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BUPERS INSTRUCTION 7040.14A 
 
From:  Chief of Naval Personnel 
 
Subj:  RECORDING AND FUNDING OF REQUIRED LOCAL NATIONAL 
       (LN) MORALE, WELFARE AND RECREATION (MWR) AND 
       VISITORS QUARTERS (VQ) FUNDS OPERATING OVERSEAS 
 
Ref:   (a) DOD 7000.14-R, Volume 13 of Aug 94 
       (b) Recreation and Mess Centralized Accounting  
           System (RAMCAS) User Handbook 
 
1.  Purpose.  To issue policy and procedures on financing of 
annual leave, separation payments and other accrued benefits for 
local national (LN) nonappropriated fund (NAF) employees.  This 
instruction is a complete revision and should be reviewed in its 
entirety. 
 
2.  Cancellation.  BUPERSINST 7040.14. 
 
3.  Scope.  These policies apply to overseas Morale, Welfare and 
Recreation (MWR) and Visitors Quarters (VQs) Nonappropriated 
Fund Instrumentalities (NAFIs) that use the Recreation and Mess 
Centralized Accounting System (RAMCAS) where local national 
employees are entitled to severance pay, retirement pay and 
other benefits. 
 
4.  Background.  Reference (a) requires NAFs be set aside to 
meet direct payments to employees for annual leave, separation 
and other benefits when they come due.  Failure to record such 
liabilities misrepresents the financial condition of the 
activity and could lead to a lack of cash when payment of funds 
is needed  
 
5.  Information.  Restricting cash for LN retirement and 
severance pay is a form of self-insurance against eventual 
requirements for cash payments to defray liabilities. 
 
6.  Action.  Commanding officers (COs) operating MWR and VQ 
funds at overseas locations shall ensure 
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    a.  one hundred percent of the liability for LN annual leave 
(Account No. 00-212-00), retirement and severance pay benefits 
(Account No. 00-281-00) and other types of employees’ benefits, 
as may be required by local conditions or status of forces 
agreement, are reflected on the MWR and VQ NAF balance sheets. 
 
        (1) Revisions to these liability accounts will be made 
based on changing conditions (e.g., grade or step increases, 
across the board pay increases) through monthly charges against 
operations. 
 
        (2) At the end of each month, these liability accounts 
will be adjusted to reflect any significant changes in the 
foreign currency exchange rate.  This entails applying the 
exchange rate at the end of the month to the liabilities.  A 
General Journal Voucher (GJV) debiting or crediting the 
applicable operating expense account and debiting or crediting 
the applicable liability and cash accounts must be prepared to 
record these changes. 
 
        (3) The actual amount of the liability will be validated 
at least semi-annually by the local fund.  Subsidiary records 
substantiating the liability shall be maintained by the fund for 
management and audit review. 
 
    b.  seventy-five percent of the liability for Long Term 
Retirement and Severance Pay Allowance (Account No. 00-281-00) 
will be recorded to Restricted Cash-Local Nationals (Account No. 
00-103-00).  However, 100 percent of the liability will be 
restricted at least 1 year prior to base closure so adequate 
local funds are available to pay off this obligation. 
 
        (1) This entry will be accomplished on a GJV by debiting 
Restricted Cash – Local Nationals (Account No. 00-103-00) and 
crediting Central Bank Account (Account No. 00-101-00). 
 
        (2) Adjustments to the Restricted Cash Account will be 
necessary whenever a change occurs in the LN retirement and 
severance pay liability.  Entries adding or subtracting from the 
Restricted Cash Account will be made per reference (b).  It is 
the responsibility of each command to ensure that the restricted 
cash amount does not fall below the 75 percent requirement (and 
100 percent at least 1 year prior to base closure) to ensure  
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that the activity continues to maintain solvency (ratio of cash 
plus receivables minus restricted cash to current liabilities of 
at least 1:1). 
 
 
 
 
 
        S. J. TOMASZESKI 
        Rear Admiral, U.S. Navy 
        Deputy Chief of Naval Personnel 
 
Distribution: 
SNDL  23A2    (NAVAL FORCE COMMANDERS, PAC) 
      42A3    (COMFAIRMED NAPLES IT) 
      E7A     (NAVAUDSVC WASHINGTON DC) 
      FA5     (CBC GULFPORT MS) 
      FA6     (AIR STATION, LANT) 
      FA7     (STATION, LANT) 
      FA10    (SUBMARINE BASE, LANT) 
      FA14    (NAVSUPPACT MECHANICSBURG PA) 
      FA15    (JMF ST MAWGAN UK) 
      FA18    (NAVPHIBASE LITTLE CREEK VA) 
      FA24    (NAVY REGION, LANT) 
      FA27    (WEAPONS STATION, LANT) 
      FA47    (HOSPITAL/MEDICAL CENTER, LANT) 
      FB5     (NAVMARIANAS SUPPACT GU) 
      FB6     (AIR FACILITY, PAC) 
      FB7     (AIR STATION, PAC) 
      FB10    (STATION, PAC) 
      FB14    (NAVWPNSTA SEAL BEACH CA) 
      FB15    (NAVBASE VENTURA COUNTY POINT MUGU CA) 
      FB28    (NAVY REGION, PAC) 
      FB34    (FLEET ACTIVITIES) 
      FB42    (NAVREGCONTCEN SINGAPORE) 
      FB44    (PACMISRANFAC HAWAREA BARKING SANDS HI) 
      FB48    (NAVSUPPFAC DIEGO GARCIA) 
      FB58    (NAVMEDCEN SAN DIEGO CA) 
      FC3     (COMNAVACT LONDON UK) 
      FC5     (SUPPORT ACTIVITY, EUR) 
      FC7     (NAVSTA ROTA SP) 
      FC14    (NAS SIGONELLA IT) 
      FE1     (COMNAVSECGRU (N4QOL)) 
      FE4     (SECURITY GROUP ACTIVITY) 
      FF32A   (NAVSUPPACT MID SOUTH MILLINGTON TN) 
      FF38A   (NAVSTA ANNAPOLIS MD) 
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Distribution:  (Cont'd) 
      FF42    (NAVPGSCOL MONTEREY CA) 
      FF43    (NAVADMINCOM NORFOLK VA) 
      FH1     (BUMED WASHINGTON DC (MED 3441)) 
      FJA3    (COMNAVPERSCOM MILLINGTON TN) 
      FJA11   (NAVJNTSERVACT NS TOKYO JA) 
      FKA1A   (COMNAVAIRSYSCOM (AIR 8.OY5)) 
      FKA8F1  (NAVORDTESTU CAPE CANAVERAL FL) 
      FKM14   (NAVICP MECHANICSBURG PA) 
      FKP4A   (NAVSURFWARCEN COASTSYSTSTA PANAMA CITY FL) 
      FKP4E   (SURFACE WARFARE CENTER DIVISIONS) 
      FKP7    (SHIPYARD) 
      FKR1A   (NAS PATUXENT RIVER MD) 
      FKR6C   (NAVAIRWPNSTA CHINA LAKE CA) 
      FKR7A   (NAVAIRENGSTA LAKEHURST NJ) 
      FM2     (NAVSUPPACT BAHRAIN) 
      FR3     (AIR STATION, RESFOR) 
      FR15    (NAVSUPPACT NEW ORLEANS LA) 
      FT1     (CNET PENSACOLA FL (N43)) 
      FT6     (AIR STATION, CNET) 
      FT22    (FCTCLANT VIRGINIA BEACH VA) 
      FT31    (NTC GREAT LAKES IL) 
      FT39    (NAVTECHTRACEN PENSACOLA FL) 
      FT55    (NAVSCSOL ATHENS GA) 
      FW1     (NATNAVMEDCEN BETHESDA MD) 
      FW6     (NAVSUPPACT WASHINGTON DC) 
      KA1G    (COMNAVSEASYSCOM (01K)) 
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