BUPERSI NST 1710. 16
Per s- 656

BUPERS | NSTRUCTI ON 1710. 16

From Chief of Naval Personnel
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1. Purpose. To provide policy and guidance for the

adm ni strati on and managenent of afloat recreation services and
funds, and to support shipboard nonappropriated fund
instrunmentalities as described in reference (a) using accounting
procedures as directed in reference (b). This instruction is a
conpl ete revision and should be reviewed in its entirety.

2. Cancel | ati on. NAVM LPERSCOM NST 1710. 3A.

3. Policy and Scope. The policy of the Navy is to provide naval
personnel and their famly nmenbers wi th prograns which
effectively contribute to their quality of life. The Navy
recogni zes the inportance of the fleet recreation programin
enhancing norale, enriching leisure tinme, and inproving the
fitness of personnel assigned to the fleet. The policy and

gui dance set forth in this instruction is applicable to all ships
mai ntai ning a ship recreation fund.

a. Enclosure (1) provides guidance for the adm nistration
of the afl oat recreation program

b. Enclosure (2) provides guidance for the financi al
managenent of the afloat recreation program

c. Policy and guidance for the procurenent and nmanagenent
of shipboard recreation property is contained in enclosure (3).

d. Enclosure (4) provides guidance for the uses of
appropri ated and nonappropriated shi pboard funds.

4. Responsibilities

a. Chief of Naval Personnel (Pers-651) shall:

(1) Devel op and provide policy guidelines regarding the
adm ni stration of afloat recreation prograns.

(2) Monitor program operations to ensure conpliance with
established policies, procedures, and guidelines set forth in
this instruction.

(3) Provide technical assistance and training to conmands.
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b. Afloat conmmandi ng officers shall:

(1) Establish and execute a well-rounded recreation
programw thin their command consistent with the resources
avai | abl e.

(2) Assure conpliance with established Navy policies,
standards, and guidelines as set forth in this instruction.

(3) Establish |ocal standard operating procedures (SOP)
and policies for all elenments of a shipboard recreati on program
to govern daily operations.

5. Action. Afloat commandi ng of ficers shall ensure conpliance
with the requirenents set forth in this instruction.

6. Forns. The following forns are available in the Navy supply
system

Form Title St ock Nunber

DD 1342 (5-78) DOD Property Record S/'N 0102- LF-001- 3420
DD 1149 (3-59) Requisition and Invoice/

Shi ppi ng Document S/'N 0102-LF-011-1801

NAVPERS 7010/ 2 Recreation Fund

(9-82) Fi nanci al St at enent S/'N 0106- LF-070-1011
NAVCOWPT 742-1 Stock Record

(7-74) S/'N 0104- LF-700- 7430
NAVCOVPT 743 Petty Cash Voucher

(7-54) S/'N 0104- LF-701- 3300
NAVCOWPT 744 Cust ody Recei pt

(10-63) S/'N 0104- LF-701- 3401
NAVCOVPT 745 Cust ody Record

(7-54) S/'N 0104- LF-701- 3500
NAVCOWPT 2212 Certificate of

(10-71) Di sposition S/'N 0104- LF- 706- 5250
NAVCOWPT 2213 Pur chase Order

(3-72) S/'N 0104- LF- 706- 5300
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Distribution: (Two copies each unless otherw se indicated)

SNDL  21A1 ClI NCLANTFLT (Code N444 only)
21A2 Cl NCPACFLT (Code N47 only)
22A Fl eet Commanders
24 Type Commanders
26A Anmphi bi ous G oup
28 Squadron, Division and G oup Conmanders - Ships
29 War shi ps
30 M ne Warfare Ships
31 Anphi bi ous Warfare Ships
32 Auxi | i ary Ships

BUPERS (Pers-65) (100 copies)
MARTU, Patuxent River, MD 20670-5489 (500 copies)

St ocked:

Naval Aviation Supply Ofice

ASO Code 103

5801 Tabor Avenue

Phi | adel phia, PA 19120-5099 (750 copi es)
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ADM NI STRATI ON OF RECREATI ON PROGRANMS

1. Responsibilities

a. Chief of Naval Personnel (CHNAVPERS). Ceneral
supervi sion, technical and adm nistrative gui dance for al
recreation prograns afl oat and ashore are the responsibility of
t he Program Manager, who is the Chief of Naval Personnel. BUPERS
(Pers-651) exercises its responsibilities through the Head, Fleet
Recreati on Section (Pers-6510 .

b. Fleet Commanders. The effective operation and adm ni s-
tration of ships’ recreation prograns is a command responsibility
beginning with the fleet commanders: Conmander in Chief, U S.

Atl antic Fleet (CINCLANTFLT), Conmmander in Chief, U S. Pacific
Fl eet (Cl NCPACFLT) and Commander in Chief, U S. Naval Forces

Eur ope (CI NCUSNAVEUR). Fleet commanders wi |l ensure that

subordi nate conmanders (i.e., Type Commanders (TYCOM, |nmediate
Superiors in Command (1SIC) and | mediate Unit Conmanders (1UC))
provi de overall coordination and adm nistration of recreation
prograns within their respective conmands.

c. Imediate Superiors in Command. |SIC s (TYCOVs, group
commander s, squadron commanders, and unit commanders) w |
continually review all afloat recreation prograns and activities
within their respective conmands. The basic concept of the Naval
Conmand | nspection Programas outlined in reference (c) is that
I nspections of subordinate commands and units shall be conducted
periodically by the 1SIC or the IUC. Appendix Ato Enclosure (1)
may be used as a guide for conmands to prepare for inspections of
the recreation program 1|1SICs will submt copies of
unsati sfactory inspection reports to BUPERS (Pers-651).

d. Conmmanding O ficers/Fund Adm nistrators. Conmandi ng
officers are responsible for the adm nistration, supervision, and
operation of their shipboard recreation program The commandi ng
of ficer of each ship is designated as the Fund Adm ni strator and
shal | establish and execute a well-rounded recreation program
Wi thin their conmand which is supported by resources avail able
for such prograns. The responsibilities of the Fund
Adm ni strator are not transferrable to enbarked staffs or
attached nobile units such as aviation squadrons, Marine Corps
detachnents, etc. Enbarked units participate in their host
command’ s recreation programand are not permtted to establish
or operate separate recreation funds.

e. Fleet Recreation Coordinator (FRC). FRCs are |ocated at
maj or fleet concentration ports worldw de. They provide direct
support to fleet units in all aspects of shipboard recreation
prograns and adm ni stration. Appendix B to Enclosure (1)

Encl osure (1)
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outlines the support provided by |ocal FRCs.

2. Training. The Fleet Recreation Managenment Course consists of
training in recreation managenent and procedures as they rel ate
to purchasing, internal controls, recreation services
regul ati ons, accounting, and progranmm ng for recreation aboard
ship. The Fleet Recreation Managenent Course provides training
in the tasks nost frequently perforned by the Recreation Services
O ficers and Fund Custodi ans throughout the fleet. This course
Is required training for all Recreation Services Oficers, Fund
Cust odi ans, Fleet Recreation Coordinators, and Afloat Recreation
Speci alists. Any other personnel, as designated by the | ocal
chain of command, who are involved in the afloat recreation
program are highly encouraged to attend this training.

3. Shi pboard Recreation Personnel. The Standard Organi zation
and Regul ations of the U S. Navy (SORM establishes personnel
assignnents to manage and adm ni ster the ship’s recreation
program as foll ows:

a. Commanding O ficer. The comuanding officer is
responsi ble for the ship’s recreation programand is also the
Fund Adm nistrator. Wth regards to the afl oat recreation
program these terns may be used interchangeably.

b. Recreation Services Oficer (RSO. The RSO is appointed
in witing by the commandi ng officer to manage the ship's
recreati on program For the purpose of continuity, tenure as RSO
should be at least 1 year. Formal training, as required by this
Instruction, is essential to assist the Recreation Services
Oficers to performtheir duties effectively. An RSO is the
commandi ng officer’s principal assistant for quality of life
prograns. Commandi ng of ficers should make every effort to
appoi nt experienced, notivated | eaders as RSGs. Assignnent of a
qualified chief petty officer as Recreation Services Oficer is
aut hori zed provided a comm ssioned officer is unavail able for
assignment. The principal duties of the RSOw || include the
fol | ow ng:

(1) Devel op and conduct prograns and services designed
to maintain and inprove the norale of the ship’s crew and their
dependent s.

(2) Develop a recreation programfinancial plan

(3) Train and supervise personnel assigned to the ship's
recreation program

(4) Maintain custody and control of recreation equi pnent
and property inventories. |In such cases formal transfer of

Encl osure (1)
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I nventories between incom ng and outgoing RSCs will be conpleted
as part of the relieving process.

c. Fund Custodian. The Fund Custodian is appointed in
witing by the conmandi ng officer to manage the shi pboard
recreation fund. Commanding officers are encouraged to assign
one individual to serve as the RSO another person to serve as
the Fund Custodian. This division of responsibility generally
results in a nore proactive shipboard recreation program and
nore efficient use of recreation funds. Where |ocal situations
dictate, a qualified chief petty officer my be assigned as Fund
Custodi an. Large commands nay designate an alternate Fund
Custodi an. Menbers of the Chaplain Corps, the officers’ ness
treasurer or any individual assigned as a fund custodian for
anot her account may not be designated as Recreation Fund
Custodians. In reference (a), no officer detailed to duties
i nvol ving the di sbursenent of appropriated funds shall be charged
wi th the handling, custody, or accountability of records for
recreation funds. The principal duties of the Fund Custodi an are
contained in the SORM Sone of the duties include:

(1) Accounting for the recei pt and expenditure of
recreation funds.

(2) Ensuring the propriety of expenditures.

(3) Verifying the accuracy of source data.

(4) Establishing internal controls at the | ocal |evel

(5) Controlling and accounting for recreation property.

(6) Preparing reports.
When the Fund Custodian is absent fromthe activity for nore than
15 days and |l ess than 30 days, the commandi ng of ficer shal
designate, in witing, another officer to act as the custodi an.
The Fund Custodian will be relieved of duties if he/she will be
absent for nore than 30 days. A formal relieving process between
I ncom ng and out goi ng Fund Custodians is required. The custodian
being relieved will do the foll ow ng:

(1) Transfer all funds to the new custodi an.

(2) Inventory property and equi pnent and transfer sane
to the new custodi an.

(3) Transfer all records, accounts, vouchers, and bank

Encl osure (1)
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accounts to the new custodi an.

(4) Insure that Audit Board nenbers conduct an interna
audit of the Recreation Fund.

(5) The relieving custodian wll note all shortages,
m ssi ng docunents, and discrepancies in the Letter of Relief.

d. Athletics Oficer (AO. The Athletics Oficer is
responsi bl e for providing a well-bal anced program of sports
activities (formal and informal) and for coordinating such
prograns wi th appropriate shore commands, fleet commanders, and
BUPERS sports personnel. An officer, chief petty officer or
petty officer may be assigned the duties of AQ

e. Afloat Recreation Specialist (ARS). Large conmands
(ship’s conpl enment greater than 1,000) may be authorized a billet
for an ARS. An ARS is a full-time civilian recreation speciali st
enpl oyed by the recreation fund. The ARS program was devel oped
by BUPERS. Personnel adm nistration for ARS enpl oyees is handl ed
by | ocal shore MAR fund. The position can be either civil
service or NAF. In the case of NAF, the afloat command pays the
sal aries and benefits of the ARS wth nonappropriated funds.

4. Shipboard Recreation O ganization. The SORM states that a
program advi sory source is essential in helping the Fund

Adm ni strator provide for specific recreational needs of their
command. The Recreation Conmttee/ Council/Board represents the
crew in advising the commandi ng officer on recreation oriented
I ssues affecting shipboard quality of life. A Recreation

Commi ttee consists of enlisted personnel; a Recreation Counci
consi sts of comm ssioned officers; and a Recreation Board
consists of both officers and enlisted personnel. Comands may
have either a single Recreation Board or a Recreation Conmttee
and Council. Recreation Conmttees, Councils, and Boards are
advisory in nature and do not have any managenent/adm ni strative
control or custody of recreation funds.

a. Recreation Committee

(1) Organization. The conmmttee consists of three or
nore enlisted personnel designated in witing by the commandi ng
officer. The size and conposition of the commttee should ensure
that the interests of all enlisted personnel are adequately
represented. The conmittee is |ed by a chairman who nmay be
appoi nted by the commanding officer or elected by conmttee
menbers under the approval of the commandi ng officer. The RSO
attends conmttee neetings to provide information about the
recreation prograns and the status of funds.

Encl osure (1)
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(2) Purpose. The Recreation Comm ttee provides
recommendations for the recreation programto the commandi ng
officer via the Recreation Council. Meetings are usually
governed by parlianmentary procedure with reconmendati ons bei ng
made by majority rule. Each nenber has one vote with the
exception of the RSO who serves in an advisory capacity and does
not vote. The commttee neets prior to each council neeting and
reviews the status of recreation funds, equi prent and prograns.
A witten report of the neeting wwth recommendations is submtted
to the commandi ng officer with a copy to the Recreation Council.

b. Recreation Counci

(1) Organi zation. The council consists of three or
nmore conm ssioned officers, one of whomshall be the ship's store
officer. Wen there is an inadequate nunber of comm ssioned
of ficers onboard, small commands may appoint chief petty officers
to the council. The senior nenber present acts as the chairman.

The RSO attends council neetings either as a nenber or as an
advisor. A representative fromthe Recreation Commttee
(usually the commttee chairman) al so attends council neetings.
Menbers of the Recreation Council are designated in witing by
t he commandi ng officer.

(2) Purpose. The Recreation Council reviews the report
of the commttee and submts its comments and suggestions to the
commandi ng officer. The council can offer recommendations to the
commandi ng officer concerning recreation matters, including
recreation fund expenditures. Like the conmttee, neetings are
usual |y governed by parlianentary procedure with recomendations
bei ng made by majority rule. Each nenber has one vote with the
exception of the comm ttee nenber who attends neetings in an
advi sory capacity. The council neets at |east once each quarter.

c. Recreation Board. The Recreation Council and Conmttee
may be conbined into a single Recreation Board which performthe
functions of both groups. The board should consist of a
representative cross section of the crew including both officers
and enlisted personnel. The ship’'s store officer is required to
be a nmenber of the Recreation Board.

d. Audit Board. The Audit Board consists of at |east three
or nore persons (one of whom should be enlisted) with sufficient
training and experience in accounting, auditing, and financial
adm ni stration.

e. Contract Review Board. The Contract Revi ew Board
consists of three persons whose purpose is to review hi gh-cost
expendi tures in accordance with |ocal contract approval
requi renents. Further information on the Contract Revi ew Board

Encl osure (1)
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can be found in Enclosure (3) of this instruction.

5. Shipboard Recreation Prograns. The variety of shipboard
recreation activities and prograns is limted only by the
resources of the command and the inmagi nation of the crew. A
short |ist of common shi pboard progranms include the follow ng:

a. Intramural team sports such as interdivisional softball

b. Individual sports conpetition such as a racquet bal
t our nament .

c. Ticket rebate program whereby a crewrenber participates
in the recreation event of their choice and submts a ticket stub
or receipt for reinbursenent, in whole or in part, fromthe
Recreati on Fund.

d. Tours ashore.

e. Unit social activities such as divisional parties or
ship’s picnic.

- f. Recreation education prograns where sailors |earn
| ei sure skills such as outdoor adventure prograns.

g. Recreation equipnment checkout.
h. Bi ngo.

Local Fleet Recreation Coordinators can provide details and

assi stance in establishing or inproving shipboard recreation
prograns. The BUPERS triannual publication "Fleet Edition" also
hi ghl i ghts successful shipboard recreation prograns.

6. Shore-Based Recreation

a. Local MAR departnents offer a wide variety of sports,
recreation and club activities. Local Fleet Recreation
Coor di nators sponsor special prograns and activities specifically
for fleet sailors in major fleet concentration areas. Wen
I nport, the recreation program should be centered around
activities sponsored by the MAR departnent and the Fl eet
Recreati on Coordi nator.

b. Individual ships frequently host conpetitions and offer
chal l enges to other commands. Many |ISICs, especially at the
squadron and group level, will sponsor recreational and sporting
events.

Encl osure (1)
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c. Special interest groups are organized as a direct
extension of the recreation program Cenerally, nmenbership is
open to any patrons authorized to participate in the | ocal MAR
program A photography club is an exanple of a special interest

group.
d. Private organizations are simlar to special interest
groups but differ in that nmenbership is restricted. A spouse
association is an exanple of a private organi zation.
e. Recreation activities provided by the | ocal community
and busi ness organi zati ons can be a valuable adjunct to the

ship’s recreation program and that of the shore-based MAR
program

f. Wen overseas, Anerican enbassies, consul ates and
attaches can provide assistance to visiting naval units. Advance
communi cation via the logistics request (LOGREQ nessage is
recormended. The Port Directory is a publication containing
detailed information on ports of call throughout the world. On
nost ships, the Navigation O ficer maintains custody of the Port
Directory.

7. Progranms and Services from Local MAR Departnments. The
followi ng prograns are typically offered through the | ocal MAR
depart nent:

a. Information, Tickets, and Tours (ITT) Operations

b. Single Sailor prograns

c. Physical fitness facilities and prograns

d. Sports facilities

e. Intranmural sports program

f. Aquatics and water sports

g. Bowing

h. Golf

I. Qutdoor recreation equipnment rentals

J. Comunity Centers/Fleet Recreation Centers

Encl osure (1)
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k. Food and beverage facilities and services

|. Child Devel opnment Center
m  Youth Activities
n. Auto skills shop

0. Vehicle storage

8. Recreation Prograns Governed by the Bureau of Naval Personnel
and the Departnent of Defense

a. Navy Sports Program Reference (d) provides policy and
gui dance for the adm ni strati on and nmanagenent of Navy sports
prograns. Navy sports range in scope frominformal activities to
I nternational conpetitions. The hierarchy of organized
activities is as foll ows:

(1) Local intranmural sports - the |owest |evel of
organi zed conpetition.

(2) Arealconference sports - conpetition at |east one
| evel higher than the | ocal/base |evel.

(3) Interservice/National conpetition - conpetition at
the highest levels within the Navy as well as conpetition between
the Navy and the other Arnmed Forces.

(4) International Conpetition - conpetition includes
participation in the Aynpic Ganes, the Pan American Ganes and
the Conseil International du Sport Mlitaire (Cl SM

Navy personnel who feel they possess the high degree of athletic
ability required to represent the Navy in interservice

chanpi onshi ps, to represent the U S. Arned Forces in Cl SM and/or
to represent the United States in approved international
conpetition are encouraged to submt an application for trial and
training to the CHNAVPERS (Pers-651) via their commandi ng
officer. An annual schedul e of convening dates for each sports
training canp will be distributed to the fleet.

b. The Departnent of Defense (DOD) Arned Forces
Pr of essi onal Entertai nment Program Overseas (AFPEO) provides |ive
entertainment to arned forces personnel in overseas |ocations.
Mlitary installations in renote and isolated areas and fl eet
units overseas are given priority for such entertainnment. The
AFPEO, which is staffed by representatives fromthe Arny, Ar
Force, Navy and Marine Corps, is responsible for the operation
and adm nistration of the program Reference (e) provides

Encl osure (1)
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specific information.

Encl osure (1)
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AFLOAT RECREATI ON ASSI ST VI SI'T CHECKLI ST

From Fleet Recreation Coordi nator

To: Co
Subj: UN
( DATE)
Ref: (a)
(b)

mrandi ng O ficer,

| T RECREATI ON FUND ASSI ST VI SIT CONDUCTED ON

BUPERSI NST 1710.16 (Adm nistration of Recreation
Prograns Afl oat)

SECNAVI NST 5760. 14B (Navy Relief Society Loan
Assi stance for Enmergency Leave Travel)

1. The following is submtted:

a. Nane of Commanding O ficer:

b. Nanme of Recreation Services Oficer:

c. Nane of Fund Custodi an:

d. Nane of FRC

e. Nunber of enlisted personnel on Recreation Commttee/

Boar d:

f. Nunmber of officers on Recreation Council/Board:

_____;?__Are the foll ow ng publica-

ti ons on board:

YES NO Not es

(1) BUPERSI NST 1710. 16

(2) BUPERSI NST 1710. 11A (Navy
Recreati on Operationa
Pol i ci es)

(3) NAVSO P-3520 w/ Ch-3

Appendi x A to
Encl osure (1)



(4) NAVM LPERSCOM NST

h.
in witing by the Commandi ng
Oficer, and on file:

(1)

(2)

(3)

(4)

(5)

(6)

(7)

7010. 2A

Are the foll ow ng designated

Recr eati on Services
Oficer (letter dated:
)

Recreati on Fund Cust odi an
(letter dated:
)

Is arelieving letter on
file, fromthe outgoing
Recreati on Fund Cust o-

di an, endorsed by the
Commandi ng O ficer and

I ncom ng Fund Cust odi an
(letter dated:

)

Recr eati on Counci
(letter dated:
)

Recreation Committee
(letter dated:
)

I f applicable, Recreation
Board (letter dated:
)

Audit Board (letter
dat ed: )

BUPERSI NST 1710. 16

YES

NO NOTES

Appendi x A to
Encl osure (1)



(8)

(9)

(10)

(11)

(12)

(13)

Est abl i shnent of Petty
Cash Fund (letter dated:
)

Letter Designating
BUPERS Successor

in Interest to Bank
Account (letter dated:

Letter Designating
I ndi vi dual s Who Are
Aut hori zed to Sign Checks
(letter dated:
)

Recei ving Agent (letter
dat ed: )

Est abl i shnment of change
fund and Change Fund
Cust odi an appoi nt nent
(letter dated:

Letter designating
Pur chasi ng Agent (letter
dat ed: )

Are the mnutes fromthe
nmeeti ngs of the Recreation
Comm ttee and Counci |l / Board
on file, with the Conmandi ng
O ficer’s action entered

t her eon?

BUPERSI NST 1710. 16

YES

NO NOTES

Appendi x A to
Encl osure (1)
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Are audits or review ng of
accounts of the recreation
fund conducted on or about
31 March and 30 Septenber,
and when the Fund Cust odi an
Is relieved? (date of |ast
audit report sighted:

)

YES NO NOTES

Does the Recreation Services
Oficer attend the Comm ttee/
Board neetings?

Does a Recreation Committee
representative attend each
Recreation Council neeting?

m Are cash accounts nmai ntai ned
as foll ows:

(1) Petty Cash Fund (letter
dat ed):

(a) Broken down as
foll ows:
Cash on Hand: $

Petty Cash
Vouchers: $

Amount Aut hori zed by
Conmandi ng O ficer:

(b) I's the Petty Cash Fund
repl eni shed by check?

Appendi x A to
Encl osure (1)



(2)

(3)

(4)

(5)

(6)

(7)

(c) Are signed Petty Cash

Voucher s, NAVCOWPT 743,

used to sub-stantiate

each di sbursement from

the Petty Cash Fund?
O her than Petty Cash

(a) Cash on Hand

$_ as of
(b) Savings Acct

$ as of

as of

(c) ghecking Acct

(d) Total: $__
Are deal er sales slips,
recei pts or invoices
obt ai ned for all paynents
(i.e., petty cash,

pur chase order, check)?

Name and Locati on of
bank:

I s the checki ng account
desi gnat ed "Recreation
Fund, USS "2

Are checks pre-nunbered
and bear the nanme and
address of the Unit Fund?

Are voi ded checks reat -
tached to the stub and
t he signature space cut
of f?

BUPERSI NST 1710. 16

YES

NO NOTES

Appendi x A to
Encl osure (1)
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(8) Are duplicate slips or
bank receipts for al
deposits retained in the
files of the fund?

(9) |Is the checking account
an "interest bearing"
account ?

(10) Is the bank insured by
the FDI C or FSLIC?

(11) Are funds in |ocal
accounts uncol l ateralized
or uninsured by FDIC or
FSLI C?

YES NO NOTES

Is a Statenment of Operations
and Net Worth prepared at the
end of each nonth, sunmmari zi ng
that nonth’s incone/ expenses,
and signed by the Commandi ng
Oficer?

I s an aut horized purchase
order formutilized for al
services, equi pnent and
suppl i es purchased conmer -
cially, except fromthe
petty cash fund?

Are purchase order forns
pre-nunbered starting wth
t he begi nning of the fiscal
year ?

Are a minimumof three com
petitive bids obtained for
al | purchases over $25007? L L
Appendi x A to
Encl osure (1)
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Are purchase orders and
checks accounted for and
controlled by securing in a
| ocki ng receptacl e?

Are liabilities incurred

agai nst the fund approved by
the Conmanding O ficer or his
desi gnated representative?

Is a sufficient bal ance on
hand to nmeet obligations?

Are debts paid within a
30 day period or |ess?

Were taxes paid for purchases
or was generated interest

wi thheld fromthe recreation
fund?

YES NO NOTES

Are inventories conducted

sem -annual Iy, as of 31 March
and 30 Septenber, and upon
relief of the Fund Custodi an,
on all property val ued under
$300 (consunmabl e/ expendabl e) ?
(Last inventory date:

)

Is a record of all property
mai nt ai ned?

Are inventories conducted

annual |y as of 30 Septenber
and upon relief of the Fund
Custodi an, on all property
val ued at $300 or nore non-
consunabl e/ nonexpendabl e) ?

Appendi x A to
Encl osure (1)



aa.

bb.

CC.

dd.

ee.

ff.
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(Last inventory date:

Were the results of the in-
ventory reconciled with the
Property and Equi prnent | n-
ventory Form and Stock Record
cards and necessary accounting
adj ust nents processed?

s a NAVCOWPT 2212, Certif-
I cate of Disposition, used to
di spose of property?

Is all nonexpendabl e and
control |l ed expendabl e property
in excess of $300 that is
recei ved or dropped recorded
on the NAVCOWPT 742-1,

St ock Record?

Are inventory nunbers affixed
to all expendabl e and
nonexpendabl e property in
excess of $300 by netal tags
or other pernmanent neans?

YES

Are signed NAVCOWT 745,
Custody Record cards, util-

i zed for all major itens of
equi pnment not in actual
custody of the Fund Custodi an,
such as TV sets, radios, and

| ounge furniture?

Are Custody Receipts retained
for all property (i.e., gear

I ssue) used until they are
returned/ accounted for?

Are signed copies of the

NO NOTES

Appendi x A to
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NAVPERS 7010/ 2, Recreation
Fund Fi nanci al St at enment,
on file?

Was the original of the
Recreati on Fund Fi nanci al

St at enent forwarded to BUPERS
(Pers-652), with additional
copies forwarded to the TYCOM
and the I nmredi ate Superi or

in Command (1SIC) by

15 Cctober?

Is a general, operational
financial plan (budget) pre-
pared for each fiscal year?

Are the bank statenents re-
conci l ed nonthly by:

(1) Verifying and signing the
checki ng account st atenent
and checkbook register and
Recei pt and Expenditure

Recor d?

(Date of |ast statenent

si ght ed: ;

date of |ast check

si ght ed: ) L L

YES

5

NOTES

(2) Verifying and signing the
savi ngs account statenent
nmonthly? (date of [ ast
statenent sighted:

)

(3) Verifying and signing the
Recei pt and Expenditure
Record nonthly? (date of
| ast record sighted and

Appendi x A to
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verified: )

jj. Are energency |oans adm ni s-
tered according to reference
(a) and reference (b)?

(1) Armount of outstanding
energency | oans:
$

(2) 1Is a repaynent schedul e
est abl i shed?

kk. Is a ticket rebate/di scount
coupon programin operation?

1. Has the Recreation Services
O ficer attended the required
Fl eet Recreati on Managenent
Cour se?

mm Has the Fund Custodi an
attended the required Fl eet
Recr eati on Managenent
Cour se?
nn. Does a divisional recreation
fund/ party instruction or
pol i cy exist?

Does it cover?

(1) Request chit?

YES NO NOTES

(2) Nunber of personnel in
att endance?

(3) Policy concerning accum

Appendi x A to
Encl osure (1)



(4)

00.

Does
(1)
(2)

(3)

(4)
(5)

Pp.

aq.

ul ati on of funds?

Return of receipts and/or
excess funds?

Does a vehicle usage and
mai nt enance i nstruction or
pol i cy exist?

It cover:
Driver qualifications?

Schedul ed nmi nt enance
responsi bilities?

Check-i n/ check- out
procedures?

Key/ vehicl e control ?

Appropriate recreation
use of vehicle?

| s Base MAR Services

I nformati on obtai ned and
posted on a bulletin board
(including facilities avail -
abl e, novi e schedul es, tours,
di scount tickets, club
events, etc.), along with
brochures and maps of the

| ocal community, outlining
poi nts of interest, special

| ocal cultural/sporting
events and tours avail abl e?

The follow ng athletic teans
are entered in | eague conpe-
tition (intranural):

BUPERSI NST 1710. 16

rr.

What activities/services does

the recreation programoffer:

Appendi x A to
Encl osure (1)
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SS. The follow ng activities were
organi zed within the ship:

2. Al steps within this checklist require a "yes" or "not
applicabl e" answer. Corrective action should be taken on al
"no" answers in order to achieve a fully satisfactory rating.
The foll owi ng recommendati ons or requirenents are pertinent:

Appendi x A to
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FLEET RECREATI ON COCRDI NATOR
FUNCTI ONAL GUI DELI NES

1. Provide daily support to shipboard recreation personnel in
all aspects of the ship’'s recreation program

2. Provide on-site training and assistance in the areas of
recreati on program accounting, auditing, procurenent, general
program adm ni stration and fund managenent.

3. Provide guidance and assistance in providing recreation
activities and prograns.

4. Assists afloat commands in efficiently using limted
resources to neet recreati on wants and needs.

5. ldentify realistic alternatives to program constraints and
limtations.

6. Act as a liaison between the shipboard recreation
organi zati on and the shore-based MAR organi zati on.

7. Facilitate ship’'s participation in the ashore MAR intranur al
sports program

8. Provide assistance in identifying reliable |local conmmunity
services and vendors in procuring necessary recreation equi pnent
and supplies (i.e., sports equi pnent vendors).

9. Serve as the recreation |liaison between conmander s/ commandi ng
of ficers ashore and ship s commandi ng of ficer.

10. Provide information about recreati on opportunities both on-
base and off- base.

11. Locally inplenent the BUPERS O&M N and OP, N equi pnent grant
program

12.  Provide recomendations and technical assistance for
shi pboard exerci se equi pnment and exerci se spaces.

13. Mintain a library of applicable fleet recreation
ref er ences.

Appendi x B to
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14. Provide assistance in budgeting.

15. Attend neetings of the recreation council/conmttee or board
when requested by the conmand.

16. Provide orientation briefs for crews relocating to a new
honmeport as well as to those ships returning from depl oynent.

17. Although the actual duties of Fleet Recreation Coordi nators
will vary fromlocation to |ocation, their common goal is a
comm tnment to enhance the quality of |ife of shipboard personnel.
The potential is unlimted and the rewards are i measurable for
t hose conmands who nake full use of the professional expertise
avai l abl e fromthe worl dwi de network of fleet recreation
coordinators. FRCs are located in the follow ng fleet
concentration areas:

EAST COAST VST COAST
COWNAVBASE DET Boston NAS Al aneda
COWNAVBASE Charl eston NAVSHI PYD Brenerton
NWS Earl e NAVSTA Long Beach
NAVPHI BASE Little Creek NAVSTA San Di ego
NAVSTA Maypor t COWNAVBASE Seattl e
SUBASE New London NAVSTA Puget Sound
NAVSTA New Yor k
NETC Newport

NAVSHI PYD Nor f ol k
NAVSTA Nor f ol k
NAVSUPPFAC Pascagoul a
SUBASE Ki ngs Bay

OVERSEAS

NAVSTA Guam

NAVSTA Guant ananp Bay
NAVSUPPACT Napl es
NAVSTA Pear| Harbor
NAVSTA Pananma Canal
NAVSTA Roosevelt Roads
NAVSTA Rot a

COMFLEACT Sasebo

NRCC Si ngapore
COMFLEACT Yokosuka
ADM NSUPU Sout hwest Asi a (Bahrain)

Appendi x B to
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FI NANCI AL MANAGEMENT

1. Applicability. The provisions of this section apply to
af | oat commands with established recreation funds such as those
supported by a ship’s store or resale operation.

2. Definitions

a. Ship’'s Recreation Fund. The ship’'s recreation fund is
an officially established fiscal entity of an individual ship
avai l abl e for use by the commandi ng officer as a neans of
pronoting norale and wel | -being by providing quality recreation
prograns. The ship’'s recreation fund serves as an official
vehicle for the receipt, control, and di sbursement of shipboard
nonappropri ated recreation funds.

b. Appropriated Funds. Appropriated funds (APF) are
government nonies set aside by Congress for a specific purpose or
use. QOperations Target (OPTAR) nonies are one exanple of
appropri ated funds.

c. Nonappropriated Funds. Nonappropriated funds (NAF) are
cash and assets other than noni es appropriated by the Congress of
the United States. \While nonappropriated funds are governnent
funds, these funds are separate and apart from funds that are
recorded in the books of the Treasurer of the United States.

Moni es distributed fromship's store profit or proceeds froma
resal e operation are exanpl es of nonappropriated funds.

d. Nonappropriated Fund Instrunentality (NAFI). A NAFI is
a DOD organi zational entity that perforns governnent functions.
The ship’s fund is a NAFI which provides recreation prograns for
the command. As a fiscal entity, a NAFI maintains control over
Its nonappropriated funds. A NAFI is not incorporated under the
| aws of any state or the District of Colunmbia and it enjoys the
| egal status of an instrunentality of the United States.

e. Resale Operation. Established aboard ships with a
recreation fund but without a ship’s store. Ships are authorized
to sell prepackaged foods, snack itens, enblematic itens, and
ot her appropriate itens of ship nenorabilia.

f. Fund Adm nistrator. The individual responsible for the
adm ni stration of a nonappropriated fund instrunmentality (NAFI).
Commandi ng officers serve as the Fund Adm nistrators for their
ship s recreation fund.

Encl osure (2)
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3. Establishnment of a Ship’s Recreation Fund. CHNAVPERS r et ains
the authority to permt conmands to establish a ship’s recreation
fund. No afl oat conmand may establish a NAFI w thout the
approval of the CHNAVPERS. Commands desiring to establish a
ship’s recreation fund nust obtain perm ssion from BUPERS (Pers-
65). In the case of ships undergoing construction, which are
eligible for preconm ssioning support fromthe BUPERS Centr al
Fund, the ship’s recreation fund is established officially at the
time of initial grant distribution.

4. Disestablishnment of a Ship’s Recreation Fund. Procedures to
di sestablish a ship’s recreation fund are provided in Appendix A
to Enclosure (2). The Fund Adm nistrator is responsible for
ensuring an orderly and proper disestablishnent process. The
chain of command is primarily responsible for redistributing
excess, serviceable recreation equipnent to other afloat units.
Residual funds in the ship's recreation account(s) shall be
transferred to BUPERS (Pers-652) as the successor in interest.

5.  Fundi ng Sources
a. Shi pboard Sources

(1) Ship s appropriated funds. OPTAR w il be the
primary source of support for m ssion sustaining activities. In
reference (f) the Conptroller of the Navy identifies the
followi ng as m ssion sustaining activities:

(a) Physical fitness
(b) Shipboard activities

(c) Sports/athletics (self-directed, unit |eve
and intramural)

(d) Unit level prograns and activities

(2) Ship's Store. Ship's stores are usually managed by
the Sales and Disbursing Oficer. A percentage of the ship’'s
store profits are transferred to the ship’s recreation fund and
constitute the major source of nonappropriated funds. Usually,
the Sales and Disbursing Oficer also manages shi pboard vendi ng
machi nes and el ectroni ¢ gane machi nes, both of which can be an
I nportant source of incone for the recreation fund.

(3) Fees and Charges. Reasonable fees and charges are
appropriate for relatively high-cost recreation prograns, e.g.
an offshore fishing charter or weekend ski trip. Fees and
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charges for rental operations/gear issue may al so be appropriate.
(4) Fund Raising. Appendix B to Enclosure (2)

addresses policies and procedures for fund raising aboard ship.

b. Fi nanci al Assi stance from BUPERS Central Fund.

(1) BUPERS Preconm ssioning Gants. These grants are
provided due to the long lead tinme between crew nenbers reporting
aboard a vessel under construction and the actual conmm ssioning
of the vessel. Upon request, a grant will be provided to
precomm ssioning crews at the rate of $2.08 per person per nonth.

Funds will be provided only to that portion of the nucleus crew
stationed at the precommi ssioning site. Witten requests should
be sent directly to the CHNAVPERS (Pers-652) with information
copies to the chain of conmmand.

(2) BUPERS Conm ssioning G ants.

(a) New ships will be provided an initial grant of
funds within 60 days of conm ssioning. This grant is provided
for the purchase of initial recreation equi pnent and supplies for
the ship’s crew until such tine as the ship’'s store, where
applicabl e, can generate profits for supplenental support of the
recreation program The follow ng rates apply:

Conpl enent Rat e per crew nenber
Less than 100 $7.75

101 - 200 $6. 75
201 - 300 $6. 25
301 - 400 $5. 75
401 - 750 $4.75
751 - 1500 $4. 25
More than 1500 $3. 75

(b) The m ni mum anount for a conm ssioning grant
will be $375.00. The total ampunt of the grant will be rounded
to the next highest $5.00. Exanple: A ship with 425 crewrenbers
woul d receive $2,020.00 vice $2,018.75 (425 X $4.75).

(c) Aircraft squadrons and nobile units will not
be provided conm ssioning grants since such groups will generally
be allowed to participate in a |ocal MAR fund.

(3) BUPERS Shipyard Grants. Ships undergoi ng maj or
conversion, repair, or overhaul may request financial assistance
from BUPERS (Pers-652) in advance by providing dates of the
over haul period, estimated ship’'s conplenent; |ocal funds
avai | abl e during the period; net ships store profits avail able
for transfer to the recreation fund; and intended use of funds
granted by BUPERS. Funding will not be provided retroactively

Encl osure (2)



BUPERSI NST 1710. 16
(i.e., for prior yard periods) or for yard periods of |ess than
30 days in duration. The grant is based on a uniform
standardi zed rate of $25.00 per crewrenber per year or $2.08 per
crewnenber per nonth. This program does not apply to aircraft
carriers. Assistance to aircraft carriers will be considered on
a case-by-case basis. For assistance in preparation of the grant
request, contact the |ocal Fleet Recreation Coordinator.

(4) Loans. Afloat commands may not borrow funds
comercially or purchase itens on deferred paynent plans w thout
prior authorization fromthe CHNAVPERS (Pers-65).

(5) TYCOM Sponsored Unit Allocations. The cognizant
TYCOM for ships and submarines not having a ship’s store may
request financial assistance in the formof unit allocations from
BUPERS (Pers-652) on an annual basis at the rate of $10 per
person per year. Such requests should be submtted by
15 Septenber of each year for the follow ng fiscal year and
shoul d i ncl ude the nanes of the ships or submarines and addresses
where the funds should be forwarded. To avoid a duplication of
fundi ng, requests for those ships and submarines al so undergoi ng
maj or conversion, repair, or overhaul during the sane fiscal
period will be annotated to indicate their restricted
availability dates.

(6) Ships Construction, Navy (SCN). Reference (gQ)
provi des gui dance on the use of SCN funds. Funds are budgeted by
Commander, Naval Sea Systens Conmmand ( COWAVSEASYSCOM, and
passed down through the project managers to shipyard el enents
responsi ble for placing initial outfitting equi pnment onboard
shi ps under construction. The recreation equi pnent all owance
list used for initial outfitting was prepared by BUPERS (Pers-65)
and any changes nust be approved by the Conptroller of the Navy
and BUPERS (Pers-65).

(7) BUPERS Equi pnrent Program Operations and
Mai nt enance, Navy (O&M N), funds are used to purchase
recreational equipnment for the fleet. Annually, these funds are
budgeted centrally by BUPERS and are based on nom nati ons
submtted by FRCs via the chain of command. O&M N equi prent has
a unit cost of or below $15,000. Oher Procurenent, Navy (OP, N),
are funds budgeted for by BUPERS. OP, N equi pnent is defined as
having a unit cost over $15,000. FRC s submt nom nations via
the chain of conmmand for OP, N funded equi pnent. Autonotive
vehi cl es cannot be procured with OP, N noni es.

6. Commercial Sponsorship. Afloat conmands are prohibited from
soliciting or accepting support stemm ng from comercial sponsor-
ship. However, local MAR departnments are authorized to solicit
and accept comercial sponsorship support on behalf of ships.
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7. Taxes

a. Legal Status. Recreation funds are instrunentalities of
t he Federal Governnment and shoul d participate in whatever
I mmunities such status may derive under the Constitution and
Federal Statutes.

b. Tax Exenption Certificate. The unit shall obtain this
certificate fromthe Regional Internal Revenue Service Ofice by
filing FormSS4. The IRS will issue the conmand an enpl oyer’s
I dentification nunber to validate the recreation fund s tax
exenpt status.

c. Federal Taxes Not Applicable

(1) Monies derived fromrecreation functions are excluded
fromthe provisions of the Internal Revenue Code.

(2) To acquire a tax-free nunber or enployer |D nunber,
contact your local fleet recreation coordinator for assistance.

(3) Recreation activities are exenpt from paynent of
t he Federal Communi cation tax on the follow ng types of
conmuni cat i ons:

(a) Long distance tel ephone or radio tel ephone
nessages.

(b) Donestic tel egraph, cable or radio dispatch
messages. No certificate of exenption is necessary for the
pur pose of establishing exenption fromthe tax on anpunts paid
directly for tel egraph, tel ephone, radio and cable services or
facilities. A recreation fund may note on any bill submtted
that it is an instrunentality of the United States CGovernnent.
This exenption applies only to official calls and services and
does not apply to personal calls placed fromthe activity.

(c) Communications with Federal Authorities. The
initiation of inquiries or replies to Federal authorities
regardi ng taxation and regul ations affecting recreation functions
and/ or recreation funds shall be cleared via the chain of conmand
w th BUPERS (Pers-65) before any action is taken.

(d) State and Local Tax. Instrunentalities of the
United States Governnent are not subject to direct taxation by
state or local taxing authorities, except when authorized by
Federal statute. The initiation of inquiries or replies to state
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or local officials on matters pertaining to taxation shall be
cleared via the chain of conmand with BUPERS (Pers-65).

(e) State Taxes Not Applicable. Recreation
functions and/or recreation funds are exenpt fromthe paynent of
the follow ng state and | ocal taxes:

1. Unenpl oynent insurance taxes and
contributions.

2 | ncone taxes.
3. Real estate and personal property taxes.

4. Sales, use, and license taxes on property
purchased for consunption or resale, to the sane extent as ot her
departnments of the U S. Governnent.

5. (Gasoline taxes, using the sane exenptions
as ot her departnents of the U S. CGovernnent.

8. Financial Planning. A financial planis a formal witten
statenent of plans for the future. It enbraces both accounting
and managenent functions. Planning contributes to effective
managenent control in that variations are revealed and attention
can be focused on areas which require i medi ate corrective
action. It is recommended that a general financial plan be
prepared for each fiscal year (1 Oct - 30 Sep) to ensure that
anticipated income is utilized with maxi nrumefficiency in
providing a well-rounded recreation programand in neeting

equi pnment requirenents. Recommendations for proposed

expendi tures should emanate from and be reviewed by, the | ocal
recreation council and commttee or board. The conpleted
financial plan should be approved by the Fund Adm ni strator.

9. Accounting Principles. The accounting for afloat recreation
funds will be acconplished using the guidelines set forth in
reference (b). Ships’ recreation funds use a uniform cash basis
of accounting where only those transactions involving cash are
recorded in the books of account. These procedures represent a
single entry cash basis system of accounting and prescribe
statenents and reports which will reflect the financial condition
of the Fund.

10. Checking and Savi ng Accounts. Reference (b) addresses
checki ng and savings accounts in detail. The primary purpose of
establishing a checking account is to deposit cash and nake

di sbursenents by check. The printing on the checks should read
"USS (nanme of ship) Recreation Fund." The primary purpose in
establishing a savings account is to earn interest on funds in
excess of those needed for short-termrequirenents. Accounts may

Encl osure (2)



BUPERSI NST 1710. 16
be opened with either banks or credit unions; very |arge deposits
may be kept with the BUPERS 65 Centralized Banking System Large
ships with an average bal ance exceedi ng $50,000 in their
recreation fund will participate in the BUPERS 65 Centralized
Banki ng System

11. Federal Deposit |nsurance Corporation/Federal Savings and
Loan I nsurance Corporation Coverage. Governnent regul ations
stipulate that all nonappropriated fund i nvestnents and cash
deposits must be insured by the Federal Savings and Loan

| nsurance Corporation (FSLIC), by the Federal Deposit |nsurance
Corporation (FDIC), or backed by the U S. Governnent. Funds are
insured by FSLIC and FDIC only up to $100, 000.00 in any one
institution for any one Recreation Fund. Per appendi x (b) of
reference (b), ships are required to follow the rules relative to
the protection of bank deposits, avoiding funds exceeding

$100, 000.00 in any one financial institution. Activities shal
submt sem -annual reports to the Conptroller of the Navy
concerni ng uni nsured deposits or deposits which exceed the limt
specified in Appendix B of reference (b).

12. Successor in Interest. Depositories nust be notified in
witing that the Bureau of Naval Personnel is designated as the
successor in interest to a ship’'s recreation fund and a copy of
the letter shall be forwarded to BUPERS (Pers-65). A letter
containing the following information will suffice:

"This letter is to informthe First National Bank of
Ri ngsted, lowa, that the Bureau of Naval Personnel (Pers-652),
Washi ngton D.C. 20370-6500, is the Successor in Interest to the
Recreation Fund of USS Ringsted (CG98)."

13. Petty Cash Fund. Purchases using ship's recreation funds
are normally made with purchase orders and paid by check. Petty
cash funds provide an expedi ent nethod of meking small cash

pur chases or purchases in situations where the use of a purchase
order and check are inpractical. Recreation funds are not
required to establish petty cash accounts. Chapters five and

ei ght of reference (b) provide detailed procedures in the

adm ni stration and use of petty cash.

14. Change Fund. Change funds may be nai ntai ned and
adm ni stered per chapters five and eight of reference (b).

Change funds will be maintained in m ninumanounts, consi stent
with the needs of the recreation fund. The purpose of the fund
I's for making change and it should not be used to make refunds or
cash checks.

15. Cash Receipts. Cash receipts require the fullest possible
measure of control. Cash receipts of an entity relate to the
recei pt of currency, coins, checks, bank drafts and noney orders.
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16. Daily Activity Records. NAVCOWT Form 2211, Daily Activity
Records (DAR), is a docunent used to record daily financial
operations of a nonappropriated fund instrunentality. DAR s wl|
be used for each business day.

17. Cash Registers. Cash registers will be used if avail able
and feasi ble and each transaction will be rung up in view of the
custoner. Soneone other than the cashier nust be assigned to
record regi ster readings. The tape should be renpoved fromthe
regi ster and attached to the daily activity record. Chapter five
of reference (b) addresses procedures for the use of cash

regi ster.

18. Cash Boxes and Sal es Tickets. Where cash registers are not
avail abl e, the cashier should be furnished a cash drawer or netal
box. Sal es nust be recorded on prenunbered sales tickets. The

original copy of the sales tickets wll be attached to the daily
activity record as support.

19. Cash Deposits. Wen cash receipts exceed $100, they will be
deposited in the recreation fund' s bank or credit union. 1In

I nstances where the |ocation of the depository precludes nmaking
deposits, a governnment check will be obtained fromthe command’ s
di sbursing officer or arrangenents made to purchase noney orders
fromthe ship’s post office. Copies of deposit slips should be
retai ned and attached to the recreation fund' s bank statenent and
Recei pt and Expendi ture Record.

20. Storage of Cash. Cash on hand will be kept in | ocked
receptacl es and cash recei pts nmust be physically segregated from
petty cash and change funds. Cassified material or personal
property will not be kept in safes with cash. Cash receipts are
for deposit only and will not be used for any other transaction.

21. Custody of Cash Funds. Persons entrusted with cash wl|
obtain signed receipts for funds turned over to other persons.
Cust odi ans of cash will be furnished with | ocked receptacles for
the safe keeping of the funds and they will be the only persons
wi th access to such funds.

22. Financial Records

a. A Receipt and Expenditure Record is a locally generated
docunent used to record all cash or checks received (receipts)
and to record all paynents/disbursenents (expenditures). The
entries recorded on the Recei pt and Expenditure Record are
summari zed each nonth on the Statenent of Operations and Net
Wrth. Chapter eight of reference (b) addresses the Receipt and
Expendi ture Record.
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b. The Statenent of Operations and Net Worth is a locally
generated docunent used to provide a recapitulation of receipts
and expenditures for a particular nonth. This docunent serves
primarily as a tool for preparing the annual financial statenent
requi red by the CHNAVPERS per reference (h). Chapter eight of
reference (b) addresses the Statenent of Operations and Net
Wrth. Furthernore, it can be used as a nonthly report for the
Fund Adm ni strator.

23. Financial Reports

a. Financial Statenment. Recreation Fund Fi nanci al
Statements will be prepared and submtted annually (on or about
15 October) or upon disestablishment of the recreation fund, as
prescribed in reference (h).

b. Pronpt Paynent Act. Federal agencies are required to
make interest paynents to contractors for |ate paynent of a
deal er’s proper invoice. Echelon Il conmanders and ot her
el enments in the chain of command may require conmands to report
Interest paid in the case of overdue bills.

c. Statement of Bank Bal ances. Activities shall submt
sem -annual reports to the Conptroller of the Navy concerning
uni nsured deposits or deposits which exceed the imt specified
i n Appendi x B of reference (b).

24. Disposition of Records. Financial records and general
correspondence files will be retained for a period of 3 years.
Ref erence (i) provides specific guidance for the storage and
di sposition of all records.

25. Audits. The primary responsibility for the audit and/or
review of afloat recreation fund activities rests with the Fund
Adm nistrator. Audits of the recreation fund will be conducted
as prescribed bel ow and should utilize Audits of Shipboard
Recreati on Fund Accounts, Appendix C to Enclosure (2).

a. Audit Boards

(1) The board shall consist of three or nore qualified
personnel who have had sufficient previous experience or training
I n accounting, auditing, and financial admnistration. At |east
one enlisted person shall be appointed to the board if qualified
as outlined above.

(2) Audit board nenbers shall be required to exercise at
| east as nuch conscientious effort in performng audit duties as
they do in performng normal duties. The quality of performance
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shall be noted in fitness reports and performance eval uati ons.

(3) The board shall audit all nonappropriated recreation
funds at the activity. Each nenber shall be assigned continuing
responsibility for auditing or verifying the adequacy of internal
controls for specific functional areas i.e., cash funds and
recei pts, sales, accounts receivable, bank account
reconciliations, procurenment, receiving, cash disbursenents,
accounts payable, resale inventory, and fixed assets and payroll.

Appendi x C to Enclosure (2), provides audit prograns and
Internal control questionnaires for use in auditing these
functional areas.

b. Audit Requirenents

(1) Frequency. Each Fund shall be audited sem annually
on 30 Septenber and 31 March, upon relief of the Fund Custodi an,
or upon disestablishnment of the fund.

(2) Scope. As a mninmum all applicable steps in
Appendi x C to Enclosure (2) should be covered as well as
procedures prescribed here.

(3) Docunentation. Audits shall be docunented by the
audit working papers and other records required to fully explain
the audit findings and recommendati ons. Working papers shall be
retained in local files for 3 years for inspection by higher
aut hority.

(4) Inventories. Al nonexpendabl e and expendabl e
property over $300 in unit cost shall be inventoried in
conjunction with each audit and the results reconciled with
property and equi pnent inventories and stock record cards.

I nventories of both expendabl e and nonexpendabl e property shal
be made upon the relief of the Fund Custodi an. Cui dance provided
I n paragraphs 570 to 574 of reference (b) should be used.

(5) Cash Verification. Cash funds shall be verified at
| east once each quarter by a surprise cash count, usually
conducted by a nenber of the audit board or other inpartial
person. Cash funds shall also be verified in conjunction with
each audit. The bank statenent, checkbook register, and nonthly
Recei pt and Expenditure Record shall be reconciled nonthly or
upon recei pt of bank statenments by a nmenber of the audit board,
recreation council, or accounting staff. All three docunents
wi |l be signed and dated for verification.

(6) Certification. |If the auditors consider the finan-
cial condition satisfactory and the operations of the fund foll ow
exi sting regulations, they shall sign and attach, to the working
papers, a certificate of audit as set forth bel ow
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"The audit of the accounts and records of the fund
represented by the attached indicate that these working papers
reflect the financial condition of the fund at the end of (date)
and the sunmmary of operations for the period indicated. From our
exam nation, we believe that the fiscal affairs of the fund were
conducted follow ng instructions, orders, and regul ations of the
Department of the Navy and that the financial condition of the
fund is satisfactory.”

c. Local Audit Reports

(1) Audit reports, supported by adequate working
papers, shall be presented sinultaneously to the Fund
Adm ni strator and the Fund Custodian in witing within 10 days
after conpletion of each audit, or section of an audit.

(2) Wthin 10 days after receipt of the audit report,
t he Fund Custodian shall notify the Fund Administrator in witing
of actions to be taken to correct deficiencies and nake
I nprovenents recommended in the report. Responses should state
ei ther concurrence or nonconcurrence with each recommendati on,
corrective actions taken or planned, and realistic target
conpl etion dates for such actions. Unresolved issues will either
be deleted fromthe report, or referred to the next |evel of
command for review and resol ution.

(3) The Fund Adm ni strator shall provide a copy of al
directed actions to the audit board for follow up information.
The head of the audit board, or senior auditor assigned to the
audit, is responsible for conparing the nmanagenent’ s responses
with the intent of the recomendati on and advi sing the Fund
Adm ni strator of his review conments as to whether or not the
responses are satisfactory, and what additional information is
needed, if appropriate.

26. Command | nspections. Reference (c) provides guidelines for

t he Naval Command | nspection Program Fleet Commanders, Type
Commanders, and I mmedi ate Superiors in the Chain of Command issue
specific inspection criteria for command inspections. Appendix A
to Enclosure (1) is a broad guideline that can be used to prepare
for subject inspections.
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DI SESTABLI SHVENT OF RECREATI ON FUNDS

1. Ceneral. Wen a ship or subrmarine disestablishes its
recreation fund, it shall be acconplished according to the policy
and procedures outlined in this section. The Fund Adm ni strator
IS responsible for ensuring an orderly and proper

di sest abl i shnment process.

2. Policy and Steps in Liquidation. Assets supporting
nonappropriated fund activities shall be used judiciously so that
t hese resources are available for future use in support of Navy-
w de recreation requirements. Wasteful expenditures designed to
reduce funds and ot her assets to a zero bal ance prior to

di sestabl i shnent are prohibited. Conmmand authorities shall avoid
extravagant expenditures and dissipation of assets of
nonappropriated fund activities being disestablished, and shal
ensure proper redistribution of equi pment. The foll ow ng
procedures are intended to prevent the occurrence of clains and
adj ust nents subsequent to disestablishnent of nonappropriated
fund activities. These procedures are applicable to type
commander s and commandi ng officers of afloat forces.

3. Actions Required by Ships

a. Custody of furniture, furnishings, and equi pnent
purchased with appropriated funds shall be returned to the supply
depart nent.

b. The commanding officer will appoint a board of not |ess
than three officers to inventory all recreation property
pur chased wi th nonappropriated funds. This board will identify
all material deemed unfit for redistribution.

c. Unserviceable material shall be disposed of as set forth
in this basic instruction. The board will also |ist recreation
material suitable for redistribution and shall indicate the
quantity, description, and condition of all such itens.

d. The inventory of material for redistribution shall be
forwarded to the cognizant authority with a copy to BUPERS (Pers-
651) .

e. Wth the exception of recreation and rental autonotive
vehi cl es, the cognizant authority shall effect redistribution
within his area or to other commands, as feasible.

f. Redistribution of recreation autonotive vehicles shal
be effected by the fleet commander. Any material which cannot be
redistributed in this manner will be reported to Pers-65 for

Appendi x A to
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di sposal instructions.

g. Al purchase orders will be adjudicated in a tinely
manner. No outstandi ng purchase orders will be redirected to
ot her activities.

h. Survey all unsal abl e resal e nerchandi se on hand and
report nerchandise to the type conmander. Redistribute al
unsol d nerchandi se in salable condition to other activities, as
directed by the type conmander.

i. Contact all creditors to ensure that there are no
outstanding liabilities. |If obligations cannot be |iquidated
bef ore di sestablishnent, creditors should be instructed to
forward clainms to BUPERS (Pers-652) for paynent.

j. Draft checks or obtain postal noney orders for remaining
recreation funds payable to the CHNAVPERS and revert such funds
to BUPERS (Pers-652). Residual recreation funds wll not be
transferred to another ship or station.

k. Instruct the financial institution holding the ship's
recreation funds on deposit to forward the final checking
statenment and any bank bal ance (nade payable to Bureau of Naval
Personnel ) remaining 6 nonths after disestablishnment of the Fund
t o BUPERS (Pers-652).

|. Prepare a letter to BUPERS (Pers-65), with a copy to the
appropriate type commander, which shall include:

(1) A statenent that all procedures |isted above have
been taken and if there are outstanding obligations or clains
agai nst the fund. For all outstanding obligations or clains,

i ndicate the name(s) of creditor(s), amount of claim and reason
for which the claimcannot be |iquidated prior to
di sestabl i shnent .

(2) State location of Federal Records Center where
recreation fund records are stored.

(3) Submt the follow ng encl osures:

(a) Audited copy of the final NAVPERS 7010/ 2,
Recreati on Fund Fi nanci al St at enent.

(b) Check or Postal Mney Order payable to Bureau
of Naval Personnel for the remaining recreation funds, after the
bal ance has been recorded to satisfy outstandi ng checks.

Appendi x A to
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(c) Copy of the letter required by paragraph Kk,
above.

(d) dose out all purchase orders.

4. Type Commanders. Type Commander will ensure that ships
comply with paragraph 1.

5. Storage of Records. The recreation fund financial records
and rel ated correspondence shall be forwarded to the nearest
Federal Records Center per reference (i).

Appendi x A to
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FUND RAI SI NG GUI DELI NES

1. Fund Raising. Recreation activities may conduct occasi onal
fund raising events for specific recreation prograns such as
youth activities.

2. Background. The two instructions governing fund raising are:
(1) SECNAVI NST 5370.2J, Standards of Conduct and Gover nnent

Et hics, Chapter VIII, and (2) SECNAVI NST 5720. 44A, Departnment of

the Navy Public Affairs Policy and Regul ations .

3. Policy

a. The Standards of Conduct and Governnent Ethics prohibits
raffles, lotteries, and other forns of ganbling on governnent-
owned, | eased or controlled property, or otherw se while on duty
for the governnment. Ganbling activities include lotteries or
polls, and ganes of chance for noney or property. Any exceptions
must be approved by the Secretary of the Navy. Such an exception
I's granted for SECNAVNOTE 5340, Navy Relief.

b. On the job solicitation is the only approved nethod for
t he Conbi ned Federal Canpaign (CFC)

c. Oficial support of fund raising canpaigns solely for the
benefit of U S. teans conpeting in the Aynpic or Pan Anmerican
Ganes may be authorized by installation commanders.

d. The heads of overseas offices and installations may, at
their discretion, permt their mlitary and civilian personnel to
solicit each other on behalf of |ocal voluntary agencies at tines
whi ch do not conflict with the CFC or Navy Relief drives.

e. Commanding O ficers may authorize official support of
fund raising prograns that:

(1) are purely local in nature;
(2) are of community-wi de interest and benefit;

(3) have the support or endorsenent of |ocal, united,
federated, or joint canpaign officials; and

(4) are authorized by the Chief of Information or the
Director of Public Affairs; or

(5) warrant, in the commandi ng officer’s judgnent,
support as part of the responsible role of the command in the
| ocal community. This exceptionis limted to support of purely
| ocal prograns such as, volunteer fire departnments, rescue units,
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or youth activity fund drives.

f. Fund Rai sing by Nonappropriated Fund Instrunentalities:

(1) Commandi ng officers nmay authorize support of fund
rai sing events for specific recreational prograns, but any
solicitations so authorized nust not conflict with the CFC or
Navy Relief canpaigns, may not be conducted on the job, and may
not be perfornmed as an official duty.

(2) Public Affairs Regul ations stipulate that Navy
personnel may participate (as private citizens during their off-
duty hours) in fund raising activities which are not recogni zed
for on-the-job solicitation with the Federal Service. They may
not, however, participate in their official mlitary capacity
either during duty or non-duty hours.

4.  Summary

a. Wen planning fund raising events insure that: (1)
solicitations are not on-the-job, (2) mlitary are not involved
as part of their official duty, (3) events do not conflict with
the CFC or Navy Relief Fund Drives, and (4) fund raising
activities are not forns of ganbling.

b. The above does not preclude tenant activities from
conducti ng occasional fund raising events provided they are
conducted in accordance with the above gui delines and funds
generated are deposited in the base MAR Fund for credit to the
generating unit.

Appendi x B to
Encl osure (2)



BUPERSI NST 1710. 16
AUDI T AND REVI EW OF SHI PBOARD RECREATI ON FUND ACCOUNTS

SECTI ON A: | NTRODUCTI ON

1. Purpose. The purpose of this programis to provi de gui dance
to internal auditors in the performance of audits and/or reviews
of shipboard recreation funds. This audit program can al so be
useful to Navy and Marine Corps commuands in performng their

I nternal control reviews, including vulnerability (risk)
assessnents and managenent control reviews.

2. Background

a. Shipboard recreation funds are governnent funds,
generated from sources other than those appropriated by Congress,
whi ch are used to support afloat recreation prograns. These
funds are subject to all laws, rules, and regul ati ons established
for the control of such funds and will not be donated to any
I ndividual, firm or organization (charitable or otherw se),
except for the welfare and recreation of enbarked personnel and
t heir dependents.

b. Policy pertaining to financial support furnished to
recreation funds afloat will be found in this instruction and
reference (f).

c. This audit programis designed to aid nmanagers and
internal auditors in identifying areas where internal controls
are weak or missing, particularly those areas highly susceptible
to fraud, waste, abuse, and m smanagenent.

3. Scope. This audit and review programapplies to all afl oat
units functioning with a recreation fund.

4. General Instructions

a. The audit and/or review should be conducted foll ow ng
general ly accepted governnent auditing standards and permt an
I nformed opinion on the nonappropriated fund activity' s financial
statenents and operati ons.

b. The follow ng sections of this program provi de background
data, exanples of potential problens, audit objectives, and audit
steps for the various phases of exam nation or review. These
audit steps are not intended to cover all areas in which work may
be required nor the extent of verification. Audit personnel are
not limted by this program and are encouraged to investigate
addi ti onal aspects of nonappropriated fund adm ni stration and
oper ati ons.
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c. It is neither necessary nor desirable that audit tests be
made on 100 percent of the avail able data. Because the depth of
the audit or review depends on size and conplexity of the
operation, the nature of the Fund, the condition of the records,
the effectiveness of internal controls, and other factors, it is
not possible to suggest a specific percentage of tests. However,
tests should be made of such magnitude that the reviewer can nake
a reasonabl e determnation as to the effectiveness of the
operation under review.

d. The audit steps in this programcan apply to either a
| arge or smal| operation.

e. Accounting procedures applicable to all nonappropriated
fund activities wthin the Departnent of the Navy will be
according to reference (b).

f. This program should be used on all audits and reviews of
shi pboard Recreati on Funds conducted by shi pboard recreation
audit boards, and others as assigned.

g. |If a particular step is not applicable or appropriate in
the judgenent of the auditor or reviewer, this information should
be annotated next to the audit step or be cross-referenced to the
wor k paper that adequately supports om ssion of the step. Al
audit steps should be cross-referenced to any work papers
devel oped in support of audit steps.

SECTI ON B:  GENERAL

1. Background. The adm nistration, supervision, and operation
of recreation services prograns supporting all enbarked personnel
Is the ultimate responsibility of the ship’s conmandi ng officer.
The conmmandi ng officer of each ship is designated as the
Recreati on Fund Adm ni strator and shall establish and execute an
adequate recreation services programwhich is consistent with
avail abl e resources within the command. The instructions
referenced within this program provide basic policy and
guidelines for effective adm nistration of recreation prograns
afloat. Auditors and reviewers will find that specific
procedures and controls have al so been issued in the form of
| ocal instructions.

2. bjectives. The objectives of this section are:
a. To obtain background information useful in planning and
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conducting the audit or review.

b. To determine if required letters of designation and
aut hori zation are avail able and current.

3. Audit Steps

a. Background information. Review all reports of audits,
exam nati ons, inspections, and surveys by the audit board, type
commander, and other activities for the previous six nonths.
Determ ne trends, problens, and corrective actions proposed, and
apprai se the adequacy of the actions taken. Note any significant
open or unresolved itens. (Does it appear the problemw || be
resol ved?) Wen reporting a continuing deficiency in the current
report, reference may be made to the other reports.

b. Policy. Obtain and review this instruction and
references (a), (b) and (h) and verify that they are avail able
for the use for the Recreation Services Oficer and the
Recreati on Fund Cust odi an.

c. Authorization. btain and reviewthe followng letters
of appointnent and verify that these docunents are on file and
signed by the commandi ng of ficer:

(1) Recreation Services Oficer. The officer nust be a
comm ssi oned officer or qualified chief petty officer, and cannot
be a nenber of the Chaplains’ Corps. The letter should state the
duties of the position and other pertinent information that wll
assi st the appointee in the performance of their duties.

(2) Recreation Fund Custodian. This appoi ntment cannot
be made to a nenber of the Chaplains’ Corps or to an officer
assigned duties involving the disbursenent of public funds. Any
other qualified officer or chief petty officer may be appointed.

The letter should state the duties of the position and ot her
pertinent information that will assist the appointee in the
performance of their duties.

(3) Recreation Council. The council wll include at
| east three conm ssioned officers, if available, one of whom
shall be the Ship's Store Oficer. |If qualified officers are not

avai l abl e, Chief petty officers nmay be appoi nt ed.

(4) Recreation Commttee. The Recreation Conmttee
wi Il be conprised of at |east three enlisted nenbers. Efforts
shoul d be nade to ensure that all interests, including mnority

Appendix Cto
Encl osure (2)



_ _ BUPERSI NST 1710. 16
and ethnic groups, are represented on this commttee.

(5) Recreation Board. |If applicable to the command,
the board should be representative of the crew

(6) Audit Board. The Audit Board will be conprised of
three or nore qualified persons, at |east one of whom should be
enlisted.

(7) Check signing authority.
(8) Receiving agent(s).
(9) Change fund custodian, if applicable.
(10) Petty cash funds custodian, if applicable.
SECTION C. CASH
1. Background

a. Cash. Cash is the asset nobst susceptible to theft,
m sappropriation, diversion and other irregularities. This is
especially true of recreation funds in which the principal incone
consi sts of cash receipts from anusenent or vendi ng nmachi nes, and
rental of recreation equipnent. The establishnment of effective
i nternal controls over cash is conplicated at nmany
nonappropriated fund activities because of the |ack of a
sufficient nunber of qualified personnel for a proper separation
of duties. Special care should be exercised when review ng cash
to ensure that all cash receipts of the fund are properly
accounted for. The handling, accountability, safeguarding, and
di sposition of cash nmust be thoroughly reviewed for confornmance
to procedures prescribed in references (a), (b) and this
I nstructi on.

b. Checking and Savings. |f desired by the conmandi ng
of ficer, and approved in witing, ships nmay establish a bank
account for savings. A checking account will be established for
daily operations. Authorization for establishnment of
bank accounts should be verified. The checking account is
est abli shed by the command and used for depositing receipts,
obt ai ni ng change, and paying bills. The only withdrawals from
these accounts will be nmade by the Recreati on Fund Custodi an.
Bank statenents are received by the Recreation Council/Board for
reconciliation. The reconciliation should be performed by one
who does not wite recreation fund checks and is independent of
cash recording functions. Cash receipts nust be deposited in the
checki ng account, in a tinely manner. Excess funds (i.e., those
funds in excess of short termrequirenents) are to be deposited
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Into the savings account. All accounts will be insured by the
FSLI C or FDI C

c. Cash Account. Reference (b) and this instruction
prescribe the records to be used in recording cash transactions.

2. Examples of Potential Problens
a. Cash receipts were not deposited daily.
b. Petty cash paynents were inproper
c. Shortages were found in change and petty cash funds.
d. Funds were not kept in approved security containers.

e. Safe conbinations were not changed every six nonths or
upon the relief of the custodi an.

f. Dial shields were not provided for all safes.

g. More than one individual had access to a safe used to
store cash funds.

h. Personal funds were used as change funds.
I. Petty cash funds and change funds were comm ngl ed.

] . Prenunbered cash recei pt vouchers and sales tickets were
not used.

k. Letters of authorization for change funds were not
prepared or were outdated.

|. Petty cash di sbursenents were not supported by receipt
docunent s.

m  Unaut hori zed cash overages and shortages were not
I nvesti gat ed.

n. Change and petty cash fund anounts were excessive.

0. Separation of duties between persons requesting,
pur chasi ng, receiving, and authorizing paynents for goods and
services was not nmaintai ned.
3. (bjectives

a. To determine the accuracy of fund shortages and overages
and identify the anount of all cash and cash itens on hand.
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b. To determine if change funds and petty cash funds are
correctly recorded on financial statements and accounting
records, properly safeguarded, and adequately controll ed.

c. To determine if cash in bank is correctly recorded on
financial statenents, accounting records, and is adequately
controll ed.

d. To determine if all cash receipts are correctly posted
i n the accounting records, properly safeguarded, deposited intact
I n the appropriate bank accounts, and adequately controll ed.

e. To determ ne whether internal controls over cash
di sbursenent are effective and that cash di sbursenents are
accurately recorded in the accounting records.

4. Audit Steps

a. Cash Count. It is essential that the verification of
cash start with the auditor establishing physical control over
all cash and cash itens on hand (change funds, petty cash funds,
and cash receipts). Cash counts nust be made in the presence of
custodi an (or the individual accountable for the funds).
Schedul e A can be used to record cash count results. |Inmrediately
upon conpl etion of the cash count, obtain the signature of the
cust odi an acknow edging the return of all cash and cash itens on
t he cash count sheet. Al checks found in any fund nust either
be imedi ately deposited in the appropriate bank account under
t he supervision of the auditor or be listed by the auditor for
| ater verification that they were not returned by the bank. The
bank shoul d be given a letter requesting that the auditor be
notified of any returned checks. These steps are necessary to
establish the validity of checks in the possession of fund
cust odi ans and cashi ers.

(1) Count all cash and cash itens and record on the
cash count sheet (Schedule A). List all checks recording the
drawer, check date, anount, and bank transit nunber. List al
petty cash vouchers recording the name of person requesting
rei mbur senent, voucher serial nunber, voucher date, anount,
pur pose, and nanme of official approving the disbursenent.

(2) Reconcile currency, checks, and vouchers to the
recei pt and expenditure record, and receipt vouchers. |If the
audit takes place after the accounting period closing date (end
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of nmonth), reconcile cash count to the account bal ance as of the
cl osing date.

(3) Record the details and causes for all shortage and
over age di screpanci es.

b. Change Funds and Petty Cash Funds. Change funds are
cash funds issued to cashiers for making change. Petty cash
funds are cash funds used for small m scell aneous di sbursenents
(purchases, refunds, etc.). The cash maintained in petty cash
funds shoul d not exceed $150.

(1) Obtain the witten authorization for each fund and
ensure that the anmobunt of each fund does not exceed the anount
aut hori zed and that the individual responsible for each fund is
speci fied by nane.

(2) Qbserve the storage |ocations of cash funds and
ascertain whether they are kept in approved safes or | ocking
security containers.

(3) Ask custodians of cash funds if they are provided
their owm safe or a |ocked conpartnment within a safe.

(4) Ask each custodian of cash funds if he or she is
the only individual with access to the safe or security
cont ai ner.

(5) Review work orders or other simlar docunents and
ask cash fund custodians to determne if safe conbinations are
changed upon the relief of the custodian or at |east every six
nont hs.

(6) Qbserve the dials of safes used to store cash funds
to see if they are protected by dial shields to preclude others
from observi ng conbi nati ons when safes are bei ng opened.

(7) Qobtain copies of surprise counts nmade by the audit
board and recreation fund custodi ans of cash funds to determ ne
that they are nmade not | ess frequently than once each quarter.

(8) Conpare the anmounts in each cash fund (sales,
di sbursenents, check cashing) to determne if anobunts are the
m ni mum r equi r ed.

(9) Qbserve contents of cash fund custodians’ safes to
ensure that personal funds, securities, and classified materi al
are not stored in their safes.
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(10) If funds have been transferred between cashiers,
ensure that the transfer is docunented with a signed cash
receipt.

(11) Verify that the petty cash fund is the responsibility
of only one individual by asking the Recreation Fund Custodi an
and petty cash fund custodi an.

(12) For a test nonth, obtain and exam ne petty cash fund
vouchers to determine that the use of this fund is limted to
smal | purchases not exceeding $150 for any one transaction which
coul d not be paid by check.

(13) Examine the petty cash fund vouchers to determ ne
that they are prenunbered, prepared in ink or indelible pencil,
signed by the payee, and approved by a responsible official.

(14) Exam ne petty cash fund vouchers and supporting
docunents to determne that they are marked or stanped "Paid" to
precl ude reuse.

(15) Examine the petty cash fund storage container for
checks and 10Us to ensure that cashing of personal checks or
maki ng loans fromthis fund is not occurring.

(16) Exam ne cancell ed petty cash fund rei nbursenent
checks to ensure that they were nmade out to the order of the
petty cash fund custodi an and that reinbursenents are nmade as
needed and at the end of each nonth.

(17) Ascertain that individuals responsible for
bookkeepi ng and col l ections are separated fromthe functions of
the petty cash fund cust odi an.

(18) Examine the contents of the petty cash fund storage
container to ensure that no other funds, particularly cash
receipts, are mxed with the petty cash fund.

(19) Record and docunent all instances where violations
were found while acconplishing audit steps 4b(1) through 4b(18)
and appropriately investigate violations.

c. Cash i n Bank

(1) Fund bal ance confirmation and reconciliation.
Confirmation procedures involve the conparison of the Recreation
Fund checkbook bal ance wi th an i ndependentl|y obtai ned bank
bal ance on a given date, and a reconciliation of any difference.

To confirm bank account fund bal ances, a conparison nust be nade
bet ween the Recreation Fund Recei pt and Expenditure record
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bal ance and the bal ance shown on the bank statenent sent to the
Audi t Board.

(a) Request the following as of the audit cutoff
date: the record of receipt and expenditure for the recreation
fund activity under review, paid checks through the cutoff date;
bank statenent reconciliation package; and listing of authorized
check signers for the activity account.

(b) Conpare the recreation fund record of receipts
and expendi tures bal ances with the bank bal ance shown on the
banki ng statenent by perform ng a bank statenent reconciliation.

Determne if a material difference in deposit transactions
during the audit period affected the actual endi ng bal ance.

(c) If the records of receipt and expenditure and
t he bank statenment of account do not agree, reconcile the
difference. |If they cannot be reconcil ed, docunent the reason
for the variance. Once reconciled, review the bank statenent
reconciliation to determne if it showed a material difference in
deposit transactions during the audit period which affected the
actual endi ng bal ance.

(2) Savings Bank Accounts. In reconciling this
account, the auditor will have the Fund Custodi an obtain the bank
statenents and deposit slips fromthe appropriate Recreation
Counci | / Board nenber.

(a) Confirmall cash on deposit by correspondence
with the depositories involved. Personally mail all confirmation
|l etters and encl ose return envel opes bearing the auditor’s office
address to ensure requested data is returned directly to the
auditor. The confirmations should not be received through the
installation mail room An inportant el enment of the confirmation
letter is the request for disclosure of all accounts and
I ndebt edness of the nonappropriated fund activity.

(b) Reconcile the bank deposits with the bank book
as of the end of the audit period.

(c) Cash Receipts. Cash receipts are susceptible
to theft, diversion, or m sappropriation, either before or after
t hey have been recorded. Therefore, the auditor should pay
special attention to control over unrecorded cash receipts and
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assure hinmself or herself that all cash receipts have been
recorded and pronptly deposited in the bank accounts of the
Recreati on Fund.

1. The use of sequentially nunbered sales
tickets and cash recei pt vouchers is a cash control where cash
regi ster use is not practical. Procedures should provide for an
I ndependent verification of the anount of cash collected each day
by the cashier. To acconplish this, the sales tickets and
recei pt vouchers should be prepared in duplicate and triplicate,
one set of which should be accunmul ated separately. Al tickets
or vouchers should be accounted for, totaled, and conpared with
cash recei pts by soneone other than the cashier. Also, al
serial nunmbers (used and unused) should be accounted for daily to
ensure that funds are not diverted by use of unrecorded sales
tickets or cash receipt vouchers. The follow ng visua
observati ons and peri odi c exam nations should be nade to
determ ne whether required control procedures are consistently
fol | oned.

a. Interview cashiers, observe cash
recei pt procedures, and exam ne the record of receipts to
determ ne that cash recei pt vouchers are used to record and
control receipt of cash

b. Exam ne sales ticket and cash
recei pt voucher books to determne if tickets and vouchers are
prenunbered sequentially.

c. Interview cashiers and the Fund
Custodi an and review the procedures for issuing sales tickets and
cash recei pt vouchers to determ ne whether the ticket and voucher
books are kept and accounted for by an enpl oyee other than the
cashi er.

d. Investigate any violations noted
while performng audit steps 4d(1)(a) through 4d(1)(c).

2. The auditor should determ ne whether the
cash recei pts recorded on the original docunents (sales tickets,
cash regi ster tapes, etc.) were deposited daily in the
appropriate bank account. Nonappropriated fund activity
directives require that cash receipts be recorded on a nunber of
forms and records, all of which are reconcilable. These forns
and records include the sales tickets, cash recei pt vouchers,
deposit slips, and the record of cash recei pts and expenditures.

If these records are
reconcil ed periodically by fund activity personnel, enbezzl enents
of recorded cash can not be conceal ed unl ess these records are
altered. For exanple, alteration of a deposit slip and diversion
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of cash to be deposited in the bank would normally be discovered
unl ess the anount shown on the record of receipt and expenditure
was reduced in a |ike amunt. Further, if soneone altered the
record of receipt and expenditure, it would not agree with the
cash receipts unless the receipts were altered in a |ike anmount.

Consequently, there should be a division of duties between
recreation fund personnel so that undetected enbezzl enent can be
carried out only by the collusive activities of enployees.

a. Trace the accounting entries of the
record of receipt and expenditure to supporting records, such as
sal es slips and other source docunents, to see if they agree.

b. Review the record of receipt and
expenditure to determne that they are prepared in ink, conplete,
mat hematically correct and that corrections are nade by drawing a
single line through the error and witing the correct anount
I mmedi atel y above.

c. Determ ne whether cash overages and
shortages are properly recorded and show evi dence of supervisory
revi ew and approval .

d. Review records to ensure that
duplicate deposit slips are attached and properly validated by
t he bank.

e. Reviewthe record of receipts and
expenditures and deposit slips to determ ne whether cash receipts
are deposited daily; for weekend and holiday receipts determ ne
I f they are deposited on the first business day subsequent to the
weekend or holiday, any delays should be reported for
managenent’ s attention

f. Review deposit entries in the
checkbook and | ocal nenorandumrecords to determ ne that they
agree with the anmounts shown on the record of receipts and
expendi ture.

g. Exam ne checks to be deposited and
returned checks to determne if nanme, rank, social security
nunber, and organi zation nane are entered on the checks.

h. Revi ew checks not yet deposited to
ensure that they are endorsed "for deposit only."

. Examne the listing for cash
received in the mail and review procedures for receiving cash in
the mail to ensure that the cash is received and recorded by
sonmeone ot her than the cashier.
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. Exam ne checks returned by the bank
for insufficient funds to determne if they are foll owed-up on.

k. Record and investigate any
violations found as a result of performng audit steps 4d(2)(a)
t hrough 4d(2)(j).

3. The auditor should determne if the
Recreation Services Oficer and | ocal audit board are making
periodic surprise counts of petty cash, change funds, and
receipts. Interview the Recreation Services Oficer and obtain
copies of surprise counts of cash and cash itens to determ ne
that periodic surprise counts are nmade at | east once a quarter
Docunment and determ ne the causes for discrepancies.

d. Cash Disbursenents. The auditor’s prinmary objective in
the audit of cash disbursenents is to determ ne whether
di sbursenents have been nmade only for valid liabilities. The
extent of detailed verification required depends upon the
effectiveness of the internal controls.

(1) There should be a division of duties for recreation
fund personnel so that fraudul ent disbursenents can not be nade
wi t hout collusion. For exanple, the receiving function should be
entirely separate fromthe purchasing function to mnimze the
possibility of collusion between the vendor and the individual
who orders the merchandi se.

(a) Interview the Recreation Services Oficer,
Fund Cust odi an, purchasing agent, and receiving clerk to ensure
proper separation of duties exists to control a conplete
transacti on.

(b) Determ ne whether the enpl oyees responsible
for purchasing or signing requisitions have been designated in
witing by the appropriate official as required. Record and
I nvestigate the reasons for violations.

(2) The individual responsible for authorizing paynents
shoul d not prepare, sign, or mail checks. Individuals who sign
checks shoul d not perform any of the other check processing
functions. Al disbursenents, other than petty cash
transactions, should be made by prenunbered checks. Under no
ci rcunst ances shoul d checks be nmade payable to cash or bearer.
Such checks do not require endorsenent and hence there is no
evi dence as to who received the funds.
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(a) Interview the Recreation Services Oficer and
Fund Custodian to determ ne whether all disbursenents are nmade by
check except for m nor expenditures nade fromthe petty cash
fund.

(b) Exam ne bl ank check stock to ensure that al
checks are prenunbered and controlled properly. Al mssing
checks out of sequence should be accounted for.

(c) Exam ne cancell ed and bl ank checks to ensure
that all checks bear the nanme of the nonappropriated fund
activity.

(d) Exam ne cancel |l ed checks to ensure that al
checks are witten in permanent ink, preferably by a conmputer,
check writing machine, or typewiter

(e) Exam ne cancel |l ed checks to determ ne whet her
a check is voided and anot her issued when an error is nade in
witing the check.

(f) Exam ne bl ank checks and cancel |l ed checks to
ensure that checks are not signed in advance and not nade payabl e
to cash or bearer

(g) Review paid vouchers and docunents supporting
vouchers (purchase orders, receiving reports, and vendors’
I nvoices) to verify the validity of vouchers. Conpare the
voucher anmounts to supporting docunents, stanped with a
"Pai d/ Date" stanp, and annotated with the check nunbers.

(h) Interview the person responsible for mailing
or delivering checks and the person responsible for preparing
checks to determ ne whether there is a proper separation between
t hese two duti es.

(i) Interview the Fund Custodi an and exam ne
reconciliations to determ ne whether reconciliations between the
recei pt and expenditure record and the bal ance in the bank are
performed nonthly as required and any necessary accounting
adj ustnents are processed on a tinely basis.

(j) Oobtain copies of check signing authorizations
to ensure that individuals are so designated by the commandi ng
officer. Obtain docunentation to ensure that bank signature
cards for these individuals were forwarded to the bank.

(k) When the signature on checks is affixed
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mechani cally, interview the person designated to sign checks.
Qobserve the procedure to determ ne whether access to the
signature plate and signing equipnment is restricted to the
custody of, and used only in, the presence of the person
aut hori zed to sign the checks.

(') Review the signature plate control sheet to
verify that every turn of the check signing nmachine is accounted
for by a valid or voided check

Exam ne spoiled checks to determ ne that they
are not destroyed but are retained, marked "void", and nade
nonnegoti able by mutilating the signature area.

(n) Obtain cancelled checks and investigate those
made payable to a bank or ships personnel to determ ne whet her
the di sbursenment is valid. Conpare endorsenents on the checks
wi th the nane of payees and note any obvi ous di screpanci es.

(o) Qotain a listing of outstanding checks, age
t he outstandi ng checks, and investigate those that have been
outstanding for nore than thirty days to determine their validity
and whet her stop paynent orders should be filed.

(p) Record and investigate any violations found as
a result of performng audit steps 43(2)(a) through 4e(2)(o0).

SECTION D: PROCUREMENT
1. Background

a. The follow ng basic procurenent information has been
taken fromreference (j). In the event of discrepancies the
provisions of the reference will govern. Conpetitive
solicitations are not required for purchases of $2500 or |ess
where prices are considered to be reasonable. However, such
pur chases nust be distributed equally anong qualified suppliers.

Conpetition for purchases over $2500 shall be obtained. Sole
source requirenents nmust be acconpanied by a witten
justification which should be maintained on file for audit.

Pur chase descriptions should not be drafted in such a way as to
preclude or severely |limt conpetition. Exceptions to this are
requirenents for resale or replacenent parts.

b. The authority of a recreation fund contracting officer
may be limted by types of contractual docunents, and by doll ar
limtations. Action beyond the scope of del egated authority nust
be investigated for possible disciplinary action, and may result
in personal liability.
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c. Conmmanding officers are authorized to appoint any
qualified person as an ordering officer to place orders only
under existing contracts or upon other governnent sources of
supply, subject to limtations prescribed by the appointing
officer and reference (j). Records of such appointnments nust be
mai ntai ned on file.

d. An energency purchase is authorized only when the
I nterests of the nonappropriated fund activity demand that a
contractor be given a binding commtnent so that work or
performance can be commenced i medi ately, and the negotiation of
a definitive contract in sufficient tinme to neet the need is not
possi bl e. Enmergency purchase procedures are contained in
reference (j).

e. Each activity procuring with nonappropriated funds nust
mai ntain records of all transactions sufficient to constitute the
full history and to permt ready reconstruction of all stages of
the transaction. 1In the file should be the procurenent request,
the solicitation, a list of sources solicited, proposals
recei ved, approvals required, the contract, justification
statenments for sole source and award to other than the | ow
offerer, and a record of all contract adm nistration actions.

2. Exanples of Potential Problens
a. Prenunbered purchase orders were not used.

b. Purchase orders either were prepared after receipt of
mer chandi se or were not prepared at all.

c. Conpetitive bids were not solicited when required.

d. Purchases were made w thout proper authority.

e. Docunentation was not avail able to support purchases.

f. Governnent sources were not used to purchase
mer chandi se, supplies, and property when nore econom cal than
commer ci al sources.

g. Purchasing agents were not designated in witing.

h. Bl anket purchase agreenents, service contracts, or petty

cash nmet hods shoul d have been used (when possible) instead of
purchase orders, to reduce adm nistrative cost.
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. Contract files did not contain docunentation to show
that all required contracting actions were taken.

J]. Contracts did not contain the required contract cl auses
to adequately protect the Governnent’s interest, e.g.,
Exam nati on of Records and Term nati on.

3. Objective. To determ ne whether recreation fund procurenent
policies, procedures, and directives were adequate and foll owed
W th respect to issuing purchase orders and contracts for

mer chandi se, services, equipnent, and supplies.

4. Audit Steps. Reference (j), in addition to other directives,
provi des procurenent policies and procedures which apply to al
nonappropriated fund activities subject to the program nmanagenent
of the CHNAVPERS. It is the policy of the Departnment of the Navy
t hat procurenent using nonappropriated funds be acconplished
primarily through conpetitive negotiation, by trained procurenent
personnel, in a fair, equitable, and inpartial manner, and to the
best advantage of the fund. Formal advertising procedures may be
used, providing this nethod of procurenent can be docunented as
bei ng nore advantageous to the nonappropriated fund.

a. Confirmthat proper separation of duties is established
t hrough di scussion with the recreation fund custodi an and
bookkeepers and revi ew of conpl eted requisitions, purchase
orders, and contracts. Verify that the purchasing function was
separate fromthe paynent, receiving, and requisitioning
functions. Determne if the people responsible for purchasing
and signing requisitions are designated in witing by the
appropriate authority as required. Docunment and investigate the
causes for any violations noted.

b. Review purchase orders for the period under review and
bl ank stocks of purchase orders to determ ne that all purchases
(except small itens purchased fromthe petty cash fund) were nade
by nmeans of a purchase order or contract and all purchase orders
wer e consecutively prenunbered. Docunent and investigate any
vi ol ati ons not ed.

c. Interview the Fund Custodi an and revi ew procurenent
transactions to determ ne that the conmmandi ng officer has
established a three nenber contract review board. Verify that
the board reviewed (1) solicitations where estinmated val ue
exceeds $25,000, (2) award of contracts exceeding $10,000 to
other than the |l owest offeror, (3) sole source contracts
exceedi ng $10,000, (4) contract awards exceedi ng $25, 000, (5)
fixed price contracts with econom c price adjustnent provision,
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(6) all contract termnation actions, (7) nodifications
i ncreasing or decreasing a contract in excess of $5,000 and (8)
extensions of contract delivery schedules. Docunent and
determ ne the causes for any deficiencies noted.

d. Review purchase transactions and interviewthe
pur chasi ng agent to verify that governnent sources of supply such
as Navy supply systemor General Services Adm nistration (GSA)
were used for purchases, where applicable, rather than conmerci al
sources. Docunent and determ ne the causes for any discrepancies
not ed.

e. Review purchase transacti ons and exam ne vendor files to
determ ne that contracts were not nade between the recreation
fund and enpl oyees of the Governnent or businesses, which are
substantially owned or controlled by governnent enpl oyees.
Docunent and determ ne reasons for any di screpanci es not ed.

f. Review purchases in excess of $2500 to verify that they
were made only after conpetition was solicited. Review a sanple
of purchase transactions of like itens to insure that purchases
were not split to circunvent requirenents for soliciting
conpetition. Docunment and investigate any viol ations noted.

g. Review petty cash fund purchases to determ ne that each
pur chase was supported by a witten procurenment request show ng
(1) a petty cash fund purchase was nmade, (2) unit price and
extension, (3) vendor’s nane and address, and (4) antici pated
date of delivery or pickup. Docunment and determ ne the cause for
any di screpanci es not ed.

h. Revi ew purchase orders issued repeatedly to the sane
vendor to determne if a bl anket purchase agreenent woul d be nore
efficient. Docunent and investigate any deficiencies noted.

I . Exam ne purchase orders to determ ne that SF 26
(Appendi x N) or SF 33 (Appendix D) were used for purchases over
$25, 000. Docunent and investigate any viol ations noted.

] . Review purchase transactions to verify that purchases
were made F. O B. destination unless there were valid reasons to
the contrary. Docunent and determ ne the causes for any
di screpanci es not ed.

k. Review issued purchase orders to verify that they were
prepared properly to include: 1) item nanme and description, 2)
quantity, 3) price, 4) signature of contracting officer,

5) delivery date, and 6) terns of delivery. Docunent and
determ ne the causes for any deficiencies noted.
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|. Examne the letter appointing the purchasing agent to
confirmthat the duties of the purchasing agent are described in
witing by the commandi ng officer or his authorized
representative. Docunent and investigate any violations noted.

m Exam ne the bl anket purchase agreenent call log to
confirmthat oral calls were nunbered in sequence, approved by
persons authorized to place calls, and docunented w th bl anket
pur chase agreenent nunbers, call nunbers and date, quantity
ordered, and date of deliveries. Docunent and determ ne the
cause for any di screpanci es noted.

n. Through di scussion with the Fund Custodi an and
enpl oyees, verify that gratuities were not accepted froma vendor
as a ki ckback for purchasing. Docunent and investigate any
vi ol ati ons not ed.

0. Exam ne bl anket purchase agreenents to determ ne that
they were prepared as required. Docunent and determ ne the
causes for any deficiencies noted.

SECTI ON E:  NONEXPENDABLE AND EXPENDABLE PROPERTY

1. Background. Property purchased with recreation funds can be
cl assified as nonexpendabl e or expendabl e.

a. Nonexpendabl e property retains its original identity and
has a unit acquisition value of $1000 or nore and a life
expectancy of 1 year or nore. Exanples of nonexpendabl e property
(fixed assets) are: vehicles, furniture, fixtures, and
equi pnment. Stock records are maintained as subsidiary records to
the property and equi pnent inventory record. Only one item
shoul d be recorded on each stock record. At |east annually, the
Audi t Board nmust perform a physical inventory of fixed assets and
reconcile the total value recorded on the stock records to the
property and equi pnent inventory record.

b. Expendabl e property assets have a unit acquisition cost
of less than $1000 and a |ife expectancy of less than 1 year.
Control procedures for expendable property having a unit val ue of
$300 or nore have been established. These itens will be recorded
on a consol i dated stock record and each item should be affixed
Wi th a nunbered tag or identified by sone permanent nmeans. These
items wll not be reported on the financial statenent and are not
depr eci at ed.

c. Commands shoul d i npl enent adequat e saf eguards and
i nternal control procedures to prevent the |loss of pilferable
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itenms and expendabl e equi pnent with a value of |ess than $300.

2. Exanmples of Potential Problens

a. Physical inventories of fixed assets were not perforned
at required intervals and stock records were not reconciled to
the property and equi pnent inventory record and the account
bal ance.

b. Physical inventories of fixed assets were not
conprehensi ve and were not observed and tested and docunented by
name and position title of inpartial personnel.

c. Fixed assets on hand were not recorded on property and
equi pnent records.

d. Fixed assets were not permanently marked with seri al
nunbers as required.

e. Stock records did not include |ocations, acquisition
dates and prices, serial nunbers, etc.

f. Adequate physical security of fixed assets was not
mai nt ai ned.

g. Fixed assets could not be | ocated.

h. Reasons for |osses of fixed assets were not document ed
or investi gated.

i. Unserviceable fixed assets were not turned in for
di sposal .

3. (Objectives

a. To determ ne whether fixed assets are accurately
accounted for in the financial and property records and correctly
val ued on the financial statenents.

b. To determ ne whether internal and physical controls over
fixed assets are effective.

4. Audit Steps

a. Recording Fixed Assets. Wenever a recreation fund
purchases a fixed asset, it nmust record the item on a NAVCOWPT
742-1, Stock Record. The stock records serve as a record of
ownership of the fixed assets. They are also used as the
subsidiary records that support the property and equi pnent
I nventory record and the financial statenent account bal ances.
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(1) If feasible, observe an inventory of fixed assets.

Docunent any vari ances noted between recorded itens and
quantities on hand, and determ ne reasons for variances. |If not
feasi ble to observe a physical inventory, select a representative
nunber of stock records, including pilferable itens, and
physically inventory the itens. During the physical inventory,
note other itens of fixed assets sighted and reconcile themto
the stock records to determne if all itens are recorded.

(2) Scan the stock record cards and test a sanple to
verify the data recorded on the card is accurate. Verify the
description of the asset, acquisition cost (unit price, freight,
and installation charges plus enhancenents), serial nunber, date
of acquisition, identification nunber, age at acquisition,
manuf acturer, |ocation, nodel nunber, date of receipt, estinmated
life, and value. Docunent and determ ne the causes for any
vari ances not ed.

(3) Qotain and review inventory schedul es and conpl et ed
I nventory reports to determne if physical inventories of fixed
assets were schedul ed and taken at | east once a year, whenever a
Fund Custodi an was replaced, and as directed by | ocal practice.
Docunent and determ ne the reasons for any viol ations noted.

(4) Validate adjustnents nmade to the property and
equi pnent inventory record as a result of the nost recent
physi cal inventory by review ng supporting docunents (purchase
orders, property and depreciation records, certificates of
di sposition, and investigation reports) to determ ne the
propriety of such adjustnments. Docunent and determ ne the causes
for any di screpanci es noted.

(5) Conpute fromthe stock records, the total val ues of
all fixed assets and conpare these to the anount recorded in the
property and equi pnent inventory record. Determine if anounts
agree. Docunent and investigate the reasons for any vari ances
not ed.

b. Internal and Physical Controls over Fixed Assets. An
Integral part of effective internal controls over fixed assets is
the separation of responsibilities for purchase, receipt,
recording, and disposition of itens. Fixed assets nust al so be
saf eguarded to prevent unauthorized use or theft.
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(1) Inspect the locations of fixed assets while
perform ng audit step 4a(l) above to determ ne whether physical
controls are adequate to protect against unauthorized use or
theft. Docunent and determ ne the cause for any deficiencies
not ed.

(2) Review recent receipts of fixed assets to determ ne
whet her they were supported with purchase orders approved by the
commandi ng officer. Docunent and investigate any viol ations
not ed.

(3) Reviewreceiving reports for recent receipts of
fi xed assets to determ ne whether a person other than the
pur chasi ng agent is designated in witing to be responsible for
recei vi ng.
Exam ne these receipts and confirmthat the certifications
I nclude the date received and the signature of the person
authorized to receive. Docunent and investigate the reasons for
any viol ati ons noted.

(4) Wiile performng audit step 4a(l), determ ne that
fixed assets are identified as property of the recreation fund by
a permanently affixed tag or sonme other nethod. Docunent and
determ ne the cause for any discrepancies noted.

(5) Exam ne purchase orders for fixed assets acquired
during the period under audit to determ ne that purchase requests
wer e approved by the Fund Adm nistrator. Docunent and
I nvestigate the reasons for any viol ations noted.

(6) Exam ne docunentation supporting property on | oan
(rental/issue property) to verify whether property rented or
I ssued i s accounted for by a signed NAVCOWT 744, Custody
Recei pt, or NAVCOWPT 745, Custody Record. The tine period for
whi ch property is rented or issued does not result in depriving
others of its use. Controls are in effect to ensure return of
Itenms, procedures exist to check property for danages when
returned (and to assess, collect, and record repaynent for
damages fromthe user), deposits are recorded and refunded to
patrons, and rental and issue property is inventoried at |east
once a year. Docunent and determ ne the causes for any
di screpanci es not ed.

(7) Wile performng audit step 4a(l) above, verify
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that property inventoried does not include unserviceable or
excess itens to determne that this property was identified by
managenent, justified by managenent for retention, or disposed of
evidenced by certificates of disposition. Docunent and
I nvestigate the reasons for any violations noted.

SECTI ON F:  FI NANCI AL MANAGEMENT
1. Background

a. The follow ng provides the policy and gui dance for the
adm ni strati on and nmanagenent of afloat recreation services and
supporting nonappropriated funds. The accounting procedures for
smal I nonappropriated Recreation Funds are provided in chapter 8
of reference (b) and the financial reporting procedures are
prescri bed by reference (h). Financial managenent of the
recreation programafloat will follow these policy directives.

b. The basic requirenent for the audit review of recreation
funds afloat is to verify the correctness of the NAVPERS 7010/ 2,
Recreati on Fund Fi nancial Statenent, and to review the financi al
records supporting this statenent. Elaborate financial records
are not required. However, the records naintained should be of
sufficient detail to permt the record keeper to prepare the
necessary reports. These records should be in ink and nmaintai ned
in a neat and orderly manner and support the financial statenent.

c. An inportant aspect of financial managenent al so
i ncludes the financial plan or budget. During the audit of
financial managenent a review of the budget fornulation and
execution process nmust be acconplished.

2. Exanples of Potential Problens

_ a. Financi al statenents_contained_errors and oni ssions and
did not correctly show financial condition.

b. Subsidiary records were not maintained to support the
financi al statenent.

c. The financial statenent account bal ances and records
were not reconciled nonthly, quarterly, or annually per Navy
requirenents.

d. Operating budgets and financial plans were prepared | ate
(or not at all) and were not used for operation planning, setting
goal s, and neasuring performance.
3. (bjectives
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a. To determ ne whether the records are accurate and
adequat el y mai nt ai ned.

b. To determ ne whether financial statenents agree with the
books of account.

c. To determne if an annual financial plan has been
devel oped identifying sources and uses of funds.

4. Audit Steps
a. Records

(1) Confirmthat, as a mninmnum the follow ng sets of
accounting records are maintained by the recreation fund:

(a) Financial plan (budget) for the fiscal year.

(b) Receipt and Expenditure Record used to record
each cash/check transaction

(c) Statenment of Operations and Net Wbrth prepared
at the end of each accounting nonth and submtted to the |ocal
commandi ng of ficer.

(d) Property and Inventory Record used to control
al | nonexpendabl e property purchases and reflect the running
dol I ar bal ance of the property on hand.

(e) NAVCOWPT 742-1, Stock Record, used to reflect
i ndi vi dual units of nonexpendabl e property. The aggregate doll ar
val ue of the stock records maintained will equal the running
bal ance on the property and inventory record.

(f) Afile of purchase orders supporting
expenditures (except for purchases nmade from petty cash)
docunent ed by vendor invoi ces.

(g) NAVCOWPT 2212, Certificate of Disposition,
when needed to support expendabl e property over $300.00 and
nonexpendabl e property dropped frominventory.

(2) The auditor should scan the records and reports to
ensure they are maintained in ink or typewitten and are neat and
orderly. Records and docunents should not contain erasures or
alterations. Any accounting docunent containing alterations or
erasures should be thoroughly reviewed and eval uated to determ ne
if any fraud or other inappropriate act has occurred. Wrking
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paper docunentation should be available to explain any such
condi tions and the commandi ng officer inmmediately notified.

b. NAVPERS 7010/ 2, Recreation Fund Financial Statenent.
The guidelines for preparation of the NAVPERS 7010/ 2, Recreation
Fund Fi nancial Statenent, are found in reference (h). These
gui delines include the certification of the financial statenent.
Therefore, it is necessary to have a copy of the report to be
audited, the receipt and expenditure record for the period
covered, the checkbook which has been reconciled with the current
bank statenment, and the receipt book for the period being
audi t ed.

(1) The follow ng steps should assure that the report
I S accurate.

(a) Line 1 on NAVPERS 7010/2, for the current
period, should agree with [ine 34 of the prior report.

(b) Total cash expenditures nust equal the total
of checks drawn for the period and the expenditure columm of the
recei pt and expenditure record.

(c) Total cash receipts nmust equal the total of
all receipts witten for the period and the recei pt columm of the
recei pt and expenditure report.

(d) Lines 34 through 38 should be verified by
actual count of cash or reconcil ed bank bal ances, as appropriate.

(2) Verify that the anmount and source of incone
recorded on the Recreation Fund Financial Statenment is accurate
and appropriate. For exanple trace inconme fromthe ship stores
account to the recreation fund and verify that entries are
accurately posted and appropriate. Identify other sources of
i ncome and test for validity and accuracy.

c. Budget. Required for aircraft carriers, recommended for
all shi ps.

(1) Verify that the recreation fund custodi an prepares
a general operating budget for each fiscal year (1 Oct - 30 Sep)
per this instruction. The financial plan is an expression of a
systemto identify sources and uses of funds to carry out the
recreati on prograns’ objectives.

(2) Confirmthat an annual budget is prepared and that
it is reviewed by the Recreation Council/Board and
Conmi t t ee/ Boar d. (3) Confirmthat the conpl eted budget is
approved by the commandi ng of ficer.
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(4) Conpare results of operations to the recreation
fund operating budget to determ ne whether managenent procedures
and techni ques are adequately used to nonitor operations and
achi eve budgeted goals. Mnagenent is required to frequently
revi ew actual transactions versus budget operations and goals.
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PROCUREMENT AND PROPERTY MANAGEMENT

1. Procurenent Authority. The Fund Adm nistrator is ultimtely
responsi bl e for all procurenent expenses incurred against the
ship’s recreation fund. Per reference (j), procurenent
responsibility is usually del egated to a nenber of the ship's
recreation organi zation. Commandi ng officers may establish
limtations on the dollar anmpbunt and type of expenditures
procurenent personnel may execute w thout prior approval. The
Recreati on Fund financial plan serves as the primary docunent on
whi ch procurenent actions are initiated.

2. Standards of Conduct. Reference (k) addresses standards of
conduct and governnent ethics. A summary of these standards
fol | ows:

a. Naval personnel nust avoid the appearance of inpropriety.

b. Naval personnel nust be prepared to account for the
manner in which they exercise judgnent, particularly with regard
to hospitality extended by persons or organizations who wi sh to
do business w th DOD.

c. Persons who represent the governnent in dealings with
busi ness and industry have positions of trust and responsibility
that require the highest ethical standards.

d. Preferential treatnent nust not be extended to particul ar
i ndividuals, entities, or firns.

e. Departnent of Navy (DON) personnel who have affiliations
or a financial interest that conflict with their official duties
shall report the matter to their commandi ng officer.

f. DON personnel shall not engage in any outside enpl oynent
that is not conpatible with their duties or may bring discredit
upon the governnent or the DON.

g. Naval personnel shall not use nor permt the use of their
grade, rank, title, position, or uniformto pronote any
commercial enterprise or to endorse any commercial product.

h. DON personnel shall not accept gifts or gratuities,
exceeding a fair market value of nore than $20.00, from outside
sources engaged in business or financial relations of any sort
wi th any DOD conponent.

I.  Naval personnel shall not use governnent manpower,
property, facilities or information of any kind for other than
of ficial governnent business or purposes.
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j. DON personnel may not release any information concerning
proposed acqui sitions or purchases by any DOD contracting
activity nor nmake any commtnent or promse relating to the award
of a contract.

k. Naval personnel shall not use their official positions to
provi de any benefit (financial or otherwi se) to thenselves or
ot hers.

3. Principles of Internal Controls. Reference (b) addresses
internal controls. A summary foll ows:

a. The purpose of internal controls is to safeguard assets,
ensure the accuracy and reliability of accounting information,
pronot e operational efficiency and encourage adherence to
prescri bed managerial policies.

b. A well devel oped system of internal controls includes
operational goals, budgetary control, periodic operating reports,
and an internal audit staff.

4. Separation of Functions. Chapter one of reference (j)
addresses the separation of functions. Establishing internal
controls helps to maintain the integrity of the procurenent
system The follow ng functions wll be perfornmed by different
peopl e:

a. |Issuance of purchase orders.

b. Execution and signing of purchase orders.

c. Receipt of goods or services.

d. Paynment for purchases.
5. Contract Review Board. A contract review board consists of
at |l east three nenbers and is convened for the purpose of
review ng significant nonappropriated fund contracting actions.
They need not be arduous and in nost instances the reviews may be
acconpl i shed by chop chain routing. Per reference (j) all of the
foll ow ng actions shall be reviewed by the board prior to
execution:

a. Solicitations (i.e., requests for proposals) where the
estimated value is in excess of $25, 000.

b. Contract awards in excess of $25, 000.
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c. Contract awards in excess of $10,000 to other than the
| ow offerer.

d. Contract awards in excess of $10,000 to a sol e source.

e. Contract awards with Econom c Price Adjustnents
(escal ation) provisions.

f. Mdifications increasing or decreasing a contract in
excess of $5,000 or ten percent of the total contract val ue,
whi chever is greater.

g. Extension of contract delivery schedul es.
h. Term nation actions.

6. Buy Anerican Act. Reference (j) specifically prohibits the
purchase of foreign goods for use in the United States w t hout
the specific authorization of CHNAVPERS (Pers-65). However, the
Buy Anerican Act does not apply to purchases for use overseas.

7. Governnent Sources of Supply For Nonappropriated Fund
Procurenent. Per reference (j) all responsible contractors
(except those |listed as debarred, ineligible or suspended) are
el igible sources of NAFI requirenents. Federal governnent
sources shoul d be used unless |lower prices for like itens are
avail abl e from comrerci al sources. Established governnent
sources are as follows:

a. Navy Exchange. The Navy Exchange Manual establishes
speci al prices for NAFIs.

b. Interservice/lntraservice agreenents. Several service
agenci es have established purchasing/price agreenents with
commerci al sources. Al NAFlIs are authorized to participate in
t he various purchasing and price agreenents established by the
Navy Exchange Command (NEXCOM), Air Force Nonappropriated Fund
Purchasing O fice (AFNAFPO), the Arny Conmunity and Fam |y
Support Center (USACFSC) and the Defense Personnel Support Center
(DPSC) .

c. Federal Supply Schedules (FSS) list contracts with
comercial firnms for conmon supplies and services. Copies of the
FSS are distributed by the General Services Adm nistration (GSA).

d. Ceneral Services Adm nistration Stock Program stocks a
wi de range of national stock nunber (NSN) itens which can be
requi sitioned from GSA cat al ogs.

e. Federal Prison Industries, Inc. (UNNCOR). Copies of the
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schedul e are published by UN COR

f. Workshops for the Blind and Wrkshops of O her Severely
Handi capped Persons. The procurenent |ist is published by GSA.

8. Nonappropriated Fund Solicitation and Conpetition. O fers or
quot ati ons should be solicited froma sufficient nunber of
sources to ensure adequate conpetition. Normally, solicitation
may be limted to three suppliers. Fund Adm nistrators may set
nonetary thresholds requiring the solicitation of bids.

Ref erence (j) sets forth the m ninmumthreshol ds requiring
solicitation:

a. Less than $2,500. Nonrecurring purchases nmay be
acconpl i shed wi thout conpetition when the Fund Adm ni strator
determ nes that prices are fair and reasonabl e.

b. Between $2,500 and $10, 000. Procurenent shall be
preceded by conpetition anongst qualified suppliers. |Informal,
oral or witten solicitation is acceptable.

c. Between $10,000 and $25,000. Purchases in this category
nmust be acconplished by witten solicitation. A "Request for
Quot ati ons" (SF-18) may be used for such purposes.

d. Over $25,000. Formal conpetition procedures are
required per reference (j).

e. Conpetition. Although reference (j) waives the
requi renments for conpetition for purchases valued at |ess than
$2, 500, procurenment personnel should use care to ensure that the
ship’s recreation funds are w sely spent.

9. Contracts and Contracting. The term"contract"” refers to all
types of agreenents for the procurenent, sale, or disposition of
mer chandi se, supplies, services or equipnent. The term
"contracting" enconpasses purchasing, renting, |easing or

ot herwi se obtaining supplies or services. NAVCOWT 2213,
Purchase Order, is one exanple of a sinple contract. Reference
(I') provides a sanple contract for holding private functions in
Navy clubs as well as for obtaining catering services. One of

t he nobst comon contracts negotiated by a ship’'s recreation fund
Is for the publication of a cruise book. Standard contracts
devel oped by the Departnent of the Navy are favored over those

t hat have been devel oped and offered by a contractor. Prudence
dictates that any contracts originating outside of the Departnent
of the Navy should be reviewed by a nenber of the Staff Judge
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Advocate Corps. Use of vendor contract forns is prohibited.

10. Use of Purchase Orders for Nonappropriated Fund Procurenent.

NAVCOWPT 2213, Purchase Order, is the primary docunment used by
the DON for nonappropriated fund procurenent. DD Form 1155,
Order for Supplies and Services, is used by the DOD for
procurenent using both appropriated and non-appropriated funds.
Sequenti al ly prenunbered purchase orders will be issued for al
purchases made from conmerci al sources except for those purchases
paid fromthe petty cash fund. For convenience, a locally
generated purchase order |log may be used to list sequentially
nunber ed purchase orders.

11. Nonappropriated Fund Property C assifications. Reference
(b) classifies property with regard to depreciation and the
accrual basis of accounting while ships’ recreation funds operate
under the cash basis of accounting. Therefore, differences exist
bet ween the accounting systens with regard to property
classifications that follow

a. Nonexpendable Property is that which ordinarily retains
its original identity during its period of use, is not fully
consuned in normal use, has a unit acquisition value of $1000 or
nore, and a |life expectancy of nore than two years.

b. Expendable Property consists of any property with a life
expectancy of |ess than two years, is acquired by purchase, gift,
or transfer, and has a unit acquisition value of |ess than $1000.

Supplies and materials which are i medi ately consuned in use or
beconme incorporated in other property thus losing their separate
Identities are also classified as expendabl e property.

c. Resale Merchandise is any property that is obtained
specifically for the purpose of being sold to generate revenue.
Shi ps supported by authorized resale will stock resale
mer chandi se.

12. Nonappropriated Fund Property Identification Nunmbers And
Tags. Each nonexpendable itemw || be given an identification
nunber which shall be permanently affixed with a tag or by sone
other nmethod in order to identify the property. Expendable
property having a unit value of $300.00 or nore will be assigned
an identification nunber and tagged accordingly. Expendabl e
property |l ess than $300.00, pilferable equipnent, and resale

mer chandi se will be controlled through internal contro
procedures and ot her appropriate safeguards to insure proper
accountability.

13. Nonappropriated Fund Recreation Property Forns and Records.
The diversity of ship's recreation prograns nmakes it inpractical
to prescribe internal records to neet the unique requirenments of
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i ndi vi dual conmands. Commercial type fornms and records may be
procured or devised |ocally.

a. Property Records. Each item of nonexpendabl e property
and all expendabl e property having a unit val ue of $300 or nore
wi Il be recorded on property records. Only one itemw || be
recorded on each property record and the docunent will include a
conpl ete description of the item The NAVCOWPT Form 742-1,
Property and Depreciation Record, may be used as a property
record al though locally devel oped forns can be used.

b. Property and Equi pnent Inventory Record. This is a
| ocal |y prepared docunent which lists all nonexpendabl e equi pnent
and those itens of expendable property which have a unit val ue of
$300 or nore. List nonexpendabl e property separate fromthat of
expendabl e property with a unit value of $300 or nore. It is
used for control purposes and reflects the running dollar bal ance
of the itens. Property records nust be reconciled against the
property and equi pnent inventory record at the end of each fiscal
year and as part of the relief of the Fund Custodian. The total
val ue of the nonexpendabl e property wll be reported on the
annual NAVPERS 7010/ 2, Recreation Fund Fi nanci al Statenent

c. Stock Records. NAVCOWT Form 742-1, Stock Record cards,
are used to record resal e nerchandi se, expendabl e property and
non- expendabl e property over $300. The formis designed to
record like (i.e., identical) itens of nmerchandi se and supplies.
The stock record should show a conpl ete description of the
mer chandi se and all pertinent information regarding its receipt
and issue.

d. Property Receipts. These forns facilitate control of
NAF property and protect against |oss.

(1) Custody Record. The custodian will maintain a file
of signed NAVCOWT 745, Custody Records, obtained from
i ndi vidual s charged with the accountability of property issued
for an indefinite period.

(2) Custody Receipt. Many commands check out recreation
property to their crew nenbers at no charge. A signed NAVCOVPT
Form 744, Custody Receipt, wll be obtained from each individua
borrow ng property for which there is no associ ated fee or
charge. This receipt will be returned to the individual when the
property is returned.
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(3) Rental Receipt. Commands may assess fees or charges
for the use of ship’s recreation property. |In such cases,
prenunbered sal es vouchers for rental equi pnment shoul d be used.
The custoner’s voucher will be annotated when the property is
returned.

e. NAVCOWPT Form 2212, Certificate of Disposition. Used to
docunent the disposal of expendabl e and nonexpendabl e
nonappropri ated fund property.

14. Nonappropriated Fund Recreation Property Inventories

a. Frequency. Nonexpendable property and those itens of
expendabl e property which have a unit value of $300 or nore wl|
be inventoried at the end of the fiscal year. Resale nerchandi se
wi Il be inventoried nonthly. Expendable inventories wll be
conducted during the sem -annual internal audit and upon relief
of the individual responsible for recreation property or resale
mer chandi se.

b. Chapter five of reference (b) outlines procedures for
taki ng a physical inventory. The NAVCOWT Form 2215, Inventory
Record, is used to record inventories. Locally devel oped or
procured forns may be substituted as an inventory sheet, provided
the informati on shown is equivalent to the information
requi renents of the NAVCOWT Form 2215.

c. A physical inventory of nonexpendable property and those
itens of expendabl e property which have a unit val ue of $300 or
nore is used to verify the accuracy of the Property and Equi pnent
Inventory Record. Stock records and property records should be
reconci |l ed against the Property and Equi pnent Inventory Record at
the time of the physical inventory.

d. Resale nmerchandi se. Reference (b) identifies two
I nventory systens (periodic and perpetual) and two inventory
val uati on net hods (wei ghted average and FIFO . Mst afl oat
commands will find the periodic systemand the FIFO eval uation
met hod best suited to their needs.

e. Al inventory variances will be investigated to the
satisfaction of the commandi ng officer and accounting adjustnents
will be made in a tinmely manner.

15. Disposition of Unserviceabl e Nonappropriated Fund Property.
Chapter five of reference (b) and various elenents in the chain
of command (such as TYCOVS) provide guidance on the disposition
of unservi ceabl e NAF property.

a. In no instance shall unserviceabl e nonappropriated fund
property be donated to any individual or civilian organization.
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b. In effecting the disposal of unserviceabl e NAF vehicl es,
t he provisions of Appendix A to Enclosure (3) shall apply.

c. Nonexpendabl e property (and those itens of expendable
property which have a unit val ue of $300 or nore) which have
becone unserviceable shall be transferred to the |ocal Defense
Reutilization and Marketing Office (DRMO) via the ship's Supply
Departnment. Proceeds fromproperty sold under its origina
Identity (e.g., an unserviceable nulti-station gynm) wll be
returned to the ship’s recreation fund. Proceeds fromthe sale
of unservi ceabl e NAF property whi ch has been downgraded to scrap
or recyclable material will not be returned to the ship’s
recreation fund.

d. A NAVCOWT 2212, Certificate of D sposition, shall be
used to docunent the disposition of unserviceabl e expendabl e and
nonexpendabl e property and will serve as authenticating
docunentation for adjusting NAF property records.

16. Disposition of Excess Nonappropriated Fund Property.
Chapter five of reference (b) and various elenents in the chain
of command (such as TYCOVS) provide guidance on the disposition
of excess NAF property.

a. In no instance shall excess nonappropriated fund
property be donated to any individual or civilian organization.

b. In effecting the disposition of excess NAF vehicles, the
provi sions of Appendix A to Enclosure (3) shall apply.

c. Excess property purchased with nonappropriated funds may
be used as a trade in on a simlar item

d. Wth the exception of notor vehicles, excess NAF
property may be transferred to other ship' s recreation funds or
NAFIs within the i medi ate area. Such transfer should be nade
wi t hout rei nbursenent, unless prior approval is obtained from
BUPERS. In the event such transfer is not warranted, the excess
property should be reported to the cognizant fleet conmander via
the chain of conmand for redistribution as may be directed within
t he conmand.

e. In cases where the transfer or trade in of excess NAF
property is inpractical then the property can be transferred to
the nearest DRMO. This property will be sold to interested
I ndi vidual s through a seal ed bid procedure. Proceeds fromthe
sale of the property will be returned to the ship’'s recreation
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fund.

f. If the transfer of equipnent to DRMOis not practical,
the Fund Adm nistrator may authorize the sale of such property on
board ship follow ng seal ed bid procedures.

g. DD 1149, Requisition and Invoice/ Shi ppi ng Docunent,
shal | be used to docunent the transfer of excess expendabl e and
nonexpendabl e property and will serve as authenticating
docunentation for adjusting NAF property records.

17. Use of Appropriated Funds in Procuring Recreation Material.
In general, standard allowance |ists have not been established
for recreation material aboard ships. The Fleet Recreation
section of BUPERS (Pers-651G can provide guidance for recreation
equi pnent procurenent. It is the responsibility of the
commandi ng officer to procure such authorized material as he
considers necessary or desirable for the health and wel fare of
t he personnel attached to his command. Per reference (f),
recreati onal equi pnent, supplies and services normally will be
charged to the ships OPTAR except as otherw se provided in
references (a) and (n). Policy for appropriated fund procurenent
are contained in reference (n).

18. Appropriated Fund Property C assification. Recreation
property and material requisitioned fromthe Navy Supply System
wi |l be received and processed as "Direct Turnover Material"
(DTO) per reference (m. DTOrefers to any itemordered from
sources external to the ship for direct turnover to the cognizant
activity. DTO material is classified as either "controlled

equi page" or "other DTO materials". The term"controlled

equi page" refers to those itens of equi page which require speci al
managenent control because the material is relatively valuable
and easily convertible to personal use. Those itens which m ght
be used in the ship’'s recreation programinclude caneras (al
types), mcroconputers, life preservers, printers, recorders,
typewiters, and stop watches. Commandi ng officers or type
commanders may designate as control | ed equi page ot her additional
Itenms which they deem necessary to be so controll ed.

19. Appropriated Fund Recreation Property Records

a. Upon receipt, recreation property or material classified
as "other" DTO materials will be turned over to the custody of
the commandi ng officer or his designated representative. The
supply officer will not retain custody of these itens nor wll
they mai ntain custody cards.

b. Recreation itens designated as "control |l ed equi page"
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wi |l be recorded on a NAVSUP Form 306, Controlled Equi page
Cust ody Record.

20. Appropriated Fund Recreation Property |Inventories.
Appropriated fund recreation property classified as controlled
equi page will be inventoried annually during the period 15
February through 15 March. Oher inventories, which nust be
conpleted within thirty days after the comencenent date, are
required:

a. Upon commi ssioning, inactivation, or reactivation of the
shi p.

b. Upon relief of the recreation fund property custodi an.

c. Upon change of command, at the discretion of the
relieving conmandi ng officer.

21. Appropriated Fund Recreation Property Disposition.
Appropriated fund recreation equipnent classified as controlled
equi page which is excess to the needs of the command or has
becone unserviceable shall be transferred to the ship s Supply
Departnment for proper disposition.

22. Appropriated Fund Recreation Property Procurenent,

Gover nment Sources of Supply. Per reference (n), all itens
procured using appropriated funds should first be filled using
gover nnment sources of supply. Open purchases can be nmade only
when the requirenents cannot be filled by governnment supply
sources. Sources |listed below are in descendi ng order of
priority:

a. Defense/Federal Supply Systens for material assigned a
Nat i onal Stock Number (NSN). The ship s storekeepers can provide
assi stance identifying/procuring supplies and equi pnent for the
recreati on program NSN property is listed in the Federal
Logi stics Database (FEDLOG which is on CD-ROM or on mcrofiche
such as the Managenent List Navy (M--N), the Managenent Li st
Consolidated (M.-C) and the Master Cross Reference List (MCRL).

b. Excess property from other agencies. The Defense
Reutilization Marketing Service (DRVS) processes and transfers
excess property for the Departnent of Defense; the General
Services Adm nistration (GSA) processes and transfers excess
property for the federal governnent.

Encl osure (3)



BUPERSI NST 1710. 16
c. General Services Adm nistration (GSA) Federal Supply
Schedul es (FSS) which provide a sinplified process for obtaining
commonl y used supplies and services. GSA publishes over two
hundred federal supply schedules which are listed in the Master
GSA | ndex.

23. Managenent of Recreation Fund Firearns. Firearns, where
procured and owned by the recreation fund, should be custodied to
the Arnory. Disposal of firearns is coordinated through the
supply officer per reference (m. Further information can be
obtained by calling the Navy Small Arns Registry office at Naval
Weapons Center, Crane.

24. Appropriated Fund Recreation Property Procurenent, Non-NSN
I tenms

a. Equi prent and supplies over $25,000 nust be procured
t hrough a shore based Navy Supply Center (NSC) or Navy Regi onal
Contracting Center (NRCC). Non NSN Equi pnent |ess than $25, 000
nmust be procured through a shore based Pierside Purchasing Ofice
or a Navy Supply Center. Under extraordinary circunstances, non
NSN i tens may be procured using open purchase procedures. The
term "open purchase" neans the purchase of supplies and non-
personal services from comercial sources using DD Form 1155 or
cash fromthe ship’s inprest fund.

b. Purchase Description. A purchase description is the
nost common net hod of describing small purchase requirenents. An
adequat e purchase description should set forth the essenti al
physi cal and functional characteristics of the supplies or
services required. It should not be unduly restrictive and shal
not specify a product peculiar to one manufacturer. A purchase
description should include the characteristics necessary to
descri be m ni nmum requirenents.

c. Brand nanes. Generally, the m nimum acceptabl e
conpetitive purchase description is the identification of a
requi renent by use of a brand nane foll owed by the words "or
equal ". Brand nane or equal purchase descriptions nust al so set
forth those salient physical, functional, or other
characteristics of the brand name product which are essential to
t he conmand’ s needs.

25. Fornms Used in Appropriated Fund Procurenent
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a. NAVSUP Form 1250-1, Single Line Item Consunption
Requi si ti on Docunent. This requisition is used by all submarines
and non-automated ships to obtain NSN itens.

b. NAVSUP Form 1250-2, Non- NSN Requi si tion.

c. DD Form 1348-6, DOD Single Line Item Requisition
Docunent .

26. Special G rcunstances Regarding Recreation Property. |If the
original cost of an itemis not known, an estimated value wll be
assigned. In determning the estinmted val ue, reference should

be made to manufacturers price lists, cost of simlar itens and
such other sources of information as may be avail able. Wen the
source of funds for the original procurenent of property cannot
be determned, it will be considered to have been purchased with
appropri ated funds.
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MAR VEH CLE ADM NI STRATI ON

Moral e, Welfare, and Recreation (MAR) rental special purpose
recreation vehicles referred to in this section are those
vehi cl es obtained with nonappropriated recreation funds or
obt ai ned from surplus sources.

1. Definitions

a. Official recreation business inplies travel and
transportation for authorized recreation purposes.

b. MAR vehicle is a self-propelled notor vehicle suitable
for use on the highway and used for the novenent of supplies,
equi pnment, and personnel in connection with official recreation
busi ness. Exanples are trucks of all types, autonobiles, buses,
and notorized canpers. Fleet Recreation Coordi nator (FRC)
vehi cl es are al so consi dered MAR vehi cl es.

c. Rental vehicle is a self-propelled notor vehicle
suitable for use on the highway which is | oaned to a person for
other than official recreation business. Excluded are buses,
trailers, canper vehicles, and other vehicles |oaned, with or
wi t hout charge, for uses such as tours, fishing, and canpi ng when
these functions are in support of approved recreation prograns.

d. Special purpose recreation vehicle is a vehicle not
ot herwi se classified above. Included are vehicles which have
been nodified for specific purposes that would prohibit them from
being utilized for any other purpose, e.g., weckers, golf bal
pi ck-up, golf carts, tractors, riding nowers, cenent m xers,
snowmobi | es, go-karts, power cycles, |oaders, graders, fork-
lifts, cranes, welders, aerators, and simlar types of equipnent.
Trailers suitable for use in conjunction with autonobiles are
al so consi dered speci al purpose vehicles. |Included are trailers
for canping, boats, utility, horses, etc.

2. Policy

a. MAR may be permtted free use of Navy owned vehicles for
of ficial recreation business when approved by the commandi ng
officer. Bus service in support of authorized welfare and norale
prograns may be provi ded when such transportation can be nade
avai |l abl e without detrinment to the mssion of the activity when
funds are available. This service may be provided on a non-
rei mbursabl e basis for the foll ow ng purposes:

(1) Transportation of athletic teans conposed of al
mlitary personnel who officially represent an activity.
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(2) Movenent of personnel (including entertainers and
guests), supplies, and equi pnment essential to recreation
progr amns.

(3) Recreation tours and trips when fees are not |evied
upon the passengers (except fees nade to cover the cost of the
driver when not avail able from base transportation) and when
approved by the installation/ship commandi ng of ficer.

b. Ships, staffs and ot her commands, squadrons, units, or
detachnments of the operating forces of the Navy that |eave
recreati on vehicles behind during periods at sea will turn
control of the vehicles over to the nearest MAR activity ashore
for custody and use during the period they are away fromtheir
honeport .

c. "Extravagant" vehicles will not be procured or financed
by nonappropriated funds.

d. The use of recreation vehicles for the following is
prohi bi t ed:

(1) When appropriated fund vehicles are adequate and/or
econom cal commercial transportation is available and convenient.

(2) Transportation between domcile and pl ace of
enpl oynent .

(3) Transportation for private business or personal
engagenents of mlitary personnel, nenbers of their famlies, or
ot hers.

(4) Transportation for official Navy business not
associated with recreation prograns.

(5) Any purpose that could be construed as being
conpetitive with private enterprise.

e. A conplete and up-to-date inventory of al
nonappropriated fund vehicles will be maintained by BUPERS ( Pers-
65) .

f. The anticipated |ife expectancy for new MAR vehicles is
established as 6 years or 72,000 m | es.

g. Rental vehicle prograns under the operation of MAR are
not permtted and should normally be operated as a function of
t he ashore Navy Exchange.

h. For ships with special purpose vehicles, the foll ow ng
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applies to prograns involving the support of fishing and/or
canpi ng prograns:

(1) Were local laws permt, consideration should be
given to providing portable trailer hitches to accommpdate those
per sons whose autonobiles are not equi pped for trailer pulling.

(2) Usage by groups should be encouraged.

(3) Usage of the vehicle shall be restricted to a 4 day
peri od.

(4) A user fee sufficient to preclude subsidization of
t he program by the Recreation Fund shoul d be charged.

3. Procurenent and D sposa
a. MAR and rental vehicles

(1) M\R/rental vehicles are either procured locally
fromcomercial sources or obtained from surplus sources by the
requesting activity.

(2) To order vehicles, activities shall submt requests
for vehicle purchase to their appropriate Fleet Conmanders
(except vehicles for FRCs). M| eage and Navy registration
nunbers of vehicle(s) to be replaced shall be included in the
request for replacenment vehicles. Requests for FRC vehicles
shoul d be directed to BUPERS (Pers-65).

(3) The procurenent of vehicles by prudent selection
from surplus sources is encouraged and does not require fornal
approval fromthe appropriate Fleet Commander provi ded ot her
provisions of this instruction are net. The procurenment of sedan
type vehicles is discouraged due to the limted uses that can be
made of this type vehicle.

(4) The approval of the appropriate Fleet Commander is
required prior to leasing a vehicle. The request should contain
as a mnimmthe foll ow ng:

(a) Period of |ease.

(b) Cost.

(c) Type of vehicle to be |eased.

(d) Reasons why the | eased vehicle is required.
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(e) Cost analysis of |ease versus purchase,
I ncludi ng estimated operation/ mai ntenance costs. This provision
does not apply to the short termrental (i.e., 3 nonths or |ess)
of a vehicle to acconplish a specific purpose. For exanple,
rental of bus to transport groups or rental of a specific type
truck for novenent of equipnent or supplies.

(5) I'n no instance will nonappropriated fund owned
vehi cl es be given or sold to any individual or non-naval
organi zation w thout prior and specific approval of BUPERS (Pers-
65) .

(6) Vehicles obtained from surplus sources at no cost
remai n gover nnent owned property, regardl ess of any
nonappropri ated funds expended to repair the vehicle. Wen no
| onger required, these vehicles will be turned in to the nearest
DRMO with a statement that it was obtained from appropriated fund
sources and that no part of the proceeds fromthe sale or other
di sposition will be retained by the nonappropriated fund
activity.

(7) Since nonappropriated fund vehicles are not
provided with a state title, SF 97, U S. Governnent
Certification of Release of a Mdtor Vehicle, should be provided
to the purchaser. This formw | enable the purchaser to apply
for state title and tags.

b. Special Purpose Recreation Vehicles. Purchase of
speci al purpose vehicles (less weckers) do not require fornmal
approval fromthe appropriate Fleet Conmmanders.

4. Adm nistration, Operation and Mi ntenance

a. The adm nistration and operation of all recreation
vehicles is a command function and should normally be under the
direct supervision of the recreation services officer.

b. Operators of all autonotive vehicles wll possess a
current authenticated SF 46, Identification Card, follow ng the
I nstructions contai ned i n NAVFAC P-300, Chapter 12, Managenent of
Transportati on Equi pnent.

c. Standards of mai ntenance, operation and safety of
vehi cl es shall be according to NAVFAC P-300.

d. Recreation vehicles should normally be fuel ed and
serviced using Public Wirks facilities.

5. Records. Records should be maintained in connection with the
aut hori zation, operation, utilization and nmai ntenance of al
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recreati on vehicl es.

6. Registration and Licensing

a. Recreation services functions are exenpt fromthe
paynment of state and |ocal registration and |icense fees on
vehicles, including trailers, operated beyond the limt of the
Governnment reservation. However, the follow ng regul ati ons shal
be observed:

(1) MAR, rental, and special purpose vehicles, owned or
hired by recreation services and/or Recreation Funds, shall be
assigned USN registration nunbers in the 400,000 series.

(2) Boats owned and/or operated in support of
recreation prograns are not normally assigned USN registration
nunbers. They should be registered in the state in which they
are principally used in accordance wth the Federal Boat Safety
Act of 1971. In those states that do not require the
registration of U S. CGovernnent boats (e.g. Florida) a request
for a 400,000 series USN nunber may be directed to BUPERS (Pers-
65) .

(3) Requests for USN registration nunbers for newy
acquired vehicles (including special purpose vehicles) not
previously registered shall be submtted to BUPERS (Pers-65)
utilizing DD 1342, DOD Property Record. Letters of transmttal
are not required.

(4) Requests for change of vehicle ownership (including
speci al purpose vehicles) fromone activity to another shall be
submtted to the appropriate Fleet Commanders by letter. Upon
approval, BUPERS (Pers-65) shall be notified of the transfer
through the submttal of a DD 1342.

b. State license tags may be obtained and used only in
those states where state or local |aws provide that they shall be
furnished to the United States or its instrunentalities w thout
paynment of the stipulated registration fee. Wen such atag is
di splayed, it shall be in addition to the USN registration
nunber .

c. DD 1342, DOD Property Record, shall be prepared. The
followi ng specific instructions apply:

Block 2 - The date entered shall be the date the
vehi cl e was acqui red.
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Block 3 - Leave bl ank, unless registration nunber has
previously been provided.

Block 6 - The acquisition cost entered shall be the
actual anount the receiving recreation

fund
paid for the vehicle, including trade in
anount if applicable. Zero acquisition
cost
shal |l be entered for surplus vehicles
obt ai ned at no cost to the recreation
fund.

Bl ock 8 - Conpletion nmandatory.
Bl ock 14 - Conpl etion nmandatory.
Bl ock 17 - Conpl eti on nmandatory.

Bl ock 26 - Provide a conplete description of the vehicle
I ncluding type and size of vehicle, nunber of passengers, etc.
For exanple: Van, 1/2 ton
12 passenger. olf carts should

I ndi cate el ectric or gasoline propul sion.
Canpi ng trailers shoul d indicate whether
tent type or hardt op and nunber of sl eeping
spaces.
Bl ock 28 - I ndi cate Recreation Services, the nane
of
the activity and the geographic
| ocati on.
Block 29 - Insert Unit ldentification Code (UC). Do
not use U C assigned to recreation
servi ces.
Bl ock 54 - Insert USN registration nunber of the vehi-
cle being replaced and the trade in
anmount

received fromthe sale of the vehicle if
applicable. [If the vehicle was obtained
from surplus sources, enter the

regi stration
nunber presently assigned to the vehicle
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and
I ndi cate previous ownership, i.e., Navy,
Arny, Post Ofice, etc.

d. The transfer of 400,000 series USN regi stration nunbers
fromone vehicle (including special purpose) to another is
prohi bi t ed.

e. Wen disposing of vehicles, notification shall be nade
to the BUPERS (Pers-65). Notification nmay be nade by letter or
conpl etion of Section 4 of the DD 1342 and shall include date of
di sposal and disposition nade of the vehicle (trade, sale, turned
in to disposal, etc.). Failure to take pronpt action to cancel
vehicle registration nunbers results in the vehicle(s) remaining
I n BUPERS "Active Vehicle Inventory" and the continued paynent of
I nsurance costs for the vehicle(s).

7. | dentification

a. MAR rental, and special purpose vehicles, owned by
recreation services or hired by recreation services for ninety
days or nore shall be identified by painted registration nunbers
and a decal affixed according to paragraph e of this section.

b. MAR and rental vehicles procured from any sources shal
be painted |ight blue, if available at no additional cost.
Vehi cl es presently onboard that require repainting shall be
painted |ight blue. A specific color for special purpose
vehicles is not prescribed.

c. Decals wll be provided by BUPERS (Pers-65) upon receipt
of a DD 1342, DOD Property Record. The decal will identify the
vehicl es as the property of recreation services and, with the
exception of the USN registration nunber, the painting of further
I dentification markings (including activity/ship nane) is
prohi bi t ed.

d. USN registration nunbers shall be painted in black
gothic style and be from1-1/2 to 2 inches in height.

e. Vehicles shall be marked as foll ows:
(1) On passenger cars, station wagons, carryalls, vans,
trucks, and truck-tractors, decals shall be centered on each
front door, and the six-digit USN registration nunber will be
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centered above each decal. On vehicles w thout doors the decals
shoul d be placed in a conparable position in relation to the
driver’s seat. The USN registration nunber, preceded by the
letters "USN', shall be displayed on the rear of the vehicle and
| ocated in such a manner that the vehicle may be readily
Identified fromthe rear.

(2) On buses, the decal shall be applied on the panels
just below the windows to the rear of the entrance on one side,
and to the rear of the driver’s conpartnent on the other side,
with the six digit USN registration nunber will be centered above
each decal. The USN registration nunber, preceded by the letters
"USN', shall be displayed on the rear of the bus and located in
such a manner that the bus may be readily identified fromthe
rear.

(3) On special purpose vehicles, the decal (s) and USN
regi stration nunber shall be affixed on the exterior where there
are suitable surfaces. |In general, the USN registration nunbers
shall be painted on the rear and sides and the decal (s) affixed
in an area where it will be prom nently displayed. On vehicles
such as riding | awn nowers, notor scooters, etc., where a decal
I's not appropriate, the USN regi stration nunber should be
preceded by the letters "USN'.

f. \Wenever a vehicle or trailer is disposed of, al
vehicle identification wll be renoved conpletely.

8. | nsur ance

a. Autonobile insurance coverage includes a $500
deducti bl e.

b. To be eligible for coverage, vehicles shall be |isted on
the property record cards of the recreation service activity and
regi stered follow ng the procedures in paragraph 7.

c. BUPERS (Pers-65) Casualty Insurance Program provides al
the coverage necessary for vehicles that are under the care,
custody, and control of recreation service activities, both
afl oat and ashore. Coverage is not applicable to vehicles
oper at ed outside the cogni zance of BUPERS controll ed
nonappropriated fund activities and for vehicles | eased for 3
nont hs or | ess.
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PROGRAM GUI DELI NES

1. Program Categories. DOD policy authorizes funding for well -
rounded recreation prograns which contribute to mlitary

ef fectiveness by pronoting and mai ntai ning the physical and
mental well being of personnel. Such prograns are funded by both
appropriated and nonappropriated funds. Recreational prograns
consist of activities that are either essential to the
acconplishnent of the mlitary mssion or are desirable froma
command standpoint. Programactivities are classified as either
category "A" (m ssion sustaining), category "B" (basic Community
Support Activities) or category "C' (business activities).

a. Category "A" activities. These prograns are consi dered
m ssion sustaining activities in which the command is a primary
beneficiary. Category "A" activities are supported al nost
exclusively wth appropriated funds, such as OPTAR  Fees are not
usual Iy charged for activities in this category. Exanples of
Category "A" activities include: gymasiuns, fitness centers,
sports, and unit |level prograns and activities.

b. Category "B" activities. These prograns contribute to
the mlitary m ssion but are capable of generating sone revenue.
They are not expected to sustain their operation solely as a
result of that revenue. Appropriated fund support is authorized
for a significant portion of the operating costs of these
activities. Exanples of Category "B" activities include: youth
prograns, recreational sw nmng pools, outdoor recreation
prograns, and | TT services.

c. Category "C' activities. These progranms primarily
benefit the individual and are simlar to those which are
operated by private enterprise in the civilian sector. These
activities receive no appropriated fund support. Sone Category
"C' activities include: golf courses, mlitary clubs, recreation
equi pnment checkout, and |arge bow ing centers.

2. Reinbursenment of Orbudsman Expenses using Appropriated Funds.
Per reference (0) reinbursenent of onbudsman expenses is
encour aged when working in an approved vol unteer capacity. |Itens
to be reinbursed are limted to child care at a rate not to
exceed the local rate of the MAR Child Devel opnent Center
docunented m | eage at government POV rate; parking and tolls
(receipts required); long distance tel ephone calls not covered by
command tel ephone credit cards; and tel ephone answering nachi nes.
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3. Procurenent of Awards using Nonappropriated Funds.
Nonappropri ated funds may be used to procure awards as foll ows:

a. Recognition awards, incentive awards, rating badges,
W ng insignia, personal qualification devices, and simlar itens
may be funded using Recreation Funds. The unit cost of these
itens may not exceed $10 and a maxi num of $10 per occasion per
person limt applies to any presentation.

b. "Sailor of the Month", "Sailor of the Quarter", and
"Sailor of the Year" awards funded from Recreati on Funds are
aut hori zed subject to an expense limt of $50, $100, and $200,
respectively. The awards cannot be cash and nust be of a
recreational nature e.g., MAR novie passes, MAR bow i ng passes,
etc.

c. Awards for participating or excelling in recreation
sponsored events are authorized fromNAF i.e., trophies, jackets,
shirts, etc.

4. Prohibited use of Appropriated Funds. Expenses originally
pai d usi ng nonappropriated funds cannot be reinbursed with
appropri ated funds.

5. Prohibited uses of Nonappropriated Funds. The use of
nonappropriated recreation funds is authorized for only those
purposes related to the official recreation program Recreation
funds may not be expended for the foll ow ng:

a. To support non-recreation activities, facilities or
equi pnent or for groups not directly related to, or sponsored by,
the ship’s recreation program This includes private
organi zations (e.g., wves clubs or little | eague), breakage,
vandal i sm or custons fees of property not owned by the
recreation fund.

b. Receptions or expenses of simlar functions incident to
activation of a new command or the decomm ssioning of an
est abl i shed command.

c. Purchase of any recreation or rental vehicle w thout
prior approval of the appropriate Fleet Conmander.

d. Leasing of equipnent, grounds, or facilities, for nore

than two weeks, unless prior approval is obtained fromthe ISIC
and BUPERS (Pers-65).
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e. For paynments to mlitary personnel for services rendered
as an individual or as a nmenber of a team including officers in
charge and nenbers of their staffs, participating in authorized
recreation events. This does not preclude paynent of travel
expenses in connection with such participation at a rate not to
exceed the cost of transportation and per di em all owances as
established for the Navy Sports Program Fees may be paid to
mlitary personnel who are nenbers in good standing of a
recogni zed sanctioned officials’ organization acting as officials
at authorized athletic events provided paynents do not exceed the
standard rate for the sport and the area. In addition,
conmm ssioned or warrant officers officially assigned duties
Wi thin the recreation programmnmay not receive conpensation for
officiating any event within the program

f. Cash donations or expenditures on behalf of any
charitabl e organi zation, fraternal group, or private organization
e.g., Little League, Scouting groups or in support of the Adopt-
a- School program

g. Paynment to officers for work perfornmed on recreation
matters, except as authorized under article 5e. Consistent with
the requirements of the Dual Conpensation Act, conm ssioned or
warrant officers may not receive conpensation fromthe Recreation
Fund. Paynment to officers for work perforned as officials at
aut hori zed athletic events nust be nmade by a recogni zed
sanctioned official’s organization.

h. Paynent to enlisted personnel for work perfornmed on
recreation matters unless the followi ng conditions are net:

(1) The work is in addition to their regular assignnent
and is perfornmed during off-duty hours.

(2) The work is voluntary.

(3) Enploynent, by reason of hours or nature of the
wor k, does not interfere wth the proper and efficient
performance of their mlitary duties.

I. To construct, alter, or renovate any facility or for
procurenent of any item of equipnment not used primarily as an
I ntegral part of the recreation program except for the
enhancenent of |ounge areas for E-1 to E-6 personnel. A maxinmum
of 5 percent of Ship Store profit distribution may be used for
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this purpose. The commandi ng officer’s decision to enhance such
E-1 to E-6 | ounge areas will| be based upon the Recreation
Advi sory Boards recommendati on

j .  The sponsorship (or purchase of equipnent) for
activities deenmed hazardous as addressed in reference (p).

k. Support of religious prograns.

| . Paynment of instructors or tuition or purchases of books
for off-duty mlitary education prograns.

m  Support of activities and prograns that benefit only a
few, such as crash kits, wel cone aboard gifts, farewell gifts,
retirement gifts, donations to wi ves clubs or purchase of
fl owners.

n. Gants or loans to other Recreation Funds or clubs and
nmesses except as specifically authorized herein or by fleet
commander s.

0. Subsidization of car rental prograns for personal or
official use. This does not preclude the rental, from Navy or
out si de sources, of buses, vans, etc., for recreation services
sponsored prograns.

p. Support of functions which are held primarily to
acconplish public affairs objectives, i.e., social events to
which civilians are invited or recreation events schedul ed for
public rel ations purposes only.

g. The purchase or repair of pinball, electronic and | aser
anusenent machines or their equivalent operated by the Ship's
Store.

r. To fund dependent air charter prograns. Personnel
participating in such progranms nust bear all costs of air travel.

s. To purchase or provide health and confort or persona
clothing itens.

t. To subsidize shipboard recycling prograns.
u. To defray general and adm nistrative expense, e.g.,
equi pnment and supplies, associated with support of Navy general

libraries. Local activity NAF support of libraries is |limted to
the procurenment of library materials, print and non-print.

6. Cruise Books. The follow ng guidelines apply to the
devel opnment of cruise books/yearbooks.
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a. Follow formal procurenent procedures concerning witten
contracts and conpetitive bidding, as specified in reference (j).

b. Contact the nearest Judge Advocate General or | ocal
contracting officer to assist in contract execution and review to
ensure that both parties understand and accept their contractual
obl i gati ons.

c. Thoroughly proofread the cruise book/yearbook prior to
publ i shi ng.

d. Conplete all necessary |ogistic arrangenents, (e.g.,
boar di ng of ship by photographer) prior to depl oynent.

e. Meet established deadlines.
f. Mintain detailed records show ng i ncone and expenses.
7. Copyrighted Sound and Vi deo Recordi ngs

a. Per reference (q), Navy policy does not condone,
facilitate, or permt unlicensed public performance or unl awf ul
reproduction for private or personal use of copyrighted sound or
vi deo recordi ngs, using governnment APF or NAF owned or | eased
equi pnment or facilities. The Navy recognizes the rights of
copyright owners by establishing specific guidelines for the use
of copyri ghted works.

b. Wthin the Departnment of the Navy, displays or
performances on board ship are not considered "public" provided
the performances or displays are made w t hout any purpose of
direct or indirect conmmercial advantage and w thout charge to the
recipients.

c. The reproduction of copyrighted sound and vi deo
recordi ngs on Navy installations using governnent or
nonappropri ated fund owned equi pnent is prohibited.

8. Satellite and Cabl e Tel evi si on Reception

a. Cable TV policy is established by the Navy Broadcasting
Services (NBS). Shore commands interested in cable TV should
foll ow normal conpetitive bid procedures to grant a cable
operator a franchise. The use of governnment funds for
installation of service is prohibited. Per reference (q), NBS
establishes policy for cable TV and nust be involved in franchise
agreenent review and approval. NBS provides consultation
services to commandi ng of ficers who have decided to bring
comercial cable TV to their Navy conmmunities. NAF nust be used
to pay connection fees and service charges in recreation
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facilities.

b. Satellite reception is an increasingly conplex issue.
NBS is the authority and focal point in the Navy for satellite
reception policy (dishes, earth stations). Currently, only
honmeowners can receive satellite signals into their honmes w thout
entering into a licensing agreenent with copyright owners. A
Moral e, Welfare and Recreation activity cannot establish an earth
station/satellite dish system w t hout establishing program
provi der service agreenents. To do otherw se is signal piracy
and copyright infringenent which is punishable under the Cable
Communi cations Policy Act of 1984. Conmands should consult with
NBS to receive satellite services and negoti ate agreenents.

9. Anusenent Gane Machines. Anusenent gane machi nes placed on
afl oat units shall be procured, controlled and operated as
prescri bed by reference (a) and applicable force/fleet conmmand
directives. Typically, the ship's store officer manages
anusenent gane machi nes.

10. Policies Regarding Special Expenditures on Behal f of
Participating Units. The primary purpose of the ship’'s
recreation fund is to provide shipboard recreation prograns that
benefit the crew as a whole. Progranms with the npst

partici pation should receive the nost enphasis. Funds will be

al l ocated for the schedul ed repl acenent of recreation equi pnent
and for providing basic shipboard recreation progranms. Wen the
needs of the ship’s recreation program have been net, Fund

Adm ni strators may all ocate special expenditures supporting
participating units wthin the conmand. The term "participating
uni ts" enconpasses subdivisions of the ship s conpany (such as a
division or a departnent), nobile units, aviation squadrons and
enbarked units. Special expenditures for activities or events
whi ch woul d benefit participating units my be recomended to the
Fund Adm nistrator by the Recreation Commttee, Council, or Board
based on the availability of funds wi thin previously approved
budget |evels. Care should be exercised to ensure that a

di sproportionate share of recreation fund nonies is not spent
solely for the support of divisional parties and picnics.

a. The various fleet commanders, type commanders and Mari ne
Cor ps commanders address the support of enbarked conmands.
Mobile units, aircraft squadrons and enbarked staffs nmay be
categorized as participating units. Reference (a) states that
such units are eligible for such support only for the period in
which they are participating menbers of the recreation fund. No
unit may participate in nore than one recreation fund at any
gi ven tine.

b. Purchase orders will be used to procure goods and
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services on behalf of participating units. Petty cash may be
used to rei nburse authorized expenses approved in advance by the
Fund Adm nistrator. Advance paynents on behalf of participating
units are not authorized.

c. Fund admnistrators may permt funds allocated to
participating units to accrue during each fiscal year.
Ordinarily, unexpended bal ances of such accrued allocations
cannot be carried over to succeeding fiscal years. However, Fund
Adm ni strators may allow participating units to carry over
accrued funds in view of operational commtnents which preclude
the pursuit of |eisure activities.

d. Cogni zant fleet commanders, type comranders, and Mari ne
Cor ps commanders may aut horize the transfer of unused all ocations
in the case of disenbarking nobile units, aircraft squadrons and
enbarked staffs. In these cases, the anmpbunt of funds to be
transferred will not exceed the rate of $1.50 per person per
quarter.
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Disposition of Unserviceable NAF Property Encl (3) para. 15
Disposition of Excess NAF Property Encl (3) para. 16
Duties:
Recreation Services Officer Encl (1) para. 3.b
Fund Custodian Encl (1) para. 3.c
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E

Establishment of a Ship”’s Recreation Fund

(Also see Financial Management) Encl (2) para. 3
Embarked Commands/Units/ Staftts/Marines(Also see

COMNAVSURFPACINST 7010.1B/FMFPACO 1710.18A) Encl _(4) para. 10
rExcess NAF Property, Disposition of Encl (3) para. 16
F:

[FOTCZFSCIT ENCT (2) para. 11
[Financial Management Encl (2)

Definitions Encl (2) para. 2.a-T |
stablishment o ip°s Recreation Fund nc para.
1sestablishment ol a 1D S Recreation Fun nc ara.

[Financial 5Ianning Encl (2) para. 8

[Financial Statement Encl (2) para. 23.a

| Firearms Management Encl (3) para. 23

| Fitness Equipment (NPC-65 O&MN Funds) Encl (2) para. 5.0(7)

Fleet Recreation Coordinator Encl (1) Appendix B

Forms required Page 3 para. 6
Property Forms Encl (3) para. 13

Funding Sources Encl (2) para. 5.a-b

Funds, Prohibited uses of NAF

Encl (4) para 5 |

[ Decomissionings Encl (4) para 5.b
I Activation ol new command Encl (4) para. 5.0
Donations Encl (4) para. 5.a |
Encl (4) para. 5.

Payment Tor work by USN Personnel

Encl (4) para. o.e-g |

Flowers_ Encl_(4) para. 5.m
Social Events Encl (4) para. 5.p
Gifts Encl (4) para. 5.m

Vilitary cducation programs

Encl (2) para. b.1

Fund Raising Guidelines

Encl (2) Appendix B

G

}*

| Inspections (Command)

Encl (2) para. 26 |

Inventories Encl (3) para. 14

Insurance Encl (3) Appendix A
Para. 8

Internal Controls Encl (3) para. 3

J

K
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L

[ Local MWR Departments

Encl (1) para. 6

M

N

|Navx Sgorts Program Encl (1 ara. 8.a-b
[Nonappropriated Fund Procurement nc para.

Nonappropriated Fund Instrumentality

Encl (2) para. 2.d

O

Ombudsman Expenses (APF) Encl (4) para. 2 |
Operations and Net Worth Statement Encl (2 Para 22.b
[Organization (shipboard Recreation) encl (1) para 4.a-e

P

Petty Cash Encl ( 2 para. 13
Policies Regarding Specral Expendrtures on
Behalf of Participating Units (Also see
COMNAVSURFPACINST 7010.1B/FMFPACO 1710.18A) Encl (4) para. 10
Port Directory (publication) Encl (1) para. 6.T
Private Organizations Encl (1) para. 6.d
Programming Shipboard Recreation Encl (1) para. 5.a-h |
[Procurement EncT (2) Appendix C |
Section D
Procurement and Property Management Encl (3)
Prompt Payment Encl (2) para 23.b
PToreT Ty (NonexpendanTe and TXoenaanTe) e SSEIRIEe
Section E.1-4
Encl (3) para. 11 |
Property:
Forms Encl (3) para. 13
Tags Encl (3) para. 12
Inventories Encl (3) para. 14
Disposal Encl (3) para. 15
Encl (2) Appendix A
Para. 3.a-f
| Excess (Disposal or Redistribution) Encl (3) para. 16
R
Receipt and Expenditure Record Encl (2) para. 22.a

|Record Disposal

Encl (2) para. 24 |

Recreation Board Enc 1) para. 4.b.2
[Recreation Committee Encl (1) para. 4.a
| Recreation Council Encl (1) para. 4.b
[ Recreation Fund Encl (2) para. 2.a |
3-4

Encl (2) para.
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[Recreation Fund Firearms Encl (3) para. 23

Recreation Services Officer Encl (1) para. 3.b

Resale Operation Encl (2) para. 2.e

[ReESponsibiTities of:
CNO Encl (1) para. l.a
Fleet Commanders Encl (1) para. 1.b
Immediate Superior in Command (ISIC) Encl (1) para. 1.c
Commanding Officers/Fund Administrators Encl (1) para. 1.d
Fleet Recreation Coordinator (FRC) Encl (1) para. 1.e

S

Satellite and Cable TV Encl (4) para. 8

Ships Construction, Navy (SCN) Encl (2) para. o.b.6

Sound and Video Recordings (Copyrighted) Encl (4) para. 7

Special Tnterest Groups Encl (1) para. 6.C

[Standards of conauct Encl (3) para. 2 |

Sponsorship Encl (2) para. 6

atement o Operations and Net wor Encl (2) para. 2Z.b

Successor 1n Interest eEncl (2) para. 12

1_

| Taxes Encl (2) para. 7.a-c

Tax Exemption Certificate Encl (2) para. 7.b

| Training Encl (1) para. 2

U

[ Unit Allocations Encl (2) para. 5

Vv

[Vehicle Administration Encl (3) Appendix A

| Video Game Machines Encl (4) para. 9

W

X

Y

Z
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