DEPARTMENT OF THE NAVY
BUREAU OF NAVAL PERSONNEL
5720 INTEGRITY DRIVE
MILLINGTON TN 38055-0000

IN REPLY REFER TO

BUPERSI NST 7040. 14A
PERS- 652

12 Mar 2003

BUPERS | NSTRUCTI ON 7040. 14A

From Chi ef of Naval Personnel

Subj : RECORDI NG AND FUNDI NG OF REQUI RED LOCAL NATI ONAL
(LN) MORALE, WELFARE AND RECREATI ON ( MAR) AND
VI SI TORS QUARTERS (VQ FUNDS OPERATI NG OVERSEAS

Ref : (a) DOD 7000. 14-R, Vol une 13 of Aug 94
(b) Recreation and Mess Centralized Accounting
Syst em ( RAMCAS) User Handbook

1. Purpose. To issue policy and procedures on financing of
annual | eave, separation paynents and ot her accrued benefits for
| ocal national (LN) nonappropriated fund (NAF) enployees. This
instruction is a conplete revision and should be reviewed inits
entirety.

2. Cancellation. BUPERSINST 7040. 14.

3. Scope. These policies apply to overseas Mrale, Wl fare and
Recreation (MAR) and Visitors Quarters (VQs) Nonappropriated
Fund Instrunentalities (NAFIs) that use the Recreation and Mess
Centralized Accounting System (RAMCAS) where | ocal nati onal
enpl oyees are entitled to severance pay, retirenment pay and

ot her benefits.

4. Background. Reference (a) requires NAFs be set aside to
meet direct paynments to enployees for annual | eave, separation
and ot her benefits when they conme due. Failure to record such
liabilities m srepresents the financial condition of the
activity and could lead to a | ack of cash when paynent of funds
i's needed

5. Information. Restricting cash for LN retirenent and
severance pay is a formof self-insurance agai nst eventua
requi renments for cash paynments to defray liabilities.

6. Action. Commanding officers (COs) operating MAR and VQ
funds at overseas | ocations shall ensure
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a. one hundred percent of the liability for LN annual |eave
(Account No. 00-212-00), retirenent and severance pay benefits
(Account No. 00-281-00) and other types of enployees’ benefits,
as may be required by local conditions or status of forces
agreenent, are reflected on the MAR and VQ NAF bal ance sheets.

(1) Revisions to these liability accounts will be nmade
based on changing conditions (e.g., grade or step increases,
across the board pay increases) through nonthly charges agai nst
operati ons.

(2) At the end of each nonth, 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 nonth to the liabilities. A
CGeneral Journal Voucher (GJV) debiting or crediting the
appl i cabl e operati ng expense account and debiting or crediting
the applicable liability and cash accounts nust be prepared to
record these changes.

(3) The actual amount of the liability will be validated
at | east sem -annually by the |local fund. Subsidiary records
substantiating the liability shall be naintained by the fund for
managenent and audit revi ew.

b. seventy-five percent of the liability for Long Term
Retirement and Severance Pay All owance (Account No. 00-281-00)
will be recorded to Restricted Cash-Local Nationals (Account No.
00-103-00). However, 100 percent of the liability wll be
restricted at least 1 year prior to base closure so adequate
| ocal funds are available to pay off this obligation.

(1) This entry will be acconplished 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) Adjustnents to the Restricted Cash Account wi Il be
necessary whenever a change occurs in the LN retirenent and
severance pay liability. Entries adding or subtracting fromthe
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 requirenent (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
pl us receivables mnus restricted cash to current liabilities of

at | east
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I okcmaeske

S. J. TOVASZESKI
Rear Admral, U. S. Navy
Deputy Chief of Naval Personnel

(NAVAL FORCE COMMANDERS, PAC)

( COMFAI RVED NAPLES | T)

( NAVAUDSVC WASHI NGTON DC)

( CBC GULFPORT MBS)

(Al R STATI ON, LANT)

( STATI ON, LANT)

( SUBMARI NE BASE, LANT)

( NAVSUPPACT MECHANI CSBURG PA)
(JMF ST MAWGAN UK)

( NAVPHI BASE LI TTLE CREEK VA)
(NAVY REG ON, LANT)

( \EAPONS STATI ON, LANT)

( HOSPI TAL/ MEDI CAL CENTER, LANT)
( NAVMARI ANAS SUPPACT GU)

(AIR FACI LI TY, PAC)

(Al R STATION, PAQ)

( STATI ON, PAC)

( NAVAPNSTA SEAL BEACH CA)

( NAVBASE VENTURA COUNTY PO NT MUGU CA)
(NAVY REG ON, PAC)

( FLEET ACTI VI TI ES)

( NAVREGCONTCEN S| NGAPORE)

( PACM SRANFAC HAWAREA BARKI NG SANDS HI)
( NAVSUPPFAC DI EGO GARCI A)

( NAVMEDCEN SAN DI EGO CA)

( COMNAVACT LONDON UK)

( SUPPORT ACTI VI TY, EUR)

( NAVSTA ROTA SP)

(NAS S| GONELLA | T)

( COMNAVSECGRU ( N4QOL) )

( SECURI TY GROUP ACTI VI TY)

( NAVSUPPACT M D SOUTH M LLI NGTON TN)
( NAVSTA ANNAPOLI' S MD)



BUPERSI NST 7040. 14A
12 Mar 2003

Distribution: (Cont'd)
FF42 ( NAVPGSCOL MONTEREY CA)
FF43 ( NAVADM NCOM NORFOLK VA)
FH1 ( BUMED WASHI NGTON DC ( MED 3441))
FJA3 ( COWNAVPERSCOM M LLI NGTON TN)
FJA11l ( NAVINTSERVACT NS TOKYO JA)
FKA1A  ( COWAVAI RSYSCOM (Al R 8. OY5))
FKABF1 ( NAVORDTESTU CAPE CANAVERAL FL)
FKML4 ( NAVI CP MECHANI CSBURG PA)
FKP4A ( NAVSURFWARCEN COASTSYSTSTA PANAMA CITY FL)
FKP4E ( SURFACE WARFARE CENTER DI VI SI ONS)
FKP7 ( SHI PYARD)
FKR1IA  (NAS PATUXENT RI VER MD)
FKR6C ( NAVAI RWPNSTA CHI NA LAKE CA)
FKR7A ( NAVAI RENGSTA LAKEHURST NJ)

o\ % ( NAVSUPPACT BAHRAI N)

FR3 (Al R STATI ON, RESFOR)

FR15 ( NAVSUPPACT NEW ORLEANS LA)
FT1 (CNET PENSACOLA FL (N43))
FT6 (Al R STATI ON, CNET)

FT22 ( FCTCLANT VI RGI NI A BEACH VA)
FT31 (NTC GREAT LAKES IL)

FT39 ( NAVTECHTRACEN PENSACOLA FL)
FT55 ( NAVSCSOL ATHENS GA)

FW ( NATNAVMEDCEN BETHESDA MD)
FV\6 ( NAVSUPPACT WASHI NGTON DC)
KALG  ( COMNAVSEASYSCOM (01K))
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