DEPARTMENT OF THE NAVY
BUREAU OF NAVAL PERSONNEL
5720 INTEGRITY DRIVE

MILLINGTON TN 38055-0000
IN REPLY REFER TO

BUPERSI NST 7510. 2A
PERS- 656
2 Jun 2003

BUPERS | NSTRUCTI ON 7510. 2A

From Chief of Naval Personnel
To: All Ships and Stations (less Marine Corps field
addr essees not havi ng Navy personnel attached)

Subj: LOCAL COWMAND FI SCAL OVERSI GHT AND REVI EW CF MORALE,
VELFARE, AND RECREATI ON ( MAR) NONAPPROPRI ATED FUND ( NAF)
FACI LI TY PRQIECTS

Ref:  (a) OPNAVINST 1700.7D
(b) SECNAVI NST 5200. 35D
(c) SECNAVI NST 7510. 7E
(d) OPNAVI NST 11000. 8H
(e) DOD 5500.7-R of 30 Aug 93 (NOTAL)
(f) BUPERSI NST 7510. 1B
(g) BUPERSI NST 7043. 1B

Encl: (1) Fiscal Oversight and Review of Mrale, Wlfare
and Recreation (MAR) Nonappropriated Fund (NAF)
Facility Projects
(2) Standards of Conduct and Government Ethics
Sanpl e Statenent of Conpliance

1. Purpose. To provide local activities with a program for
fiscal oversight and review of nonappropriated fund (NAF)

di sbursenents by any Morale, Wl fare and Recreation (MAR)
Nonappropri ated Fund Instrunmentality (NAFI) for MAR projects not
whol | y adm ni stered by the Naval Facilities Engi neering Command
( NAVFACENGCOM), Engineering Field Division (EFD), Engineering
Field Detachnment/Activity, area Public Wrks Ofice (PW) or
aut hori zed agent, which are acconplished using |ocal in-house
wor k forces, Naval Construction Forces (NCF) or a conbi nation
thereof. References (a) through (g) pertain. This instruction
is a conplete revision and should be reviewed in its entirety.

2. Cancel | ati on. BUPERSI NST 7510. 2.

3. Policy. This instruction does not apply to MAR projects
funded wth appropriated funds (APF). Fiscal oversight and
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review of all NAF facility projects, as defined above, shall be
conducted foll owi ng the guidance provided in enclosure (1),

4. Information. Reference (a) designated the Chief of Naval
Per sonnel (CHNAVPERS) as the Program Manager for Navy MAR
prograns with the responsibility for establishing and issuing
procedures for fiscal oversight and review of | ocal
comand- adm ni stered MAR NAF facility inprovenents. Navy

Per sonnel Conmand ( NAVPERSCOM), Morale, Wl fare and Recreation
Di vision (PERS-65) functions in this capacity for Navy MAR
facilities.

5. Action

a. A post-audit/review of each applicable centrally-or
| ocal | y-funded NAF facility project and all disbursenents nust
be conpleted within 90 days after receipt of the "final billing"
with copies to the chain of command and NAVPERSCOM ( PERS- 656) .
This is required for NAF facility projects acconplished by the
MAR departnent or other authorized in-house organizational
el enent. Post-audit/review reports for |ocally/chain of comand
NAF- f unded projects and activity-nmanaged NAF projects should be
forwarded to the chai n-of-command | evel, which approved the
expenditure of funds. Reporting procedures should conformto
reference (a) and the suppl enmentary gui dance provided in
encl osure (1).

b. Commanding officers (CGs) shall

(1) ensure enclosure (1) is available to all personnel
assigned to performlocal fiscal oversight and reviews of al
MAR NAF facility projects defined in paragraph 1

(2) ensure that all applicable MAR NAF facility projects
for their activities are reviewed, audited/ evaluated follow ng
t he gui dance provided in enclosure (1).

(3) use civilian or mlitary personnel trained in
conducting fiscal oversight and reviews of NAF facility projects.
Fi scal oversight and nmanagenent control reviews may be conpleted
using local internal audit, command eval uation and review, or
ot her conparable staff; contracting with certified public
accountants; using a separate audit board; or performng
managenent control reviews as discussed in references (b) and |(c).

(4) use APF/personnel to support NAF facility project
audi ts, when considered necessary.
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(5) refer to reference (e) and enclosure (2) for
gui dance regardi ng standards of conduct, ethics, post-governnent
enpl oynent and related matters required of all Departnment of the
Navy (DON) personnel. CGOs should ensure conpliance by all key
MAR managers, and enpl oyees, particularly those directly
involved in project adm nistration, contracting, procurenent,
and fund di sbursenent process, and personally conplete a
conpl i ance st atenent.

6. Form and Report

a. OGE 450 (4/99), Executive Branch Confidential Financial
Di scl osure Report, can be obtained on line at website
http://ww. di or.whs. m | /1 CDHOVE/ FORNVS. HTM

b. The reporting requirenents contained in paragraph 5 are
exenpt fromreports control per SECNAVI NST 5214. 2B.

T oackaaesk

S. J. TOVASZESK
Rear Admral, U S. Navy
Deputy Chi ef of Naval Personnel

Di stribution:
SNDL Parts 1 and 2


http://www.dior.whs.mil/ICDHOME/FORMS.HTM
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FI SCAL OVERSI GHT AND REVI EW OF
MORALE, WELFARE, AND RECREATI ON ( MAR)
NONAPPROPRI ATED FUND ( NAF) FACI LI TY PROQIECTS

| NTRODUCTI ON

1. Purpose. To provide guidance to |ocal activities in the
performance of fiscal oversight and post-audit reviews
(hereafter called reviews) of MAR NAF facility projects, as
defined in paragraph 2 below and as stated in paragraph 5c(2) of
reference |(a)l.

2. Application. This instruction is applicable to MAR projects
whi ch are acconplished using in-house work forces, NCFs, or a
conbi nation thereof and supported with NAFs which are not wholly
adm ni st ered by NAVFACENGCOM EFDs, PWOs, or authorized agent.

It includes review of both facility construction and the
procurenent of project materials and equi pnment. Section 5 of
enclosure (1) to reference (g)| al so contains a program for
review ng the NAF contracting, procurenent, and di sbursenents
process.

3. Objectives. For each authorized NAF facility project, |ocal
managenent nust be provided an i ndependent, unbi ased revi ew and
constructive evaluation of the effectiveness and efficiency of
fiscal responsibilities applicable to NAF facility initiatives.
Specific objectives are to

a. verify the adequacy of the NAF financial controls being
applied; provide an effective assessnent/eval uati on of cost
overruns; ensure expenditures were applicable to the approved
project; ensure all charges have been properly docunented and
pai d; and any excess funds were returned to NAVPERSCOM
(PERS-65), major claimant, or CO fund, as applicable.

b. wverify that final billing has been submtted to the
sponsoring |l evel of command and notification of paynent and
proj ect conpletion informati on was provided to the | evel of
command approvi ng the project execution.

c. verify that contractor/vendor/|ocal command/in-house
work force(s) conplied with the conditions and specifications of
the project, work order(s)/contract(s) supporting the NAF
project initiative with validated docunentation for deviations.

Encl osure (1)



BUPERSI NST 7510. 2A
2 Jun 2003

d. verify that any alterations or changes to the contract
provi si ons were evidenced as properly executed contract
nodi fications.

4. Standards of Conduct. At the outset of each authorized
project, all people involved in project execution and

di sbursenents should be rem nded that, even if not specifically
required to submt a OGE 450, Executive Branch Confidenti al

Fi nanci al Di scl osure Report, they should inmmediately inform

t heir supervisors of any instances in which they have a
financial interest in a business entity relative to which they
are to exercise their judgenent in performng official duties in
the course of the review being initiated. 1In any instance where
a person participating in a NAF facility project review has a
financial interest, including stock or bond investnent in a
contractor under review, the supervisor after consultation with
the command’ s ethics official should determ ne the extent of

t hat invol vemrent and whether or not the person should be
continued on the assignnent.

Section 1. Contract Award

1.1. Background

a. Authorization for centrally NAF funded MAR facility
projects is provided by NAVPERSCOM ( PERS-65). The authorization
letter states that projects not adm nistered by NAVFACENGCOM
EFD, or authorized PWO nust be reviewed (or post-audited)

i mredi ately upon receipt of final billing. The reviewis to be
made by the local internal audit, comrand eval uati on, audit
board, or other conparable staff. The results nust be reported
to, and approved by, the local CO Echelon TWO command and
forwarded to NAVPERSCOM ( PERS-65). This fiscal oversight and
review program applies to NAF facility projects or segnents

t hereof, including collateral equipnment, not wholly adm nistered
by NAVFACENGCOM EFD, PWO or other authorized agent.

b. These projects may be constructed by other than
NAVFACENGCOM EFD or a PWD. They may be constructed by NCFs or
a NAF activity using its own | abor and equi pnent. Projects may
al so be acconplished using both conmercial contractors and
i n-house work forces; however, reference (g) addresses the
procurenent policy for NAF activities under the cogni zance of
NAVPERSCOM ( PERS- 65) and requires all construction contracts in
excess of $2,000 (other than those awarded by NAVPERSCOM
(PERS-65) or their designated NAF agent) to be adm ni stered by

2 Encl osure (1)
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NAVFACENGCOM desi gnated contracting officers per Navy facility
acqui sition directives/regul ati ons.

c. NAF contracting officers do not have warrant authority
(e.g., sign construction contracts) for construction/repair
contracts in excess of $2,000. Projects shall not exceed the
dollar Iimt stated in the approval /authorization letter. Firm
fixed price contracts are the preferred nmethod of contracting.

Section 2. Contract Adm nistration

2.1. Progress and Quality. Reviewers nust rely on progress and
final inspections by the contracting officers or their
representative to insure that the facility and equi prment neet
the contract specifications. |Inspections are evidenced by a

| ocal |y designed "punch list" or report, which is given to the
contractor for use in correcting deficiencies. Deficiencies
shoul d be corrected in a tinely manner. Failure to do so nay be
cause for an adjustnent in the contract price or contract

term nati on.

2.1.1. Steps for Review of Contract Progress and Quality

Remar ks or
Wor k Paper
(WP) Reference

a. Reviewthe contracting officer's
i nspection reports. Was the facility/
built-in and col | ateral equi pnent
visually inspected, tested, neasured
by the contracting officer or
representative?

b. How was the contractor advi sed of
defects? Did the contractor correct
the defects in a tinely manner, or
grant a price adjustnment?

3 Encl osure (1)
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Remar ks or
WP Reference

c. Didthe contractor provide a warranty?
Have warranty cl ai ns been sati sfied?

2.2. Subcontracting. A contract may allow a contractor to
subcontract specified parts of a contract. The contractor is
responsi bl e for the subcontractor's work, and the command’s
contracting officer (i.e., Staff Cvil Engi neer, Resident

O ficer in Charge of Construction (RO CC), or Contracting
Oficer’'s Representative (COR)) is responsible for inspecting
and accepting that work. Any deficiency nust be directed to the
appropriate conmand facility/contracting representative outlined
above.

2.3. Financial Controls. The NAF facility project

aut horization letter contains the project dollar Iimt, as
approved by the cognizant |evel (s) of command. The contract
specifies the fixed cost and any progress paynents. The
contractor's invoices are exam ned to determ ne whether the
anounts invoiced are per the contract. The anounts paid nust be
supported by inspection reports, and should be per the contract
and paynment certifications. For NAVPERSCOM ( PERS-65) centrally
funded NAF projects, a final bill nust be submtted to
NAVPERSCOM ( PERS- 65) which states the total project cost,
conpletion date, that all applicable charges have been paid, and
desi gnates any nonies to be returned to the NAVPERSCOM MAR
Central Fund or Echel on TWO command, as applicabl e.

2.3.1. Steps for Review of Financial Controls

Remar ks or
WP Reference

a. Verify anount authorized, contract
amount s and progress paynents,
i nvoi ced anmounts and paynents
approved and made. Determ ne the
reason for any differences.

4 Encl osure (1)
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Conpare anmounts approved for paynment
to inspection reports. Wre any
anpunts to be retained to assure
performance? Was the paynent of
retai ned anounts aut horized and
justified by the contractor's
correction of deficiencies?

For projects procured with Central
NAF Funds verify whet her

(1) all bills applicable to the project
were subnmitted for reinbursenent.

(2) all reinbursenents were applicable
to the approved project.

(3) any billing adjustnments were passed
back to the sponsoring echel on of
command or NAVPERSCOM Cent r al
NAF unl ess ot herw se authorized in
writing.

(4) all funds not expended for the
project were transferred back to
t he NAVPERSCOM Central NAF or retained
as specified through witten
correspondence for the sponsoring
| evel of conmand.

(5) Al paynments and rei nbursenent
requests were processed pronptly
and were charged to the correct
asset or expense account.

For projects procured with a major
claimant's or other echelon command's
funds, determ ne whether excess funds
were returned to the mgjor claimnt,
or other proper disbursing authority
when applicabl e.

Remar ks or
WP Reference

Encl osure (1)
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2.4. Modifications and Change Orders

a. |If there is a change in the scope of a contract, or if
any built-in/collateral equipnment is to be nodified or is
different fromthat specified, a witten change order nust be
properly authorized and signed by both parties. A fixed price
contract cannot be nodified just because the contractor's cost
will exceed the estimte used to conpute the price. The reason
for each nodification nmust be justified, and nmust be in the
Government's best interest. Poorly docunented nodifications are
i ndicative of ineffective controls and enable waste and fraud to
occur.

b. An approved and docunmented contract nodification nust be
used to change the scope of a contract. Each nodification nust
be identified to a specific contractual specification, clause or
provi sion, or by supplenental agreenment by both parties.

2.4.1. Steps for Review of Contract Modifications

Remar ks or
WP Reference

a. Reviewthe contracting officer's
file to determ ne whet her the
nmodi fications are identified to
a contract specification or
cl ause, are adequately justified,
and in the Governnent's best interest.

b. Verify the conputation of any
change in the contract price
or paynent terns.

2.5. Termnation and Settlenment. Construction contracts MJST
contain dispute and term nation clauses. D sputes can arise
when, in the NAF manager's or contracting officer's opinion, the
contractor's performance varies fromthe contract
specifications. The contracting officer should attenpt to
resolve the dispute. Failing to do this, the contracting

of ficer should decide the matter per the dispute and default
clauses of the contract. The default clause may include a

provi sion for |iquidated damages. The person assigned should
review the application of |iquidated damages when a contractor
defaults. Questions regarding the nmeanings or interpretation of
the contract should be referred to | egal counsel for opinion.
Term nation may be for the Governnent's conveni ence. The

6 Encl osure (1)
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term nation procedures described in paragraph 706 of reference
(g) are applicable.

2.5.1. Steps for Review of Invoked Term nati on and Settl enent
Cl auses

Remar ks or
WP Reference

a. |If the disputes and term nation
cl auses were i nvoked, ascertain
whet her the procedures used
conformto reference |(g). If not,
determ ne the reason

b. Verify any price adjustnents or
i qui dat ed damages resulting from
t he change or term nation of the
contract. ldentify and docunent
the reasons for any differences

Section 3. Collateral Equi pment/Property

3.1. Property Adm nistration. Non-expendable property
ordinarily retains its original identity, is not consuned, and
has a |ife expectancy of nore than 2 years. Furniture,
fixtures, equipnent and vehicles having a unit acquisition val ue
of $2,500 or nore, and buildings and facilities construction
costing $2,500 or nore shall be recorded on the activity's |ocal
property and depreciation records and in the general |edger, as
specified in pages C54 to CG65 of the Recreation and Mess
Centralized Accounting System (RAMCAS) User Handbook.

Addi tionally, renovation and construction projects funded from
t he MAR/ Navy Exchange (NEX) Board OF Directors (BOD) Trust Fund
or Navy MAR NAF Central Fund shall be recorded on the station's
pl ant property account and depreci ated per pages C-63 to C 65 of
t he RAMCAS User Handbook.

3.1.1. Steps for Review of Non-expendabl e Property Associ at ed
wi th Contract

Remar ks or
W P Reference

a. Verify the conpleted construction/
col | ateral equipnent to the
property and depreciation records

7 Encl osure (1)
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and general | edger.

Ascertain that the asset is recorded

as required by RAMCAS at its acquisition
cost and accurately depreciat ed.

Record any di screpancy and docunent the
reason.

For projects procured with Central

NAF det er m ne whet her the procured

equi pnent conforns with the collatera

equi pnent |ist approved by

NAVPERSCOM ( PERS- 65) and is | ocated

inthe facility for which it was purchased.

Verify whet her expendable itens
purchased as part of each NAF facility
project were charged to the proper
expense or prepaid account.

Verify central depreciation expense
and accunul ated depreciation is
posted to the proper RAMCAS accounts
wher e appli cabl e.

8 Encl osure (1)
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REFERENCES

BUPERS RAMCAS USER HANDBOOK

BUPERSI NST 7043. 1B

BUPERSI NST 7510. 1B

DOD 5500. 7-R of Aug 93 (NOTAL)

Federal Acquisition Regul ation
(Part 36)

Federal Acquisition Regul ation

(Part 1, Subpart 1.6)

GAO GOVERNMENT AUDI TI NG
STANDARDS

NAVFAC P-68 of Dec 00

NAVSO P- 1000 Section 111
(Paragraph 075530 General)

OPNAVI NST 1700. 7D

OPNAVI NST 5000. 52A

Recreation and Mess
Centralized Accounting
Syst em (RAMCAS) User Handbook

Procurenment Policy for
Bureau of Naval Personnel
Nonappr opri ated Fund
Activities

Local Fiscal Oversight and
Revi ew of Nonappropri at ed
Fund I nstrunentalities

( NAFI s)

Joint Ethics Regul ation

Constructi on and Architect--
Engi neer Contracts

Car eer Devel opnent,
Contracting Authority, and
Responsibilities

St andards of Audit of
Government al Organi zati ons,
Programs, Activities and
Functions, by the Conptroller
General of the United States

NAVFAC Contracti ng Manua

Fi nanci al Managenent Policy
Manual

Responsibility for Morale,
Wl fare and Recreation (MAR)
Prograns in the Navy

Command Eval uati on Program

Encl osure (1)
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SECNAVI NST 5200. 35D

SECNAVI NST 7510. 7E
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REFERENCES ( CONTI NUED)

10

Self-Help Programin Support
of The Navy Real Property
Mai nt enance Program

Depart ment of the Navy
Managenent Control Program

Depart ment of the Navy
| nternal Audit

Encl osure (1)
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STANDARDS OF CONDUCT
AND GOVERNMENT ETHI CS

SAMPLE STATEMENT OF COVPLI ANCE

MVEMORANDUM FOR

Subj: STANDARDS COF CONDUCT FOR DEPARTMENT OF THE NAVY PERSONNEL

Ref:  (a) DOD 5500.7-R
(b) BUPERSI NST 7510. 2A

1. To maintain public confidence in the integrity of the
Department of the Navy, which is essential to the performance of
its mssion, | have reviewed reference (a) and am aware of the
foll ow ng standards of conduct:

a. | wll avoid any action, whether or not specifically
prohi bited, which mght result in or reasonably be expected to
create the appearance of

(1) using public office for private gain.

(2) giving preferential treatnent to any person or
entity.

(3) inpeding Governnent efficiency or econony.
(4) losing conplete i ndependence or inpartiality.

(5) making a Governnent decision outside official
channel s.

(6) adversely affecting the confidence of the public in
the integrity of the Governnent.

b. | amaware of the requirenent to not engage in any
activity or acquire or retain any financial interest, which
woul d result in a conflict between ny private interest and the
public interest of the United States related to nmy duties.

c. | will not engage in any activity that mght result in
or reasonably be expected to create the appearance of a conflict
of interest.

d. | amaware of the follow ng prohibitions against

Encl osure (2)
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(1) accepting gifts from prohibited sources.*

(2) using ny official position to influence any person
to provide any private benefit.

(3) using inside information to further a private gain.

(4) using ny rank, title, or position for conmerci al
pur poses.

(5) using outside enploynment or participation in any
activity that is inconpatible with ny duties or may bring
di scredit to the Navy.

(6) taking or using Government property or services for
ot her than officially approved purposes.

(7) giving gifts to ny superiors or accepting themfrom
my subordi nates.*

(8) conducting official business with persons whose
participation in the transaction would be in violation of |aw

*Consult reference (b), paragraph 5e for situations
considered falling outside this rule.

| attest, by ny signature, that I will bring any questionabl e
future decisions or actions that may place ne in violation of
the provisions of reference (a) to the attention of the proper
| egal authority or ethics counselor for prior review and proper
di sposi tion.

( Si gned)
(Position Title)

Copy to:
(Appropri ate Supervisor)

2 Encl osure (2)
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