DTIC FiLE COPY

111]
AIR COMMAND

STAFF COLLEGE DTIC

Approved for public releasd

lﬂSﬂU!UTKM!SHATEHENT.Ei!

Distribution Unlimited

>

FINANCIAL MANAGEMENT
OF
A GUIDE FOR COMMANDERS

|MAJOR ELVIN ROBERT TIBBETTS
‘F'L tgﬁ 8 into tomorrow

MORALE, WELFARE AND RECREATION:

—— STUDENT REPORT ———

-2535

§6-2535]

ELECTE
srAPR2 3186

B




b T 1w I WAL AT Wb CW AR T8 R M- cmy e W L AN LT e T & BT -rt-'lT

DISCLAIMER

The views and conclusions expressed in this

document are those of the author. They are

not intended and should not be thought to

represent official ideas, attitudes, or

policies of any agency of the United States .
Government. The author has not had special

access to official information or ideas and

has employed only open-source material !
available to any writer on this subject.

This document is the property of the United
States Government, It is available for
distribution to the general public. A loan
copy of the document may be obtained from the
Air University Interlibrary Loan Service
(AUL/LDEX, Maxwell AFB, Alabama, 36112) or the
Defense Technical Information Center. Request
must include the author's name and complete
title of the study.

This document may be reproduced for use in
other research reports or educational pursuits
contingent upon the following stipulations:

-~ Reproduction rights do not extend to
any copyrighted material that may be contained
in the research report.

~- All reproduced copies must contain the
followirg credit line: "Reprinted by
permission of the Air Command and Staff
College."

-~ All reproduced copies must contain the
name(s) of the report's author(s).

~- If format modification is necessary to

better serve the user's needs, adjustments may
be made to this report--this authorization
does not extend to copyrighted information or
material, The following statement must
accompany the modified document: "Adapted .
from Air Command and Staff Research Report

(number) entitled (title) by

(author) M

-- This notice must be included with any
reproduced or adapted portions of this
document.

W MRS ARR R L S ERAE A T Y IR L N A "".":“\"..'\"-.\'.\_‘.\\_\,\‘\}\
I X A ‘..-"E\' S-;--,--}.-_L A ISR AR AR A R Vo AT AS R ITAS AP
-_1 1 A A j 1-_;-_\ “' % " AR I S TR R S S N
£ dulw “}EH:’-:Z *' WJ O M\ .'i - : '




REPORT NUMBER 86-2535

TITLE FINANCIAL MANAGEMENT OF MORALE, WELFARE AND RECREATION:
A GUIDE FOR COMMANDERS

AUTHOR(S) MAJOR ELVIN ROBERT TIBBETTS, USAF
FACULTY ADVISOR MAJOR WILLIAM F. FURR, ACSC/EDCM

SPONSOR LT COL JOSEPH C. JUSTICE, LMDC/ESS DTlo

ELECTE
APR23%86 |
Submitted to the faculty in partial fulfillment of

requirements for graduation. B

AIR COMMAND AND STAFF COLLEGE
AIR UNIVERSITY
MAXWELL AFB, AL 36112

(ﬁmmunou STATEMENT K




* UNCLASSIFIED

SECURITY CLASSIFICATION OF THIS PAGE

REPORT DOCUMENTATION PAGE

s REPORY SW ION R € MARKINGS
/L
2e SECURITY CLASSIFICATION AUTHORITY 3. OISTRIBUTION/AVAILABILITY OF REPORT

wA®
SYATEMENT "A
2h OLCLASSIFICATION/DOWNGRADING SCHEDULE for public release
Distribution is unlimited.
4 PE monum&gamnon REPORT NUMBER(S) 5. MONITORING ORGANIZATION REPORT NUMUE R(S)

6a. NAME OF P GANIZATION b. OFFICE SYMBOL 7a. NAME OF MONITORING ORGANIZATION
ALSE7EDEE (1f opplicable)

6c. ADORESS (City, State and ZIP Code) 7b. ADDRESS (City, State and ZIP Code)

wI-

Maxwell AFB AL 36112-3542

Bs. NAME OF FUNDING/SPONSORING ]Ob OFFICE SYMBOL 9. PROCUREMENT INSTRUMENT IDENTIFICATION NUMBER

ORGANIZATION (11 applicabdle)

8¢c. ADORESS (City, State and ZIP Code) V 10. SOURCE OF FUNDING NOS.

PROGRAM PROJECT TASK WORK UNIT
ELEMENT NO. NO. NO. NQO.

"o .llrl(lud' Necurity Classification) 1

FINANCIAL MANAGEMENT OF MORALE,
12 PERSONAL OR(S .

fibbetts, Elvin R., Major, USAF
13e. TYPE OF REPORT 13b. TIME COVEREOD 14. DATE OF REPORAT (Yr., Mo., payl 16. PAGE COUNT

FROM T0 1986 Apl"ll

10 SUPPLEMENTARY NOTATION

ITEM 11: WELFARE AND RECREATION: A GUIDE FOR COMMANDERS

C_(l!‘;_A 11 CODES 18. SUBJECT YEAMS (Cuntinue on reverse if necessary and identify by block number)
GAQULP SUB. GR.

19 ABSTRACT (Continue on reverse if necessary and identify by block number)

\\SThis guide was developed for the Leadership and Management De-
velopment Center’s Base Commander’s Management Course. The guide
consolidates financial management information from a variety of
MWR publications and appraopriated fund support regulations. Also
included are generally accepted business ratios for financial
statement analysis. The information is then simplified and pre-
sented to help commanders (and other key non-MWR staff) answer
the three basic MWR financial management questions: income ques-
tions (how well are activities performing?); financial health
questions (can activities afford to pay their bills?); and,

} support questions (how much should appropriated funds provide?).
N The guide provides simply worded guidance in a single source.
r\\

20 DISTRIBUTION/AVAILABILITY OF ABSTRACT 21. ABSTRACT SECURITY CLASSIFICATION

UNCLASSIFIED/UNUMITED (] same as ret. (f] ovic users (O UNCLASSIFIED

220. NAME OF RESPONSIBLE INDIVIDUAL 22b. TELEPHONE NUMBER 722c OFFICE SYMBOL

Include Area Code
ACSC/EDCC Maxwell AFB AL 36112-5542 | 205 2932483

DD FORM 1473, 83 APR EOITION OF 1 JAN 73 IS OBSOLETE. _UNCLASSTFTER




i -

- PREFACE

& Commanders have important responsibilities in leading Mo-
E rale, Welfare and Recreation (MWR) programs. They must insure
3 a wide range of programs that support their base community,
carefully evaluating the cost of these programs in terms of fa-
cilities, equipment and manpower. They must know business con-
cepts, such as evaluating income and managing working capital.
Further, they must know how each MWR activity fits into the

"y overall mission and insure appraopriated fund support is pro-

ﬁ vided accordingly.

Commanders do all this while faced with growing pressure to

a reduce appropriated fund support and operate MWR on a more sel4
L7 sustaining basis. If they are good at managing the financial

? end of their MWR programs, th=y can maintain the high state of
ﬁ morale essential for the effectiveness of military personnel

e and their dependents. This, in turn, makes the difference be-

tween Just getting the Jdob done and getting it done well.

'5' But, it’s not easy to get at all the rules and guidelines

4 which affect MWR financial management. They are scattered in
,& dozens of regulations and less formal documents. This document
i consolidates these guidelines for easier access. It also lays

out simple business tools for financial management aof MWR.

I This document will be published by the Leadership and Man-
3 agement Development Center as a simply worded guide $faor the
" Base Commander = Management Course. In this way, the guide
{ will help commanders improve their MWR nragrams and allow them
: more time to focus on other challenges. The result will be

increased mission effectiveness.
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¢« He
Joined the Air Force in 1963 and served the next six years in
budget and finance. He attended Arizona State University under
the Airman’s Education and Commissioning Program, graduating
with a Bachelor of Science degree in Accounting in 1971. After
commissioning through Officer Training School, he served in a
variety of comptroller assignments at base and MAJCOM. During
this period, he was active in Morale, Welfare and Recreation
management, leading several special studies for commanders on
internal controls and evaluation of financial performance. From
1983 to 1985, he served as Chief, MWR Division at Yokota Air
Base, Japan. He is a certified public accountant and a member
of the American Institute of Certified Public Accountants.
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iy Chapter One

" .

W ‘ INTRODUCTION

X

ﬁe Morale, Welfare and Recreation (MWR) financial management

Qi is unnecessarily complicated for Air Force base commanders.

45 Guidelines for MWR financial operations, working capital man-
agement and appropriated fund support are spelled out in a

- variety of Air Force publications but are not consolidated for

;ﬁ ready access. The guidelines say most MWR activities must make

Wb a profit to sustain operations and generate working capital;

b some, however, must be subsidized by profit makers and/or ap-

?: propriated funds. Support guidelines also stipulate whether

¥ appropriated or nonappropriated funds (NAFs) can or should be

? used. These guidelines are spread throughout literally dozens

$ of publications.

a4

¢$ Commanders also face the lack of generally accepted busi-

3 ness Quidelines for MWR financial evaluation and decision

. making. Review of financial literature reveals useful tools

% for evaluating performance and financial health. Since MWR
activities operate in much the same way as private business

;4 concerns, it makes sense to use what’s there to simplify MWR

;; financial management. Although this guidance is available in

}; the private sector, little has been formalized for use in MWR

financial programs.

Enter the base commander, coming to MWR financial manage-
ment with heavy responsibilities and finding little construc-

?ﬂ tive guidance. Financial responsibilities for base commanders
L are twofold. They supervise establishment (investment) and

= operation (performance) of installation NAF instrumentalities.
; They must exercise these responsibilities while trying to pro-

vide balanced leisure time recreational programs to base mili-

3 tary and dependents. They must also cope with the myriad of
2 ' regulations and guidance which often raise more questions than
{1 they answear. Commanders need a simply worded financial deci-

sion Quide for MWR activities. They have recognized and ex-
pressed this need repeatedly.

(! This paper will summarize guidelines for MWR financial
2 health, operations and support. Generally accepted business
% guidelines will then be examined for appropriate MWR applica-
! tions. Finally, this information will be incorporated into a
W simply worded guide for commanders.
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% Chapter Two
Wl
A
GUIDELINES FOR MWR FINANCES

-y
)ﬁ_ Guidelines for MWR financial operations are contained in a l
gs} wide variety of publications, making it difficult to get at the
N necessary information. Over half of the 27 regulations and 10
g pamphlets covering MWR activities contain some financial gQuide-

lines (5:18,80,87,88). Major commands have supplemented these
0 Air Force publications and published their own regulations,
o newsletters and policy letters on MWR financial operations (18:
ﬁ. -=319:=--3201——321t -3 221 -=3231~-324:--),. The average base MWR
pY organization must look to about 40 different sources to make
'h sure they are following the spirit and intent of financial rules
(} and goals., This makes it hard for even the experts to keep up,
(;,(". let alone our new commanders.

The financial guidelines are hard to keep up with, but their
’ basic rationale is simple:

[to maintain]. . .the high morale and state of well-
" being essential for the effectiveness of its military

}A personnel, their dependents and eligible civilian per-
; sonnel. To do this, NAF sources give financial support
5% to programs and facilities for free-time recreational
i pursuits. . . .Depending on the nature of these pro-
) grams and facilities, some are wholly or predominately
gﬁ operated and maintained with funds appropriated by con-
{q gress while others are wholly or predominately operated
ﬁb and maintained with NAFs (emphasis added] (9:4).
)
EL: Depending on the nature of programs and facilities provided,
i there are different operating rules and profit—-generating goals
N for different NAF instrumentalities (NAFIs). While most NAFIs
i have different profit centers (and goals), the Central Base
ﬁ" Fund (CBF) is the most varied in activities offered and profit
&f goals. Some CEBF activities must produce income (golf, bowling,
L) arts and crafts, child care centers, etc.); others will absorb
- income (libraries, athletic programse, recreation centers, etc.)
F- (2155). These guidelines extend to eight categories of MWR ac-
:" tivities (8:104-105). This complicates NAF administration.
e
:gj But, there’s more. The Air Force has also established
:' guidelines for appropriated fund support to MWR programs. As
- previously implied, appropriated fund support is tied to mis-
Y sion support provided by MWR programs. For example, if an
] officers’ open mess is declared an essential feeding facility,
]
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they will be entitled to appropriated fund support for kitchen/
dining operations (B:102).

There are other examples of appropriated fund support being
tied to mission, but there are also growing pressures from Con-
gress to manage this support more effectively (4:-—-3261--),
This makes improved financial management for MWR even more im-
portant. By consolidating the various guidelines, we take a
noteworthy first step in the right direction. We need to go
further, though, and establish a framework for answering ques-
tions about MWR finances.
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;ii Chapter Three
i
"
QUESTIONS ABOUT MWR FINANCES
’i
oy We have shown it's not easy to keep up with MWR fimancial
i guidelines. To simplify and answer questions about these com-
> plicated rules and gQoals, we must have a framework for evalua-
’ tion. There are some recommended tools for evaluating perfor-
mance and working capital in general finance and accounting
Ry literature (12~--321--3 31--). We can merge this information
y with Air Force guidance on appropriated fund support to MWK
_Q activities.,. We can then make this consolidated information
ﬂ available in easy to understand terms for answering MWR finan-
B cial questions.
4
4 When working with MWR finances, it is helpful to understand
- how questions can be at least partially answered by informed
- examination of financial statements and/or regulations. We can
}5 narrow relevant questions to three areas (2:--;8:106~-114):
| 1) income questions (how well or poorly did an activity
L perform?)j
b 2) health questions (how well or poorly can an activity
K. afford to pay its bills or invest in new programs?); and,
Ty
L 3) support questions (could or should we provide
! appropriated fund support to an activity?).
? Measurement and decision tools to help answer these ques-
§ tions are available. Using these available tools, we can more
f effectively evaluate performance. We can also do a better job
' of deciding which activities should get appropriated fund sup-
Y port and in what amounts. If we can do these things better, we
‘ can better handle MWR financial programs and activities. More
L) important, we can use our improved effectiveness to help the
Y commander with his share of the financial leadership.
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%ﬂ ' Chapter Four
e
%. ' THE COMMANDER AND MWR FINANCES

),

ey There is no doubt that commanders need help with their
:‘ direct responsibilities in managing MWR programs and resources.
) N

Consider that the commander:

.l
g‘ Must have diverse MWR programs that support needs and
h: interests of the base community. New programs that re-
& quire additional funds and/or manpower must be care-

i

o fully judged [bmphasis addeﬂ before adoption. . . .

i. Makes sure the MWR praogram gets proper appropriated
fund support. . . .Approves annual budgets, financial

plans and revisions. . .and fees and charges. . . .

Controls NAFIs and use of NAFs., . . .Flans for MWR fa-

cilities. . .provides minor construction, maintenance

and repair support to existing MWR facilities. . . .

Approves MWR program operating hours. . . .Eand] Con-

5 8%

P

AP

e trols the use of MWR facilities (14:7).

%' We see that commanders are responsible for the operation and

! scope of MWR programs. Financially, they hold responsibility
R for prudent operations and wise use of resources in setting up
) improved or additional MWR programs.

i".

ﬁ) In spite of the broad responsibilities of commanders, they
N are usually not well informed about the variety of financial
A guidelines governing MWR programs. They view MWR as a simple

;Fj business which offers a wide variety of services and products
i to make a profit (27:--;281~-3291--3;30t -~ 311~~~} I21 -~ 3J1--).,
7 MWR financial management is not so simple.

L

We’ve shown there are dozens of regulations and gQuidelines
which set different parameters for MWR profitability. Not only
does the Air Force set guidelines which establish loss-genera-
ting activities, but major commande set financial goals which

v conflict with the simple premise of business profitabllity.

:¥ It’s no wonder, then, that commanders are not as well informed
o as they should be to execute their broad regsponsibilities.

% Commanders recognize their information dilemma and want

simple guidance on rules and goals for MWR financial opera-
tions. In 1985, 70 percent of commanders completing the Base
Commander’s Management Course stated they wanted help interpre-
ting MWR financial statements (27:--). This cry for help is not

!

-
L e &

ﬁg isolated. Class critiques for 1982 through 1985 show over hal+
i
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of those attending wanted a guide to MWR financial management
(I03==). This guide should help commanders answer income,
health and support questions by providing sound financial tools
and relevant Air Force regulatory guidance in one document.
Given the guide, commanders can fulfill their MWR financial
responsibilities more effectively. More important, however,

they’l]l save their most valuable commodity--time (28t--3291~-=)
I3 ——3323-=333:--).,
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Chapter Five

CONCL.USION

We have seen that commanders have critical responsibilities
L in administering MWR activities, including evaluating income,
i financial health and appropriated fund support. Carrying out

n these responsibilities is unnecessarily complicated by the myr-

Zﬂ; - iad of MWR publications which address financial management pa-

SS rameters. There is no single, simply worded source a commander

gﬁ (or anyone) can turn to for quick reference. Given avajilable

@& and acceptable business tools for measuring finmancial effec-

(s tiveness, there is sufficient data upon which to base a guide

o for commanders.

-% But, is such a guide necessary? Commanders seem to think

1 80. Critiques rendered by attendees of the Base Commander’s

b Management Course for the four years ending in 1980 reveal a
long-term need for a simply worded gquide to MWR financial manage-

¥ ment. The desired guide would cover both Air Force guidelines

Qg, and some of the more appropriate tools adopted from accounting

a8 literature. It would also include logic tables for appropriated

ﬁ? fund support decisions. Thus equipped with the ability to better

4 manage MWR resources, the commander will also be better able to

J deal with MWR issues in mission support situations.

\$§ Commanders do, indeed, need the guide. We owe them a

ﬁ%; management aid for evaluation and decision making. Appendix A

Ly provides this guide for commanders.
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FREFACE

A little over two years ago, the author was assigned as Chie¥,
MWR. Initial marching orders from the commander included a

P plea to “make some sense" out aof the financial management end

i, of the MWR business. Sounded simple. It took a lot of time

?ﬂ and research to get to here from there.

)

%t This guide has been developed to help commanders perform a Jjob
which is unnecessarily complicated: financial management of MWR

Y programs. Included are tips to help in evaluating income, fi-

kﬂ nancial health and appropriated fund support. While the guide

D does not cover every possible situation, it does lay out general

;mm rules which will help commanders answer some basic questions for

ﬁ%; themsel ves—-—-and ask the right questions of their MWR experts.

e | Included in this guide for commanders are topics to satisfy the
i?‘ Leadership and Management Development Center’s requirements tor
?k their Base Commander’s Management Course. Lt Colonel Joseph C.
e Justice sponsored the guide and was most helpful to the author.
&2 Major William F. Furr served as faculty advisor to the author,

’ . often making the difference in getting the message across. The

) author is a certified public accountant with over 20 years in
W the comptroller field and a recent 2-year stint as Chief, MWR
ke at Yokota Air Base, Japan. The combined experience of those in—
z volved in producing the guide make it factually and conceptually
¢ useful. Only in the hands of commanders, though, will the guide

) meet its full potential. It will save them time and, therefore,
o allow them to be more effective. To that end, the author wel-
h|ﬁ comes feedback on improving the guide.

1

: 3 As with any project of this type, there are those who gave the
%3' author special motivation. Special thanks go to Major Anthony

- J. Kobussen for his constructive criticism; the many student and
S, faculty associates who gave encouragement; and, most of all, the
- author’s wife (Toshi) and daughter (Twyla) for their sympathy
;%& and sincere attempts to understand what muet have 2rpezared to
!gi be, at best, total confusion.
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y ' INTRODUCTION
1

. As a base commander, you have important and time-—-consuming
Qﬁ responsibilities for MWR programs. Air Force Regulations say
‘ you are responsible for creating and maintaining morale and
. well-being of your military, their dependents and civilian per-
' sonnel. You do this primarily through leadership of effective
MWR programs which account for millions of dollars in manpower,
B equipment and facilities. Rules and goals for financial manage-
& ment of MWR programs are complicated, but have been simplified

- in this guide to save time and help you make better decisions.

; As you look at MWR finances, you are faced with three types of
w{ questions: income questions, financial health questions and
support questions. Income questions ask how to make sense out
- of operating statements and how much (or little) income is good.

Financial health questions ask if there is enough maoney in the
bank to pay bills or invest in program improvements. Finally,

» ’ support questions loak for extent of mission support provided

8 by MWR and, acceordingly., how much appropriated fund support to
e provide to selected programs. In our look at the guidelines for
?. the three areas of question, we’ll concentrate on answers.

- What follows is a simple approach to answering the three types

: of questions for MWR programs. We ve consolidated information
™ from dozens of Air Force publications and financial literature.
:f we’1l1l show which numbers on MWR financial statements are impor-
X tant—-—and why. Then, you can use this information to ask bet-

ter questions of your MWR experts. You®ll save some time and
improve your MWR programs.
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%3 ABBREVIATIONS AND DEFINITIONS
s’f"\
Ey Before we get too far alang, we need to let you know about some
X of the abbreviations we’l1l use and define some business terms.
NN
@‘ Abbreviations
‘ L]
; APF - Appropriated Fund. Fund appropriated by Congress. The
0wy taxpayer’s money.
{
:@\ NAF — Nonappropriated Fund. Fund generated from MWR. Exchange
3#{ (BX) facilities, etc. Not appropriated by Congress.
G
s NAFFMB — NAF Financial Management Branch. The comptroller shop
At for MWR.
i NAFI - NAF Instrumentality. This is an entity for accounting/
:: : management control. Each NAFI may have several activities.
:$ The ones you®ll most frequently come in contact with are:
U
¥
b NAF1 Activities
Gﬁ Central Base Fund Golf, bowling, sports, outdoor
m recreation, child care, libraries,
Qé auta/arts and crafts, veterinary
*ﬁ services, recreation centers, youth
L centers, camping/hiking sites, etc.
8 Officers’ Open Mess Rar, dining, special activities, etc.
h )
k)
5% . NCO Open Mess Bar, dining, special activities, etc.
W
M)
%_ Class V1 Store Resale package beverage store, etc.
g% Aero Club Ground School, resale store, etc.
?& Sportsmens® Club Skeet/trap ranges, resale store, etc.
s
i Billeting Fund Temporary/transient quarters, etc.
0N NAFFMB Fund Accounts Control, Payroll, etc.
o
F:'t
. —3-
o
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Definitions

Business Ratios - Aids in understanding financial statements.
‘. They help analyze and interpret relationships between
‘“various financial accounts. The ones we’1ll be using:

Return on Sales - Net Income/lLoss expressed as a percentage
of Sales. A profitability measure useful in measuring
attainment of income goals.

Operating Cost Coverage - Total Operating Expense expressed
as a percentage of Sales. Indicates the proportion of
sales needed to cover operating expenses.

Gross Profit - Gross Profit on Sales expressed as a per-

centage of Sales. Shows proportion of sales available
to cover expenses.

Profit Margin - Gross Income Before Expenses expressed as
a percentage of Sales. Shows proportion of sales plus
other activity revenues available to cover expenses.

Current - Current Assets divided by Current Liabilities.
Provides measure of ability to pay short term debts.

Quick - Current Assets less Prepaids and Inventories di-
vided by Current Liabilities. A more rigorous measure
of ability to pay short term debts.

Inventory Turnover - Cost of Sales divided by average In-
ventory. Tells how many times inventory is sold during
a period.

Accounts Receivable Turnover - Accounts Receivable divided
by average daily credit Sales. Tells average number of
days to collect from debtors.

Debt - Total Liabilities expressed as a percentage of total
Assets. Tells what proportion of assets are owned by
outside creditors (conversely, how much we own).

]
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CHAFTER THREE

INCOME QUESTIONS

Killing the Myth

Let’s deal with the myth that MWR is in the profit making busi-
ness. It’s not. The Air Force prohibits making more money than
needed to defray operating costs and fund required programs.
Fees and charges are set within this guideline. So, it’s per-—
fectly acceptable to "lose" money in some activities, as long as
the overall NAFI "makes" enough to satisfy foreseeable needs.

Needs must maintain:

« « othe high morale and state of well-being essen-
tial for the effectiveness of its military personnel,
their dependents and eligible civilian personnel. To
do this, NAF sources give financial support to pro-

grams and facilities for free-time recreational pur-
suits of these people.

With this in mind, let’s look at the financial statement on the
next page. Looks pretty complicated, but we’ll make it easy by
concentrating on some key numbers.

Income Questions

The Sample Statement of Income and Expense is in the prescribed
Air Force format (Table 1). We’ve used rounded numbers for ease
in illustration. Actual statements at specific bases may vary,
but should follow our format. The statement covers the second
month of the year, so we should anticipate that Year to Date
figures will be roughly double those for Current Month.

Note where the dotted lines are. These five sets of numbers
will give us a quick feel for how well operations are going.
Following the lines across the statement, we see several pieces
of useful information—--current month, year to date and percent
of sales for each.

Let’s look at them from the bottom up, concentrating on the key
questions you should have-—-and the answers.
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A TABLE 1
DY
3 SAMPLE STATEMENT OF INCOME AND EXPENSE
¥,
ety )
GROSS INCOME: CURRENT MO  PCT  YEAR TD DATE  PCT
l"‘{
;&' 301 SALES : 157,700. 00 335,500, 00
o
o 4Q1  COST OF SALES
;3; EggéuNIgs xnvzuéonv ég §3§ °8 ii;.ogg.og
' ‘ ‘ ’ .
ENDING INVENTORY 1 38 000. 00
TOTAL COST OF SALES 41,00 26.0 110,000:00  32.8
o GROSS PROFIT FROM SALES 116, 20000 %39 22%,500.00 67.2
l,..
)
e ACTIVITY REVENUE
;55‘ €01 FACILITY USE CHARGES 16, 000.00 33, 000.00
e $02 DUES--ASSESSMENTS 700.00 1,700.00
X TOTAL ACTIVITY REVENUE 16,700.00 10.6 34,700.00 10.3
. GROSS INCOME BEFORE EXPENSES 133,400.00 B84.6 260,200.00 77.4
ail OPERATING EXPENSES
el PERSONNEL EXPENSE
W ! 701 PAYROLL 78,700, 00 161,800.00
ery 70X F1eA-“GROUP T NS, ETC 8,200.00 13,800. 00
e 71X _OTHER PERSONNEL' EXPENSE 8, 300. 00 13, 700. 00
e gL OTAL PERSONNEL " EXPENSE 95,200.00 60.4 190,300.00 56.7
{x 716 NAFFMB SERVICES 9,900.00 18, 000. 00
o 7% COP0/COMBUTER SERVICES 1,000. 00 1,800.00
3 TOTAL SUFFORT FUNCTION 10 900.00 6.9 19,800.00 5.9
e QQEERéskpﬁgﬁgTED EXPENSE 4,%00.00 9,000. 00
o ‘p.‘ .
SR 723 MAINT & REPAIR 21300.00 S1600.00
Ao 7251 SPOILAGE & BREAKAGE 700. 00 1) 100. 00
. TOTAL MATERIAL RELATED EXP 7,500.00 4.8 15,700.00 4.7
0.5
il 759 _FOOD/BEVERAGES/PRIZES 2,700.00 5, 000. 00
oy TOTAL ENTERTAINMENT EXPENSE 3,000.00 1.9 5,400.00 1.6
BN OTHER OPERATING EXPENSE
W . 78B4 UNCOLLECTIBLE ACCOUNTS 2%0.00 450.00
% BOEEE oEST s el
-, TOTAL OTHER OP EXPENSE 3,450.00 2.8 9,050.00 2.7
1 TOTAL OPERATING EXPENSE 121,050.00 76.8 240,250.00 71.6
(3
&ﬁ: RESULTS OF OF BEFORE DEPREC 12,350.00 7.8 19,950.00 5.9
R '|.|
W DEPRECIAT1ON/AMORTIZATION
" 79X DEP - FURN/FIXTURES/FACIL  26,500.00 52,500, 00
TOTAL DEPRECIATION/AMORT 26,500.00 16.8 §2,500.00 15.6
;ﬁzs RESULTS OF OP AFTER DEPREC -14,150,00 -9,0  -32,550.00 -9.7
|"
) OTHER INCOME
fl Ianjoemscoiens 800,00 24:000.0
y 2y .
e 850 REIMBURSEMENTS 1;600. 00 3 3600. 00
TOTAL OTHER INCOME 13,800.00 8.8 32,500.00 9.8
o OTHER EXFENSE
1 906 CASH OVERAGE/SHORTAGE 95, 00 161.00
-3 TOTAL OTHER EXPENSE 95.00 o1 161.00 .0
808 NET INCOME/LOSS -445.00  -.3 189. 00 .1
o
+ I
e NOTE: NUMERIC CODES SHOWN IN THE FAR LEFT COLUMN ARE GENERAL LEDGER
o ACCOUNT CODES. A COMPLETE LISTING IS AT APPENDIX A.
e |
e -6~
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Assume our goal is to make a modest profit.
Question one: Did we make a profit?
For the answer, we go to the bottom of the statement and see:

NET INCOME/LOSS ~443.00 -.3 169.00 .1

We lost money this month. Even though we show a small profit for
the year, we should be looking for reasons, We’ll do this as we
move up the statement.

Question twos How’d we do compared to established goals?

Remamber, we said it’s perfectly acceptable to lose money under

certain conditions. Our actual Return on Sales ratio (shown as

-.3 for the current month) could be OK--our goal could be for a

loss, breakeven or modest profit. Assuming our goal was to make
a modest profit, howaver, we didn’t meet it here.

Question threes Why didn"t we reach ocur goal?

Note that so far we’ve only looked at the bottom line. We’ll
look upward for this answer. Our next two important lines:

TOTAL OPERATING.EXPENSES 121,050.00 76.8 240,250.00 71.6

RESULTS OF OP BEFORE DEPREC 12,350.00 7.8 19,950.00 3.9

The Operating Cost Coverage ratio is shown as a percent on the
"Total Operating Expenses” line. We used a higher percentage
of revenues for these costs in the current month (74.8 percent)
than year to date (71.6 percent). There are probably several
reasons for this--your MWR Chief will have them, so ask. -

Note, too, the higher current month results before depreciation
(7.8 percent vs 5.9 year to date). This may imply higher gross
profit in the current period. We’ll look at this in a moment.

Question four: Is there a problem with any specific expense?

As we move up to our next dotted line, we should look at esach
category of expense to see if there are significant increases
or decreases. Note possible questions in Entertainment and
Support expenses--we should question the MWR Chief accordingly.
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Guestion five: How much did we make before expenses?
Let’s enter the revenue area of the statement for this answer.

GROSS INCOME BEFORE EXPENSES 133,400.00 B4.6 260,200.00 77.6

’

This line includes both Sales and Activity Revenue (dues and
charges). The percentages give us the Profit Margin ratio. In
reality, this is the line that pays for operating expenses. Af-
ter all was said and done, we had 84.6 percent of sales to cover
expenses (77.6 year to date). Note that we had an increase in
gross income for the current month. This more than offset the
small increases in operating expenses.

Question six: How much did we make from sales?
To answer this one, we move up to our last underlined numbers.

GROSS PROFIT FROM SALES 116,700.00 74.0 225,%500,.00 67.2

These figures give us the Gross Profit ratio, the percentage of
sales available to cover operating costs (74 percent for the
current month). We didn®t have enough to cover operating ex-
penses, but other activity revenues enabled us to make $12,350
before depreciation. -‘Overall, not bad.

Well, that’s a quick tour through the Operating Statement. By
keying on five sets of numbers, we've seen that there are four
ratios (or tools) provided: Return on Sales, Operating Cost Co-
verage, Frofit Margin and Gross Frofit., We also asked six ques-
tions and either answered them or got enough information to ask
smart questions of our MWR Chief.

In our example, we wanted to make a2 modest profit. We didn’t.
We need to understand what drives our operating goale before we
go any further.

Important Goals

If it were simply a matter of profit, we could quickly evaluate
how well (or poorly) we're doing. We have to consider Air Force
guidelines, though, before we can determine what’s good or bad
(Appendix B liste Air Force MWR publications).

A look at the Central Base Fund NAFI illustrates this point.
While we®ll look specifically at Central Rase Fund activities,
there are also specific goals for the other NAFIs. These are
intended to insure continued operations, required replacement
and capital improvements.
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TABLE 2

GUIDE FOR MWR ACTIVITY FINANCIAL OBJECTIVES

- P!
Central Base Fund activities say generate NAF
‘incose to support their operations ancd assist
ackivities that generate either insufficient or
no incose. The ni r r de-
cides which prograss will generate excess incose,
break sven or absorb losses. Prograss include:

Arts and Crafts Centers (and related activities)

Bowling Centers (snack bars, related activities)

Central Base Fund activities listed below will
not usually generate incose. They are supported
by incose generating prograss, appropriated
funds or a cosbination of the two, They say
operate prograss (i.e., bingo, snack bars, etc.),
however, which gensrate incose. Prograss include:

Athletic Prograss (facilities and activities)

Lidbrary Prograss

I RETE RTEITEN

Child Care Centers (includes preschools) Recreation Centers (and related activities)

bolf Courses (and related activities) Parks, Recreation Trails
Qutdoor Recreation (and related activities) Other Non-Incose-benerating CBF Activities
Veterinary Services (reisbursable by patrons)
Dental Clinice (reisbursable by patrons)
Youth Activities (and related activities)
NOTE: This list is not all-inclusive. Military beneral Welfare and Recreation Activities are usually under
the Central Dase Fund (CBF) NAF instrusentality at base level. Cossanders should sake sure that their annual

appropriated fund budgets and financial plans provide support to CBF and other MNR activities consistent with
funding availability and Air Force and MAJCON policies.

_

Table 2 shows that profit isn't the only thing to consider when
evaluating operational performance. We’ve already said that our
main goal is to provide leisure time activities for the morale
and well-being of our people. To do this, we offer some pro-
grams that "lose" money, as long as the overall NAFI1 operates
"in the black."

Central Base Fund activities are either "Income-Generating" or

"Non-Income-Generating" operations. Base Commanders decide the
programs which generate or absorb income. Activities which do

not generate income will be supported by those which do and/or

by appropriated funds.

Major Air Commands (MAJCOMs) set more specific goals for opera-
tional performance of NAFIs. These goals usually follow the
percentages or ratios discussed in our survey of the Operating

Statement.
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TABLE 3

ANNUAL FINANCIAL GOAL EXAMPLES
Cb,gtral Base Fund - Following goals assuse annual APF support of $147,500,
A. Consolidated Financial Goals:

1. Repay $400 per sonth for bowling center loan.

2, Make $12,200 through cperations by the end of the #iscal year for purchase of new capital assets.

3. Make $7,900 through operations by the end of the fiscal year to replace unserviceable property,

4. Obtain $820,000 grant from USAF for construction of a tennis court and child care center.

3. Generate sufficient incose to repay loans, finance capital requiresents and preserve working capital.
6. Increase total resale inventory by 43,500,

7. otc.

B. Operational Finmancial Goals:

1. Golf Course. Provide $33,200 net incose fros operations to support consolidated financial goals.
(8) Pro Shop. Provide $4,700 net incose and maintain 25 percent gross profit froa sales.
(b} Smack Bar. Provide $4,800 net incose and maintain 51 percent gross profit froa sales.
{c) Course. Provide $45,700 net income and maintain current user charges,
2. Library. Reduce prior year operating loss by $2,700 in support of consolidated financial goals.
3. etc.

Given Air Force and MAJCOM goals, Table T illustrates how bases
set their own financial goals. Note that the base goals assume
$147,500 AFF support. We’ll talk more about the importance of
APF support in chapter five.

The point is that it’s just not possible to evaluate operational
performance unless we know both how to quickly evaluate informa-
tion from financial statements and what Air Force, MAJCOM and
local goals we must meet. Your MWR Chief has this information.

Bottom Line

As the Base Commander, you must provide MWR programs that both
enhance morale and operate efficiently. If you can pick out key
numbers from financial statements and evaluate them in the light
of Air Force, MAJCOM and local goals, you can tell if they’'re
efficient.

1f efficient, you've got half the battle won. If not, vou will
at least know what key questions need answering and who can give
you the answers--vour MWR Chief,.

That’s the key to programs which enhance morale.

-10-
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3& : " : CHAFTER FOUR

i Ty

rﬁ : FINANCIAL HEALTH QUESTIONS

R

v

:f Some Preliminary Words

ot Our next statement lays out assets, liabilities and equity.
W It’s a statement of what is owned and who owns it. Assets are
% things which can be owned. Liabilities show the extent of out-
;ﬁ side ownership of assets and equity shows the extent of inside
9 ownership of assets. Thus, the old accounting formula:
ﬁ. Assets = Liabilities + Equity.

uy

ﬁ, The Statement of Financial Condition gives us a measure of the
ﬁ financial health of a NAFI. While knowing who owns the assets
g is a big part of determining financial health, there are several

other bits of useful information included.

é . Remember it’s just a list of things (assets) and who owns these
e things (liabilities and equity).
%

R Financial Health Questions

'

N Aside from telling us who owns what, the Statement of Financial
f Condition provides answers ta several questions. Remember, the
‘ information is as of a specific point in time. The Statement
:: of Income and Expense covered a specific period of time.

" Our Sample Statement of Financial Condition is once again in the
W] prescribed Air Force format (Table 4). Well continue to use
“: the dotted line method to focus on the important numbers. We'll
b also refer back to the Statement of Income and Expense for some
; answers.

4

I The format shows both Current Month and Prior Month balances,
e with a Net Change for key numbers.

P

98 Let’s get on with the guestions--and answers!
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TABLE 4

ASSETS
CURRENT ASSETS:

- T t-hm B 2 ARE R RS T DT

CASH

SAMPLE STATEMENT OF FINANCIAL CONDITION

CURRENT MO BAL PRIOR MO BAL NET CHANGE

101 CASH_IN BANK 175,000.00  178,000.00
105 CHANGE FUND , 2,300, 00
1051 PETTY CASH IMPREST FUND 1,100.0 1,150.00 o
TOTAL CASH 178, 400. 09 181, 450.00 ~3,050. 00
MARKETABLE SECURITIES
109 INTEREST BEARING DEPOSITS  75,000.00 75, 000, 00 0. 00
RECEIVABLES
111 ACCOUNTS RECEIVABLE 43,900.00 45,800.00
1114 CLAIMS RECEIVABLE 2,400.00 2,400.00
TOTAL RECEIVABLES 4%, 300. 00 48, 200. 00 ~1,900. 00
PREPAYMENTS
130 PREPAID EXPENSES 500. 00 400. 00
1301 PREPAID SUPPLIES 200. 00 150. 00
TOTAL PREPAYMENTS 700. 00 §50. 00 150.00
INVENTORIES AND INVESTMENTS
161 INVENTORY IN STOREROOM 87, 000. 00 86, 000. 00
162 INVENTORY IN SALES OUTLET  51,000.00 49, 000. 00
TOTAL INVENTORIES & INVEST 138,000.00 135, 000.00 3, 000. 00
TOTAL CURRENT ASSETS a3g, 400. 00 449, 200. 00 -1,800.00
FIXED ASSETS:
PROPERTY, PLANT & EQUIPMENT
181 DEPREC ASSETS - EQUIPMENT 2,246,900.00 2,147,100.00
182 ACCUM DEPREC - EQUIPMENT ' 741,600.00 715,100.00
185 CONSTRUCTION IN PROGRESS 925.00  164,590.00
TOTAL FIXED ASSETS 1,590,225.00 1,596,590.00 -6,365, 00
TOTAL ASSETS 2,028,62%5.00 2,034,790,00 -8, 165. 00
LIABILITIES
CURRENT LIABILITIES: :

ACCOUNTS PAYABLE
201 ACCOUNTS PAYABLE
SALARIES AND WAGES PAYABLE

205 FED TAX WITHHOLDING 6,200.00 6,100.00

207 SOCIAL SECURITY TAX 2,700.00 2,630.00

TOTAL SALARIES/WAGES PAYABLE 8, 90¢. 00 8, 750.00 150,00

OTHER CURRENT LIABILITIES

227 ACCRUED MAI 1,750.00 1,500, 00

232 UNEARNED I $00, 00 10, 500, 00

245 CURRENT LOAN PAYAB E Ly 1 §O

TOTAL OTH CURRENT LIABILITIES ’ . LN . 00 -1,870.00
TOTAL CURRENT LIABILITIES 131,230.00 138, 950. 00 -7,720. 00
LONG TERM LIABILITIES

251 LONG TERM LOAN PAYABLE 322, 100.00 322,100.00 0.00
TOTAL LIABILITIES 453,330, 00 441,050, 00 =7,4720.00
FUND EQUITY

290 FUND EQUITY~--PRIOR YEARS 1,573,740.00 1,375, 106 00

291 NET INCOME-~-CURR YEAR -443, 00 34,
TOTAL FUND EGUITY 1,573,295.00 1,373, 740.00 -445.00
TOTAL LIABILITIES & FUND EQUITY 2,028,625,00 2,036,790.00 -8, 165.00
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Question ones Can we afford to pay our current bills?

“Current” in accounting language means something we expect to
pay or collect within one year,

The answer to this question lies in the two lines shown below.

TOTAL CURRENT ASBETS 438,400.00 440,200.00 -1,800.00

TOTAL CURRENT LIABILITIES  131,230.00 138,95%0.00 -7,720,00

We use our Current and GQuick ratios here. Dividing Total
Current Assets by Total Current Liabilities gives the Current
ratio (2.3 to | for the current month), This means we have
$3.30 of Current Assets for each $1.00 of Current Liabilities,

The Guick ratio subtracts inventories, prepaid expenses, petty
cash and change funds from Current Assets before dividing by
Current Liabilities (we wouldn’t use these accounts to pay our
bille, anyway). Our Quick ratio is 2.3 to I this manth.

It sure looke as if we can pay our current bills, doesn't it?
Business and academic opinion seems to lean toward minimums of
2 to 1 for the Current ratio and 1 to 1 for the Quick ratio.
Rir Force or MAJCOM goals for these ratios might be higher or
lower, so make sure your MWR Chief lets you know what they are.

Now let's see how we look on total debt,

TOTAL ASSETS 2,028,625.00 2,036,790.00 -8, 165.00

TOTAL LIABILITIES 4353,330.00 461,050.00 - 7,720.00

Guestion twos: How do we look on total debt?

Total Liabilities divided by Total Assets Qives us the Debt
ratio, a measure of creditor ownership of assets. We show about
2T percent for both this month and last month. The "rule of
thumb" maximum is about 50 percent--that is, creditors owning
half of our assets. We're certainly Ok here,

Note the converse here is that if creditors own 23 percent of

N
(™
[}
% ' our assets, our equity (ownership) is 77 percent.
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Our next question looks at Inventories and Cost of Sales.

TOTAL INVENTORIES 138,000.00 135, 000.00 3,000,00

TOTAL COST OF SALES Current Mo 41,000.00 YTD 110,000.00

’

Guestion three: Are we maintaining good inventory levels?

Inventory Turnover measures how often the inventory is sold in a
given period. Besides the costs to store inventories, they also
tie up capital. We want enough to operate, but not so much that
it costs more than it’s worth. Dividing Cost of Sales by Total
Inventories for the current month shows Inventory Turnover of .3.
We are selling our inventory about once every three months.

Before we can say whether this isas good or bad, we need to know
how long our pipeline is, whether we’ve had seasonal buys or if
we’ve got some stock that’s dying on us. For most merchandising
concerns, Inventory Turnover of about once a month is good. We
are not moving the inventory very fast, so it’s probably a good
idea to get some answers from your MWR Chie¢.

Now, let’s look at Accounts Receivable and Sales.

111 ACCOUNTS RECEIVABLE 43,900.00 45,800.00

301 SALES ' 137,700.00  335,500.00

GQuestion four: Any problems collecting Accounts Receivable?

Accounts Receivable Turnover measures how old our receivables
are, Time is money, so we want to collect what people owe us in
a reasonable time. Dividing Accounts Receivable by our average
daily credit Sales gives us this measure.

Since credit sales aren’t broken out, we'll ask our MWR Chief

to give us the information. He tells us the daily average is
about $900. Dividing this amount into current month Accounts
Receivable gives us an average age of about 49 days. This means
that, on average, our people pay about seven weeks after getting
billed.

We need to look further at delinquent account information to de-
cide whether or not we're O here. Do we have a few delinquents
who drive up the average? Are we aggressively acting to collect,
including involuntary collection through the Accounting and Fi-
nance Office? Your MWR Chief knows the answers. I1f the problem
is serious enough, you might want to take direct action through
unit orderly rooms.

.......
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: There are some other numbers on our statement we need to be
A aware of.
‘ﬁa 4 201 ACCOUNTS PAYABLE 80,100,000 86,100,00 -5,000,00
g 232 UNEARNED INCOME 11,300.00  10,500.00
a3y . -
A ., 245 CURRENT LOAN PAYABLE 29,180,00 32,100,00
'ﬁ ) 251 LONG TERM LOAN PAYABLE 322,100,000 322,100,00 0.00
L]
,ii - TTTTTTTTTTTTT -
%\j Questiaon five: Any other things we should know about?
97

Yes! Keep an eye on the monthly changes in Accounts Fayable.
We had a $6,000 decrease this month, on the surface a good sign.

0
é?’ lLarge swings in this account may signify trouble. Just watch
\% changes and ask your MWR Chief to explain once in a while.
[}
o
%; What’s Unearned Income? Generally, this account includes annual
| 4 dues, advance receipts for tours, etc. It’s included under lia-
:xt bilities because the accountants say that, until we’ve provided
Pl the service or product, it’s a liability. 1It’s like, if the gym

burned down, we'd have to refund advance annual locker fees. We
recognize revenue from this account as each month passes.

The Current Loan Fayable account includes this year’s portion of
.; the Long Term Loan Fayable (remember how we defined "current"?).
'gs ' Just note that we’'re paying about $2,900 a month on a long term
- loan which, 4udging by its balance, won’t be paid up for about
3 10 years. Something to be aware of.

J That pretty well covers the important Financial Health numbers.
i We looked at five ratios: Current, Quick, Debt, Inventory Turn-
gj over and Accounts Recegivable Turnover. If any of these were
kﬁ unacceptable, we would want our MWR Chief and the MWR finance
e people to give us more detailed reasons why.

We're not quite ready to leave the Balance Sheet yet.
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§&§ , Relationship to Operating Statement

‘!“Dii "

o8
‘3W5 Let*s look at two accounts--one from the Statement of Income and

Expense, the other from the Statement of Financial Condition.

s | NET INCOME/LOSS -445.00 -.3 189.00 .1
gﬁﬁ, 291 NET INCOME--CURR YEAR Current Mo -44%,00 Prior Mo 634.00

There is a direct relationship between the two financial state-

y ments we’ve discussed. Results of operations go directly to
M the Fund Equity section of the Balance Sheet. Since equity re-
ﬁb‘ presents our ownership of fund assets, it follows that transfers
Ay of income increase assets--loss transfers decrease assets.
x@y' It’s important, too, that we understand the difference between
) cash flow and income flow. We show Results of Operation Before
sﬁg Depreciation because this line is the cash part of income. It
3{5 is common to view depreciation as a non-cash expense, irrelevant
A to operational evaluation. The theoretically correct view, how-
L2 ever, is that depreciation must be considered an operational ex-
~ i pense because it reflects assets consumed in operations.
fq% The Air Force position seems to be clear. It is net income af-
ool ter depreciation which we see transferred to equity accounts.
f In operations, however, we concentrate on cash impact, since

: cash flow is important to continued operations,
;:i:”" )
:*ﬁ
;$é: | The Point
) :
:ﬁﬁ Understanding the relationship between our financial statemente
J is important. Knowing how to use measurement ratios to analy:ze
;ﬁﬁi financial statements helpes us understand this relationship. Our
3?9 NAFIs get financially healthy through effective operations.

e 1§ we’re financially healthy, we can invest in replacement of
Vi waorn or outdated assets. We can alsc expand and improve pro-
grams to meet leisure time needs of our pecople.

If, on the other hand, we're not financially healthy, we can’t
do these things no matter how much they're needed.

The point? Knowing if we're financially healthy or not can make
a big difference in doing the right thing to get programs on
track. That’s what these two chapters have been all about.
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;g ) SUPPORT QUESTIONS

qf

i Setting the Tone

Vi

N Our discussion of the Statement of Income and Expense included
Wyl appropriated support-—more importantly, that setting operating
$ﬁ goals begins with a baseline of appropriated fund (APF) support.
ﬁ& Assume our sample statement was for a NAFI which received APF
Qt support averaging $16,000 each month. If that APF support had
3f not been forthcoming, our loss would have been $16,445 instead

v of $445.

b Transfer of losses to the Statement of Financial Condition de-
;Q creases assets. So, the higher our losses, the more quickly we
ﬁu deplete assets. This is an overly simplistic view, but it does
Qm illustrate the importance of APF support.

S Balance between APFs and NAFes is also important. The Statement

ﬁ% ’ of Financial Condition can tell us how much NAFs can contribute
;ﬁ. in the form of Working Capital. One good approach is this
oy formula (using our sample numbers):

. < Current Assets — Current Liabilities Working Capital

BN $438,400 - $131,230 = $307,170

[

(M3

gﬁ' We then look at what we plan to do with Working Capital. We’re
NG probably committed to pay for new/replacement equipment or other

projects. Once again, your MWR Chief will have thece figures.

A The trick is to find the right balance hetween Working Capital
] (NAF) and APF support. We need to understand the rules to get
%; this balance.

i
'

s

Categories of Activity

Air Force NAF activities are categorized by type to help decide
y to support or not with APFs or NAFs. Look at Table S for a con-
A cise summary of these categories. We see eight cateqgories, a
brief explanation of each and types of MWR activities conducted.

g W
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TABLE S

CATEGORIES OF MWR ACTIVITIES
CAIEGORY & TITLE

EXPLANATION OF CATESORY AL MR ACTIVIT
1  Areed Services Provide through exchanges: {(a) reisbursable Exchange operations.
Exchanges oods/services to authorized patrons, and (b)

unds to support other designated MNR prograss.

I1  Other Resale &

Audio club, Class V] stores,
Revenue-Sharing

Provide other than through exchanges: (a) reis-
Cadet restaurant, etc.

bursable goods/services to authorized patrons,
and (b) funds to support other MMR prograss.

II1 Military General Provide welfare and recreation prograss for
Nelfare & ailitary personnel. tatlyory 111-A provides
Recreation NAF support to category III-B. Category I11-B

is divided into three groupings for funding

support and will nat be operated as separate 111-8

NAF instrusentalities. 6roup 1: Libraries, sports, recres-
tion centers, resote unit
free sovies, Arsed Forces
entertainaent, unit prograas.

I11-A Hq USAF, MAJCOM, Installation,
Unit Morale, General Welfare
and Recreation funds.

Group 2: Arts & Crafts, entertainsent,
outdoor recreation, swisming
pools, youth activities, cos-
petitive sports, child care,
aarinas, Bowling (six lanes).

Group 3: Bowling ( more than six lanes),
aovies (paid adsission), bingo,
golf, skating, pro shops, snack
bars, skeet/trap ranges, Araed
Forces recreation centers,

IV Civilian Esployee Provide welfare and recreation prograss for
. General Welfare & civilian personnel,
Recreation

V  Open Messes

Civilian eaployee general welfare and
recreation funds and activities,

Provide sessing and essential feeding where
requireds also social prograss, services and
facilities to seabership groups.

Hg USAF and MAJCOM open sess funds.
00M, NCOOM, consolidated open mess;
food, bar, catering, bingo, etc.

VI  Other Nembership

Provide sorale prograns, services and facilities Aero, amateur radio, boating, scuba,
Associations

(other than open sesses) to special interest cossunity TV, parachute/skydiving,
groups. Sales only to seabers; revenuss neither aotorcycle and others which do not

Vil Comson Support
Service NAFls

VIII Suppleamntal
Mission Services

provided to or received froa other NAFIs,

Consolidated accounting, procureaent or
personnel services,

Adjunct services to training, health,
billeting, other sission support prograss.

duplicate category 111-B.

NAF Financial Managesent Branch,
Civilian Personnel, etc.

Acadesy dining hall, billeting/housing,
chaplain, anisal care funds,
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TABLE 6

AUTHORIZED APPROPRIATED SUPPORT TO MWR

ELENENT 0F EXPENSE
WILITARY/CIVILIAN PERSONNEL .
TRAVEL -QF PERSONNEL

TRANSPORTATION OF THINGS
Axgropriatld Fund purchases,
NAF purchases
Household Goods--For authorized transportation.

UTILITIES AND RENTS
Utilities.

Rents.
COMMUNICATIONS

EQUIPMENT MAINTENANCE
Authorized appropriated fund equipsent.

PRINTING AND REPRODUCTION

OTHER SERVICES
Education and training.
Ruditing,
Data Autosation and Financial Managesent Services.
Legal services,
Base Contracting Office.
Custodial and janitorial services,

Audiovisual services.

Comnon services.

Trophies and awards.

Minor construction.

Haintenance/repair.
AIRCRAFT PETROLEUM, OIL AND LUBRICANTS (POL)
SKIP PETROLEUM, OIL AND LUBRICANTS (POL)

OTHER SUPPLIES
EQUIPHENT

OTHER OPERATING EXPENSES

NOMCPERATING EXPENSES
Architectural and Enginssring services.
Military construction/purchase of real property,
Investaent equipasnt.

R AAUIUDOOUEN

MUTHORIZED CATEGORIES
All: per AFN 2b-3.

Alls PCS/TDY--appropriated personnel; TDY for
NAF personnel on appropriated business,

Alls Transocesnic/inland.
All: Transoceanic for US goodsy first dest inlend.
Alls Transocesnic only for NAF personnel.

Alls Outside CONUS, CONUS: (a,B1,82), IV i~
braries/child care/ete), ¥ enlisted/essential
feeding, others uneconomical to estimate.

All: Mot authorized except with SAF approval.

All: Electronic/postal official business,

Ally Include itess purchased with NAFs.

Rl1: Except resale or internal operation costs.

All: For appropriated esployees; NAF esployees pay.
AlY: par AFR 173-4,

All: For cossand supervision and surveillance,

All: For Judge Advocate services,

All: Assistance; no-cost adsinistration,

H {#,81,82), ¥ (B3) only for non-
purposes, V for enlisted/essential feeding.
except resale, ¥ essential feeding, all

others cossand supervision/financial sanagesent,

All: To protect health/welfare and MR resources.
All: Rission accosplisheent/other authority,
:}}: per AFR 86-1.

Y1 say purchase per AFR 144-12,

111 may purchase on reisbursable dasis.

g{gicxcept resale; [V, ¥ .’¥¢ntj.| ."ina‘nent.

rs coanand supervision/financial eana

111 except resale; Y essential feedin
cosaand guporvisizn¥ others only !x:e!il!%#blus.

All: For coseand supervision,

All: Appropriated/NAF projects.
All: As approved by Congress.
except for resale; Y for essential fesding;
for cossand supervision; others only sxcess/
surplus equipaent,
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Table & shows authorized APF support by element of expense for
various NAF categories. A quick survey of these two tables re-
veals some basic facts about APF support. CGenerally:

1. Support is provided for non-income—generating
Central Base Fund activities.

’u2' Support is provided for essential feeding faci-
lities in open messes.

3. Support is provided for mission reasons and/or
command supervision/surveillance.

4. Support is limited for income-generating, re-
sale and/or internal NAF activities.

Both of these tables were summarized from lengthy information in
AFM 172-1. They are factually and conceptually correct, but do
not cover every possible option. Use them to open doors for in-
creased APF support to your MWR activities.

Relationship Between Mission and Support

We can see that appropriated support is somewhat discouraged for
income—generating MWR activities, unless we can tie the level

of support to mission requirements. This is a basic fact of
life regarding MWR and AFF support: commanders must be aware of
MWR mission contributions to fully capitalize on APFs.

Commanders must get authorized AFF =upport to make sure we ex-—
pend only necessary NAFs. Otherwise, we deplete NAF assets and,
ultimately, either charge higher prices or offer fewer programs
for our people.

The outlook is for less APF availability in the coming years.
Congress has issued instructions to limit support to some MWR
activities. A recent Air Force Times informs us that the Houcse
Armed Services Readiness Subcommittee’s Morale, Welfare and Re-
creation Panel "has told the Air Force to charge members more
for using facilities such as bowling centers and golf courses."

In this environment, it’s pretty important to be smart about our
MWR migssion contributions. Do we task MWR for contingencies or
planned deployments? Do we use MWR resources to support direct
mission activities? 1If so, we can tie APF support to a pretty
good foundation.

-20-
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?g Appropriated Fund Support
e ‘
ﬁv We’ve established some general rules for appropriated support to
S MWR and shown the relationship between mission and that support.
Let’s go back to Table 6 and get specific about kinds of support
bF, authorized.
iﬁ, APF§ can be used to buy:
Vi
+ - Bats, balls, gloves, uniforms, etc. for athletic programs.
— General supplies for all Category III activities.
iy . - Walk-in refrigerators, stoves, dishwashers, etc. for your
ﬁ; essential feeding facilities in open messes.
gi - Scoreboards and other equipment for outdoor fields/courts
RS and gymnasiums.
iy - Equipment for playgrounds, youth activities, child care
A development, etc.
-.’,;
ﬁﬁ A lot of supplies and equipment! We can also use AFPFs to:
‘f‘ ;’a
ﬁs — Hire lifeguards for our swimming pools.
£

o — Furnish and decorate new or renovated facilities.
Keep MWR APF civilian positions filled.
S5 Refinish raquetball/basketball courts.

Y
I

Ve
e
I

?2 - Provide custodial services for MWR facilities.

)

X

ﬁﬁ We could go on. . .and on. We can provide a lot aof support to
2

¥ MWR with AFFs. For a. more detailed look, see AFM 172-1 and AFR
* 215-5. Better yet, ask your MWR Chief and Comptroller.

Appropriated Fund Budget

o -

o We can provide a lot of support to MWR. As with every element
b of your staff, though, the requirements must be included in the

‘Q§ budget. Ask your MWR Chief to show you the appropriated budget
0 submission. If MWR isn’t asking for the bucks, make sure they

P get with the budget folks.

Tie MWR mission contributions directly to requests for those
appropriated dollars. It’s much easier to iustify a mission
ﬂ need than "business" or resale requirements. Even with large
construction requests, you’ll find it helpful to know how the
facility fits in with the mission. Appendix C shows funding

:ﬁ policy for MWR facilities.

- : Speaking of facilities, your Civil Engineer and MWR Chief should
$Q be the best of friends. A good relationship her=2 will make the
qb' difference in getting appropriate (and appropriated) suppeort for
hﬂ MWR facilities. Everyone benefits.

Yy
::fn’ -21-
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Finally, make sure the appropriated budget gets year-round at-
tention from your MWR people. Just because initial funding dis-
tribution doesn’t cover all requirements doesn’t mean we give up
for the year. The MWR outfit that’s ready to go with a valid
list of unfunded requirements will be well-supported.

’
.

“ Commander’s Role

There’s really only one question here:
Do we use APFs effectively to support MWR programs?

To answer this question, we need to know the general rules for
APF support covered in this chapter. The commander who uses
this knowledge to directly participate in support decisions will
get optimum APF support.

We don’t want more than we’re entitled to, but we do want a fair
share. With your help, we’ll get it.

-22-
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B CONCLUSION

)

N This guide has been develagped for you—-—-the base commander. We s
i have shown you a little about how to read financial statements
’ and key in on important numbers. We’ve also shown you how to

‘ use those numbers to get a feel for how well your base MWR pro-
ﬁ grams are doing from a praofitability standpaoint. But, we’ve

& also shown you that Air Force MWR programs don’t always have to
g make a profit to be successful. It’s the MWR mission to make

ﬁ money only to the extent needed to give our people leisure time
i programs which enhance morale and mission effectiveness.

3

w Using APF support and modest profits we can invest in impraoved
b programs which, in turn, improve overall ability to perform our
Q Air Force mission. So, even when faced with unexpected contin—
" gencies, we can look to well managed MWR programs to help the

N base commander get the job done. The better we perform in the
o financial end of MWR, .the more help for the commander.

“ -

)

ﬁ That"s the key. This guide will help commanders save time and
ﬁ make better decisions for MWR. In turn, MWR will help maintain
i high morale and improve mission effectiveness.

N Not a bad deal.

3 1
N

ﬁ

1]

jf FINAL NOTE FOR COMMANDERS

M| You could use this guide alone--take the financial statements

' into your private office and do all the things we’ve talked

Lyl about. You could do that.

o

1l

B But, you won’t and shouldn’t. You have a great MWR Chief Jjust

waiting for your questions——give that person a chance to shine!

Ask the questions. PBetter yet, show your MWR Chief this guide.
You shouldn’t be surprised if the MWR folks don’t totally agree
, with everything in the guide. They’l11 have their own ideas to
help you wade through the MWR financial world.

And that will turn out to be an even better deal'
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APPENDIX A

GENERAL LEDGER ACCOUNT CODES

Cash in Dank

foreign Currency in Bank

Capital Trust

Cash Deposits--Custoser Charges
Change and Imprest Funds Issued
Interest Bearing Deposits

CIP Investaents

Accounts Receivable

Returned Checks Receivable

Loans Receivable

Allocations Receivable

Allowance for Bad Debts

Prepaid Expenses

Deposits--Other

Inventory in Central Storeroos
Inventory in Sales Outlets

Inventory in Transit

Inventory in Decentralized Storeroos
Investaent--Severance Denefits
Depreciable Assets--Furn & Equit
Accusulated Depreciation--Furn & Equip
Facilities and Isprovesents
Accusulated Depreciation--Fac & Ispr
Construction in Progress

Capital Leases

Long Tera Loans Receivable

severance Benefits Receivable--NAFls
Deposits in NAFFNB

Long Tera Preglid Expensas

Accounts Pa‘a le
Federal Withholding Tax Payable
State and Local Taxes Payable

FICA Withheld

Foreign Taxes and Assessaents
Severance/Separation Benefits Payable
Accrued Retireaent Fund Payable
Bonds Payable

Union Dues Payable

Charity Deductions Payable

Tips Payable

Accrued Annual Leave Payable

Group Health & Life Insurance Payable
Accrued Payroll

Health/Nedical Payable

COLA O##set Payable

Allotaents Payable

Other Personnel Expenses Payable
Vending Machine Incose Sharing Payable
Accrued Maintenance

Unearned Incose

Allocations Payable

Current Portion of Long Tera Loans Payable

Cagital Requireaents Loans
Other Current Liabilities
Long Tera Loans payable
Capital Requiresents Loans
Deposits Froa Other NAFls
Severance Payable--NAFFNB

Long Tera SQVQranc|/30¥:;a!ion Pay & Benafits
"

Other Lon! Ters Liabi)
Declared tquity Distribution (Dividends)

Account .

Musber  Title

290 Fund Equity--Prior Years

M1 Current Year Incose/Loss

Jot Sales

401 Cost of Sales

30X Dues, fees and Other Revenue

701 Payroll

702 Foreign National Payroll

703 Esployer’s Share--FICA Tax

704 Eaployer’s Share--Foreign Tax

705 Esployer’s Share--6roup Insurance
706 Eaployee Benefits and Awards--US
707 Esployee Benefits and Awards--Foreign
ni Severance Benefits

n2 Retiresent Benefits

ns Other Personnel Expense

b NAFFMB Services

m CCPO Expenses

ne Cosputer Services

719 Credit Card Expense

720 Sugplies

12 Aviation POL

123 Naint and Repair--Fund Owned

124 Maint and Repair--Not Fund Owned
125 Other Material Related Expense

751 Entertainers

799 Other Prosotional Expenses

783 Slot Nachine Support Expense

784 Uncollectible Accounts

183 Reisbursable Managesent Expense

186 Uncollectible Dishonored checks

187 Telephones and telegraph

788 Utilities

789 Other Operating Expenses

790 Office supplies

9 Laundry and Linens

m Rental charges

1% Interest Expense--Prospt Payaent Act
197 Vending Machine Incose-Sharing Expense
798 Depreciation--Furn & Fixtures

799 Depreciation--Facilities & Isprovesents
802 Contributions and Donations

804 Interest Incose

803 Allocations Received

BOb Dividends Received

812 Hiscellaneous Incose

816 Severance Benefits Subsidy Recejved
833 Special brants Received--operating
834 5¥lcill Grants Received--Constr/Equip
833 Dividends Received--Civ Pers Costs
836 Dividends Received--Accounting Costs
902 Contributions and Donations

906 Cash Overages and Shortages

907 Slot Machine Distr to Melfare Funds
908 Qir Force Assessaents

909 Cossand Assessaents

910 Bain or Loss--Currency Exchange

912 Niscellaneous Expense

933 Gain or Loss--Disposition of Assets
936 Gain or Loss--Currency Revaluation
91 Extraordinary Itess

NOTE: FOR MORE DETAILED INFORMATION ON ACTUAL CONTENT OF ACCOUNTS, SEE AF MANUAL 176-10, ATTACHMENT 1.
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; APPENDIX B
. MWR REGULATIONS AND PAMPHLETS
" ' )
n NUNBER TIILE 0PR
. PERSONNEL SERVICES REGULATIONS
§ . -3 MWR Basic Responsibilities, Policies and Practices i AFNPC/NPCS
! 34-4 MNR Basic Responsibilities, Policies and Practices Private Organizations AFNPC/MPCS
v NONAPPROPRIATED FUNDS REGULATIONS )
) . 176-1 Basic Responsibilities, Policies and Practices AFNB
176-2 Financial Operations and Control of Assets AFNB/C
l 176-3 Nonappropriated Fund Budgotinﬂ & Expenditure Control o AFWB/C
5¢ 176-1 Participation bl fray, Navy, Marine Corps and Air Force Organizations AFNB/C
3 in Nonappropriated Funds
176-9 Nonapp[ogriated Fund Contrl:tin? (PR) ROCL
176-10 Financial Operations and Accounting Procedures AFNPC/MPCS
176-14 Civilian Nonapprogriated Funds and Related Activities MPKE
176-18 Chaplain Funds (PA) . ) HCB
: 176-22 International Balance of Paysents Nonagproprlated Fund Transactions AFAFC/XS6C
1& 176-24 Accountxng Policy for Nonappropriated Funds AFAFC/XS6
; 176-378 gtandaad ciounttnq Procedures for Nonappropriated Funds {(Mechanized) DSDO/ACSE
sers Manua
k) 176-676 Cosmand-Level Standard Accounting Procedures for Nonappropriated Funds, DSDO/ACSA
“ Users Manual
MORALE, WELFARE AND RECREATION REGULATIONS
215-1 Air Force Morale, Welfare and Recreation (MNR) Prograss and Activities AENPC/MPCS
o 215-5 Appropriated Fund Support AFMPC/NPCS
% 213-4 Norale, Nelfare and Recreation and Transient Billeting Facility Requiresents AFMPC/MPCS
» 215-1 The Control, Procuresent, Sale and Use of Alcoholic Beverages AFMPC/MPCS
b 215-8 Horale, Melfare and Recreation (MR} Activities - NNR Supply Support AFMPC/MPCS
215-9 Interservice Photography Contest DARG-MS
213-10 Araed Forces Protessional Entertainsent Program Overseas AFMPC/MPCS
x 25-11 Air Force Open Mess: Progras AFNPC/NPCS
X ’ 215-12 Rir Force Aero Club Progras AFNPC/MPCS
g 213-13 Neabership Clubs AFMPC/NPCS
¢ 213-15 Air Force Library Service AFMPC/MPCS
215-17 Arts and Crafts Progras AFNPC/MPCS
215-19 Air Force Golf Prograa AFNPC/MPCS
215-20 Air Force Outdoor Recreation Progras AFMPC/MPCS
215-21 Recreation Center Prograss (PR) AFNPC/MPCS
- 215-22 fir Force Sports Progras (PA) AFNPC/MPCS
& 215-23 Air Force Youth Activities Progras _ AFHPE/NPES
K. 25-24 Air Force Cospetitive Recreation and Sports Activities AFMPC/NPCS
N. 215-23 fir Force Bowling Center Prograa AFMPC/NPCS
05-2 Air Force Relations with Morale, Welfare and Recreation (MNR) Related AFNPC/MPCS
;. National A?encxes and Professional Organizations
- 215-27 Child Developeent Progras (PA) AFMPC/NPCS
\ HORALE, WELFARE AND RECREATION PAMPHLETS
] 215-3 Cossanders’ Guide to Morale, Welfare and Recreation Division AFMPC/NPCS
N 215-4 Air Force Child Care Activities AFMPC/MPCS
q 215-30 MR Nonappropriated Fund (NAF) Facilities Requiresents Prograssing AFMPC/NPCS
215-31 MNR Kitchen esi’n Package Developaent AFNPC/MPCS
3 215-33 Publicitz Guide tor the Norale, Welfare and Recreation Manager AFMPC/NPCS
215-34 Morale, Weltare and Recreation Objectives AFMPC/MPCS
o ) 215-35 Heabership Promotional Progras Guide AFNPC/NPCS
) 215-37 Air Force [nfant Care Guide AFMPC/MPLS
¥ 215-38 Air Force Sports Progras Guide , AFNPC/MPCS
| 215-39 Rir Force Bonlina Center Nanager’s Guide AFHPC/MPCS
, 215-40 fn Introduction to Harketins or Morale, Nelfare and Recreation Managers AFNPC/NPCS :
8! 215-41 Training Responsibilities, Policies and Procedures for Morale, Welfare AFMPC/MPCS i
5 and Recreation (MWR) Personnel (PA) 1
i i
N |
: I
K
W J
) !
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3; APPENDIX C
4 .
) FUNDING POLICY - CONSTRUCTION OF COMMUNITY FACILITIES
: APPROPRIATED NONAPPROPRIATED
: TYPE OF FACILITY ' CONYS QVERSEAS CONUS _OVEPSEAS
f ' Gyanasiua/Field House/Physical Activities Complex | X
i Recr:ation Center/Day Rooa/Multi-Purpose Recreation Facility X X
) Multi-Purpose Auditorius/Theatre X X
i MNR Adsinistrative Office/Supply Center X X
" Fasily Assistance/Servite Center X 1
Child Care Center X X
f Swinaing Pool X X
EI Library X X
pd Officers’ /Enlisted Open Mess X X
i Consolidated Open Mess X X
:l Arts and Crafts/Autoaotive Self-Help barage/Skill Development Centers X X
i' Thrift Shops Private Funds
f Playing Courts/Fields {as part of gya/#ield house/etc,) X X
i Playing Courts/Fields (stand alone) X X
i Package Beverage Store/Red and 6un Club/Aero Club X X
:: Tesporary Lodging Facility/Guest House X X
3 Dutdoor Recreation Pavillion/Cabin/Cottage/Recreation Site Lodge X X
f Bowling Center/Youth Center/6olf Course Facility X X
ﬁ Skating Rink (ice or roller)/Amateur Radio Facility/Bathhouse X X
. Riding Stable/Casp Ground/Marina/Boathouse/Outdoor Theater/Bandstand X X
NOTE: gggroprgated funds aay be used for all community fftility construction related to the establishaent,
: B e AT T e Lt i O
: facilities destroyed by acts of God, fire or terrorisa; and to correct life safety deficiencies,
E -
4
i
:
i
:
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Accounts Payable, 15, 17

Accounts Receivable, 14, 17

Aero Club, 3

Appropriated funds (AFFs), 3, 9-10,
17, 19-22

Assets, 11, 14, 16
Current, 13, 17
Total, 13

Billeting Fund, 3

Business Ratios, 3
Accounts Receivable Turnover, 3, 14-1S
Current, 3, 13, 15
Debt, 3, 13, 15
Gross Frofit, 3, 8
Inventory Turnover, 3, 14-15
Operating Cost Coverage, 3, 7-8
Profit Margin, 3, 8
Quick, 3, 13, 15

- Return on Sales, 3, 7, 8

Central BRase Fund, 3, 8-9

Class VI Store, 3

Commander
Responsibilities, 1, 10, 22
Role, 22

Delinquent accounts, 14

Depreciation, 16

Equity, 11, 13, 15

Financial Health Ouestions, 11, 13-1%

AT
RO

D
4.

Financial goals/cbjectives, 8-10
Financial statements, 6-8, 10-12
Important goals, 8
Income
Guestions, 5, 7-8
Generating activities, ¢
Non-generating activities, 9
Unearned, 15
Inventories, 14
Liabilities, 11
Current, 13, 17
Long-Term, 1%
Total, 13
MAJCOM/Local goals, B, 10, 13
Morale % Mission Effectiveness,
S, 20-21, 27
MWR Chief, 7-9, 13-1%, 17, 21
23
Nonappropriated Funds (NAFs),
I, 17, 20
Activities, 17-19
Fin®l Mgt Branch, 3
Instrumentality, 3, 5, 8-9, 11
Profit making, S
Stmt of Fin’l Condition, 11-12
Stmt of Income % Expence, 5-6
Support Questions, 17, 22
Working Capital, 17
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