
LIMITATIONS AND GUIDANCE:

1.  Cost authority equals the actual cost incurred up to the limit of obligation authority received on funded
customer orders for Direct Reimbursable outputs.

2.  For all Supply Management Business Areas, costs include all obligations recorded as reported on the
DD 1176, plus all approved costs for depreciation and actual credit returns.  For all other Business Area
costs include those reported an Line 2 of the DD 1307 Accounting Report.  Operating costs are not to be
incurred beyond the total approved amount shown for the Operating Budget without the specific prior
approval of this office.

3.  Major Maintenance and Repair.  Business Area obligations for major maintenance and repair will be
treated as a direct expense within the operating budget authority.

4.  The Capital Obligation Authority amounts represent a limitation subject to the provisions of Section
1517 of 31 U.S.C., the Ant-Deficiency Act.  Obligations are not to be incurred beyond the total approved
amount shown for each year for the Capital Budget (as modified by reprogramming per authority
provided in DoD(C) memorandum of September 27,1991, DBOF Financial Policy) without the specific
prior approval of this office.  Except as provided in this document, no other funds are available for
Capital Budget obligations.

5.  NOR: The NOR provides the overall net operating result expected to be achieved in the Business by
year end.  The NOR provides a primary financial management goal and will be used in conjunction with
other performance measures to assess the overall operational effectiveness of the Business, as
identified and reported monthly on the DID 1307 Report.  For each Business Area, the Component is
responsible for preparing a monthly Revenue and Cost plan.  Joint execution reviews of this plan will be
conducted by this office and DLA on February 1 0, May 1 0, and August 10, 199K

6.  CASH MANAGEMENT: The Component is responsible for compliance with monthly execution of
collections and disbursements in accordance with the monthly approved plan, based on the funding
profiles established by this document.  An explanation of the causes for monthly variances of $50 million
or more between the sum of collections and disbursements and the monthly approved plan must be
provided to the Director for Revolving Funds, within 10 days after accounting reports are available.  The
end of year net outlay goal specified above is established in accordance with the approved collections
and disbursements plan for this Business Area.

7.  UNIT COST, The total cost for these outputs identified by a unit cost is predicated on a projected
level of work load.  Components may request increases in Cost Authority based on an increase in the
number or value of orders accepted.  Conversely, if actual work load declines below levels anticipated
appropriate reductions will be made to the total costs shown in this document.

8.  PERFORMANCE GOALS: Descriptions of performance effectiveness measures are contained in the
DBOF Milestone 11 report submitted to Congress on March 1, 1 993.

Measure Goal
On Time Shipments - High Pri 1 Day
On Time Shipments - Routine 8 Days
Material Denials < .8%
Locator Accuracy > 99%

9.  OTHER:
a.  This document provides initial cost authority for fiscal year 199X
b.  This document reflects a revised capital program threshold of $50,000


