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CFSC-FM-C                                                                                          24 Sep 01

MEMORANDUM FOR SEE DISTRIBUTION

SUBJECT:  Implementation of the Prepayment for Large Minor Construction Projects and Local Obligation for Nonappropriated Fund Major Construction Projects Program

1.  This is Nonappropriated Fund (NAF) Financial Management Memorandum 01–03.  Please distribute this memorandum to all MACOM and Installation Morale, Welfare, and Recreation (MWR) Fund managers, MWR fund division chiefs, and Central Accounting Offices (CAOs).

2.  The purpose of this memorandum is to provide the process for implementing the prepayment program and related financial management guidance.  This program is purely voluntary and effective immediately.  The Morale, Welfare and Recreation Working Group/ Executive Committee in their August/September, 2001 meetings, approved this program.

3.  This program allows the voluntary prepayment of large nonappropriated fund (NAF) capital purchases and minor construction (CPMC) projects and local obligations for NAF major construction (NAFMC) projects.  Most generally it will have its greatest applicability near the end of a fiscal year.  This may be because a project was started but it will not be completed or paid for in the same fiscal year.  Large CPMC projects are defined as those with a minimum cost of $200,000.   Prepayment funds will be held in an interest bearing sub-account of the Army, Morale Welfare Recreation Fund with distinct identification.  Once deposited, refunds will not be made unless the project is cancelled or financially closed with a remaining balance in the sub-account.  Interest earned will be paid directly to the normal MACOM/installation Army Banking and Investment Fund account.    

4.  Any prepayments will be considered as capital expenditure execution in the fiscal year the prepayment is made.  The prepayment may not cause the execution to exceed the net income before depreciation earned for that year per the guidance of the MWR Board of Directors.

5.  To use this program the following provides the requirements, procedures and financial management guidance:

      a.  Requirements:

           (1)  Project must have a signed contract.  For the Corps of Engineers fees, which are associated with the project, the current certification will be considered a contract for these fees.  For purposes of prepayment of NAFMC, once design is initiated the project may be considered totally under contract.

           (2)  Prepayment can be in any amount up to the value of the unpaid balance on the valid contract.

      b.  Procedures:

           (1)  For projects which are administered through this headquarters, both contractually and financially, a request for a funds transfer must be submitted to this headquarters, ATTN:  CFSC-FM-C.  Request must include project name and prepayment amount.

           (2)  For projects which are being administered locally, the request must also include a copy of the summary page from the signed contract and a statement of payments made to date.  As contractual payments become due, funds will be transferred from the sub-account back to the normal MACOM/installation Army Banking and Investment Fund account.  Requests must be accompanied by a copy of the contractual invoice and submitted to this headquarters, ATTN: CFSC-FM-C.  In addition, for contracts and subsequent invoices payable in a foreign currency, the projected exchange rate should be noted.    

           (3)  Prepayment funds must be used first when payments become due whether the project is locally administered or administered through this headquarters.

       c.  Financial Management Guidance:

            (1)  Budget Guidance: 

            (a)  Since this program is being implemented near to the end of FY 01 there is no need to revise the FY 01 budget if prepayment is planned prior to end of FY 01.  For FY 02 it may be necessary to revise the budgets for any projects which may not be currently projected to be financially completed within the fiscal year and it is determined that a prepayment request may be made.  Revision would require adjustments to the cash payment timelines in the CPMC or major construction budgets, as applicable.
            (b)  Prepayments should be included in the capital expenditure reconciliation report in the period that they occur.

            (2)  Accounting Guidance:

            (a)  At the time of prepayment the accounting office will credit general ledger account code (GLAC) 101/111 (cash accounts) and debit GLAC 196 (local payments for NAF  construction).  This accounting treatment will be the same for projects whether administered locally or by this headquarters.

            (b)  As contractual payments are made for  CPMC projects administered by this headquarters the accounting office will be notified of payments made and provided the necessary information as to whether these payments were made from the prepayment funds or directly from the installation/MACOM bank account.  Upon receiving this information the central accounting office will credit GLAC 196 and debit GLAC 179 (minor construction in progress) for the value of payments made from the prepayment account.  Any other payments made will be recorded using the previously established accounting transactions as provided in DODI 7000.14-R.

          (c)  For CPMC projects administered locally, funds will be transferred back to the installation/MACOM bank account (see paragraph 5b2 above) and the applicable accounting office will receive notification from this headquarters of the transfer.  They will then credit GLAC 196 and debit GLAC 101/111 for the value of the cash transfer.  Payments made to the contractor will be recorded using the previously established accounting transactions as provided in DODI 7000.14-R.

          (d)  For major construction projects, the value of prepayments will remain in GLAC 196 until notification is provided from this headquarters that beneficial occupancy has occurred.  This notification will also contain all necessary accounting transactions.  

6.  This memorandum has been coordinated with DFAS-AUCB/IO.  Point of contact (POC) for financial management is Mrs. Christine A. French, DSN 761-7298, commercial (703) 681-7298.  The POC for accounting guidance is Mr. Charles Thompson, DSN 699-3119, commercial (317) 510-3119.

FOR THE COMMANDER:

                                                                                  /Signed/     
                                                                          JEFFREY R. DALBEY

                                                                          Chief Financial Management Officer
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