reimbursement earned.  Reimbursement earned is the cost the reimbursable activity incurred in the completion of customer orders.  The performing installation uses these costs for billing customers.


c.
Customer Orders.  Customer orders or contractual agreements require that a buyer/seller relationship exists.  The ordering activity desires either a service or product from your installation.  Your installation must have a service or product to sell and the ordering activity must be willing to pay for the service or product.  Based on these two assumptions, the ordering activity and your installation make an arrangement as to price, quantity, and timing.  The document containing the specific arrangement is called a customer order.


d.
Issue and Acceptance of Orders.  Both the ordering activity and your installation must approve the customer order before it can be binding to both parties.  The ordering activity initiates the customer order and your installation accepts the customer order, which then becomes binding.  Installations and activities normally use DD Form 448 (Military Interdepartmental Purchase Request), to order reimbursable goods and services from another Army activity and DD Form 448-2

6
FI0790

(Acceptance of MIPR) to accept the order.  A sample DD Form 448 is shown in figure 3-3 and a sample DD Form 448-2 in figure 3-4.


e.
Accounting Relationship.  We can define both the ordering activity and the performing installation as accounting entities.  For example, two installations, or separate activities at the same installation which are funded by different appropriations/allotments, are separate accounting entities.  In this general concept of a buyer/seller relationship, the ordering activity records the expenditure accounting stages and the performing installation records the reimbursable accounting stages of the transaction.  This lesson discusses the stages of expenditure and reimbursable accounting in subsequent paragraphs.

4.
Types of Reimbursements.

The performing installation budgets and accounts for reimbursements.  There are two types of reimbursements: funded reimbursement and automatic reimbursements.


a.
Funded Reimbursement Transactions.  The Army uses funded reimbursement transactions to finance the operation of specific nonmission activities at an installation.  Higher command levels normally control certain types of reimbursements.  Funded reimbursement activities include:

· Laundry and dry cleaning charge sales.

· Timber harvesting and grazing activities.

· Foreign military sales.

· Trailer court utilities and lot rental.

· Damages to government quarters.


b.
Automatic Reimbursement Transactions.  Based on automatic reimbursement agreements, your installation temporarily finances the cost of goods and/or services sold to individuals, activities or other installations.  The customer ultimately pays for the goods and/or services received.  Automatic reimbursement activities include:

· Laundry and dry cleaning cash sales.

· Utilities furnished to customers.

· Defense Reutilization and Marketing Office sales.

· Reimbursable medical services.

· Commissary store sales.
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5.
Control of Customer Orders.

Both your installation and the ordering activity maintain control of customer orders, since the order affects the available funds of both your installation and the ordering activity.  We describe below the pertinent responsibilities for each controlling entity.


a.
Finance and Accounting Office (FAO).  The FAO of your installation records into STANFINS certain data to stay current with the financial events of the life of each customer order received, and for billing purposes.  Such data include:

· Customer number.  The FAO assigns a six-position alphanumeric customer number to identify a customer associated with the reimbursement program.  The customer number enables the FAO, through STANFINS, to accumulate costs incurred by the reimbursable activity for the benefit of a customer, and then bill that customer for the actual cost of goods and/or services provided.  The customer number is the key data for the Appropriation Reimbursement Program Customer Master File, which contains cross-reference data for each customer account.  STANFINS maintains the Appropriation Reimbursement Program Customer Master File to facilitate billing.

· Document reference number (DRN).  The FAO assigns a DRN to a customer order.

· Customer name and address.  The FAO uses these for billing purposes.

· Billing accounting data.  The FAO maintains the customer's appropriation classification and related accounting data as indicated on the customer's order.


b.
Resource Manager of the Reimbursable Activity.  The FAO provides, daily if necessary, a Fund Control and Status Report to accounting, budget, and program/project director personnel.  Part I of the Fund Control and Status Report provides information on the status of DOA funds; Part II provides information on the status of FRA funds; and Part III provides information on the status of ARA funds.  To reinforce the information provided by the FAO, the resource manager of the reimbursable activity also maintains records to keep track of each customer order within his purview.  Such records include the following:

· Description of support.  This is a brief identification of the goods or services to be provided.
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· Completion date.  This is the date by which the performing installation must complete the work.  In no case can it be beyond the date indicated in the customer order or beyond the pertinent appropriation's expiration date.

· Amount authorized.  The amount authorized is the maximum amount of costs that should be incurred, and a firm limitation on the amount to be billed, when a single product or service is ordered.


c.
Ordering Activity.  The FAO of the ordering activity maintains accounting control of customer orders issued in a manner consistent with the responsibility of keeping financial track of all expenditure transactions in the ordering activity.  This control includes recording of all the stages of expenditure accounting into STANFINS.  In addition, the resource manager of the ordering activity sets up a file summarizing the more important dates and amounts of each customer order, including:

· The amount authorized.

· The issue date of the order.

· The acceptance date of the order or the date when the Accrued Expenditure/Expense was recorded.

PART B -ACCOUNTING STAGES, CODES, AND PROCESS-CREATIONS
1.
Stages.

The FAO of your installation follows certain steps or stages of accounting to record ARA and FRA transactions.  The stages are necessary to prevent the misuse of DOA funds provided by the GOA to accomplish the mission of the installation.  The specific criterion for each accounting stage is somewhat different between funded and automatic reimbursements and we will discuss these in detail in subsequent paragraphs of this lesson.


a.
Four Stages.  The FAO inputs into STANFINS all stages for each reimbursement transaction.  The four stages of a reimbursement transaction are:

· Authority received.

· Orders received.
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· Earned reimbursement.

· Collection or transfer.


b.
Authority Received Stage.  The authority received stage occurs when the installation receives the FAD.  As you learned in part A of this lesson, the GOA grants to the installation the authority to use the DOA, FRA, and ARA financing methods via the FAD.  The installation receives the FRA in a specific dollar amount.  The installation does NOT receive the ARA in a specific dollar amount, only the authority to participate in the automatic reimbursement program.


c.
Orders Received Stage.  An order is a request of a command; agency, installation, or activity to provide goods or services of a specific and definite nature.  The orders received stage occurs when your installation accepts a valid, authorized request from an ordering activity.  An order must state the specific quantities and estimated dollar amounts of supplies or services to be delivered.  The orders received stage also occurs when your installation accepts estimates of reimbursable supplies or services in cases where it is customary to provide services without the use of a specific order.  In such cases, the finance and accounting officer of your installation is responsible for classifying the order as either automatic reimbursement or funded reimbursement.

The following conditions occur during the orders received stage:

· The receipt of a reimbursable order generates the funds for an automatic reimbursement, except where it is prohibited by regulation.

· For a funded reimbursement, the receipt of a reimbursable order authorizes the release of funds from the reserve account.  Your installation initially uses the released funds to provide support to reimbursable customers.


d.
Earned Reimbursement Stage.  In this stage, your installation determines the total dollar amount of goods and/or services provided to the customer, and records the accounts receivable.  The actual delivery of supplies or services to the customer earns reimbursements.  The FAO makes adjustments on an individual order basis when there is any difference between the amount of orders received and the actual amount ultimately earned, to ensure that these two amounts correspond.  The FAO takes the following factors into consideration when making adjustments:
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· The earned reimbursement amount is constant, since the 
earned reimbursement amount is the actual value of goods and/or services delivered.  If the orders received amount is different from the earned reimbursement amount, the FAO must adjust the orders received amount to equal the actual dollar amount of the reimbursement earned.

· A reduction in the orders received amount reduces available funds by the same amount.  Such a reduction can result in overobligation of funds at the end of the fiscal year if the FAO does not accurately monitor earned reimbursements.


e.
Collection or Transfer Stage.  This is the final stage of a reimbursement transaction.  The collection or transfer stage liquidates the accounts receivable amount that the FAO recorded in the earned reimbursement stage.  In the transfer stage, the FAO transfers accounts receivables, earned by certain FRA transactions, to higher headquarters for collection.  In the collection stage, the FAO of the performing installation:

· Makes the collection for ARA transactions.

· Makes the collection for FRA transactions involving trailer court utilities, lot rental fees, and damage to government quarters.

· Credits the collections to the appropriation current at the time the installation earned the reimbursement.  Normally, the installation earns the reimbursements at the time the installation provides the services and/or goods to the customer.

2.
Codes.


a.
Reimbursement Source Codes.  AR 37-100-90 prescribes the use of and shows a comprehensive list of major and detail Reimbursement Source Codes (RSCs).  The FAO uses RSCs when recording the earned reimbursement and collection stages of certain reimbursable transactions, and for billing purposes.  RSCs are three-digit symbols that identify the source of the customer's reimbursement funds.  The first digit of the RSC indicates the major category.  The other two digits are numeric, and identify the appropriation, fund or department from which reimbursement is made.

For example, the FAO will code the collection document of a fiscal year 1999 transaction showing a collection from the appropriation "Aircraft Procurement, Army" for credit to the appropriation "Operations and Maintenance, Army," subprogram 730000, as:
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2192020 57-C-231 P730000 SXXXXX


2 identifies the
31 identifies the

major source code
appropriation title:

for Army inter-
Aircraft Procurement,

appropriation
Army.

reimbursement

transactions.

The major category source codes for reimbursement transactions within the federal government are A00, B00, C00 D00, E00, F00, N00, 100, 200 300, 400, 500, 600, 700, and 800.  The major category source code for reimbursements from nonfederal sources is 900.  The FAO uses the source code series 900 to code collection documents involving reimbursements from nonfederal sources, such as individuals, organizations, nonappropriated funds, local and state governments, and other miscellaneous activities.  Normally, the FAO makes a cash advance collection of the estimated cost of the goods' or services from the nonfederal customer before recording the orders received stage of the transaction.


b.
Fiscal Action Code.  The FAO assigns a Fiscal Action Code (FAC) to each Accounting Processing Code (APC) in the APC Master File in STANFINS.  STANFINS then assigns FACs to certain transactions during processing, either from program constants or from the record of the APCs specified in the transaction.  The FAC is a standard one-position alpha or numeric code that triggers STANFINS process-created (internally-created) transactions upon manual input of certain stages of accounting.  The FAC does not affect transactions which do not involve obligations or expenses.


c.
Accounting Processing Code.  The Accounting Processing Code is a four-position alphanumeric code that abbreviates the accounting classification except for the Element of Resource and fiscal year.  The APC relates to the Army Management Structure Code and to other codes used in recording transactions into STANFINS and other Army automated accounting systems.  The reimbursable program also requires a carrier APC, also referred to as a summary APC, for each onpost customer or group of customers.  Lesson 2 discusses the use of carrier and detail APCs in cost analysis and cost distribution.  Samples of carrier and detail APCs are in figure 2-1.  The FAO of the performing installation:

· Develops the APC.

· Enters each locally-developed APC in the APC edit master file in STANFINS.
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· Develops the carrier APC by dropping the last two digits of the customer's regular detail APC and replacing them with zeros.

· Uses the carrier APC to control the total obligations against an onpost customer.

· Transfers the actual specific obligation to the detail APC and deobligates the carrier APC after providing the goods and/or services.

3.
Process-Created Transactions.

STANFINS process-creates a variety of reimbursement program transactions, including recording of combinations of accounting stages, such as accrued expenditure/expense and disbursements.  The process-created transactions drastically reduce the clerical work needed to manually prepare some transactions.  The most important effect of the use of the FAC is that the process-creations it activates cause the system to maintain the desired relationships among certain data elements.  For example, if the FAO maintains accounts for both the performing installation's Operations and Maintenance, Army (OMA) appropriation and the onpost Army Family Housing (AFH) activity's AFH appropriation, the FAC will trigger process-created transactions upon manual input of certain transactions, as follows:

MANUAL INPUT OF: 
STANFINS WILL PROCESS-CREATE:
An orders received to
An obligation against the 

the OMA account, citing
AFH's carrier (summary) APC.

an OMA reimbursable 

(detail) APC, based on 

a request for services 

from Army Family Housing.

An orders received adjust-
An obligation adjustment 

ment against the OMA reim-
against the AFH'S carrier APC.

bursable APC, based on the 

earned reimbursement.

An earned reimbursement to
(1) A reversal of the oblige

the OMA reimbursable APC,
tion recorded against the 

based on cost distribu-
AFH's carrier APC.

tion voucher from the
(2) An obligation, accrued post engineer.  
expenditure/expense, and 


disbursement against the AFH's 


detail APC.


(3) A collection to the OMA 


reimbursable APC.


13
FI0790

PART C - SUMMARY

This lesson covered the following reimbursement accounting topics:

· Purpose of the reimbursement program.

· Funding Allowance Document and types of authorizations it conveys, which includes the DOA, FRA, and ARA.

· Reimbursement accounting concept, reimbursement accounting terms, and issue, acceptance, and control of customers orders.

· The accounting relationship between performing installation and ordering activity, and the types of activities that operate under the ARA or FRA concept 

· Reimbursement accounting stages, Reimbursement Source Codes, Fiscal Action Codes, and Accounting Processing Codes.

· STANFINS process-created transactions.
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LESSON 1

PRACTICE EXERCISE

Read the following situation and use that information to answer the items in this practice exercise.  Check your answers with the answers that follow.

Situation: You are a resource manager trainee in the resource management division of the directorate of logistics.  Your director of logistics instructs you to learn as much as you can about the concepts, principles, and basic procedures of reimbursement accounting.

1.
Who establishes the ARA dollar ceilings in a performing installation?


A.  Major Army command.


B.  Finance and accounting officer.


C.  Director of resource management.


D.  Defense Finance and Accounting Service – Indianapolis Center.

2.
What stage of reimbursement accounting authorizes the release of funds from the reserve account?


A.  Transfer.


B.  Orders received.


C.  Authority received.


D.  Earned reimbursement.

3.
The performing installation determines and records the accounts receivable in what stage of reimbursement accounting?


A.  Transfer.


B.  Orders received.


C.  Authority received.


D.  Earned reimbursement.

4.
What are Fiscal Action Codes?


A.  They trigger certain process-created transactions.


B.  They are assigned to funded reimbursable Accounting Processing Codes only.


C.  They automatically process all stages of reimbursement accounting transactions.


D.  STANFINS internally creates FACs upon the input of reimbursable transactions.
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LESSON I

PRACTICE EXERCISE

ANSWER KEY AND FEEDBACK

Compare your answers to the following solutions.  If you answered any item incorrectly, review the page(s) referenced until you understand the instruction.

Item
Correct Answer and Feedback
1.
C.  Director of resource management.


The MACOM grants the performing installation authorization to engage in DOA, ARA, and FRA transactions but specifies the monetary ceilings only on the DOA and FRA authorizations.  The installation's director of resource management sets the ARA dollar ceilings..  (page 5)

2.
B.  Orders received.


The FAC records the orders received stage upon receipt and acceptance of a customer order, showing an estimate of reimbursable expenses to be incurred by the reimbursable activity.  Recording of the orders received stage authorizes the release of funds from the reserve account.  (page 10)

3.
D.  Earned reimbursement.


In a funded reimbursement transaction, the performing installation records the accounts receivable in the earned reimbursement stage of accounting, based on the actual value of the goods and/or services provided to the customer.  In an automatic reimbursement transaction, the performing installation also records the accounts receivable in the earned reimbursement stage of accounting, but based on an analysis and determination of the actual value of support provided under a specific order.  (page 10)
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Item
Correct Answer and Feedback
4.
A.  They trigger certain process-created transactions.


Fiscal Action Codes activate a variety of process-created, cause and effect transactions that result in maintaining the appropriate interrelations among certain reimbursement accounting elements, and in reducing the large volume of manually-prepared input.  (page 12)
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LESSON 2

FUNDED AND UNFUNDED EXPENSES

LEARNING OBJECTIVE

Action:
Identify funded and unfunded expenses, direct and indirect costs, and the cost distribution process.

Conditions:
You have access to information from AR 5-3, AR 37-1, AR 37-100-90, and STANFINS User's Manual.

Standards:
Your identifications will be IAW AR 37-1, AR 37-100-90, and STANFINS User's Manual.

INTRODUCTION

You learned in lesson 1 that an installation's expenses are not all related to the specific mission of the installation, and that the installation performs nonmission functions for individuals, activities, or other installations under the Funded Reimbursement Authority and Automatic Reimbursement Authority.  Under the automatic reimbursement program, the installation uses its own budgeted mission resources to initially finance the expenses of certain reimbursable transactions.  The term "expenses" means the value or cost of the goods and services received and consumed by users to accomplish an assigned task or mission.  Expenses include labor, travel, supplies, equipment, and other contractual services.  In this lesson, we discuss the two types of expenses, funded and unfunded.

1.
Funded Expenses.

The installation uses:

· DOA funds to incur expenses, called mission expenses, in order to accomplish the mission of the installation.

· DOA funds to incur expenses, called BASOPS (base operations) expenses, in order to maintain BASOPS activities to keep the installation functioning and to provide support services.
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· DOL funds to temporarily finance reimbursable support to individuals or nonmission activities under the ARA program.  We call ARA expenses reimbursable expenses.

· FRA funds to finance nonmission specified activities under the FRA program.  We also call FRA expenses reimbursable expenses.


a.
Mission Expenses.  The FAO charges the appropriate mission account when the installation incurs costs for:

· Goods and services that the installation consumes in the accomplishment of a task that is directly related to the installation's mission.

· The acquisition of items that become organizational (unit) property and that the unit records on its organizational property records.

· The acquisition of items that would normally be deployed with the using units.  (Example: Mission oriented protective chemical suits.) 


b.
BASOPS Expenses.  The FAO charges the appropriate BASOPS account when the installation incurs costs for:

· Goods and services that the installation consumes to maintain base operations activities and to provide base operations support services.

· The acquisition of items that become installation property and that the installation records on its property records.  Example: Paved parking lots and buildings.  The post engineer maintains records of these properties in the installation's property records.

· The acquisition of items that would not normally be deployed with using units.


c.
Army Management Structure Codes.  The installation programs and budgets for funded expenses by Army Management Structure (AMS) codes and Element of Resource (EOR) codes.  STANFINS summarizes the expense reports by AMS and EOR codes.  The complete list of AMS and EOR codes are in AR 37-100-90.  You learned about AMS codes in subcourse FI 0758, and about EOR codes in FI 0759.


d.
Mission AMS Codes.  A mission AMS code will show a number in the first position after the decimal point.  For example, AMS code 202620.91 is defined in AR 37-100-90 as Food Service Equipment (Direct
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Support/General Support Maintenance of Table of Organization and Equipment Food Service Equipment) under Appropriation 2020 OMA, Program 2 - General Purpose Forces.


e.
BASOPS AMS Code Components.  The FAO records all transactions charged to base operations accounts against an eight-position AMS code comprised of two components:

· The first component is the six-position program element code associated with the various carrier programs in OMA.  An example of the first component is "202696" (BASOPS -U.S.  Army Forces Command).

· The second component is the two-position code after the decimal point.  These codes are alphanumeric for summary codes and alphas for detail codes.  An example is code "U0" (uniform zero), the summary code for Resource Management Operation.  An example of a detail code is "UE," the code for Finance and Accounting.

AR 37-100-90 emphasizes that all BASOPS AMS codes must have eight characters and are not complete unless they include both the program element code and the summary or detail code.  An example of a complete BASOPS AMS code is "202696.UE." 

f.
Reimbursable Expenses.  These are the ARA and FRA expenses the installation incurs for the support of other than the installation mission or BASOPS.

2.
Classification of Funded Expenses.

Funded expenses are classified as direct costs or indirect costs.


a.
Direct Costs.  Direct costs are expenses which you can:

· Immediately identify with a customer order or work authorization.

· Associate with the DOA received on the FAD, since the activity budgeted and accounted for these costs.  Examples of funded expenses are: Temporary Duty (TDY), civilian pay, and contractual services.


b.
Indirect Costs.  Indirect costs are expenses that are normally associated with cost accounting.  Currently, STANFINS cannot process true cost accounting.  Indirect costs are funded expenses that are identifiable to the final cost objective  (customer orders and work
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authorizations) only after cost analysis.  The cost center or activity providing the services must make an analysis of indirect costs to identify and distribute the costs to the using activities.  Examples of indirect costs expenses are services involving utilities, building and maintenance, custodial services, and road maintenance.

3.
Carrier Accounts/Programs.

The FAO uses carrier accounts/programs to temporarily finance indirect costs until the appropriate resource manager performs a cost analysis and distributes the costs to the benefiting activities.  Carrier accounts/programs are normally funded by the largest program of funds received by the installation on the FAD.  Note that figure 1-1 in lesson I shows that the largest program of funds received by Fort Atterbury on the OMA FAD is Program 200000 (P2), the DOA.  You learned in subcourse Fl 0758, and in lesson 1 of this subcourse, that the installation normally uses the OMA DOA funds to finance its mission activities and provide BASOPS services.  Based on information from the OMA FAD and AR 37-100-90j the FAO will designate and use carrier APCs to temporarily finance indirect costs involving BASOPS engineer support.

4.
Cost Transfer and Reimbursable Accounting.


a.
Cost Transfer.  The FAO uses cost transfer procedures when the same appropriation/allotment of funds finances the performing and the benefiting activities.  Example: The Directorate of Personnel and Community Activities (DPCA) requested and received pest control services from the buildings and grounds division of the Directorate of Engineering and Housing (DEH).  The DPCA agreed to pay for the overtime pay of DEH civilian employees who performed the pest control services.  Funding resources for both directorates came from the same FAD.  Upon receipt of pertinent documents from both directorates, the FAO will record the transaction in the accounting system, using a cost transfer procedure.  The FAO will charge DPCA's appropriate cost center and credit DEH's appropriate cost center by using pertinent APCs, while citing the same appropriation account, allotment number, program number, and fiscal station number shown on the FAD.


b.
Reimbursable Accounting.  The FAO uses reimbursable accounting procedures when different appropriation/allotment of funds finance the performing and the benefiting activities.  Example: The utilities division under DEH provides utility services to the Army Family Housing units managed by the housing division, which is also under DEH.
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The MACOM provides funding for direct mission and BASOPS expenses via the OMA (2020) FAD as shown in figures 1-1 and 1-2 in lesson 1.  The MACOM provides funding for the AFH activities via a separate APF (7025) FAD.  You learned in lesson 1 the procedures and stages of reimbursement accounting.  Accounting for AFH is the subject of finance subcourse FI 0757, Reimbursement Accounting: Part IV.  You need not review or use subcourse FI 0757 to complete this subcourse.

5.
Cost Analysis and Cost Distribution.


a.
Cost Analysis.  Cost analysis is a normal part of the end-of-month procedures in an installation.  Cost analysis will determine the dollar cost of an expense and identify the benefiting activity.  Base the analysis on work orders, flat percentages, amount of space, standard rates, or actual usage as measured by utility meters or other measuring devices.  The cost analyst, normally the resource manager of the performing activity, must perform a cost analysis of a specific expense to determine the actual cost to each using activity during a specific period of time.  After the cost analysis, the resource manager will prepare and submit to the FAO a cost distribution document.


b.
Cost Distribution.  Cost distribution documents, or cost distribution vouchers, are locally-developed forms and/or worksheets.  The resource manager of the activity or cost center responsible for the initial expense normally develops a worksheet that is adaptable and useful to both the cost distribution needs of his cost center and the accounting needs of the FAO.  Figure 2-1 is an example of a cost distribution worksheet prepared by the post engineer and submitted to the FAO.  The DRMO, shown as customer #2PD09 in figure 2-1, is the Defense Reutilization and Marketing Office, one of the onpost customers in the installation.  The FAO will use the cost distribution document to charge the using activity and credit the performing activity, using either reimbursable accounting or cost transfer procedures.  As you learned in lesson 1, assignment of Fiscal Action Codes to the APCs will cause some of the FAO's manual entries to trigger a series of STANFINS process-created transactions.  Based on the information in figure 2-1, the FAO will:

· Process a cost transfer of $25,000, by recording into STANFINS a series of expenditure accounting transactions to remove the temporary charge from the installation carrier APC JJOO, and apply a direct cost charge to the installation detail APC JJO1.

· Process a series of expenditure and reimbursable accounting transactions to:
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--
Remove the temporary charge of $10,000 from the installation carrier APC JJ00 and apply a reimbursable charge of $10,000 to DRMO detail APC JJ03 (customer #2PD09).




--
Remove the temporary charge of $15,000 from the installation carrier APC JJ00 and apply a reimbursable charge of $15,000 to Commissary Store detail APC JJ06 (customer #2CS09).




--
Remove tae temporary charge of $20,000 from the installation carrier APC JJ00 and apply a reimbursable charge of $20,000 to AFH detail APC JJ07 (customer #1FH09).

FOR INSTRUCTIONAL PURPOSES ONLY
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Figure 2-1.  Electrical Service Cost Distribution Example.

6.
Facilities Engineering Equipment Rental (FEER).

The Facility Engineers (FE) own and maintain equipment which is used to benefit various activities on the installation.  The FE use their DOA funds to initially finance all the repairs and maintenance costs of FE equipment.  These repairs and maintenance costs include operational fuel, supplies, and preventive maintenance, but do NOT include labor
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costs to operate the equipment.  Based on work orders, FE prorates these repairs and maintenance costs to the benefiting activities in the form of "equipment rental." 

7.
Unfunded Expenses.

The installation incurs unfunded expenses, but these do not affect the installation's mission funds.  Unfunded expenses benefit the installation, but higher levels of command budget and manage the funds.


a.
Facilities Engineering Equipment Depreciation (FEED).  The Other Procurement, Army (2035) appropriation initially finances the acquisition of FE equipment, even though OMA-funded activities benefit from the FE equipment.  Since the OMA appropriation did not fund the FE equipment, it does not fund the depreciation cost.  Thus, FEED is one of the installation's unfunded expense items.


b.
Free Issue Inventory.  Free issue inventory items are another one of the installation's unfunded expenses.  Free issue inventory items are usually high dollar value items, and/or require control at higher levels of command due to the difficulty of accounting for them at the installation level.  Thus, higher levels of command, not the installation, maintain the accounting records for free issue inventory items.  Example:  Other Procurement, Army funded the purchase of a new sedan for use by the installation.  A higher command issues the new sedan as a free issue inventory item to the installation.  The installation records the sedan in the installation's property records for property accountability purposes only.


c.
Military Personnel Expense.  Military labor is also an unfunded expense to the installation.  Installations do not receive obligation authority for military labor on a FAD.  The Department of the Army budgets and controls pay and allowances for military personnel.  However, installations record the labor expense of their military members through strength reports.  The installation's military personnel officer maintains the strength reports.  The installation uses the strength reports to capture the total labor costs of operating an installation and to support manpower surveys and slot conversions from military to civilian or civilian to military.

8.
Summary.

This lesson discussed the following topics:

· Mission expenses which the installation incurs for items that apply directly to mission performance.
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· BASOPS expenses which the installation incurs to maintain BASOPS activities to keep the installation functioning and to provide support services.

· AMS codes which the installation uses to program and budget for funded expenses.

· Funded expenses that are direct costs, which you can immediately identify with a customer order or work authorization.

· Funded expenses that are indirect costs, which you can identify and distribute to the using activities only after cost analysis.

· Carrier accounts/programs, which the FAO uses to temporarily finance indirect costs pending determination of costs and identification of benefiting activities.

· Cost transfer procedures, which the FAO uses to charge the benefiting activity and credit the performing activity when the same appropriation or allotment of funds finance both activities.

· Cost analysis, which determines the dollar cost of an expense and identifies the using activity.

· Cost distribution documents, which resource managers of performing activities prepare and the FAO uses as the basis of expenditure and reimbursable accounting transactions to process a cost transfer between APCs or to charge the using activity and credit the performing activity.

· FEER, which is the cost distribution of repairs and maintenance costs to activities benefiting from the use of Facilities Engineering equipment.

· Unfunded expenses, including FEED, free issue inventory, and military labor costs.
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LESSON 2

PRACTICE EXERCISE

Read the following situation and use that information to answer the items in this practice exercise.  Check your answers with the answers that follow.

Situation: You are a resource manager trainee in the resource management division of the directorate of logistics.  Your director of logistics has instructed you to learn as much as you can about the concepts, principles, and basic procedures of reimbursement accounting.

1.
Which of the following is a BASOPS expense?


A.  Cost of funding a nonmission activity under the FRA program.


B.  Cost of acquiring items that become organizational property.


C.  Cost of acquiring items that become installation property.


D.  Cost of funding a task that is directly related to the installation's mission.

2.
Army accounting classifies which of the following funded expenses as an indirect cost?


A.  Utilities.


B.  Civilian pay.


C.  Contractual services.


D.  Temporary duty travel.

3.
Installation accounting procedures require cost distribution of which of the following expenses to the benefiting activities?


A.  FEED.


B.  FEER.


C.  Military labor.


D.  Free issue inventory.

4.
How many components make up a complete BASOPS AMS code?


A.  Two.


B.  Three.


C.  Six.


D.  Eight.
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LESSON 2

PRACTICE EXERCISE

ANSWER KEY AND FEEDBACK

Compare your answers to the following solutions.  If you answered any item incorrectly, review the page(s) referenced until you understand the instruction.

Item
Correct Answer and Feedback
1.
C.  Cost of acquiring items that become installation property.

BASOPS funds certain properties that stay in the installation.  Deployable units do not normally deploy with BASOPS-funded properties.  The installation records BASOPS-funded properties in its installation property books.  Answer A is a funded reimbursable expense.  Answers B and D are mission expenses.  (page 20)

2.
A.  Utilities.


Army accounting classifies certain funded expenses as indirect costs.  Utilities are an example of a funded expense that is classified as an indirect cost because the utilities cost to each user during a specified period is identifiable only after the responsible resource manager completes a cost analysis.  The cost analysis becomes the basis of a cost distribution document that he submits to the installation FAO.  Answers B, C, and D are all direct cost funded expenses.  (pages 21 and 22)

3.
B.  FEER.


The FEEER procedure provides the means to distribute proportionally the cost of equipment repairs and equipment maintenance to the benefiting activities.  Answers A, C, and D are unfunded expenses.  Higher levels of command budget and account for funds involving unfunded expenses.  (page 24)
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Item
Correct Answer and Feedback
4.
A.  Two.


A complete BASOPS AMS code must consist of two components, the six-position program element code and the two-position summary and detail code.  (page 21)


29
FI0790

LESSON 3

FUNDING ABSENT ACTIVITIES

LEARNING OBJECTIVE

Action:
Identify the information and procedures required to apply the concepts of funding absent activities to specific funding documents.

Conditions:
You will have access to information from AR 5-3, AR 37-1, and STANFINS User's Manual. 
Standards:
Your identifications will be IAW AR 37-1, AR 37-100-90, and STANFINS User's Manual.

INTRODUCTION

Frequently, units or activities perform tasks or missions at locations away from their home installation (parent installation).  We call such units or activities absent activities.  The absent activities need funds to purchase the necessary goods and services to accomplish their assigned task or mission.  Even though the absent activities depend on another installation for supplies and services support, the home installation has operational control and the responsibility to finance the operating expenses of the absent activities.  This lesson discusses the various methods available to the host installation to finance mission accomplishment.

1.
Explanation of Terms.

Funding absent activities requires the use of terms we would not normally use in reimbursement accounting.  The following explains those terms.

· Absent Activity.  An absent activity is a unit or activity which is not physically located at its home installation.  The activity may be temporarily or permanently located at another installation.

· Home Installation.  The home installation is normally the permanent duty station of the absent activity and has operational control of the absent activity.  The home 
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installation is responsible for funding the operating expenses of the absent activity.  We will sometimes refer to the home installation as the "parent installation" or the "ordering activity." 

· Host Installation.  A host is an installation or activity that has management control over facilities and provides these facilities to a dependent element.  A host may also provide administrative and logistical support (including base operations support) to a dependent element.  We will sometimes refer to the host installation as the "performing installation" or the "reimbursable activity." 

· Tenant.  A tenant is an element of one commander which occupies the facilities of another commander, and/or receives supplies and other support from an installation of another commander.

· Satellite.  A satellite is an element of a command which is not a tenant.  A satellite is located outside the assigned real property boundaries of the host.  A satellite is dependent upon a designated installation for specified support, either as assigned by higher authority or through a mutually-developed written support agreement.

· Common-Servicing.  Common-servicing is support performed by one activity for another activity for which payment is not required from the activity receiving the support.

· Cross-Servicing, Cross-servicing is support performed by one activity for another activity for which payment is required from the activity receiving the support.

· Mission-Unique.  Mission-unique support refers to BASOPS support required by a tenant which is different from the kind of support services, supplies, and equipment the host normally provides or maintains.  Examples would be special maintenance and repair requirements, specialized intelligence equipment, or laboratory equipment for medical facilities.

· Support Services.  Support services include maintenance, police and fire protection, telecommunications, or any services that require labor, material, or utility costs, provides by the host for the tenant.  Support is termed "interservice" when arrangements are between different military departments.  Support is termed "interdepartmental" when arrangements are between a military department and a Department of Defense (DOD) component or a non-DOD federal department or agency.
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· Facilities.  Facilities are the physical plant, encompassing land and improvements thereto, on Department of Air Force, Army, and Navy installations.  The military department owns, leases, or otherwise controls these facilities.  Improvements include buildings, other structures, and installed equipment.

· Maintenance of Facilities.  Maintenance of facilities is the routine maintenance and cyclical repair on facilities to which the host holds title.  The host prescribes the regulations covering the maintenance of facilities and is financially responsible for routine maintenance.  The tenant must reimburse any identifiable net additional cost arising from maintenance or repair which is considered beyond that prescribed by the regulations of the host, and which is performed at the request of the tenant.  The tenant has the financial responsibility to maintain facilities to which it holds title.

2.
Methods of Funding.

It is the responsibility of the home installation to select a method to finance the operating costs of the absent activities.  Distance becomes a critical factor, because distance increases the time the home installation needs to record and maintain the accurate status of obligations incurred for an absent activity.  Four common methods are available to finance absent activities.  The home installation selects the method that gives the best support for the given situation.  The three methods are:

· Direct citation of funds (direct fund cite).

· Advice of Obligation Authority.

· Military Interdepartmental Purchase Request (MIPR).

3.
Direct Citation of Funds.

A direct citation of funds, also known as a direct fund cite, authorizes a performing installation (host) to cite the ordering activity's funds (accounting classification) on a document or contract, usually not to exceed a specific amount.  Performing installations consider direct fund cite as the most expedient method for funding one-time transactions.
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The direct fund cite method of financing will not affect the available funds of performing installations because all orders, contracts, and other documentation will cite the ordering activities' accounting classifications.  On the other hand, ordering activities consider direct fund cites unfavorable to good fund control because of minimal documentation.

AR 37-1 requires the use of a direct fund cite when any of the following items is the primary object of the order:

· Pay, travel, transportation, or subsistence.

· Education, training, or welfare.

· Major new construction of real property.

· Storage or laundry.

Following are examples of three modes of issuing direct fund cite orders expeditiously:

· By letter, from ordering activity to performing installation.

· By teletype message.  Figure 3-1 shows a sample.

· By telephone.  A direct fund cite may be passed telephonically, but the ordering activity must follow up in writing, by letter or teletype message, for confirmation and authentication.

These three modes all transmit the direct fund cite expeditiously, but do not provide adequate documentation for the recording of an obligation at the ordering activity.  The ordering activity commits the funds upon transmission of the direct fund cite order.  It obligates the funds upon receipt, from the performing activity, of a copy of the contract or order that shows the direct fund cite.

The ordering activity may prepare a DA Form 3717 (Miscellaneous Obligation Document)(MOD), as an interim measure of fund control until it receives the acceptance copy of the contract or order from the performing installation.  The MOD will provide interim fund control, but at the same time require the FAO of the ordering activity to make future adjusting entries in STANFINS.  The FAO of the ordering activity must reverse the MOD upon receipt of the actual obligating document.
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TOTAL - $1568.

G. ACCOUNTING CLASSIFICATION: 2192020 13-8528
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2. TWO COPIES OF TDY ORDERS FOR EACH INSTRUCTOR WILL BE
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Figure 3-1.  Direct Fund Cite Message.
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4.  Advice of Obligation Authority.

The home installation uses DA Form 3971 (Advice of Obligation Authority) to authorize the host installation to use the ordering activity's specified amount of funds to furnish certain specified supplies and/or services for a specified period.  The host installation treats the specified dollar amount on DA Form 3971 as a fund ceiling that is subject to the provisions of the Antideficiency Act and AR 37-1.  (You learned about the Antideficiency Act in subcourse FI 0758.) The home installation normally assigns a 30-day fund availability period, starting from the date of issue, to the obligation authority on DA Form 3971.  However, the home installation may extend the 30-day period of fund availability to a total of 90 days, but may not extend the fund availability beyond the end of the fiscal year.  Figure 3-2 shows a sample DA Form 3971.  (The acronym "COB" in figure 3-2 means close of business.) 

The FAO of the ordering activity performs the following:

· Commits the amount specified on DA Form 3971 on the issue date of the form.

· When the advice of obligation authority is for 30 days and is completed within the 30-day period, records the obligation upon return of DA Form 3971 from the performing installation, together with the applicable obligation documents.

· When the advice of obligation authority is for a period of more than 30 days, records the obligation at the close of each month, using applicable obligation documents received from the performing installation.

· Upon expiration of the advice of obligation authority, records the obligation, on the basis of the completed DA Form 3971 and other supporting obligation documents received from the performing installation.

The FAO of the performing installation performs the following:

· Complies with all the financial instructions on DA Form 3971.

· Records the ordering activity's complete accounting classification on all obligation documents, exactly as is shown on DA Form 3971.

· Maintains, as a control record, the obligation record on the reverse of DA Form 3971.  This is to preclude a possible violation of the Antideficiency Act.
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Figure 3-2.  DA Form 3971, Advice of Obligation Authority.
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· Submits all related obligation documents to the issuing installation.

5.
Military Interdepartmental Purchase Request.

DA and other military departments, offices and agencies of Department of Defense (DOD) use DD Form 448, Military Interdepartmental Purchase Request to request material or services from each other.  The ordering activity issues a MIPR to a performing installation.  The performing installation may have to manufacture the material at its own facilities to provide the request for material or services.  The MIPR authorizes the use of a suballotment, direct fund cite, or a reimbursable order as the means of financing.  However, the ordering activity cannot use a suballotment without advance authorization of the Comptroller of the Army.  If the ordering activity does not specify or authorize the suballotment method, the performing installation determines the type or types of funding (direct fund cite and/or reimbursable order) it will use.

Figure 3-3 shows a sample DD Form 448 (Military Interdepartmental Purchase Request).  Figure 3-4 shows a sample DD Form 448-2, Acceptance of MIPR.


a.
Direct Citation of Funds Category.  Under the direct fund cite method of financing (Category II on the MIPR), the ordering activity cites on the MIPR the appropriation and subsidiary accounting classification to be charged.  The performing installation will cite the same accounting classification on all contracts and other documents executed on behalf of the ordering activity.  Direct fund cites on MIPRs have no effect on the available funds of the performing installation.


b.
Reimbursement Category.  Under the reimbursement method of financing (Category I on the MIPR), the FAO of the performing installation will handle the Category I transactions as reimbursement accounting transactions.

6.
Inter-Service Support Agreement.

DOD components and other participating federal government activities use DD Form 1144, Inter-Service Support Agreement (ISSA), to document all continuing support agreements between and among themselves.  The purpose of the ISSA is to state clearly the accord that the two activities reach, especially the obligations assumed by and the rights granted to each.  All agreements will be specific with respect to resources that each, the performing and the ordering activity, provides.  Both parties will review, at least annually, agreements that extend for more than 1 year.  The review ensures that the agreements are still appropriate and that the terms and provisions are current.  By mutual consent, both 
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parties may cancel an agreement anytime.  Both parties may also include other specific provisions for cancellation.  If there is no cancellation provision, either party may cancel the agreement by giving at least 90 days' written notice.  Figure 3-5 shows page 1 of DD Form 1144, and figure 3-6 shows page 2.


39
FI0790

[image: image7.png]SAMPLE

MILITARY INTERDEPARTMENTAL PURCHASE REQUESY

3. CORTAOL STMPOL BG. ‘ 1TH L wPa sundER 5 Aslsed nO,
FIN-C=-NIPR~0D1 n/A

A FAOM: (Apanty, anms, I0)0ARens aulnder S) GV gmmpew |

Comnmander Commander
fort Atterbury Crissom AT
Fort Atterbury, IN 46124-90C0 Peru, IX 46971-5260

T AM3 D ARE EJ ARE BOY INCLUOED 1 THE INTERISAVICE SUPPLY SUPPORT PROGRAN AND AEOUIRED INTEASERYICE
* scagtmine [P was ™} mas mOY ETN ACCOWPLISNED.

BSTsarEe
rTOTAL
e

esvmaree |
uny

ORICRIPTION
19 08000? teasd manis:. Daneneistwe, spociiicotion sud/er deowing Na., ovs.)

KIPR providses funds to Fort Atterbury
in ordar to provide training and technical
assistance for ths period of 1 Nov 1998 -

31 nar 199%

rrinting 4,000.0¢

Supplies 1,000.00

Travel $,000.65

Formal acceptance of this MIPR and SP 1080
"billzs should be sant to the address in item 1)

The SF 108C bills will cite the NIPR number
shown in ites 5.

1A maIl INVOICKS TO {FPoramens will be mads bp)
Comptroller
ATIN: ArQ Pery, IN 46571-3260
Crissom, AFBrav o771tk sedaav

- FYNDS FOD PASSUNINENST ARL PAOPEA LY CuaARLEASLE TO Tuf ALLOTHENYL 3LT FOATW BLLOW, THL AvaiLaAB\L
‘O AnCEID? UniCa ARE WEFRICIERT TO COVER TRE CSTINMATED TOTYEAL PRCE.

IWPPLENMENTSL ACCBUNTING CLASSIFIC S 7iDn

032 D4AAS28 O6G-AS529-AB

'3 AuTMORIZING OF FICER (7 rpr mome snd tsthe)

REGINALD DORAITHY, COL, AFO
DD, 1M, 48

PREVIONS LOI14ON B OBIOLL TE.




Figure 3-3.  DD Form 448, Military Interdepartmental

Purchase Request,
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Figure 3-4.  DD Form 448-2, Acceptance of MIPR.
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Figure 3-5.  Inter-Service Support Agreement (Page 1 of 2).
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Figure 3-6.  Inter-Service Support Agreement (Page 2 of 2).
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8.
Summary.

This lesson described the following aspects of funding absent activities, 

· The methods available to home installations for funding the operational expenses of an absent activity.

· Direct citation of funds, and the means to send direct fund cite orders rapidly.  Performing installations consider direct fund cite as the most expedient method for funding one-time transactions.  However, ordering activities consider direct fund cite as unfavorable to good fund control.

· Advice of Obligation Authority (DA Form 3971), which authorizes performing installations to use the ordering activities' specified amount of funds to furnish specified gooey or services during specified periods of time.

· Military Interdepartmental Purchase Request (DD Form 448), which allows home installations to request support.

· for absent activities from host installations, on a direct fund cite method and/or on a reimbursable basis.

· Inter-Service Support Agreement (DD Form 1144), which documents supporting agreements between DOD components and other participating federal government activities.

· The ISSA must state clearly the agreement between the performing and ordering activities with respect to specific resources that each party must provide.
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LESSON 3

PRACTICE EXERCISE

Read the following situation and use that information to answer the items in this practice exercise.  Check your answers with the answers that follow.

Situation: You are a resource manager trainee in the resource management division of the directorate of logistics.  Your director of logistics instructed you to learn as much as you can about the concepts, principles, and basic procedures of reimbursement accounting.

1.
Performing installations consider which method of funding as the most expedient for funding one-time transactions?


A.  Direct Fund Cite.


B.  Advice of Obligation Authority.


C.  Inter-Service Support Agreement.


D.  Military Interdepartmental Purchase Request.

2.
Army regulations require the use of direct fund cite when the primary object of the order is to finance


A.  maintenance of vehicles.


B.  travel or transportation.


C.  repair of office equipment.


D.  purchase of office supplies.

3.
Of the following, which is a fast way for an ordering activity to issue a direct fund cite order but one which does not provide adequate documentation for recording of obligation?


A.  Letter.


B.  Advice of obligation authority.


C.  Inter-Service Support Agreement.


D.  Military interdepartmental purchase request.

4.
Under the advice of obligation authority method of financing absent activities, when does the FAO of the home installation commit the amount specified on DA Form 3971? 

A.  At the beginning of each month.


B.  On the issue date of DA Form 3971.


C.  Upon the expiration of the advice of obligation authority.


D.  Upon the return of DA Form 3971 from the performing installation.
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LESSON 3

PRACTICE EXERCISE

ANSWER KEY AND FEEDBACK

Compare your answers to the following solutions.  If you answered any item incorrectly, review the page(s) referenced until you understand the instruction.
Item
Correct Answer and Feedback
1.
A.  Direct Fund Cite.


The performing installation does not have to initially finance the purchase of goods and services for the ordering activity when the direct fund cite method of financing a one-time transaction is used.  The performing installation will simply cite the ordering activity's accounting classification on every document applicable to the order.  (page 33)

2.
B.  travel or transportation.


The direct citation of funds method of financing is prescribed by AR 37-1 when the object of the customer's order is for certain types of expenses, including pay, travel, or transportation.  Answers A, C, and D are not on the list of expenses requiring direct citation of funds.  (page 34)

3.
A.  Letter.


Transmitting a direct fund cite order by letter, teletype message, or telephone, is an expeditious mode of issuing a direct fund cite order, but does not provide the required documentation for recording obligations.  Transmitting an order by any of the aforementioned means requires the ordering activity to take additional actions, such as preparing MODs and reversing MODs.  (page 34)
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Item
Correct Answer and Feedback
4.
B.  On the issue date of DA Form 3971.


To comply with the Antideficiency Act, the FAO must commit or obligate funds upon issue of an order involving the expenditure of installation funds.  The FAO does not wait till the beginning of the month to commit the funds (answer A).  The FAO records the obligation, based on answers (C) or (D).  (page 36)
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