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| mpl ementing Instructions

All real accounts shall be converted as of October 1, 1983. Mbst
real accounts have not been changed, therefore, there wll be
little conversion required. It is inportant that clarification
to nom nal and sub-accounts be acconplished in accordance with
the attached charts as there are several additions and changes.
The attached conversion sheets are forwarded to insure a standard
and consistent inplenmentation of the new Chart of Accounts and
Journal Entries and provide a ready reference to staff of changes
that will serve as an aid until the new systemis conpletely
understood. The conversion tabl es include:

- new real account nunbers and titles to old real account
nunbers and titles. None of the old accounts have changed
but a few have been added (Attachment 1).

- new nom nal account nunbers and titles (Attachment 2). Also
included is a conversion table of old account nunbers to new
account nunbers since several of the old accounts have been
changed (Attachnment 3). This chart shall be used in
conpleting "Sane Period Last Year" colum of the FPI Form 3.

- new sub-account nunbers and titles and ol d sub-account
nunbers and titles (Attachment 4). Also included is a
conversion table of old account nunbers to new account
nunbers since several of the old accounts have been changed
(Attachment 5). This chart shall be used in conpleting
"Same Period Last Year" colum on the FPlI Form 4.

- new Journal entry nunbers to old journal entry nunbers
i ncluding the source of the entry and its purpose
(Attachnent 6). Also included is a conversion table of old
journal entry nunbers to new journal entry nunbers
(Attachnment 7).

New/ revi sed forns resulting fromthis change are being printed
and are scheduled for distribution in early Cctober. The
followwng forns are affected by this manual revision:

FPI Form 2 - Conparative Bal ance Sheet - now only contains the
bal ance sheet and will be used effective Cctober 1983 reporting.

FPI Form 3 - Condensed Statenment of QOperations - new formused to
report results of operations and will be used effective Cctober
1983. Detailed instructions on the use of the "Same Period Last
Year" columms will be issued in Septenber 1983.

FPI Form 4 - Sunmary of Expense - (revised) used to report
expenses for various nom nal accounts and will be used effective
Cct ober 1983.
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FPI Form 7 - Shipping Oder and Cost of Sales Register -
(revised) used to record shipnments of goods and the applicable
cost of sales. WII| be used effective Cctober 1983.

FPI Form 10 - Monthly Conpleted Job Order Report - new form used
to record the summary of all costs for jobs conpleted during a
month. WIIl be used effective October 1983.

FPI Form 81 - Vocational Training revises formfor request,
budget and reporting of vocational training prograns and wll be
used effective October 1983.

FPI Form 97 - Washington Control Register - a new register used
to record all transactions between UNICOR | ocations. WII be
used effective October 1983.

FPI Form 1034 - Control Voucher for Purchases and Services O her
t han Personal - new form for use in voucher preparation wll be
used upon the soon depletion of current supply of SF-1034's or
Cct ober 1984.
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O d Account Title

ad
Account
New Account Title Nunber
Cash None
Operating 03. 31
Speci al Deposits 03. 39
Account s Recei vabl e 10
Gover nnent .1
Travel Advances .2
Publ i c None
Fi ni shed Goods 15
Fi ni shed Goods .1
Manuf act ur ed
Qut si de Purchases
Wrk in Process 18
Material in Process .1
Labor in Process .2
OHin Process .3

Raw Materials & Supplies 20

Raw Materials & Supplies 1
Defective Materi al .2
Scrap .3
Shop St ock .4
5
Al | owance for Qbsol ete None
| nventory
Raw Materials & Supplies None
Fi ni shed Goods None

Machi nery & Equi pnent 25
Pr oducti on
O her

APWNE

Al | owance for (bsol ete None
Machi nery & Equi pnent

Bui | dings & I nprovenents 30

.1
Not Used .2
Not Used
Construction 35

Cash- Operati ng
Speci al Deposits

Account s Recei vabl e
Accounts Recei vabl e
Travel All owances

Fi ni shed Goods
Fi ni shed Goods
Manuf act ur ed
Qut si de Purchases

Wrk in Process
Material in Process
Labor in Process
OHin Process

Raw Materials & Supplies

Raw Materials - Supplies

Def ective Materi al
Scrap

Shop St ock

Bai |l ment WMateri al

Machi nery & Equi pnent
M& E Pr oducti on
M& E V. T.

M & E Divisional
M& E Adm nistrative

Bui | dings & | nprovenents
B & | Industrial
B & | Vocati onal

Construction
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New ad
Account Account
Nunber New Account Title Nunber A d Account Title
40 Deferred and Prepaid 40 Deferred and Prepaid
Expense Expense
.1 Start-up Costs
.2 Pr ot ot ype Products
.3 O her
45 Not Used 45 O her Assets
97 Washi ngt on Control 97 Washi ngton Contro
21 Prior Years Bal ance None
.2 Cash Transfers None
.3 Tangi bl e Assets Transfers None
.4 Transfer Billings None
CREDI T ACCOUNTS
70 Account s Payabl e 70 Account s Payabl e
21 Vouchers in Transit 21 Voucher s
.3 Unvoucher ed Receipts .3 Vouchers in Transit
4 Transportati on Expense Payable .4 Reserve for Transportation
.5 Accounts Payabl e Deferred .5 Account s Payabl e
Def erred
. 6 Conti ngent Annual Leave . 6 Conti ngent Annual Leave
T Accrued Expenses T Accrued Accounts Payabl e
.8 Acci dent conpensation Payable .8 Reserved for Accident
Conpen-
.11 Speci al Deposits sation
.12 Not Used .11 Speci al Deposits
12 Liability for Bail nent
Mat eri al
80 Accunul at ed Depreciation MXE 80 Reserve for Depreciation ME
.1 Pr oducti on .1 M & E Production
.2 O her .2 M&E V.T.
.3 Not Used .3 M & E Divisional
.4 Not Used .4 M&E Admnistrative
81 Accunul at ed Depreci ation 81 Reserve for Depreciation
Bui | di ngs and | nprovenents Bui | di ngs and | nprovenents
.1 Pr oducti on .1 B &1 Industrial
.2 O her .2 B&l VT,
85 Not Used 85 Reserve for Contingent
Liability
90 Initial Capital
90 Initial Capital
91 Donat ed Property None



New
Account
Nunber New Account Title
95 Resul ts of Operations
21 Cumul ative Results of
Qper ati ons
.2 Cumul ative Results of
Qperations (Current Period)
.3 Dividends Paid U S. Treasury
None
Transferred
of
97 Washi ngton Contro

Prior Year's Bal ance

Cash Transfers

Tangi bl e Assets Transfers
Transfer Billings

APWNE
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ad
Account
Nunber A d Account Title
95 Ear ned Surpl us
None
None
None
96 Property
W t hout Exchange
Funds
97 Washi ngton Contro
None
None
None
None



New
Account
Nunber

54

55

N

56

APWNE

5

Attachment 2-1
8000. 1

8500, CN- 16, Septenber 8, 1983

CONVERSI ON' SHEET

New Nom nal
a d Noni nal

Account s

Account s

Debit Accounts

New Account Title

Sal es Return for Rework

Gover nnment Agenci es
UNI COR

Ret urns and Al | owance

Gover nnment Agenci es
UNI COR

Cost of Sales
Gover nnment Agenci es
UNI COR
Abnor mal Costs
| nvent ory Val uati on
Wite-Of
| nventory

over ages/ Short ages

*57
*60
*61
*62
*63
*64
*65
*66

71

72

- ZmM0

73
75
76
77

78
79

Producti on Expense
Mai nt enance Expense
QA Expense
War ehouse Expense
Busi ness O fice Expense
Sel |l i ng Expense
O her Expense
Pre-1ndustrial Training
Support Division Expense

| nformati on Systens

Di vi si on

Production Division Expense
Dat a/ Graphi cs Divi sion
El ectronics Division
Metal, Wod and Pl astics

Div.
Textile & Leather Products

Corporate Adm nistrative
Expense Control

Vocati onal Training Exp.
Cont r ol

Voc. Training Experinental

Cont r ol

| nmat e Performance Pay

Extraordi nary Losses

Di sconti nue Operations

* - New nunber different fromold

nunber

ad
Account
Nunber A d Account Title
none
55 Sal es Returns and
Al | owances
21 Cost Sal es
.2 Transfer Sal es
56 Cost of Sales
21 Cash Sal es
.2 Transfer Sal es
57 Manuf act uri ng Expense
57 " "
57
57
57
60 Sal es Expense
63 O her Expense
66 Pre-1ndustrial Training
62 General Adm n. Expense
64 Div. Operating Expense
62 General Adm n. Expense
Contro
61 Vocati onal Trai ning
76 Vocati onal Trai ning
Experi nment al
67 | nmate Meritorious
Conpensati on
63 O her Expense
63 O her Expense
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New
Account
Nunber ad Account Title
50 Sal es
.1 Gover nnment Agenci es
.2 UNI COR
53 O her | ncome
.1 M scel | aneous Sal es
.2 Cost of M scel | aneous
Sal es
.3 O her | ncome
.4 Recapt ure of Donated
Property Expense
58 Over head Expense Applies
74 Profit or Loss
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ad
Account
Nunber O d Account Title
50 Sal es
.1 Cash
.2 Transfer Sal es
53 O her | ncone
.1 M scel | aneous Sal es
.2 Cost of M scel | aneous
Sal es
.3 O her | ncone
- None
- None

65

Profit and Loss
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a d Nonmi nal Account
To
New Nom nal Accounts

DEBI T ACCOUNTS CREDI T ACCOUNTS
ad New ad New
Account Account Account Account
Nunber Nunber Nunber Nunber
55 55 50 50
.1 .1 .1 .1
.2 .2 1.1 xX. 30
.2
56 53 53
1 1 .1 .1
2 2 .2 .2
.3 3
57 57, 60, 61, .4 xx.14.3
62, 63 .5 None
58 54 None
1 56. 3 65 74
2 56. 4
3 None
60 64
61 75
62 73
63 65
64 66
66 77
67 xX. 03
68 xX. 08
69 76

xX = Over head Account
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O d Accounting Title

8500,
CONVERSI ON SHEET
NEW SUB- ACCOUNTS
To
OLD SUB- ACCOUNTS
New ad
Account Account
Nunber New Accounting Title Nunber
* .01 Salaries, Cvilian .01
.1 Per manent Positi ons .1
.2 O her than Per manent .3
. 2a Tenpor ary Enpl oynent . 3a
. 2b Part tinme Enpl oynent . 3b
. 2C Intermttent Enpl oynent . 3¢C
.3 O her Personnel Conpensation .5
Conpensati on
.4 Conti ngent Annual Leave . 8
Servi ces
.02 Per sonnel Benefits . 38
.03 | ncenti ve Awards *
.1 Cvilian -
.2 | nmat e -
* .04 Contract Services . 29
.1 Speci alists .1
.2 O her .2
. 05 Labor Indirect I nmate .02
21 Regul ar -
.2 Overtine -
.3 O her -
. 06 Rei mbur sabl e Sal ari es -
. 07 Enpl oyee Devel opnent .30
.1 Cvilian .1
.2 | nmat e .2
.3 | nmat e Schol ar shi ps .3
.08 Acci dent Conpensati on 20
.1 Cvilian -
.2 | nmat e -
.09 Speci al d ot hi ng .22
.10 Speci al Meal s . 28
.11 Experi ment al Expense .24
.12 Grading & Testing . 36
.13 | nvent ory Overage Shortage -
* .14 Damaged/ Qbsol ete | nventory 21
.15 I ndirect Materials .12
* Nom nal Account 8 had been used for Incentive Awards.

Salaries, Cvilian

Per nanent Positions

O her than Per manent
Tenpor ary Enpl oynent
Part time Enpl oynment
Intermttent Enpl oynent
O her Personnel

Speci al Personnel

Per sonnel Benefits
Not Used
Not Used

Contract Service
| ndi vi dual
O her

Labor | ndirect

Not Used

Not Used

Not Used

Not Used

| nmat e

Enpl oyee Devel opnment
Cvilian

| nmat e

| nmat e Schol ar shi ps
Acci dent Conpensati on
Not Used

Not Used
Speci al d ot hi ng
Speci al Meal s

Experi nment al

Grading and Testing
Not Used

Loss and Damaged Goods

Factory Supplies
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O d Accounting Title

New ad
Account Account
Nunber New Accounting Title Nunber

16 Factory Supplies .12
17 Machi nery Repairs .15
18 Bui | di ng Repairs .14
19 M nor Equi pnent & Tool s .19
20 Depreci ati on M&E .10
21 Depreci ati on B&l .11
22 Anortization .08
23 Rents & Royalties . 07
*24 Vehi cl e Operations
25 Uilities .03 &
.05
*26 Commruni cati ons Expense .09
27 Bad Debts Expenses
28 Travel Expense . 06
.1 Regul ar Travel .1
.2 Perm Change Station-Benefits .2
12)
.3 Perm Change Station-travel .3
12)
.4 Transportation - Storage
.5 Trai ning Travel .4
29 Frei ght, Express, Parcel Post .16
30 Transportation Cost Billed
to O her . 16. 6**
31 Packagi ng & Shi ppi ng . 26
32 Sanpl es . 25

Contai ns further

* *

Nom nal

Account 5501.1 has al so been

br eakdown of account than shown on FP

used.

Factory Supplies
Machi nery Repairs
Bui | di ng Repairs
M nor Equi pnent & Repairs
Depreci ati on M&E
Depr eci ati on B&l
Anortization of Decreased
Rent and Royalties
Vehi cl e Operations

Power & Fuel

Li ght, Heat,

Tel ephone & Tel egraph
Not Used
Travel Expense
Regul ar Travel
Change of Duty Station (OB
Change of Duty Station (OB

Not Used
Trai ning Travel

Frei ght, Express, Parcel Post
Transportation Cost Billed
to O her

Packagi ng & Shi ppi ng
Sanpl es

Form 4
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New ad
Account Account
Nunber New Accounting Title Nunber A d Accounting Title
33 O fice Expenses .23 O fice Supplies, Printing
and Stationery
21 Supplies & Stationery 21 Supplies & Stationery
.2 Post age - Not Used
.3 Printing & Duplicating .2 Printing
.4 Equi prent Rent al - Not Used
.5 Comput er Lines Tel ephone Charge - Not Used
. 6 Computer/ O fice Machi ne Repair Not Used
34 Publ i cati ons .27 Publ i cati ons
35 Interest Paid - Not Used
*36 D scounts Lost - Not Used
37 O her Expense .04 O her
38 Speci al (d eaning Account) .37 Per sonnel Benefits
39 MRE Vocational Training - MRE Vocational Training
40 B& Vocational Training - B& Vocational Training
41 Mar keting & Selling Not Used

*

Contai ns further

breakdown of account than shown on FPI

Form 4
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CONVERSI ON SHEET
CLD SUB- ACCOUNTS
To
NEW SUB- ACCOUNTS

ad New ad New
Account Account Account Account
Nunber Nunber Nunber Nunber
.01 .01 .16
.1 .1 .1 . 29
.3 .3 3 .28. 4
.a .a .4 . 30
. b . b .17 .24
c . C .18 -
5 .3 .19 19
8 .4 .20 08
02 .05 .21 -
03 .25 .22 09
04 . 37 .23 33
05 . 25 .1 1
06 . 28 .2 2
1 .1 .24 .11
2 .2 . 25 .32
3 .3 . 26 .31
4 .5 .27 .34
07 .23 . 28 .10
08 .22 . 29 04
09 . 26 .1 .1
10 . 20 .2 .2
11 .21 30 .07
12 .15 .1 .1
13 .14 .2 .2
14 .18 .3 .3
15 .17 .35 .31
. 36 .12
37 . 38
. 38 .02
.40 Not Used

. 50 Not Used
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CONVERSI ON SHEET
New Journal Entry
To
A d Journal Entry

Cor r espondi ng

New JE ad JE Pur pose
1 Var i ous Transaction which affect Acct. 97.
5 5 Record Cash Col | ecti ons.
* 6 none Recapt ure donated property expense.
7 7 Record transportation cost for nonth.
TA none Wite off transportation accruals not
bi | | ed.
8 8 Record tangi bl e property received.
* 8A 8 Return of tangi ble property received.
* 8B 8 Record donations at fair market val ue.
9 9 Record vouchers approved for paynent.
* QA - Used upon di sconti nuance of a factory,
product |ine or nethod of operations.
10 10 Accrual s.
11 11 Reverse of accruals from prior nonth.
12 12 Itens issued for the nonth.
12a - Record adjustnents in UNI COR property
transfer.
13 13 Record paynents nade.
14 14 Record check cancel |l ati ons.
15 15 Wite off of deferred & prepaid expense.
16 16 Set up depreciation charges.
17 17 Char ge over head expense.
18 18 Charge conpleted WP to F/G & cost of sales.
19 19 Charge conpleted wdrawn fromF/ G to cost
of sal es.
20 20 Record redistribution of expense within an
i ndustry.
21 21 Reval uati on, disposal as scrap, transfer,
| ost
w thout fault of responsible person.
*21a 21 Loss of fixed asset due to catastrophe.
*21b 21 Loss of inventory due to catastrophe.
*21c 21 Record 95% wite down.
*21d 21 Wite down of prototype equi prment.
22 22 Record sal es.
*22a 22 Sal e of scrap, renoval from scrap inventory.
*22b 22 Sal es returns for rework.

*23 - Wite off uncollectible debts.



New JE

*
*
*

accounts.

*
*
*

*

24
25
26

26a
26b
26¢C
27
31
32
40
41
42

43
44

= NEWJE # DI FFERENT FROM COLD

Cor r espondi ng
ad JE

24
26
27, 28
29

none

none

31, 32
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Pur pose

Cl ose construction account.

Record increase/decrease in annual | eave.

Record Inventory Shortages ad wite off
damaged or obsolete inventory not processed
t hrough JE 26B or 26C

Record Shortages/overages in raw naterial s-
Suppl i es

Record directed all owances for danaged/
obsol ete property.

Record di sposal of itens for which an

al | omance has been established in JE 26b.

Record donations of previously donated
property to non UNICOR activities.

Cl ose nom nal accounts.

Cl ose Washi ngton Control accounts.

Cl ose division and corporate expense.

Cl ose subsidiary Washi ngton Contro

Cl ose corporate profit/loss for year
Cl ose Account 95.2 to 95. at year end.
Record distribution to U.S. Treasury.
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none
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FOREWORD

1. PURPGSE. This manual has been devel oped to provide
accounting policies and procedures to be followed in governing
accounting operations and internal financial controls within

UNI COR. These policies and procedures are designed to be
consistent wwth the principles and standards established by both
t he General Accounting Ofice and the Departnment of Justice.
Manual changes will be issued when required to assure that
docunent ed policies and procedures keep pace with current

devel opnents in accounting theory and practice and the needs of
UNI COR operati ons.

2. SCOPE. Al corporate, division and field |ocations of UN COR
are required to operate in accordance with policies and
procedures prescribed in this manual.

hbrnan A. Carl son
Conn1SS|oner _
Federal Prison Industries, |nc.



Section 8500
8501
CLASSI FI CATI ON
8502
8503
8504
8505
8506
8507
8508
8509
8510
8511
8512
8513
8514
8515
8516
8517
8518
8519
8520
8530

8000. 1
Chapt er 8500, CN-16
Septenber 8, 1983

UNI COR
ACCOUNTI NG MANUAL

TABLE OF CONTENTS
OVERVI EW
CHART OF ACCOUNTS AND ACCOUNTI NG
CODES
JOURNAL ENTRI ES
| NTERNAL CONTROL
I NVO Cl NG
COLLECTI ONS
COST ACCOUNTI NG MANUAL ( Separ at e Manual )
DI SBURSEMENTS
FI XED ASSETS
| NVENTORY CONTROL
( RESERVED)
PAYRCLL
( RESERVED)
TRAVEL AND TRANSPORTATI ON
VOUCHERI NG
REPORTS, FORMS AND RECORDS
( RESERVED)
( RESERVED)
ACCOUNTI NG DATA FOR THE PLANNI NG FUNCTI ON
AUDI T ACTIVITY
TRAI NI NG
PROCUREMENT



8000. 1
Chapt er 8500, CN- 16, Page 8500-1
Septenber 8, 1983

OVERVI EW

100. BACKGROUND Federal Prison Industries, Inc., is a wholly
owned Governnent corporation established in the District of

Col unbia in 1934 under Acts of Congress and an Executive O der,
both of which are now incorporated in Title 18 of the United
States Code, Section 4121 to 4128. Throughout this manual the
trade nane UNICOR wi Il be used to identify the corporation,
Federal Prison Industries, Inc.

101. UNICOR M SSIONS The primary m ssions of UNICOR are to:

1. Enploy as many innmates as possible in contenporary
productive labor. This mssion is designed to reduce idleness
whi ch deprives offenders of self respect and a sense of purpose
and provides inmates with noney for personal expenses and famly
assi stance. Various forns of enploynent are to be provided to
gi ve inmates maxi mum opportunity to acquire a know edge and skil
in trades and occupations which will provide a neans of
[ivelihood for them upon rel ease.

2. Provide industrial training to inmates at the entry | evel
or for enhancenent of their capabilities in skilled and
sem -skilled occupations. Industrial training may be provided
qualified i nmates whet her assigned to UNICOR or any ot her
institution program

3. Remain financially self-supporting in neeting the financi al
needs for facilities/equipnment nodernizati on and inprovenents,
manuf act uri ng operations, vocational training expenses, nonthly
cash awards inmate services provided to the institution and
acci dent conpensation of inmates injured in job rel ated
activities.

102. LEG SLATION Title 18 of the United States Code provides
| egislation for UNICOR activities in the areas of the duties,
authorities and controls.

1. Duties. Specific UNICOR duties |egislated by Congress
i ncl udes:

a. UNICOR Board of Directors shall provide enpl oynent for
all physically fit inmates in the United States penal and
correctional institutions and may provide for the vocational
training of qualified inmtes without regard to their industrial
or other assignnents.
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b. Such fornms of enploynent shall be provided as wll give
the inmates of all Federal penal and correctional institutions a
maxi mum opportunity to acquire a know edge and skill in trades
and occupations which will provide themwi th a neans of earning a
l'ivelihood upon rel ease.

c. Al noneys under the control of UNI COR or received from
the sale of the products or by-products of such Industries, or
for the services of federal prisoners, shall be deposited or
covered into the Treasury of the United States to the credit of
the Prison Industries Fund and wi t hdrawn there-from only pursuant
to accountable warrants or certificates of settlenent issued by
the General Accounting Ofice.

d. Al valid clains and obligations payable out of said
fund shall be assumed by the corporation.

e. The corporation, in accordance with the |laws generally
applicable to the expenditures of the several departnents and
establi shnments of the governnent, is authorized to enploy the
fund, and any earnings that may accrue to the corporation, as
operating capital in performng the duties inposed by this
chapter including the repair, alteration, erection and
mai nt enance of industrial buildings and equi pnent; paying, under
rul es and regul ati ons pronul gated by the Attorney Ceneral,
conpensation to inmates enployed in any industry, or performng
out standing services in institutional operations; and
conpensation to inmates or their dependents for injuries suffered
in any industry or in any work activity in connection with the
mai nt enance or operation of the institution where confined. In
no event shall conpensation be paid in a greater anount than that
provided in the Federal Enpl oyees' Conpensation Act.

f. Accounts of all receipts and disbursenents of the
corporation shall be rendered to the General Accounting Ofice
for settlenment and adjustnent, as required by the Conptroller
CGeneral .

g. Such accounting shall include all fiscal transactions of
t he corporation, whether involving appropriated noneys, capital,
or receipts from other sources.

h. The Board of Directors of UN COR shall make annual
reports to Congress on the conduct of the business of the
corporation and on the condition of its funds.

2. Authorities. Specific UNICOR authorities |egislated by
Congr ess i ncl udes:

a. The Attorney Ceneral may make available to the heads of
the several departnents the services of United States prisoners
under terns,
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conditions, and rates nutually agreed upon, for constructing or
repairing roads, clearing, maintaining and reforesting public
ways or works financed wholly or in major part by funds
appropri ated by Congress.

b. The Attorney CGeneral may establish, equip, and maintain
canps upon sites selected by him el sewhere than upon Indi an
reservations and desi gnate such canps as places for confinenment
of persons convicted of an offense against the laws of the United
St at es.

c. UNICOR industries may be either within the precincts of
any penal or correctional institution or any convenient locality
where an existing property may be obtained by |ease, purchase or
ot herw se.

3. Controls. Specific operating controls over UN COR
operations that have been | egislated by Congress incl udes:

a. Limtation on comodities produced to those consuned
Wi thin Federal penal institutions or for sale to the departnents
or agencies of the United States, but not for sale to the public
in conpetition with private enterprise

b. UNICOR industries should be so diversified that no
single private industry shall be forced to bear an undue burden
of conpetition fromthe products of the prison workshops and
shoul d reduce to a m ni num conpetition with private industry or
free | abor.

c. Any industry established by UNICOR shall be so operated
as not to curtail the production of any existing arsenal, navy
yard, or other Government workshop.

4. Sales. Title 18 of the United States Code, Sec. 4124, also
provides legislation related to the sale of UNI COR products as
fol | ows:

a. The several Federal departnents and agencies and al
ot her Governnent institutions of the United States shall purchase
at not to exceed current market prices, such products of the
i ndustries authorized as neet their requirenents and may be
avai |l abl e.

b. Disputes as to the prices, quality, character, or
suitability of such products shall be arbitrated by a board
consisting of the Conptroller CGeneral of the United States, the
Adm ni strator of General Services, and the Director of the Bureau
of the Budget, or their representatives. Their decision shall be
final and binding upon all parties.

103. BOARD OF DI RECTORS

1. The Corporation is admnistered by a Board of six directors
representing industry, l|labor, agriculture, retailers and
consuners, the Secretary of Defense and the Attorney General.
The nmenbers of the Board are appointed by the President of the
United States and serve w thout conpensation (18 U S.C. 41231).
Regul ar neetings of the board are held sem -annually.
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2. Oficers of the Corporation include a President and Vice
President selected from Board of Director nenbership. The
Secretary of the Corporation is appointed by the President of the
Board of Directors subject to approval by the Board of Directors.
The Director of the Federal Bureau of Prisons is the ex-officious
Comm ssioner of Industries. He is the acting executive officer
of the Corporation and has all of the rights and powers vested in
hi mby the Board of Directors. He is specifically enpowered to
sign all contracts of the Corporation. The Conmm ssioner causes
to be kept full and accurate accounts of receipts and
di sbursenents in books belonging to the Corporation as well as
all other transactions of the Corporation so that a proper and
correct financial condition of the Corporation can be ascertai ned
at any tine.

An Associ ate Conm ssioner is appointed by the Board of
Directors who exercises the powers and perforns the duties of the
Comm ssioner of Industries to the extent del egated by the
Comm ssioner or vested in himby the Board of Directors.

Enpl oyees of the Corporation and their rate of pay are subject to
the Attorney Ceneral's criteria and the rules and regul ati ons of
the O fice of Personnel Managenent.

104. ORGAN ZATI ON STRUCTURE. The Associ ate Conm ssioner with
the aid of an executive assistant directs UN COR operations

t hrough three groups, one staff function and a Product

Requi renments Comm ttee.

1. Industrial Operations Goup. Five divisions conprise this
group Each of these divisions is responsible for a specific
product line or nunber of related product lines. The functions
of each product division include those directly related to the
production and sal e of goods and services; including product
devel opnment, procurenent, inventory managenent, production
schedul i ng, custoner search, sales and marketing, etc. The five
product divisions and associ ated products are:

a. Data/Gaphics Division. Data encoding services
(keypunch, key-to-disk, key-to-tape). Ceneral and special custom
printing, wood and netal signs, decals.

b. Electronics Division. Wring devices of all types,
el ectrical cable assenblies, electronic wiring harnesses, printed
circuits, electronic systens, support systens.

c. Metals/Wod/Plastic Division. Metal and wood
office/dormtory furniture, steel shelving, mlitary beds, bore
brushes, nolded fiberglass furniture, furniture refinishing,
mlitary helnets, wide variety of paint, varnish and mai ntenance
brushes.

d. Textile and Leather Products Division. Shoes, broons
mattresses, gloves, drapery, cotton and wool textiles, canvas
goods, synthetic textile products, clothing, weather parachutes.
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The organi zational structure of the divisions normally has
the follow ng staff functions: division managenent, industri al
or production managenment, quality control, adm nistration and
mar keting. Product D vision Managers report directly to the
Secretary/ Deputy Associ ate Conm ssioner. While division
adm nistrative officers are not directly involved in accounting
matters they receive, review and anal yze copies of nonthly
accounting reports related to their division factories and
eval uate pricing recomendations. As a result they serve as
financial advisors to the product division managers.

2. Corporate Managenent G oup. This group advises on the
pl ans and policies of the Corporation and oversees its general
managenent. Anong its primary responsibilities are fornulation
of program pl ans based on both corporate and institution needs
and assessnent and eval uation of industrial prograns. It is also
responsi ble for those activities generated by common needs of the
product divisions such as publications, inmate prograns,
i ndustrial design, and quality assurance. This group is directed
by the Secretary/Deputy Associ ate Conm ssioner, assisted by an
adm nistrative officer and is conprised of the Quality Assurance,
| ndustrial Design and Inmate Prograns Units. In addition, each
Superintendent of industries is a nenber of the Corporate
Managenent Group in matters concerning the conduct of UN COR
busi ness and corporate policy.

The functions of these support units are as foll ows:

a. The quality assurance unit is responsible for the
devel opment of corporate policies and procedure in quality
assurance areas. The Quality Assurance Manager is al so
responsible for field [ocation reviews to assure inplenentation
of corporate-w de quality assurance prograns.

b. The industrial design unit is responsible for
devel opment of sales pronotion literature and rel ated graphics
arts.

c. The inmate prograns unit is responsible for inmte
industrial training prograns, inmate industrial relations and
i nmat e safety prograns.

d. The groups adm nistrative assistant provides a focal
point for |iaison between the Corporation and the Conmmttee for
t he Enpl oynent of the Blind and Other Severely Handi capped
(BOSH), and for the adm nistration of corporate-wide civilian
position and personnel matters.

3. Financial Managenent Goup. This group maintains the
corporate financial and managenent information system and
records, establishes corporate policies and procedures and
reviews their inplenentation, is responsible for facilities
managenent and assunes responsibility for the effective operation
of field location business offices. The group is directed by a
Deputy Associ ate Comm ssioner and is conprised of the Information
Syst ens,
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and Resources Division; and the Internal Audit, |ndustri al
Project, and Plans and Policies Units.

a. The Information Systens Division is responsible for al
the technical effort required to automate UNI COR financial and
data systens.

b. The Resources Division is responsible for financial and
accounting matters of the corporation including the devel opnent
and di ssem nation of policy statenents. The Controller heads the
division. Central Ofice needs for |egal, personnel,
procurenent, fiscal, mail room nmaintenance, safety service is
provi ded by the Bureau of Prisons. UN COR pays for service by
assum ng the cost of salaries for support positions.

c. The Internal Audit Unit is responsible for periodic
on-site review of financial activities at UNTCOR field | ocations
and Product Division offices. Tri-annual audits by the General
Accounting O fice and periodic audits by the Departnent of
Justice Audit Staff, financed by UNI COR, round out the formal
audit activity for the corporation. The Bureau of Prison's
O fice of Inspection reviews all matters concerning the
professional integrity of UN COR personnel.

d. The Industrial Projects Unit coordi nates UN COR
i nvol venent in the establishnment and furni shing of new BOP
institutions, UNICOR building and inprovenent progranms, facility
managenent and safety.

e. The Plans and Policy Unit coordinates | ong range
pl anni ng and budgeti ng, devel ops corporate polices and procedures
related to program matters, coordinates UNICOR staff training,
conducts operations and managenent anal yses and participates in
speci al projects as assigned.

4. Corporate Policy Review Commttee (PRC). This committee
assists the corporate Managenent Staff by originating, review ng
and recomendi ng corporate policy. This exploration concept is
carried out by a staff nenber fromeach of the UNI COR Divisions
as appointed by the Division Manager. Specific functions of the
Commttee to: a. Provide a corporate-level forumfor the
di scussion, review, and devel opment of corporate policy issues.
It's recomendations are submtted to the Corporate Managenent
Staff for review at regular, bi-nonthly D vision Managers
Meet i ngs.

b. Performad hoc studies to research and recomend
solutions to specific PRC agenda itens.

c. Develop papers pertaining to issues on its agenda for
Executive Staff and Division Managers Meetings, and other foruns.
These papers are circul ated anong the Corporate Managenent Staff
for review and approval prior to rel ease.
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d. Search for and eval uate new enterprises for UNI COR and
eval uates and recommends future directions for existing
i ndustri es.

105. MANAGEMENT SYSTEM In 1977 UNI COR i npl enent ed a nanagenent
structure based upon the contenporary concepts of matrix
managenent. To illustrate the matrix concept, excerpts fromthe
June 1978 issue of the Harvard Busi ness Review are presented

bel ow.

"The identifying feature of a matrix organi zation is that sone
managers report to two bosses rather than to the traditional
single boss; there is a dual rather than a single chain of
command. This nodern design attenpts to take advantage of both
the new and the ol d organi zati onal systens by superinposing a
project structure onto a functional structure. Essentially, each
unit or individual staff nenber of the matrix structure has a
functional boss and a project boss.

In nmost matrix organizations, there are dual command
responsibilities assigned to functional department (marketing,
producti on engi neering, and so forth) and to product or market
departnments. The forner are oriented to specialized in-house
resources while the latter focus on outputs. Every matrix
contains three unique and critical roles; the top manager who
heads up and bal ances the dual chains of command, the matrix
bosses (functional, product, or area) who share subordi nates, and
t he managers who report to two different matri x bosses.™

UNICOR s matrix systeminvolves interaction between the two major
conponents of the Federal Prison System (BOP and UNI COR) as well
as interaction within UNICOR  For exanple, the Superintendents
of Industries, the ranking UNICOR official in the field, nust
answer to the institution's Warden, whose supervisory role within
the institution extends to all BOP and UNI COR enpl oyees at that

| ocation. Anmong the Superintendent's institutional
responsibilities are serving as Acting Associ ate Warden and
institution duty officer when so designated. On the other hand,
as a nenber of the UNI COR Corporate Managenent G oup, the
Superintendent reports to the Deputy Associ ate Conm ssi oner
(Operations), UNICOR In this exanple the Warden serves as the
Superintendent's functional superior while the Deputy Associ ate
Commi ssi oner serves as the project supervisor.

The schedul e and organi zational chart for Federal Prison

| ndustries, Incorporation presented herein (illustrations 1 and
2) illustrate the basic lines of authority and conmunication for
certain key positions. They are broken down into institutional
and divisional areas of responsibility. (It should be noted that
this particular chart is for FPI only, and that the Conm ssioner
is also the Director of Bureau of Prisons.)

106. DELEGATI ON OF AUTHORI TY TO CORPORATE CONTROLLER
1. Ceneral Responsibility. The Corporate Controller is

responsible for the reliability of the Central Ofice and field
| ocati on accounting
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[llTustration 1
Mat ri x Concept of Managenent
Organi zati on Chart

FEDERAL PRI SON | NDUSTRI ES, | NC
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[l1lTustration 2
Mul tiple Industries Locations
Organi zati on Chart

Posi tion Functi onal Boss Proj ect Boss(es)
Superi nt endent of War den (BOP) Secretary/ Deputy
| ndustries Associ ate Conmm s-
(Cor porate Man- si oner, UN COR
agenent G oup) ( Cor por at e Manage
ment )

Di vi si on Manger
(Product Division)

*Fact ory Manager Superi nt endent of Di vi si on Manager
(Product Divi - | ndustries (Product Division)
si on) ( Cor por ate Man-
agenent G oup)
Busi ness Manager Superi nt endent of Controller, UN COR
(Resour ces | ndustries (Resources Division)
Di vi si on) (Cor porate Man-

agenent G oup)

*At those institutions with single industries, the general foreman repl aces
the factory manager.
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systens and the accounting of financial data as accunul ated, summarized and
reported for internal and external purposes. The Controller is also
responsi ble for the inplenentation of the necessary internal controls for
t he saf eguardi ng of corporate assets and for insuring the validity and
integrity of the financial data generated. Generally, these
responsibilities are discharged through the issuance of accounting
policies, the establishnment of systens and procedures, the review of
submtted reports, coordinating training for Resources D vision staff, and
overseei ng the assignnment of positions and the selection of personnel for
these positions. The comrensurate authority is del egated by the Associ ate
Commi ssi oner, through the Deputy Associ ate Conm ssi oner.

2. Staffing Structure of the Resources D vision.

a. Central Ofice -- The headquarters conponent is conprised of the
Resources Division Manager (Controller), and a small support staff of
accountants and adm ni strative personnel. In addition to providing the

policy guidance for the division, this staff prepares the corporate
consolidated financial statenments and issues all required statistical
reports for external governnental purposes. This staff also maintains the
corporate accounting | edgers.

b. Field Location UNICOR Business Ofices - The accounting records
for the operation of UNICOR s production factories and service shops are
generally maintained in the Federal Correctional Institutions, U S
Penitentiaries or other correctional facilities where these industri al
activities are located. There are exceptions where it is nore econom cal
or efficient to maintain the records at a renote | ocation, usually another
UNI COR Busi ness O fice. Each business office is under the direction of a
Busi ness Manager, with a support staff of a size commensurate with the
wor kl oad which varies according to the nunber of factories involved. A
separate set of records is maintained for each factory, and uniformreports
are prepared nonthly. As of July 1982, the accounting procedures enpl oyed
are primarily manual in nature, supported by el ectronic posting machines in
the UNI COR busi ness offices. However, the Corporation is making a gradual
transition to a conputerized system for accunul ating the financial data and
transmtting the reports to the Central Ofice. To the maxi num extent
practicable, consistent with sound internal controls, inmate clerks are
assigned to supplenment the civilian personnel in these offices. These
clerks performnost of the clerical and accounting tasks under the
direction of and review by the civilian staff which functions basically in
a supervisory capacity. The staff generally includes accountants,
contracting officers and warehouse personnel in addition to the Business
Manager .

The UNI COR Busi ness Managers, as part of the Resources Division, are
t he professionals responsible for financial natters and the financi al
i nplications of proposed courses of action. |In this capacity, they perform
a val uabl e function by advi sing operating managenent officials on cash
availability, propriety of procurenent action, credibility of suppliers,
accuracy of cost allocations and other related financial matters.
Provi di ng advice on such matters is designed to avoid pitfalls and assi st
in applying efficient managenent and operating techniques. The
Superintendent of Industries is also responsible for Business Ofice
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activities as part of his/her overall responsibility for UN COR operations
at their field location. Those responsibilities include periodic

per formance eval uati ons of the Business Manager, with input fromthe
Controller.

3. Specific Transactions Requiring Controller's Approval.

a. Authorization and term nation of designated certifying officers at
all | ocations.

b. Approval of Contracting Oficer at all |ocations.

c. General concurrence with selection of all non-del egated Resources
Division positions at the field level, as well as Central Ofice staff.

d. Control of neritorious pay, vocational training and Central Ofice
Adm ni stration expenditures within the paraneters established by
Congr essi onal annual appropriation |egislation.

e. Control of Central Ofice expenditures for machinery and equi pnent
items, approval of special authorizations ($5,000 or nore per line item
for the acquisition of nonproduction type equipnment and provide quarterly
reports on the status of planned machi nery and equi pnment acqui sitions.

f. Approval of factory Board of Survey valuation of surplus property
acquisitions involving line itens val ued in excess of $5,000.

107. FI NANCI NG UNI COR OPERATI ONS

1. UNICOR operations are financed by the sale of its manufactured
products rather than allocations fromappropriated funds. Wile UNICOR s
budget process is used to estimate sal es volune and rel ated costs for the
year, it does not control procurenent action to the sane extent as
operating budgets control Congressional allocations. UN COR s
pre-validation process for procurenent action is concerned with the
availability of a sales order rather than fund allocation. Sales generate
the funds required to pay for operating costs and expenses. There are
exceptions. Vocational training expenditures and adm nistrative expenses
for Central Ofice activities are limted by Congressional appropriation
| anguage. UNI COR establishes its owmn |imtations, frequently based on
Congressi onal mandates, in such areas as travel expenses, neritorious pay
for Bureau of Prison inmates and major equi pnment and facility expenditures.
Pre-validation procedures are required for expenditures in these areas.

2. Wiile pre-validation procedures are not generally appropriate for
UNI COR financial activities, effective control of UN COR cash balances is a
necessity. Since UNICOR is self-supporting, sophisticated plans are
devel oped to assure that production activity generates sufficient cash to
meet operating needs. Vendor invoices should be paid pronptly, but
consistent with current Federal cash nmanagenent policies. Good relations
must be maintained with desired sources of supply. Adequate facilities and
equi pnrent nust be avail able, payrolls nust be pronptly paid, and sufficient
gquantities or raw materials nmust be on hand to keep production |ines
novi ng.
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3. Al nonetary receipts of UNICOR factories are deposited to a
Corporation account with the Treasury of the United States and are subject
to use by corporation entities in accordance with | aws general ly applicable
to Departnents of the Governnent. There is only one account for the
Corporation. Al institution business offices use this account, and
i ndi vidual factory cash bal ances are maintained for internal purposes.

4. Deposits and disbursenments are identified by Treasury accounting
station codes for each UNICOR | ocation. Mnthly deposits and di sbursenents
by | ocation are subject to reconciliation with the Treasury. 1In addition
t he UNI COR cash account balance with Treasury is subject to nonthly
reconciliation. Cash availability by factory at a UNICOR | ocation is
controlled at the HQ | evel, Resources Division in coordination with the
| ocati on Business Manager. Cash transfers by journal entry anong the
factories are made as necessary. These transfers are not processed through
Treasury as they have no effect upon UNICOR s cash account bal ance with the
U S. Treasury.

108. BUDGET PROCESS. UNI COR s budget activity is an annual process to
proj ect corporate expectations. The process is not designed as a basis for
obt ai ning funds as with nost Governnent agencies. However the process does
provide a basis for controls, coordination, communication and notivation,
features of any effective budget process. Each factory and managenent unit
identifies its objectives and projected financial activity which is
coordinated into corporate goals and objectives and financial projections.

M nor appropriation controls are established for corporate adm nistrative
expenses, vocational training expenditures and neritorious pay. The
remai ni ng financial projections are related to production estinmates.

109. PAYROLL FUNCTION. The payroll function for UNICOR is segregated into
two categories, civilian payroll and inmate payroll.

1. Cuvilian payroll is processed entirely by the Departnent of Justice
based on information given themby UNICOR s time and attendance cl erks.
Bi -weekly the Departnent of Justice provides UNICOR with earnings
statenents and conputer printouts (Accounting Station Posting Mdia,
A.S.P.M) which support the actual checks produced by Treasury per the

Departnents payroll. The A S.P.M is the docunent which provides the
payroll information for UNICOR s official set of accounting records.
2. Inmate payroll is prepared within each |ocation's Business Ofice and

is divided into two types of pay: pay for those inmates working within the
i ndustries and performance pay for inmates working on institutional
assignnments. Paynment for inmates working within the industries are based
on their experience and longevity within UNNCOR institutions. [|nmates
recei ving performance pay receive conpensati on dependent upon assignnment by
the Warden. | nmates under the performance pay system are not associ ated

wi th any function of the UNI COR i ndustri es.
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110. REPORTS

1. Basic Requirenents. The UNI COR accounting systemis designed to
enabl e the pronpt preparation of all needed financial reports. UN COR
reports clearly disclose significant financial facts about UN COR
operations and activities. They are prepared and issued as often as
necessary to be of maxi mum use to managenent officials and to neet
prescribed external requirenents. Both external and internal reports are
prepared fromthe sanme source data and should be in agreenent. External
reports are designed to neet the requirenents of control agencies and
internal reports to neet the needs of UNI COR managenent. Internal reports
include (1) statenents of assets and liabilities (Balance Sheet) and (2)
statenments concerning the results of operations (Income and Expense).

2. Type and Content of Reports. The follow ng discussion addresses the
maj or categories of UN COR accounting reports.

a. Financial Position (Balance Sheet). Field Business Ofices and
the Central Ofice prepare statenents of assets and liabilities relating to
their factories or activities. Such statenents should disclose the ngjor
categories of assets, the anount and nature of significant contingent
l[iabilities, and such explanatory information on the assets and liabilities
as is necessary to fully and clearly disclose the financial position of the
reporting office.

b. Results of Operation. Applicable costs incurred to produce
revenues fromsales of materials or services is conpared or matched with
t he anobunt of such revenues in preparing financial reports on
revenue- produci ng operations. The difference between revenues and
appl i cabl e costs and expense represents the financial results of these
operations as nea-neasured by the increase or decrease in the net assets of
each factory or activity.

c. Sources and Application of Funds. Annual corporate statenents of

financial position and results of operations prepared by the Resources

Di vi sion are acconpani ed by statenents of sources and application of funds.
All significant itenms nust be shown separately, as either a source or
application of funds.

d. Treasury Reports. UN COR Business Ofices and the Central Ofice
prepare reports and information relating to financial condition and
operations as required by the Treasury Departnent. UN COR accounts
relating to cash and other financial transactions are maintained in such a
manner as to facilitate the pronpt and accurate preparation of reports.

3. Oher. Each UNICOR field location supplies the Resources Division
wi th nonthly bal ance sheets, incone statenents, and a statenent of cash
transactions. A nonthly job analysis report (FPI Form51) is submtted to
Di vi si on managenent along with the nonthly financial statenment. Monthly
obligation reports, SF 225, Report of Obligations, and FPI Form 78, Report
of Anticipated Obligations/Reinbursenents, are submtted to the
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Resources Division as source data for various OVB reports. Mnthly Status
of Orders Reports (FPI Form 79) are submtted to Division Ofice for review
and analysis. A Construction Budget and Progress Report (FPI Form 29) is
submtted nonthly to Resources Division

At the close of each quarter UNICOR | ocations provide reports of expenses,
accounts receivabl e and accounts payable. Each |location submts, nonthly,
copies of its Washington Control Register related to capital of investnent
account transactions. Sem -annual reports on Procurenent by Gvilian
Agenci es, Enforcenent, Construction Progress, and Mnority Busi ness

Devel opnent are required for Central Ofice reporting to the Departnent.
During the year property itenms and raw material, work-in-process and
finished goods inventory reports are submtted to the Resources Division
for their review and anal ysi s.

Annual reports are provided concerning Analysis of Qher Incone,

m scel | aneous sal es, other expense, utilization and di sposal of excess and
surplus property, real property, notor vehicle, postal volune, inmate

i ndustrial pay and sundry assets. Annual operating plans are submtted to
t he Bureau of Prisons and Departnent of Justice. Based on these plans the
Depart ment provides Standard Form 132 apportionnment and reapportionnent
schedul es.

111. UNICOR S ACCOUNTI NG SYSTEM

1. UNICOR s Accounting Systemis designed to neet the requirenents of
t he Budget and Accounting Procedures Act of 1950 and the accounting
principles, standards, and related requirenents prescribed by the
Departnent of Justice as approved by Conptroller General of the United
States. The UNI COR system features accrual basis and cost accounting
met hodol ogy. Sal es are accounted for when invoiced. Material and | abor
costs and nmj or expense itens are charged to operati ons when used rat her
t han when obligated, received or paid. Raw materials are recorded as an
asset when received with an offsetting liability established pending
paynment. Major expenses itens that are paid for but not used as of the end
of an accounting period are reported as prepai d expenses. Mjor expenses
items that are used but not paid for at the end of an accounting period are
reported as an accrued liability. Property itens are recorded as assets
when received, and the costs of such itens is charged to operations through
periodi c depreciation or anortization entries. Effective property and
inventory controls are essential elenents of the UNI COR accounting systens.
Property responsibility assignnents are enforced and effective nai ntenance
prograns are required. Inventory stock |evels are established and used in
t he procurenent process. Periodic physical inventories provide data as to
the effectiveness of procedures and internal controls.

2. UNICOR s cost accounting system provides for analysis and eval uation
of each production job or process. Cost variances can be pronptly and
specifically identified. Wen custonmer orders are received, estimtes are
revised or cost |evels based on prior experience standards are used to
establish cost and quantity expectations. A production order with control
nunber identification initiates the production cycle. Material and |abor
costs and applicabl e overhead expenses are charged to work-in-process
i nventory when put into production and transferred to finished goods
i nventory
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when the production cycle is conpleted. Upon sale of itens produced the
appl i cabl e asset value in finished goods inventory is charged as cost of
goods sold to be applied against the dollar value of the sale. The actual
cost of each production effort is conpared with the predeterm ned estimate
or expectation. Analysis and evaluation of any significant deviations from
prior estimates discloses production efficiencies or deficiencies,
effectiveness of controls and profitability of the work effort As a result
of those eval uations effective personnel eval uations can be nade,
production inprovenents recomended or decisions nmade to enphasize or
deenphasi ze further involvenent with that product. Tie-in of cost data
with the financial accounting data provide an additional internal control
feature.

112. ACCOUNTI NG FUNCTI ONS. Sound financial planning and execution in

UNI COR i s acconplished through the accounting and internal control system
The purposes of the accounting systemand internal control procedures are
as follows:

1. Accounting. UNICOR s accounting system provi des essential and
reliable information on assets, liabilities, disbursenents, revenues, costs
and expenses. The accounting system provides for identifying classifying,
recording, controlling, summarizing, reporting, analyzing, and interpreting
financial data. The systemis a managenent tool designed to (a) show the
cost of producing each job or process; (b) evaluate perfornmance on each job
or process by conparing actual cost with pre-determ ned estimates; (c)
provide a basis for financial and production planning; (d) show the status
of financial condition and results of operations; (e) safeguard public
funds and ot her resources; and (f) assure conpliance with applicable | aws
and regul ati ons.

2. Internal Control. UNICOR s internal control system conprises the
pl an of organi zati on and coordi nated net hods adopted to safeguard assets,
to check the accuracy and reliability of accounting data, to pronote
efficiency and econony of operations, and to encourage adherence to
prescribed managerial policies. UNICOR s internal control system
enconpasses (a) internal adm nistrative control; (b) internal accounting
control; and (c) internal checks (accounting procedures or statistical,
physi cal, or other controls which safeguard assets agai nst waste, | oss,
fraud or other inproper or unwarranted use).

113. OBJECTI VES OF THE UNI COR ACCOUNTI NG SYSTEM UNI COR s accounti ng
systemis designed to neet all internal needs for cost and other financial
data for planning, progranm ng, budgeting, controlling, and reporting of
UNI COR operations. The follow ng specific objectives are acconpli shed:

1. Effective control over funds, property, other assets,
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obligations, liabilities, expenditures, costs and revenues.

2. Accurate and reliable bases for devel oping and reporting costs of
performance by (a) organizational unit, (b) job or process, and (c) program
structure.

3. Flexibility in accommodating new and revi sed programstructures to
support programmatic nmanagenent .

4. Full and pronpt disclosure of the financial condition and results of
operation and support of each major programor activity through reports
based on an orderly system of controlling and recordi ng financi al
transactions on the accrual basis.

5. Production of adequate financial reports and related information on a
tinely basis to neet the needs and objectives of internal managenent and to
conply with external requirenents, including the furnishing of financial
data as required by statutory and other |aw, Congress, or congressional
committees.

6. Production of reliable financial and cost data to be used for
preparation and support of UNI COR s budgets, for controlling the execution
and adm ni stration of those budgets, and for reporting to the Federal
Prison System the Departnent of Justice, and others as required.

7. Devel opnment of cost data for use in neasuring results of operations
and performance of assigned functions.

8. Suitable integration of UNICOR accounting with the Federal Prison
System and Departnent of Justice accounting.

114. | MPROVEMENTS AND UPDATI NG The UNI COR accounting systemis revi ewed
continuously and revised as necessary to assure maxi mum effectiveness and
useful ness to managenent. Oficials of all organizational entities are
expected to propose changes that will inprove and update the accounting
systens. Such proposals should be directed to the Controller.

Aut omat ed data processing and other nechanical, electric and el ectronic
met hods are consi dered whenever feasible and economcal. Applications for
aut omati on are devel oped with due consideration for both potential cost
savi ngs and increased efficiency. Such applications are reviewed by the
Corporate ADP Steering Conmtt ee.

115. BASI C ACCOUNTI NG APPLI CATI ONS. This section details the general
application of the UNI COR accounting system

1. Business Ofice Locations. As stated in paragraph 106, each | ocation
where UNI COR conducts operations has a Business Ofice which is responsible
for recording/posting and reporting financial data as rel ated
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to that location. There is a Business Ofice for each field office and a
Control Accountant who fulfills this function for Central Ofice
activities.

2. Accounting Mechanism Financial information is captured at each
Business O fice and the Central Ofice through manual posting to journals
and registers and through the use of NCR el ectronic posting machine. This
process enabl es personnel to record accounting transactions in various
subsidiary | edgers or registers. A NCR |ledger card is established for each
general | edger account to enable recording and sunmarizing in the general
| edger each nonth. After closing data for adjusting entries are taken from
t hese subsidiary registers.

3. Processing Cycle. The steps involved in the accounting cycle
performed in UNICOR field Business Ofices and in the Central Ofice are as
fol | ows:

a. A NCR general |edger card is established for each account to be
posted in the general | edger.

b. Source docunents are received or created by accountants to provide
the first record of transactions.

c. Transactions are docunented/journalized on the basis of the source
docunents which commonly are referenced to provide an audit trail and
support for the journal entries.

d. Transactions are posted nmanually either to a subsidiary
regi ster/journal for the applicable general |edger account(s) or via
journal vouchers to the applicable NCR general |edger card.

e. Subsidiary registers/journals are closed for the nonth, reconciled
W th support docunentation and posted via journal vouchers to NCR general
| edger cards.

f. Accruals and other nonth end adjusting entries are prepared and
posted via journal vouchers to NCR general |edger cards.

g. Financial statenents/reports are prepared fromthe adjusted | edger
accounts.

116. OBJECT CLASSI FI CATIONS. UNI COR captures cost information by uniform
object classifications as required by OMB Crcular A-12. The object
classifications are based on the nature of the goods or services as

di stingui shed fromthe purpose for which such liabilities are incurred. As
liabilities are paid, they are posted to the Voucher and D sbursenent

Regi sters. Each recording is coded with the appropriate general | edger
code, which relates to an object classification and is consolidated nonthly
to be used in the various reports required to be submtted by object
classification. Mnthly accruals and adjusting entries conplete the
accounting for object classifications.
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117. GENERAL LEDGER ACCOUNTS. The UNI COR accounting systens maintain
financial information in specific general |edger accounts (assets and
l[Tability accounts). The general |edger accounts classify in summary for
each appropriation all the accounting transactions of UNI COR and provide a
permanent record of the financial position and results of operations.
CGeneral | edger accounts are established for each factory and the Central

O fice. The general |edger account nunbers are established and nai ntained
by the Central Ofice in the Resources Division. The accounts are updated
such nonth and are mai ntained on the accrual basis. Paragraph 115 expl ains
t he pro-process whereby the general |edger accounts are effected.

118. RELATIONSH P TO THE DEPARTMENT OF JUSTI CE PAYROLL SYSTEM The
Departnent of Justice, (DQJ) Payroll System processes the UNICOR civilian
payroll. The general flow begins with the tinme and attendance records
going fromUN COR to DQJ where all processing occurs. The results of that
processing then flows to UNICOR and i ncl udes paychecks and the necessary
data for accruals, disbursenent and managenent review. This occurs each
pay period. The manual interface of payroll input into the UN COR
accounting systemis provided via the Accounting Station Posting Mdia
(ASPM report which is generated by the DQJ payroll system Field Business
O fices and the Central Ofice prepare journal entries to enter the payrol
data into the UNI COR accounting system based upon object classification,
nature of transactions, accounting period and nethod of paynment fromthe
ASPM  The ASPM provides a tinely mechanismto verify that all civilian
payrol |l transactions have been accurately posted and report ed.

119. PERSONNEL LEADERSH P AND TRAI NI NG UNI COR requires and demands
positive dynam c | eaders and qualified personnel for its financial
managenent system Responsible staff are expected to (a) chall enge

exi sting procedures; (b) precisely identify managenent needs and establish
priorities; (c) plan and schedul e programactivity in substantive detail;
(d) train and notivate all personnel; (e) effectively direct the actions of
subordinate staff; (f) provide adequate resources; and (g) effectively
coordinate financial activity with the production effort. The training and
devel opnment of financial staff features accrual, cost and Automatic data
Processing techniques. Oganized training in these fields provides an
under st andi ng of current concepts, processes and problens, and the nore
skillful and econom c application of nodernized practices. Training
activities are not limted to financial nanagenent techni ques per se, but
include efforts to convey to operating officials the financial service
avai |l abl e under the integrated systens and how t hose techni ques m ght best
be used efficiently.

Fi nanci al managenent training is based on the use of avail able
Government-wi de training facilities, Departnent of Justice facilities,and
UNICOR' s own training facilities.
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120. RELATIONSHI P TO OTHER SYSTEMS. Inmate activity is integrated with
the Bureau of Prison's "SENTRY" systemas a feature of inmate control

UNI COR s inmate payroll and contribution to the Bureau' s perfornmance pay
systemis integrated with the Bureau's Inmate Trust fund activity. Because
financial and cost accounting have been devel oped as a single system

Busi ness O fice personnel nust assure that accurate cost data flows into
the financial accounting system



PS 8000. 01, Chapter 8500
CN-53 11/24/97
Page 8501-i

SECTI ON 8501
CHART OF ACCOUNTS

- - RESCI NDED- -



8000. 1
Chapt er 8500, CN- 31
July 31, 1989

APPENDI X A



JOURNAL ENTRY

1

S5A

7A

8A
8B
8C
8D

9A
9B
10
11
12
12A
13
14
16

Chapt er 8500, CN- 31 ,

SECTI ON 8502

JOURNAL ENTRI ES

| NDEX
SUBJECT

TRANSACTI ONS AFFECTI NG WASHI NGTON
CONTROL ACCOUNT

REM TTANCES RECEI VED

SI BAC CHARCGE- BACK

RECAPTURE DONATED PROPERTY EXPENSE
TRANSPORTATI ON CHARCGES

WRI TE- OFF TRANSPCORTATI ON CHARCES
TANG BLE PROPERTY RECEI VED
RETURNS FROM CUSTOVER

RECEI PT OF DONATED PROPERTY
ESTABLI SH A VOUCHER

CERTI FY A VOUCHER FOR PAYMENT
VOUCHERS PASSED FOR PAYMENT

DI SCONTI NUI NG A FACTORY

BAI LMENT PROPERTY

ACCRUALS

ACCRUAL REVERSAL

MATERI ALS AND SUPPLI ES | SSUES/ RETURNS

ADJUSTMENTS TO | NVENTORY/ EQUI PMENT
DI SBURSEMENTS

CHECK CANCELLATI ONS

DEPREC!I ATI ON CHARGES

8000. 1
Page 8502-i
July 31, 1989

PAGE

© 00 ~N o O

10
11
12
13
14
15
17
18
19
20
21
22
23
24
25



JOURNAL ENTRY

17
18
18A
19
19A
20
21
21A

21B
21C
22
22A
22B
23
24
25
26
26A
26B
26C
26D

Chapt er 8500, CN- 31 ,

JOURNAL ENTRI ES | NDEX
(Conti nued)

SUBJECT
APPLI ED OVERHEAD EXPENSE
COST OF COVPLETED PRODUCTI ON
FI' NIl SHED GOODS SENT TO FI NI SHER
COST OF FI NI SHED GOCDS W THDRAWN
REVERSE ERRONEQUS SI BAC BI LLI NG
REDI STRI BUTI ON OF EXPENSE
SURVEY OF FI XED ASSET | TEMS

DEVALUE FI XED ASSETS FOR CATASTRCOPHI C
DAVAGE

| NVENTORY LOSSES FROM CATASTROPHI C EVENT
95% ADJUSTMENT OF FI NI SHED GOODS

Bl LLI NGS FOR THE MONTH

SCRAP SALES

SALES RETURN FOR REWORK

UNCCLLECTABLE ACCOUNTS RECEI VABLE
CLOSE OF CONSTRUCTI ON ACCOUNT

ANNUAL LEAVE ACCRUAL | NCREASE/ DECREASE
| NVENTORY OVERAGES/ SHORTAGES

RMES SHORTAGE ADJUSTMENT

CENTRAL OFFI CE DI RECTED ALLOWANCES

DI SPOSAL OF PROPERTY W TH AN ALLOWANCE
SHORTAGE OF SHOPSTOCK

8000. 1
Page 8502-1ii
July 31, 1989

PAGE
26
27
28
29
30
31
32
33

34
35
36
37
38
39
40
41
42
43
44
45
46



JOURNAL ENTRY

27
31
32

33
40

41

43
44

Chapt er 8500, CN- 31 ,

8000. 1
Page 8502-1ii

July 31, 1989

JOURNAL ENTRI ES | NDEX
(Cont i nued)

SUBJECT
DONATI ONS TO NON- UNI COR ACTI VI TI ES
CLOSE OF NOM NAL ACCOUNTS

CLOSE OF WASHI NGTON CONTROL/
PROFI T AND LOSS (FI ELD)

CLOSE CURRENT YEAR TO PRI OR YEAR S BALANCE

CLOSE OF DI VI SI ON AND CORPORATE EXPENSE
ACCOUNTS

CLOSE OF WASHI NGTON CONTROL TO
PROFI T OR LOSS (WASHI NGTON)

CLOSE OF RESULTS OF OPERATI ONS
DI STRI BUTI ON OF EARNI NGS

PAGE
47
48
49

50
51

52

53
54



8000. 01

Chapt er 8500, CN-3
Page 8502-1

July 31, 1989

SECTI ON 8502

JOURNAL ENTRI ES

100. GENERAL

Expl anati ons of each of the following journal entries are appropriate
for nost transactions. However such explanations should be changed to
properly describe your specific transactions. Ildentify the original
and all copies of each journal entry as to |ocation and facto
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JOURNAL ENTRY 1

Cash- Operati ng

Gov. Billings-Q her

Combi nation Settlenents (Contra)

Raw Mat eri al and Supplies

Machi nery and Equi pnent

Accunul at ed Depreciation, ME |Inventory
Bui | dings & | nprovenents

Accunul at ed Depreci ation, Bé&l
Construction (Use appropriate account.)
Assets In Transit

Unvoucher ed Receipts

Accrued Expenses

Speci al Deposits Payabl e

Conti ngent Annual Leave

Liabilities In Transit

Washi ngton Control (WO

Returns and Al |l owances, Transfer Sal es
Sales Return for Rework, Transfer Sales
Actual Over head

Sel |l i ng Expense

Pre-1ndustrial Training

O her Expense

Support Division Expense

Product D vision Expense

M scel | aneous Sal es

Vocat i onal Trai ni ng- Regul ar

Vocati onal Trai ni ng- Experi nent al

Cash- Operati ng

Gov. Billings-Q her

Raw Materials and Supplies

Fi ni shed Goods Manuf act ured

Machi nery and Equi pnent

Accunul at ed Depreciation, ME |Inventory
Bui | di ngs and | nprovenents

Accunul at ed Depreci ation, Bé&l
Construction (Use appropriate account.)
Assets In Transit

Conti ngent Annual Leave

Liabilities In Transit

Washi ngton Control (WO

Transfer Sal es

Actual Over head

Subsi di ary Account.
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JOURNAL ENTRY 1 (conti nued)

ACCT

63---* Sel li ng Expense

64---* Pre-1ndustrial Training

65---* O her Expense

66---* Support Division Expense

67---%* Product Division Expense

7101- M scel | aneous Sal es

81---* Vocat i onal Trai ni ng- Regul ar
82---* Vocat i onal Trai ni ng- Experi nent al

To record field | ocation and Washi ngton office transactions affecting
t he Washi ngton Control Account, i.e., cash transfers, raw material and
fi xed asset transfers, product sales, expense reinbursenents,
contingent annual |eave transfers, and conbination settlenents. My
be a debit or credit entry due to the reciprocal nature of Wshi ngton
Control transactions. (See Page 8502-4 for detail by type of
transaction.)

Source: Washington Control Register. A copy of the field |ocation
regi ster shall be forwarded to the Controller at the close of each
nont h.

1. PCS voucher transfer of costs through FPI Form 5s must include a
br eakdown as foll ows:

a. Change of Duty Station (Qbject Cass 12) - house hunting
trip, subsistence, and tenporary quarters allowance, rea
estate costs, m scell aneous expense all owance.

Change of Duty Station (Qbject Cass 21) - travel costs.
Transportati on and Storage of Household Goods (Object d ass
22) Chart of Accounts, paragraph 103, General Subsidiary
Accounts 231, 232, 235, and 236, respectively.

O T

2. The accounts shown nmay have a debit or credit bal ance.

- Washington O fice use only.
Subsi di ary account required.
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Appendi x - Journal Entry 1

Washi ngton Control Regi ster Transaction
(Detail by type of transaction)

SENDI NG LOCATI ON* * DEBI T CREDI T

I nterindusty Sal es 33040 42010
Sal es Returns (received back)** 18040 33040
Conmbi nation Settl enent 12060 33040
Annual Leave Liability 26000 33040
Penalty Mail Transfer 24000 33040
Expense Transfer 33040 61---*, 63---*, 64---*,

65---*, (**see note bel ow)

RECEI VI NG LOCATI ON

Asset s

Interindustry Sal es 18040 33040

Sal es Returns (sent back) 33040 1----

(appropriate account)

Combi nation Settl enent 33040 18040

Prot ot ype Costs 18040 33040

Liabilities

Annual Leave Liability 33040 29010

Penalty Mail Transfer 33040 29010

Expenses

Expense Transfer 65900 33040

** The sending location will conplete both sides of the accounting on the
Automated FPI Form 5 Billing. The "In Transit" accounts will be used
for the location which will be charged. Note that in the above
transactions, the "Receiving Location” is billing the "Sending

*

Location" for Sales Returns and, therefore, will conplete both sides
of the transaction. The "Receiving" (charged) location will clear the
"I'n Transit" account(s) once the transferred itens or the
docunentation (for charges which do not require shipping) are
received. Balances in an "In Transit" account indicate the
"Receiving" |ocation has not received the itens or docunentation for
charges whi ch have been transferred.

Subsi di ary account required.
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JOURNAL ENTRY 5

ACCT
DR. : 11--- Cash

61---* Actual Over head

63---* Sel li ng Expense

64---* Pre-1ndustrial Training

81---* Vocati onal Trai ni ng- Regul ar

82---* Vocat i onal Trai ni ng- Experi nent al
Cr.: 12--- Accounts Recei vabl e (see Note bel ow

25000 Speci al Deposits Payabl e

65- - - O her Expense

To record cash and SI BAC col |l ections received for the nonth, including
recei pts from conbi nation settlenments, collection of witten-off
recei vabl es, and ot her special deposit itens.

Source: FPI Form 36, Register of Rem ttances Received

NOTE: In conbination settlenents (recei pt fromcustonmer covering invoices
fromtwo or nore different factories), provide the |ocation that
does not receive the paynent with an FPI Form 5 and support

docunentation. Record issuance of the FPI Form5 in the

aut omat ed FPI Form 5, debiting Account 12060 and crediting 33040

(see JE 1).

(1) - Washington Ofice use only.

* - Subsidiary account required. To record adjustnments for receipt of
transportation refunds to the extent that the receipt differs

from estimates established in JE 22A. Use subaccounts 211

t hrough 214, Regul ar Travel .
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JOURNAL ENTRY 5A

ACCT

DR: 11010 Cash - Operating
41010 Sal es- O her Governnent Agenci es
41020 Returns & Al |l owances, Governnent Sal es
41030 Sal es Return for Rework, Governnment Sal es

Cr.: 11010 Cash- Operati ng
XXXXX Appropri ate Account

To record Sl BAC chargeback as the result of overbilling, incorrect ALC

code, allowance, or custoner return of goods.

Source: The SIBAC Chargeback section of the CBR (Collection Bill
Regi ster) which contains appropriate docunentation of the nature/cause of
t he chargeback. (e.g. S.F. 238, SIBAC Adjustnment Voucher for chargebacks).

Note: This journal entry will be used to record all chargebacks,
regardl ess of the source. That is, chargebacks initiated by UNI COR agai nst
ot her governnent agencies (e.g. GSA), as well as, chargebacks initiated by
ot her agencies against UNCOR will be included in this journal entry. See
JE 19A for other accounting affected by chargebacks.



23

8000. 1
Chapt er 8500, CN- 31, Page 8502-7
July 31, 1989

JOURNAL ENTRY 6

ACCT
32--- Donat ed Property
72000 Recapture of Donated Property

To recapture expenses and depreciation charges on assets originally
recei ved as donati ons.

Sour ce: FPI Form 13
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JOURNAL ENTRY 7

ACCT

1301- Raw Materials and Supplies

1601- Machi nery And Equi pnent

160- - Construction (Use appropriate account.)
61---* Actual Overhead

63---* Sel li ng Expense

64---* Pre-1ndustrial Training

65---* O her Expense

66- - - * Support Division Expense

67---%* Product D vision Expense

68---* Cor por at e Expense

81---* Vocat i onal Trai ni ng- Regul ar
82---* Vocati onal Trai ni ng- Experi nent al
23000 Transportati on Expense Payabl e

To record transportation costs for the nonth.
Sour ce: Transportati on Reserve Regi ster

It is preferable to charge transportation costs on incomng itens
to a particular material, supply item or piece of equipnent;

however, where the amount is small, or it is inpractical to
charge an asset account, it may be charged to expense. Al
charges shall be made to General Subsidiary Accounts 2--, Trave

Expense, or 4-- shipping & transportation, as applicable.

Subsi di ary account required.
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JOURNAL ENTRY 7A

ACCT

23000 Transportati on Expense Payabl e

74000 O her Incone
To wite off transportation itens for billing that was not received.
Sour ce: Peri odi c review of open transportation itens as docunented

on Jour nal Voucher.



*

8000. 1
Chapt er 8500, CN- 3, Page 8502-10
July 31, 1989

JOURNAL ENTRY 8

ACCT

13010 Raw Materi al s and Supplies
13030 Def ective Materials

14010 Materials in Process

15020 Qut si de Purchases

1601- Machi nery and Equi pnent

16030 Bui | di ngs and | nprovenents

160- - Construction (Use appropriate account.)
61---* Actual Overhead

63---* Sel li ng Expense

64---* Pre-1ndustrial Training

65---* O her Expense

66- - - * Support Division Expense

67---%* Product D vision Expense

68---* Cor por at e Expense

81---* Vocati onal Trai ni ng- Regul ar
82---* Vocati onal Trai ni ng- Experi nent al
84000 Extraordi nary Losses

14040 Work in Progress at Finisher
16020 Accunul at ed Depreciation, ME |Inventory
22000 Unvoucher ed Receipts

To record tangi ble property received for the nonth at val ues net
of discounts allowed. Include direct issues of raw material into
production through Account 14010, Material in Process. Account
13030, Defective Materials, is used for raw material receipts
that do not neet procurenent specifications.

Sour ce: Recei vi ng Report Regi ster

Subsi di ary account required.
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JOURNAL ENTRY 8A

ACCT

1301- Raw Materials and Supplies
13030 Def ective Materials

15010 Fi ni shed Goods Manuf act ur ed
54000 Abnormal Costs

51000 COSs- O her Governnent Agenci es
52000 Cost of Transfer Sal es

To record return of tangible property from custoners as
unacceptable. Those requiring limted cost of rewdrk are charged
to Finished Goods. Those requiring substantial rework, charged
as Defective Materials (Account 13030), at the Quality Assurance
valuation with the projected | oss charged to Account 54000,

Abnor mal Cost s.

Sour ce: Recei ving Report Register and Quality Assurance
Def ective Wrk/ Scrap Report FPI Form 31.

Journal Entry 22B is required to record sales return and accounts
receivable wite-off. |If the receivable has been paid, record as
aliability for bailnent material (See Section 8506).
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JOURNAL ENTRY 8B

ACCT

13010 RMV&S- Donat ed

1601- M&E

16030 Bui | dings & | nprovenents
32010 Donat ed Property-Current Year

To record recei pt of property from other governnent agencies, w thout
exchange of funds, at fair market val ue.

Sour ce: Board of Survey
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JOURNAL ENTRY 8C

ACCT

12020 Travel Advances

14010 Materials in Process
14020 Labor in Process

22000 Unvoucher ed Receipts
23000 Transportati on Expense Payabl e
26000 Conti ngent Annual Leave
61---* Actual Overhead

63---* Sel li ng Expense

64---* Pre-1ndustrial Training
65---* O her Expense

83000 | nmat e Performance Pay

21500 Vouchered Recei pts
To recogni ze the establishnent of vouchers for paynent.
Sour ce: Upon recei pt of both a FPI Form 11, Receiving Report, and an
i nvoi ce, a voucher wll be established by an approving official. This

enters a paynent due date into the aging process and all ows tracking
of vouchers through final certification and paynent.
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JOURNAL ENTRY 8D

ACCT
21500 Voucher ed Recei pts
21000 Vouchers in Transit

To record the certification of vouchers for paynent.

Sour ce: Vouchers whi ch have been passed for paynent by the
certifying officer. Normally, these will be vouchers which have been
in the Vouchered Receipts, 21500, Account and are schedul ed for
paynment under the Pronpt Paynent Act.



8000. 1
Chapt er 8500, CN-31, Page 8502-15
July 31, 1989

JOURNAL ENTRY 9

Cash- Speci al Deposits

Travel Advance (for schedul ed advances)
Raw Material and Supplies

(may require a credit entry)
Materials in Process

Labor in Process

Machi nery and Equi pnent
Construction (Use appropriate account.)
Unvoucher ed Receipts
Transportati on Expense Payabl e
Conti ngent Annual Leave
Accounts Payabl e Deferred

Actual Overhead

Sel ling Expense (see note bel ow)
Pre-1ndustrial Training

O her Expense

Support Division Expense

Product Division Expense

Cor por at e Expense

Cost of Rei nbursable Services
Vocat i onal Trai ni ng- Regul ar
Vocat i onal Trai ni ng- Experi nent al
| nmat e Performance Pay

Extraordi nary Losses

Cash- Operati ng

Travel Advances (for settled advances)
Machi nery & Equi pnent

Construction (Use appropriate account.)
Vouchers I n-Transit

Speci al Deposits Payabl e

Actual Over head

Sel li ng Expense (see note bel ow)
Pre-1ndustrial Training Expense
Support Division Expense

Product D vision Expense

Cor por at e Expense



8000. 1
Chapt er 8500, CN- 31, Page 8502-16
July 31, 1989

JOURNAL ENTRY 9 (Conti nued)

ACCT
81---* Vocat i onal Trai ni ng- Regul ar
82---* Vocati onal Trai ni ng- Experi nent al

To record approved vouchers passed for paynent for the nonth,

i ncludi ng biweekly civilian payroll. (Deductions for reservation
housing is to be remtted to BOP nonthly and reversed through JE
13.) Those initially recorded to unvouchered recei pts may
require a debit or credit to an asset or expense account to

adj ust for actual paynents. Interest Paid or D scounts Lost
shoul d be charged to subsidiary accounts, 730-- and 742,
respectively.

Sour ce: Summary of Voucher Register
NOTE: Sub- Account 63410, Shipping Cost Billed to Custoners, should be
charged with UNI COR vehicle expenses related to transportation of

custoner products both incom ng (products to be refurbi shed) and
out goi ng.

* - Subsidiary account required.



8000. 1
Chapt er 8500, CN- 31, Page 8502-17
July 31, 1989

JOURNAL ENTRY 9A

ACCT

16020 Accunul at ed Depreciation, ME |Inventory
16040 Accunul at ed Depreci ation, B&l

13010 Raw Materials and Supplies

14- - - Work in Process

15--- Fi ni shed Goods

1601- Machi nery and Equi pnent

16030 Bui | di ngs and | nprovenents

21000 Vouchers in Transit

Upon di scontinuing a factory, a product line, or a nethod of
operation, record value of nontransferable assets. (D sposal of
previ ously donated property, see JE 27). In addition, record
expenditures involved in the liquidation process.

Source: Board of Survey valuations, General Ledger account bal ances,
and Voucher Regi ster.



23

ACCT
22000

28000

Chapt er 8500, CN- 31,

JOURNAL ENTRY 9B

Unvoucher ed Receipts

Bai l ment Liability

8000. 1
Page 8502-18
July 31, 1989

To record the val ue of Governnent Furni shed Property (bail nment
property) received during the nonth.



8000. 1
Chapt er 8500, CN- 31, Page 8502-19
July 31, 1989

JOURNAL ENTRY 10

ACCT

14020 Labor in Process (see note bel ow
160- - Construction (Use appropriate account.)
61---* Actual Overhead

63---* Sel li ng Expense

64---* Pre-1ndustrial Training

66- - - * Support Division Expense

67---%* Product D vision Expense

68---* Cor por at e Expense

81---* Vocat i onal Trai ni ng- Regul ar
82---* Vocati onal Trai ni ng- Experi nent al
83000 | nmat e Performance Pay

24000 Accrued Expenses

To set up accrued expense (payrolls, utilities, etc.) at the end of
t he nont h.

Source: FPI Form 21 for inmate payroll, conputations based on prior
nmonth's activity, specific support docunents, etc.

NOTE: Use only when it is necessary to accrue inmate payrolls.

*

Upon automation, additional Journal Entry is necessary.

Subsi di ary account required.



~

*

8000. 1
Chapt er 8500, CN-31, Page 8502-20
July 31, 1989

JOURNAL ENTRY 11

ACCT

24- - - Accrued Expenses

14020 Labor in Process

160- - Construction Control (Use appropriate account.)
61---* Actual Over head

63---* Sel li ng Expense

64---* Pre-1ndustrial Training

66- - - * Support Division Expense

67---%* Product D vision Expense

68---* Cor por at e Expense

81---* Vocat i onal Trai ni ng- Regul ar
82---* Vocat i onal Trai ni ng- Experi nent al
83000 | nmat e Performance Pay

To reverse accruals (payrolls, etc.) set up at close of |ast nonth and
mont hly accruals set up for quarterly transfer to Resources D vision

Sour ce: Prior nonth JE 10.

Upon automation, additional Journal Entry is necessary.

Subsi di ary account required.



NOTE:

*

8000. 1
Chapt er 8500, CN- 31, Page 8502-21
July 31, 1989

JOURNAL ENTRY 12

ACCT

12030 Public Billings

13--- Raw Materials and Supplies

14010 Materials in Process

15020 Qut si de Purchases

1601- Machi nery and Equi pnent

160- - Construction (Use appropriate account.)
54000 Abnor mal Costs

61---* Actual Over head

63---* Selling Expense (see Note 1)

64---* Pre-1ndustrial Training

65---* O her Expenses

81---* Vocati onal Trai ni ng- Regul ar

82---* Vocati onal Trai ni ng- Experi nent al

13010 Raw Materials and Supplies (see Note 2)
13020 Shopst ock

13030 Def ective Materials

14010 Materials in Process (see note 3)

15010 Fi ni shed Goods Manufactured (see note 3)

To record inventory itens issued for the nonth.

Source: Summary of Requisition Register.

1
2.

I nventory itens used as sanples, pronotional itens, etc.

I ncl udes conpl eted conponent parts of a product issued for
sale. Materials nust be processed through Wirk in Process
and Fi ni shed Goods or Cost of M scell aneous Sal es.

Excess inventories returned to Raw Materials and Supplies
| nventory.

Subsi di ary account required.



8000. 1
Chapt er 8500, CN- 31, Page 8502-22

July 31, 1989
JOURNAL ENTRY 12A

ACCT

53020 I nvent ory Over ages/ Short ages

6532- O her Expense/ Danaged/ Qbsol ete Property
7102- Cost of M scel |l aneous Sal es

To record adjustnents on inventory/equi pnment transfers to other
UNI COR | ocat i ons.

Source: Adjustnents determ ned fromFPI Form 5 docunentation
from anot her UNI COR functi on.



8000. 1
Chapt er 8500, CN-31, Page 8502-23
July 31, 1989

JOURNAL ENTRY 13

ACCT

21000 Vouchers in Transit

25000 Speci al Deposits Payabl e
27000 Accounts Payabl e Deferred
11--- Cash

To record paynents by Disbursing Oficer for the nonth, including
paynment fromthe special deposits account.

Source: Disbursenent Register



~

8000. 1
Chapt er 8500, CN-31, Page 8502-24

July 31, 1989
JOURNAL ENTRY 14

ACCT

11010 Cash- Operati ng

27000 Accounts Payabl e Deferred
74000 Q her 1 ncone

To record check cancellations either as (1) deferred with further
research required to effect paynent, or (2) those determ ned as
paynment inpossible with their value credited to O her |ncone.

Source: Disbursenent Register, Check cancell ations
docunent ati on.



8000. 1
Chapt er 8500, CN- 31, Page 8502-25
July 31, 1989

JOURNAL ENTRY 16

* Actual Over head

* Pre-1ndustrial Training
66- - - * Support Division Expense

* Product Division Expense

*

68- - - Cor por at e Expense
Cr.: 16020 Accunul at ed Depreciation, ME |Inventory
16040 Accunul at ed Depreci ation, B&l

To set up depreciation charges for the nonth.

Source: Depreciation expense schedule fromFPlI Form 13.

* - Use subsidiary account 371 or 372, Depreciation, M&E Inventory or 373,
Depreci ation, B& as applicable.



NOTE:

*

8000. 1
Chapt er 8500, CN- 31, Page 8502-26
July 31, 1989

JOURNAL ENTRY 17

ACCT

14030 Overhead in Process

160- - Construction (Use appropriate account)
62000 Over head Expense Applied

To charge work in process and construction, if applicable, with
appl i ed overhead expenses incurred for the nonth.

Sour ce: FPI Form 9 as summarized in the FPI Form 51.

The difference between Account 62000 (Credits) and total overhead
expenses for the nmonth provides an overhead variance (my be a
debit or credit amount) for Incone Statenment presentation

pur poses.

Subsi di ary account required.



NOTE:

8000. 1
Chapt er 8500, CN- 31, Page 8502-27
July 31, 1989

JOURNAL ENTRY 18

ACCT

13010 Raw Materials and Supplies

15010 Fi ni shed Goods Manuf act ured

53010 | nventory Val uation Wite-off

54000 Abnormal Cost (Credit if rework cost
is less than estimte)

14010 Materials in Process

14020 Labor in Process

14030 Overhead in Process

To record cost of conpleted production for the nonth, adjustnments for
costs in excess of 95% of selling price for itens retained in finished
goods inventory, and production of rework activity for the nonth.

Fi ni shed goods charges for rework shall be limted to the origina

cost of sales for the reworked jobs. Also includes conpleted parts,
such as chair arns returned to Raw Materials and Supplies. See JE 21C
for selling price adjustnments on itens placed in Finished Goods during
prior nonths. Source: Finished Goods Register.

Account 54000, Cost of Sales, Abnormal Costs, is used for rework
cost variations fromthe estimates reported on Quality Assurance
"Defective Wrk/Scrap Report", FPI Form 31. (See JE 8A)



~

ACCT
14040

14010
14020
14030

Chapt er 8500, CN- 31,

JOURNAL ENTRY 18A

Wrk in Process at Finisher

Nhterials in Process
Labor in Process
Overhead in Process

To record itens in Wirk in Process shipped to a finisher.

Source: Advice of Shipnent.

8000. 1
Page 8502- 28
July 31, 1989



8000. 1
Chapt er 8500, CN- 31, Page 8502-29
July 31, 1989

JOURNAL ENTRY 19

ACCT

16020 Accunul at ed Depreciation, ME |Inventory
22000 Unvoucher ed Receipts

51000 Cost of Sal es-O her Governnment Agenci es
52000 Cost of Transfer Sal es

7102- Cost of M scel | aneous Sal es

13010 Raw Material and Supplies

13030 Defective Materials

15010 Fi ni shed Goods Manuf act ured

15020 Qut si de Purchases

1601- Machi nery and Equi prment

To record cost of inventory or equipnment withdrawn for the nonth for
sale to other agencies or for sale or transfer to other UN COR
operations. Also used for return of defective goods to vendor.

Source: Shipping Orders and Cost of Sal es Register.



~

8000. 1
Chapt er 8500, CN-31, Page 8502-30

July 31, 1989
JOURNAL ENTRY 19A

ACCT
15010 Fi ni shed Goods Manuf act ured
51000 Cost of Sal es-O her Governnment Agenci es
7102- Cost of M scel | aneous Sal es
To reverse erroneous SIBAC billing.

Source: SF 238, SIBAC Adjustnment Voucher for Chargebacks.



*

8000. 1
Chapt er 8500, CN- 31, Page 8502-31
July 31, 1989

JOURNAL ENTRY 20

* Actual Overhead
64---* Pre-1ndustrial Training
* Vocati onal Trai ni ng- Regul ar
* Vocat i onal Trai ni ng- Experi nent al

* Actual Overhead
64---* Pre-1ndustrial Training
* Vocati onal Trai ni ng- Regul ar
* Vocat i onal Trai ni ng- Experi nent al

To record portion of expense redistributed wthin the industry for the
month. Applicable to industries that maintain expense accounts for
separate departnents. Expense itens are accunul ated in one depart nent
and pro-rated anong departnents on the basis of a predeterm ned

di stribution fornul a.

Source: Annual distribution schedule or formula as devel oped in
accordance wth the provision of Section 8506, paragraph 605.

Subsi di ary account required.



7102-

1601-
16030

8000. 1
Chapt er 8500, CN- 31, Page 8502-32
July 31, 1989

JOURNAL ENTRY 21

Machi nery and Equi pnent
Accunul at ed Depreciation, ME Inventory
Accunul at ed Depreci ation, Bé&l
Donat ed Property
Producti on Expense/ Danaged/ Qbsol et e
Property-Fi xed Assets
(Credit if gain)
O her Expense/ Danmaged/ Qbsol ete Property-
Fi xed Assets
(Credit if gain)
Cost of M scel |l aneous Sal es

Machi nery and Equi pnent
Bui | di ngs and | nprovenents

To record survey of fixed-asset itens (donated or purchased) for

trade-in,

or scrap.

Source: Board of Survey docunmentation providing authority for

di sposal



8000. 1
Chapt er 8500, CN-31, Page 8502-33

July 31, 1989
JOURNAL ENTRY 21A

ACCT

16020 Accunul at ed Depreciation, ME
16040 Accunul at ed Depreci ation, B&l
32--- Donat ed Property

84000 Extraordi nary Losses

1601- Machi nery and Equi pnent

16030 Bui | di ngs and | nprovenents

To record valuation |loss on fixed-asset itens due to catastrophic
damage.

Source: Board of Survey docunentation authorizing abandonnent.



8000. 1
Chapt er 8500, CN- 31, Page 8502-34
July 31, 1989

JOURNAL ENTRY 21B

ACCT

32--- Donat ed Property

84000 Extraordi nary Losses

13010 Raw Materials and Supplies
13020 Shopst ock

14- - - Work in Process

15--- Fi ni shed Goods

To record inventory | osses due to catastrophic event such as fire,
flood, wnd, riot, etc.

Source: Docunentation reporting the |oss and val uation of that | oss.



~

8000. 1
Chapt er 8500, CN-31, Page 8502-35
July 31, 1989

JOURNAL ENTRY 21C

ACCT
53010 | nventory Val uation Wite-off
15--- Fi ni shed Goods

To record adjustnent of Finished Goods inventory to 95% of sales
price.

Source: Review of goods in Finished Goods Inventory.



NOTE:

8000. 1
Chapt er 8500, CN-31, Page 8502-36
July 31, 1989

JOURNAL ENTRY 22

ACCT
12--- Accounts Recei vabl e
27000 Accounts Payabl e Deferred
41020 Returns and Al |l owances, Governnent Sal es
42020 Returns and Al |l owances, Transfer Sal es
12--- Accounts Recei vabl e
41010 Sal es- O her Gover nnent Agenci es
63410 Sel |l i ng Expense/ Shipping Cost Billed to
Cust omer
63420 Sel | i ng Expense/ Shi ppi ng Cost Not Billed
to Custoner
63430 Selling Expense/ O her Freight, Express and
Par cel Post
73--- Rei mbur sabl e Servi ces
To record billings, including shipnment of reworked itenms, for the
nmont h of , per sunmmary of Collection Bill Register.

Credit nmenpos for the physical return of goods and all owances granted
to custoners shall be charged to Account 41020 or 42020, Returns and
Al |l owances, Governnment Sales, or Transfer Sales, respectively. Credit
menos i ssued because of errors in billings shall be considered contras
to the billings, and shall reduce the total credit to Sales. A debit
in Accounts Payable Deferred as applies to disclosed bail nent stock
shortages that is credited on custoner invoice.

Source: Collection Bill Register.
O her Expense Account 63410 is credited for freight paid by

UNI COR and billed to custoner, and for cost of transportation
supplied by UNICOR vehicles and billed to custoners.



NOTE:

*

8000. 1
Chapt er 8500, CN- 31, Page 8502-37
July 31, 1989

JOURNAL ENTRY 22A

ACCT

12030 Public Billings

7102- Cost of M scell aneous Sal es

13040 Scrap at net realizable val ue

160- - Construction (Use appropriate account.)
63---* Sel li ng Expense

71--- M scel | aneous Sal es

To record sale of scrap, renoval fromscrap inventory and charge
to cost of mscellaneous sales. Record sale of surveyed

fi xed-asset itens as scrap, as directed by Board of Survey
action. (See JE 21 for cost of sale). Credit Construction,
160--, for excess material returned to the supplier for credit.
Record estimate of refunds due on unused transportation tickets
returned for credit.

Source: Collection Bill Register.
Adj ustnent of estimate to actual will be nade as part of JE 5

upon recei pt of refund. Use subsidiary account 2--, Travel
Expense, for unused transportation tickets.

Subsi di ary account required.



~

NOTE:

8000. 1
Chapt er 8500, CN- 31, Page 8502-38
July 31, 1989

JOURNAL ENTRY 22B

ACCT
41030 Sal es Return for Rework, Governnent Sal es
12010 Government Billings
12040 Unbi | | ed Recei vabl es- Current
27000 Accounts Payabl e Deferred
To record return of sales for rework. |If not paid for, credit

t he appropriate account in Accounts Receivable, and, if paid for,
credit Accounts Payabl e Deferred, 27000.

Sour ce: Credit nmenorandumidentifying anount credited to
cust oner.

See JE 8A for recording of products returned by custoners for
rewor k.



8000. 1
Chapt er 8500, CN- 31, Page 8502-39
July 31, 1989

JOURNAL ENTRY 23

ACCT
65760 O her Expense/ Bad Debt Expense
12--- Account s Recei vabl e

To wite off uncoll ected accounts recei vable after collection effort
confirmati on.

Source: Approving official's certification that the amount is
uncol |l ecti bl e.



~

8000. 1
Chapt er 8500, CN-31, Page 8502-40
July 31, 1989

JOURNAL ENTRY 24

ACCT

16030 Bui | di ng and | nprovenents

1605- Construction - Current Year (Use appropriate
account.)

1606- Construction - Prior Year (Use appropriate
account.)

To cl ose construction account upon conpletion of construction, or to
summari ze Start-Up and Prototype Costs upon conpletion of their
respective projects.

Source: Final construction or project report, or other supporting
dat a havi ng accepted approval s.



8000. 1
Chapt er 8500, CN- 31, Page 8502-41
July 31, 1989

JOURNAL ENTRY 25

ACCT
Dr.: 160- - Construction (Use appropriate account.)
61---* Actual Over head
64---* Pre-1ndustrial Training
66- - - * Support Division Expense
67---%* Product D vision Expense
68---* Cor por at e Expense
81---* Vocat i onal Trai ni ng- Regul ar
82---* Vocat i onal Trai ni ng- Experi nent al
Cr.: 26000 Conti ngent Annual Leave

To record increase in annual |eave over previous fiscal year per
conparative schedul e of accunmul ated | eave dated Septenber 30. For
decreases, reverse entry.

Source: Annual conputation schedul e of each enpl oyees | eave bal ance
to establish Contingent Annual Leave bal ance as of fiscal year-end.

* - Use subsidiary account 118, Contingent Annual Leave.



NOTE:

8000. 1
Chapt er 8500, CN- 31, Page 8502-42
July 31, 1989

JOURNAL ENTRY 26

ACCT

XX32- | nvent ory Over ages/ Short ages/
Damaged/ Qbsol ete Property

14010 Materials in Process

14020 Labor in Process

14030 Overhead in Process

15--- Fi ni shed Goods

1601- Machi nery and Equi pnent

To record inventory and equi pnent shortages as the result of
physi cal inventories (contra entry if overages; copy of the
Journal Entry shall be sent to the Washington Ofice). This
entry is also used for wite-off of danaged or obsolete itens
t hat have not been processed through all owance for danage/
obsol escence procedures. (See JE 26B and 26C.)

Source: Summary physical inventory sheets.

Revi ew and anal ysis of physical inventory overages and shortages
must be made prior to making adjustnents. |If the overages and
shortages can be related to a specific production job or process,
t he adjustnments should be nade to the pertinent costs of
production for those jobs or processes. This analysis should
consider jobs in process, those related to finished goods, and
those related to prior shipnments. The applicable inventory
summary shall list all overages and shortages di scovered during
the inventory.



8000. 1
Chapt er 8500, CN-31, Page 8502-43
July 31, 1989

JOURNAL ENTRY 26A

ACCT
Dr.: 14010 Materials in Process
6132- Producti on Expense/ Danaged/ Gbsol ete Property
6532- O her Expense/ (a) Damaged/ Cbsol ete Property
Cr.: 13--- Raw Material and Supplies
27000 Accounts Passabl e Deferred

To record inventory adjustnent of shortage of Raw Materials and
Supplies (contra entry if overage; copy of the Journal Entry
shal |l be sent to the Washington O fice). The Accounts Payabl e
Def erred Account is used for recognized shortages in Bail nent
Property Inventory. This entry is also used for the wite-off of
damaged or obsolete inventory itens.

Source: Summary of physical inventory sheets.

NOTE: On direct material adjustnents, in addition to JE 26A, JE 26 w |
be necessary to charge the adjustnent to Finished Goods or Cost
of Sal es, depending on whether the item has been cleared to
Fi ni shed Goods or sol d.

(a) - Charge to Other Expense shall be acconplished after approval of the
Resour ces Di vi sion.



Asset s

NOTE:

8000. 1
Chapter 8500, CN-31, Page 8502-44
July 31, 1989

JOURNAL ENTRY 26B

ACCT

6132- Producti on Expense/ Damaged/ Cbsol ete Property
6532- O her Expense/ Danaged/ Qbsol et e Property-Fi xed
13050 Al | owance for (Cbsol ete RWMES | nventory

15040 Al l owance for (Qbsol ete Finished Goods | nventory
16013 Al |l owance for (bsol ete M&E | nventory

To record Central Ofice-directed all owances for damaged/ obsol ete
property itens (Inventory and Machi nery and Equi pnent) on hand.

Source: Menorandum fromthe Central O fice based upon physical
i nventory subm ssions to the Central Ofice or other
docunent ation identifying obsol ete property.

Copy of the Journal Entry shall be sent to the Washington O fice.



NOTE:

*

8000. 1
Chapt er 8500, CN- 31, Page 8502-45
July 31, 1989
JOURNAL ENTRY 26C

ACCT

12030 Public Billings

13050 Al | owance for Cbsol ete PM&S | nventory

15040 Al |l owance for (bsolete FG Inventory

16013 Al |l owance for (bsol ete M&E | nventory

16020 Accunul at ed Depreciati on M&E | nventory

53020 | nvent ory Over ages/ Short ages

65---* O her Expense

13--- Raw Mat eri al and Supplies

15010 Fi ni shed Goods Manuf act ured

15020 Qut si de Purchases

1601- Machi nery and Equi pnent

6132 Producti on Expense/ Danaged/ Qbsol ete Property (see
not e bel ow)

6532- O her Expense/ Danaged/ Qbsol ete Property

To record the disposal of property for which an all owance for
obsol escence has been established. D sposition procedures

i ncl ude Board of Survey directed disposition as surplus property,
sal e as scrap, or use in production at reduced val ues.

Source: Disposal docunentation such as shipping orders,
i nvoi ces, and reports of Board of Survey.

May be a debit entry dependent upon applicable allowance for
damage/ obsol escence.

Subsi di ary account required.



~

8000. 1
Chapt er 8500, CN- 31, Page 8502-46
July 31, 1989

JOURNAL ENTRY 26D

ACCT
54000 Abnor mal Costs
13020 Shopst ock

To record nonthly inventory shortage of shopstock used in process
cost system

Source: Monthly physical inventory.



ACCT
16020
16040
32---

13010
1601-
16030

8000. 1
Chapt er 8500, CN- 31, Page 8502-47

July 31, 1989
JOURNAL ENTRY 27

Accunul at ed Depreciation, ME |Inventory
Accunul at ed Depreci ation, Bé&l
Donat ed Property

Raw Materials and Supplies
Machi nery and Equi pnent
Bui | di ngs and | nprovenents

To record property itens donated to non-UNI COR activities that
were originally donations to UN COR

Source: Board of Survey, Ceneral Ledger Accounts, and FPI Form 13.



8000. 1
Chapt er 8500, CN- 31, Page 8502-48
July 31, 1989

JOURNAL ENTRY 31

ACCT

Dr.: 33010 WC- Prior Years Bal ance
41010 Sal es- O her Gover nnent Agenci es
42010 Transfer Sal es
62000 Over head Expense Applied
71--- M scel | aneous Sal es
72000 Recapture of Donated Property Expense
74000 Q her 1 ncone

Cr.: 33010 WC-Prior Years Balance (may require a debit entry)
41020 Returns and Al |l owances, Governnent Sal es
41030 Sal es Return for Rework, Governnent Sales
42020 Returns and Al |l owances, Transfer Sal es
42030 Sales Return for Rework, Transfer Sales
5---- Cost of Sal es
61---* Actual Overhead
63---* Sel li ng Expense
64---* Pre-1ndustrial Training
65---* O her Expense
66- - - * Support Division Expense
67---%* Product Division Expense
68---* Cor por at e Expense
7102- Cost of M scel | aneous Sal es
81---* Vocati onal Trai ni ng- Regul ar
82---* Vocati onal Trai ni ng- Experi nent al
83000 | nmat e Performance Pay
84000 Extraordi nary Losses

To cl ose nom nal accounts for the fiscal year. Accounts may require a
reverse entry to that shown. (A copy of this Journal Entry shall be
sent to the Washington O fice with the Septenber 30 statenents).

Source: Wrking trial balance, FPI Form 1.

* - Subsidiary account required.






ACCT

33020
33030
33040

33010

8000. 1
Chapt er 8500, CN- 31, Page 8502-49
July 31,1989
JOURNAL ENTRY 32

WC- Cash Transfers

WC- Tangi bl e Asset Transfer
WC- Transfer Billings

WC- Prior Years Bal ance

(For field location use only)

To cl ose Washington Control Accounts into Washington Control Prior

Year s bal ance.

Accounts may require a reverse entry to that shown.

(Copy of this Journal Entry shall be sent to the Washington O fice
with the Septenber 30th statenents).

Source: General Ledger Accounts



8000. 1
Chapt er 8500, CN-31, Page 8502-50

July 31, 1989
JOURNAL ENTRY 33

ACCT

160- - Construction - Prior Years (Use appropriate
account)

32020 Donat ed Property - Prior Years

160- - Construction - Current Year (Use appropriate
account.)

32010 Donated Property - Current Year

To transfer current year's bal ance at fiscal year end to prior year

Sour ce: CGeneral Ledger Accounts.



8000. 1
Chapt er 8500, CN- 31, Page 8502-51

July 31, 1989
JOURNAL ENTRY 40

ACCT
Dr 33010 WC- Prior Year Bal ance
Cr.: 66---* Support Division Expense
67---%* Product D vision Expense
68---* Cor por at e Expense

To cl ose Division and Corporate expense accounts at fiscal year end

Sour ce: CGeneral Ledger Accounts

*

- Subsidiary account required.
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JOURNAL ENTRY 41

ACCT

33010 WC- Prior Years Bal ance

33020 WC- Cash Transfer

33030 WC- Tangi bl e Asset Transfers

33040 WC- Transfer Billings

34020 Cumul ative Results of Operations-Current FY

(For Washington O fice use only)
To cl ose subsidiary Washi ngton Control Accounts 33020 thru 33040
into 33010, and record field location Profit and Loss for the
year into corporate Profit and Loss.

Sour ce: Central O fice General Ledger Accounts and copi es of
field location's JE 32.

Accounts may require a reverse entry to that shown.
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July 31, 1989
JOURNAL ENTRY 43

ACCT
34020 Cumul ative Results of Operations-Current FY
34010 Cumul ative Results of Operations

(For Washington O fice use only)

To close Cunul ative Results of Operations-Current Period, Account
34020, at fiscal year end.

Sour ce: CGeneral Ledger Accounts

Accounts may require a reverse entry to that shown.
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JOURNAL ENTRY 44

ACCT
34030 D vidends Paid U S. Treasury
11010 Cash- Operati ng

(For Washington O fice use only)
To record periodic distribution to the U S. Treasury.

Source: Board of Directors Corporate mnutes and UNI COR s
Di sbur senent Voucher.
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| NTERNAL CONTRCOL

100. | NTRODUCTI ON

The Budget and Accounting Act of 1950 pl aces responsibility for
est abl i shing and nmai ntai ni ng adequate systens of internal control upon the
head of each executive agency. It also prescribes that accounting systens
conformto the accounting principles, standards, and rel ated requirenents
prescribed by the Conptroller General of the United States and that the
systens be approved by him Those principles, standards, and rel ated
requirenents include criteria for effective internal control systenms. The
Financial Integrity Act of 1980 specifies that the head of each executive
agency designated by the Ofice of Managenent and Budget will be required
to submt annually, to the President, a report on the adequacy of their
agency's systemof internal accounting and adm nistrative controls. The
Act requires a report on those controls which are designed to provide
reasonabl e assurance that the follow ng control objectives are achieved:

1. Al obligations and costs were in conpliance with applicable |aw,

2. Al funds, property and other assets were safeguarded agai nst
waste, |oss, unauthorized use or m sappropriation and were properly
accounted for; and

3. Al revenues and expenditures applicable to agency operations were
properly recorded in appropriate accounts and sumari zed to permt the
preparation of reliable financial and statistical reports.

UNI COR internal control systens will be designed to be responsive to
the requirenents of the Budget and Accounting Act of 1950 and the Financi al
Integrity Act of 1980.

101. DEFI NITI ON

The system of internal control in UNICOR is considered as supportive
to managenent in its larger effort of achieving UNI COR goals and
obj ectives. The systemconsists of all nethods used for the purpose of (1)
encour agi ng and neasuring conpliance with UNI COR policy, (2) safeguarding
assets agai nst waste, fraud and m smanagenent, (3) pronoting accuracy,
reliability and tineliness of accounting and operational data, and (4)
judging the efficiency of operations in all areas of the Corporation. As
indicated by the definition, the internal control systemis nore than a
met hod for the prevention of fraud or the detection of accounting errors.
The scope of the internal control system extends beyond accounting and
financial functions and includes all Corporate operations including
producti on, warehousing, shipping, quality assurances, and various training
progr amns.



8000. 1
Chapt er 8500, CN- 16, Page 8503-2
Septenber 8, 1983

102. COMMON CONTRCL TECHNI QUES

The followi ng control techniques are comon to any effective internal
control system and nust be apart of all UNICOR internal control systens:

1. Docunentation. Internal control procedures, policies, authorities
and responsibilities nust be clearly and adequately docunented. Once
docunented they should be avail able to personnel involved in their
execution. Docunentation usually takes the form of operations manuals and
organi zati on charts which describe and depict the role and responsibilities
of all individuals engaged in the control system Not only does proper
docunent ati on provi de assurance that the nethod of, and responsibility for,
foll ow ng procedures is clearly communicated it is often a valuable tool in
trai ni ng new enpl oyees. FEffective docunentation nmust include a process for
i ncorporating system changes and communi cati on of those changes to user
personnel. That process nust include managenment approval of all system
changes.

2. Segregation of Duties. Segregation of duties is acconplished
t hrough wel | - docunent ed and conmuni cat ed organi zati onal structures.
Clearly established lines of authority and responsibilities should be
provi ded for each operating activity (UNI COR corporate, division and field
| ocation programientity). Position descriptions nust be designed to
clearly define those authorities and responsibilities. Assigned
authorities and responsibilities should include requirenents for conpliance
with UNI COR regul ati ons and policies and should establish the basic
requi renents for acceptable performance. The planned process for
eval uating the quality of performance should be effectively described in
t hose position descriptions.

In order to provide an effective internal control system the
organi zational structure nust be designed to keep personnel fromtaking
advant age of their assigned responsibilities and authority. No individual
or small group of individuals should be in a position to control al
aspects of a transaction. Responsibilities should be segregated and tasks
so structured that one individual or group of individuals does not perform
nmore than one "key" processing function or activity such as authori zi ng,
approving, certifying, accounting, or disbursing. This involvenent of
vari ous know edgeabl e individuals in the processing of transactions is
essential to assure the integrity and reliability of that process.

3. Qualified Continuous Supervision. Qualified and continuous
supervision is essential to an effective systemof internal accounting and
admnistrative control. Strict adherence to established procedures is
necessary to assure agency managenent that desired internal control
procedures are being applied to safeguard the resources of the agency.

4. Conpetent Personnel. Personnel should be conpetent by education,
trai ning and experience, to execute the control responsibility to which
they are assigned. Unless personnel are technically qualified to execute
the responsibilities of the positions they hold, agency heads cannot expect
the effective execution of control policies and procedures. (See Sections
8050 and 8051 "Staff Devel opment, UNI COR' AND "UNI COR Trai ni ng Progrant




respectively.)
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5. Planning. An agency's planning process should provide an
effective internal control elenment. WelIl-defined goals and objectives
establish the paraneters w thin which agency personnel nust operate and
include clearly identifiable and neasurabl e performance expectations for
eval uation purposes. |In addition, cash projections, inventory stock |evel
requi renents, facility and personnel projections, and sal es order planning
to provide a basis for evaluating the effectiveness of internal controls in
those areas. It is essential that plans effectively challenge operating
personnel w thout being unrealistic or unreasonable. The planning process
must include requirenments for managenent review and eval uation of
acconplishnents in relation to expectations. Such analytical reviews
shoul d | ead to recomendations for corrective action and followup to
assure responsiveness and to prevent recurrence of any noted deficiencies.
(See Section 8030 "FPI Corporate Panning".)

6. Preservation and Safekeeping of Property and Records. Policies and
procedures nust be devel oped and inplenented to prevent theft and | oss or
m suse of CGovernnent property and records. Generally, procedures should
i ncl ude physical security of accounting records, negotiable instrunments or
securities, and other assets of the agency. Accordingly, procedures should
be enpl oyed to ensure that appropriate recordkeepi ng and adequate retention
procedures exi st and are foll owed.

7. System zed Financial and Cost Accounting. Effective financial and
cost accounting systens design includes requirenents for adequate control
over assets, liabilities, revenues, costs and expenses. The design nust be
predi cat ed upon accrual basis accounting with revenues, costs and expenses
charged to periods of usage, such as the cost of capital assets allocated
to periods in which their use produces revenues. UN COR planni ng nust be
so devised that actual operating results can be nmeasured agai nst
predeterm ned expectations. Analysis and eval uation of resultant
devi ati ons may di scl ose breakdowns wthin the internal control system
Such devi ati ons nust be investigated and breakdowns corrected as necessary
inatinly fashion. Effective managerial reactions are dependent upon
sophi sticated devel opnent of nmeani ngful and realistic expectations.

Properly conpleted forms, reports and anal ysis of the cost accounting
system provi de an additional internal control feature in that operating
results are further summari zed by specific jobs or processes.
Pre-determ ned standards are established for each job or process and nust
be subsequently conpared with actual costs upon conpletion. Such
conparisons will disclose variances. Analysis and eval uation of
significant variances should identify the causes of any breakdown in
internal controls. Cost accounting provides the detailed information for
this purpose. Corrective action can then be taken to prevent recurrence.
(See Section 8506 "Costs"). Well defined audit trails are an essential to
good systens design. Entries for all transactions should be traceable from
originating docunent to financial report data. Simlarly, total amunts in
financial reports should be traceabl e back through the General Ledger
accounts and books of original entry to source docunents.
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8. Financial and Cost Reports. Periodic financial and cost reports
shoul d provi de supervisors and operating managers with data that can be
used to evaluate the internal control system The dollar amobunts in cost
vari ance accounts are indicators of the degree of breakdown in planning,
assenbly of costs or managenent efficiency. |Inventory wite-offs provide
i ndi cators of the degree of breakdown in inventory controls. Accuracy is
essential in all these reports, and top managenent officials nmust assure
that the data received can be and is used to evaluate the internal control
system Managenent officials should periodically review report format
design to assure that reports neet managenent needs and obsol ete reports
are elimnated. (See Section 8540, Reports, Fornms and Records, for
specific UNICOR reports and their proposed usage.)

9. Quality Assurance. Quality Assurance prograns should be designed
to identify deficiencies in materials received or deficiencies occuring in
t he production process. Appropriate recommendati ons should be rmade for
correcting production deficiencies and preventing their recurrence. Faulty
materials fromsuppliers should be rejected and returned pronptly. Each
| ocati on superintendent nmust establish an effective quality assurance
program and continually review its operational effectiveness as prescribed
by UNICOR. (See Section 8340 "Quality Assurance Program UN COR")

10. Internal Audit and Managenent Review Prograns. Conti nuous
nmonitoring of policies, procedures and practices related to production,
fiscal and accounting activities through internal audit and managenent
reviews is essential to an effective internal control system \ere
appropriate, reviews should include exam ning and testing of transactions.
Fol | ow- up procedures should exist to assure conpliance with audit and
managenent revi ew recommendations. Tinely corrective action is essenti al
to an effective internal control system (See paragraph 106 for UNI COR s
specific requirenents.)

103. UNI COR | NTERNAL CONTRCL SYSTEM

UNICOR s systemof internal control is designed to include the common
control techni ques noted above. Since UNICOR industrial activities are so
vari ed, each |ocation nust devise its own systemof internal control
incorporating to the extent possible the follow ng conmon control
t echni que:

1. Docunent Control. An effective internal control system nust
i nclude effective procedures for docunment control throughout the
origination devel opnent, approval, review and recordi ng process. Docunent
control includes accuracy of figures, prevention of oversights and an
assurance of propriety of all actions being taken. The principle of double
check of all work acconplishnents shall be used to the full est extent
possi bl e.

2. Segregation of Duties. Oganizational structures nust be designed
so that no individual is in a position to control all aspects of a
transaction. For exanple:
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a. Accounts receivable clerks should not be involved in the
recei pt of cash itens.

_ b. Procurenment personnel should not be involved in the
di sbursenent or receiving process.

c. Production personnel should not be participates in inventory
storage or issue activity.

d. Receiving clerk activities should be separated fromthe
procurenent function, stock control recordkeeping and receipt of supplier
i nvoi ces.

e. Accounts receivable clerks should not have an authority to
wite-of f accounts receivable.

_ f. Stock record clerks should not have an authority to adj ust
inventory records w thout supervisor approved docunentati on.

g. Physical inventories should not be taken by personnel who are
i mredi ately responsi ble for physical or recordkeeping control of the
inventory. However, know edgeabl e personnel may be used when necessary to
asset in the identification of inventory itens.

h. Inmate to i nmate handling of accounting docunents shoul d be
avoided if at all possible.

Segregation of duties anong avail abl e personnel is designed to
provide integrity and reliability of results in the processing of UN COR
transacti ons.

3. (Cdassification of Transactions. Cassification of
transactions as to accounting code and object class shall be annotated on
all procurenent docunents in accordance with an established chart of
accounts. Annotations are nade by the originator of the transaction. Such
annotations are then reviewed and verified by accounting personnel. The
established chart of accounts nust be designed to neet managenent needs for
i nformati on and be wel | -comruni cat ed anong operati onal personnel to assure
consistency in the classification of transactions. (See Section 8501
"Chart of Accounts").

4. Journal Entries. Standard and special journal entries are
drawn by | ocation accountants subject to Business Manager approval to
assure that the action being taken is proper and necessary. (See Section
8502 "Journal Entries").

5. Reconciliation of Subsidiary Records. A process of periodic
reconciliation of subsidiary or other support records with control accounts
or financial records nust be included as part of UNNICOR s internal control
system The follow ng are exanples of the type of reconciliations that
shoul d be nmade:




8000. 1
Chapt er 8500, CN-16, Page 8503-6
Septenber 8, 1983

a. An accountant shall be responsible for nonthly reconciliation
of cash and SIBAC transactions in the general |ledger with the nonthly
Standard Form 224 (Statenent of Transactions).

b. Location accountant shall make postings to accounts in the
general |edger, after a double check of anpunts against two or nore
sources, if possible. Exanple: cash collections would cone from addi ng
machi ne lists of checks received, total of Register of Rem ttances Received
and total of credits to accounts receivable. Simlar checks would be nmade
for the SIBAC systemwhich utilizes funds transfer instead of cash.

c. The accounting technician responsible for maintaining the
stock record cards shall verify inventory bal ances by conparison of stock
card bal ances with bal ances shown on requisitions. Balances of stock
record cards should be totalled and reconciled nonthly with the General
Ledger accounts. (See section 8509 "lInventory").

d. The location accountant nust assure that all General Ledger
accounts are reconciled each nonth by addi ng machi ne tapes of subsidiary
record open itens or docunents.

6. Undistributed Expenses. Procedures nust be established for the
accurul ation of tenporarily undistributed expenditures and a process
devel oped for tinely and fair distribution of those expenditures to
appropriate prograns, functions or activities. For exanple, the
Superintendents salary rarely can be assigned to a specific job or process.
Therefore, that salary along wwth other itens is initially recorded as an
undi stri buted expense. Accunul ated totals of such expenditures are then
distributed nonthly on a predeterm ned allocation fornmula to operating
activities. (See UN COR cost accounting manual paragraph #605).

7. Financial and Cost Statenents. Accurate and neani ngful financi al
and cost statenents and reports nust be periodically supplied and be
responsi ve to managenent needs. All reports and financial statenents shal
be exam ned, and initialed by an accountant and signed by both the
Superintendent of Industries and the Busi ness Manager, or the person(s)
acting in their place. Al reports are to be taped after typing.

Requi renments nust be established for effective use of these statenments and
reports and UNI COR supervisors nust assure that such requirenents are
conplied with. (See Section 8540 "Reports, Forns and Records").

8. Estimates or Standard Cost Conparisons. UN COR nanagers nust make
tinmely and periodic conparisons of estimates or standard costs w th actual
expenditures to identify variances, analyze and eval uate those vari ances
for internal control breakdowns, identify the causes of those breakdowns
and recomrend and i npl enent corrective action as appropriate foll owup on
recomended corrective action nmust be a part of each UNICOR | ocation's
internal control systens.
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104. SPECI FI C CONTROL REQUI REMENTS

The follow ng represent specific control requirenents for identified
segnents of accounting and procurenent activity:

1. Cash Receipts. Controls include requirenents for safe-keeping
facilities that will prevent unauthorized access to cash itens and ot her
cash control docunents received or on hand. Procedures should assure that
incomng mail is processed by staff nenbers, such as the procurenent
officer, that are not involved with the recording or deposit of cash itens.
Pronpt recordi ng by accountants and deposit of cash itens by the Business
Manager shoul d be assured. (See Section 8505 "Collections" for flowharts
and specific procedures).

b. Procedures should be established that assure the proper
recordi ng and docunentation of all transactions involving SIBAC (Sinplified
I ntragovernnmental Billing and Collection). Business managers shoul d assure
that the SIBAC TFS Form 7306 "Paid Billing Statenment for SIBAC
Transactions" has been properly signed and recorded, and that al
chargebacks are pronptly investigated and resol ved.

2. Cash Disbursenents. Controls include identification of the
specific docunents required to support each di sbursenent action including
the tie-in to procurenent actions that led to the cash di sbursenent.
Accounting technicians should be given the responsibility of assenbling
t hese docunents and prepari ng voucher schedul es for paynment. Accountants
shoul d revi ew and approve voucher schedul es and support docunments for
accuracy, adequacy of docunent support and propriety of paynent.
Certifying officers are responsible for final review of all vouchers prior
to certification. UNICOR will not adopt a statistical sanpling nmethod of
review due to the | ow volunme of vouchers processed at each |ocation. Post
paynment review of paid vouchers on a sanpling basis is required of UNICOR s
managenent and internal audit staff. (See Section 8507 "D sbursenents for
flowcharts and detail description of UNI COR procedures and paragraph 106
subpar agraphs 2 and 3.)

3. Accounts Receivable

a. Accounting technicians nust assure that all receivables are
accurately and pronptly recorded. Such recordings should be based upon
pre-established docunentary support such as shipping orders and sales
i nvoi ces.

b. Accounting technicians nust assure that all receipt
recordi ngs have adequate support docunentation and all receipt deviations
fromanount set-up are satisfactorily reconciled and adj ust ed.

c. Accountant should provide periodic reports of aged
recei vabl es and assure that tinely collection activity has been taken.
Specific collection problens should be noted in the report.
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d. Business Managers and Superintendents should review the aged
recei vabl es report, the collection action taken and provi de recomendati ons
for solution of noted collection problens.

e. Business Managers shoul d process wite-offs, conversions,
settlenments or forgiveness of receivables subject to del egated approval.
(See Section 8505 "Collections").

f. Accountants nust assure that all SIBAC transactions are
properly recorded and docunented, including charge-backs.

g. Accountants nust assure that all SIBAC billings that are
acconplished (paid) during a SIBAC billing cycle are clearly recorded as
paid for the nonths business in which they are acconpli shed.

h. Busi ness Manager mnust assure that pronpt shipnents are mde
(same day) when a SIBAC TFS Form 7306 "Paid Billing Statenment for SIBAC
Transactions" is used as a shipping order to avoid premature invoicing of
goods not shi pped.

4. Capital Assets and Materials Inventories

a. The Resources Division should provide instructions that
provide a distinction between a capital asset and operating expenditures
for accounting purposes. Wen necessary the Business Manager should obtain
clarification fromthe Resources Division

b. Superintendents should assure that only authorized and needed
property is ordered.

c. Accountants should assure that all receipts of property are
tinmely and accurately recorded. Such recordings should be based upon
pre-established docunment support requirenents and adequate control
identification and responsibility assignnent.

d. Accountants nust assure that detailed subsidiary records are
mai nt ai ned for individual capital assets and significant categories of
material inventories. These subsidiary records nmust be periodically
reconciled to control accounts.

e. Business Managers nust assure that periodic physical
verification is made of the existence and condition of property and
inventories with reliable (i.e., accurate, conplete and tinely) physical
counts nmade by UNI COR personnel who are not involved with the
recor dkeepi ng, physical control or managenent of the property or inventory.
The Busi ness Manager nust assure that the accounting records are adjusted
to conformwith the results of the physical verifications. (See Section
8508, "Fixed Assets", and Section 8509, "Inventory").
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f. Superintendents nust assure that physical security nmeasures
are comensurate with the size, type, and val ue of property.

_ g. Business Managers nust assure that all issues, transfers,
retirenments, |osses, and other variances are tinely reported and accounted
for. (See Section 8508 "Fixed Assets", and 8509 "Inventory".)

h. The warehousemam shall inspect all goods received and report
the receipt on FPI Form 11 (Receiving Report). A quality assurance
enpl oyee shall be responsible for formal inspection of the goods received
noting his findings on the FPI Form 11. A second warehouseman is
responsi ble for putting goods received into stores and updating the
bi n-cards. The conpleted FPI Form 11 is then forwarded to a business
of fice accountant for recording the receipt on stock record cards. (See
Sections 8509 "lInventory", and 8506 "Costs").

5. Payabl es

a. Accountants nust assure that all payabl es and other clains
agai nst the Governnent are pronptly and accurately recorded. Pronpt
recording is based upon effective inplenentation of UNICOR s accrual
accounting system Liabilities are established as soon as goods or
services are received whet her acconpanied by an invoice or not. Wile
i nmat e payrolls do not becone a part of the accounting records until
nmont h-end, they are considered to be encunberances if all amunts ow ng
whet her paid or not are recorded at that time. Simlarly, utility bills,
civilian payroll accruals conpensation, etc. are [imted to nonth-end
recording to facilitate the recording process while assuring that al
exi stent payables are recorded for financial statenent presentation
pur poses.

b. Accounting technicians nust assure that recorded payabl es
have necessary docunent support such as requests for purchases, purchase
orders, receiving reports and invoi ces.

c. Accounting technicians nust assure that all payables are
pronptly |iquidated assuring that cash discounts terns are nmet and
di scounts taken or justification for not taking discounts is effectively
not at ed on payabl e docunents. (See Section 8507 "Di sbursenents").

6. Fi ni shed Goods.

a. A quality assurance enpl oyee shall inspect goods produced in
accordance with | ocal requirenents and annotate the results of that
i nspection on an appropriate formprepared by the factory manager. The
st or ekeeper or shipping supervisor shall receive and verify the production
report when itens conpleted and inspected are placed into finished goods.
The formis then forwarded to the Business Ofice and the accounting
technician records the addition to finished goods on an appropriate stock
card.
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b. Factory Managers have a primary responsibility in the contro
of finished goods. Their production reports nust be pronptly conpiled and
forwarded to the Business Ofice to transfer conpleted work to finished
goods inventory via a Delivery Tag (FPI Form 65) or a simlar docunent that
can be effectively controlled. GCenerally the Factory Manager is
responsible for directing that a shipping order be prepared. That advise
frequently acconpani es the conpl eted production report. However, there are
i nstances where the Factory Manager is not in a position to advise as to
when a shi pnent should be nade such as when itens are produced for stock or
the contract with the custonmer requires that shipnments be made in |arge
guantities. In those instances the responsibility for directing that a
shi pnent be made nust be place on a | ocation enpl oyee who i s know edgeabl e
as to when shipnents should be nade, for exanple the Business Manager or
Shi ppi ng Supervi sor.

c. Shipping Oders (FPI Form 8) are conpiled by an accounti ng
technician and submtted for approval to the Business Manager. After
approval by the Business Manager, Shipping Orders are forwarded to the
shi ppi ng supervi sor for actual shipnent of that order.

d. Products nust be properly packed to avoid shi ppi ng damage.
I nstruction | abels should be attached advising the need for pronpt
i nspection, handling of noted damage or product defects and identifications
of unit responsible for paynent.

e. Conpl eted Shipping Oders are forwarded by the shipping
supervi sor or storekeeper to an accounting technician for recording in the
Shi pping Orders Register (FPl Form 7) and preparation of the custoner

invoice. The accounting technician tapes all invoices turned over to the
accounts receivable clerk and retains those tapes for Business manager
eval uation of Collection Bill Register (FPI Form 35) recordi ngs of al

itens shi pped.

f. Shi ppi ng supervisor nmust assure the pronpt shipnent (sane
day) of goods when SIBAC TFS Form 7306 is used as a shipping order to avoid
premature invoicing for goods not shipped.

7. Pr ocur enent - Purchase O ders

a. Superintendents must assure that authority and [imtations in
the procurenent process are identified and consistently foll owed.

b. Business Managers and procurenent officers nmust assure that
UNI COR procurenent policies for initiating procurenent action, screening,
approval and authorization requirenents, |eadtinme, follow up, cross
referenci ng, and docunentation of action taken are strictly adhered to.

c. Procurenent officers nust maintain procurenent source files
and assure that they are effectively used.
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d. Superintendents must assure that GSA stock itens are procured
to the maxi mum extent practicable, and that charge accounts and sole
supplier usage confornms wth procedural requirenents. (See Section 8530
"Procurenent” for specific requirenents).

e. Pre-assigned and docunented control nunbers for contract
procurenents shall be assigned by the procurenent officer. The assigned
nunber for each contract procurenent is designed to provide a control for
all procurenent, invoicing and receiving activity related to that
procurenent action. (See Section 8530 "Procurenent").

8. Contract Procurenent.

a. Superintendents nust assure that their recomendations for
contracting officers relate to personnel with know edge and experience in
procurenment matters. Such reconmmendati ons nust be transmtted to the
Controller in the Resources Division for review and fornal del egation of
authority. Under no circunstances should a certifying officer be all owed
to serve as a contracting officer

b. Contracting officers nust assure that a reasonabl e nunber of
responsi bl e bidders are solicited for each significant procurenent action,
t hereby, providing for adequacy of conpetition.

_ c. Contracting officers nust assure objective evaluation of al
bi ds and proposals, strict conpliance with contract award procedures and
consi stent application of adm nistrative controls.

d. Contract nonitors nust assure conpliance with contract terns
i ncl udi ng control over Government-furnished property and equi pment to
ensure that contractors are safeguarding, accounting, inventorying,
preserving, maintaining, and reporting accurately the Governnent properties
in their possession.

~e. Procurenent officers are responsible for pronpt and
appropriate contract close-out actions and coordi nating such action with
factory account ants.

f. Procurenment officers nmust maintain well-docunented and
descriptive contract files with those being readily accessible for review
and evaluation. (See Section 8530 "Procurenent" for specific
requirenments).

9. PAYROLL

a. Superintendents nmust have the authority to reconmend
appoi ntments, changes or termnation of factory personnel including inmate
| aborers. Requirenents should be established for the docunentation
required to support recommendati ons for personnel actions.
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b. Busi ness Managers nust assure that all conpensations of
enpl oyees conplies with current statutory, regulatory or agency
[imtations.

c. Departnent forenen, Business Managers and tinekeepers nust
assure tinely, accurate and conpl ete attendance reporting. (See Section
8511 "Payroll" for specific control procedures).

d. Upon conpletion of the payroll process, the Superintendent or
Acting Superintendent will sign the FPI Form 41 and 41b. This task may not
be del egat ed.

10. Travel.

a. An accountant's review of travel vouchers and certification
of travel vouchers by certifying officers nust be designed to assure
conpliance wth the Standard Governnent Travel Regul ations. Permanent
change of duty station vouchers are subject to Bureau of Prisons
verification; however, UN COR Busi ness Managers are responsible for
conpi l ation accuracy prior to certification.

b. Business Managers nust assure that controls are established
and observed for issuing, recording, verifying, processing, reconciling,
accounting and reporting obligations, expenditures, and di sbursenents for
travel and transportation. (See Section 8513 "Travel and Transportation").

105. RESPONSI BI LI TI ES, COORDI NATI ON AND | NTERNAL CONTRCLS.

Corporate, division and site |ocation managenent have a responsibility
to provide an effective internal control system Busi ness Managers nust
assure that the internal control systemfunctions effectively in financial
areas. Records and procedures nust be reviewed periodically for accuracy
and for conpliance with UNI COR gui delines. Factory Managers nust assure
that accurate and reliable operating data is reported on a tinely basis and

that factory personnel effectively inplenent all internal control features
related to factory operations. The Superintendent of Industries is
responsi ble for internal controls overall, and for coordination between the

factories and the Business Ofice to insure tineliness of data fl ow and
conmmuni cat i ons.

106. AUDI T PROGRAM

It is the policy of UNTCOR to maintain a Corporate audit programthat
provi des managenent at all levels with information to aid in achieving
efficient adm nistration and control of operations. The audit programis
concerned with all phases of financial, operational and programactivities

rather than being limted to financial matters. Detail information as to
the various audit activities related to UNICOR are expl ained in Section
8519 of this manual. A brief comentary concerning audit activity as

related to internal control foll ows:

1. External Audits.




a. GAO The Conptroller CGeneral of the United Stated perforns
reviews of overall corporate activity in order to certify UNICOR s
financial statement. These reviews are directed in part to the adequacy
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of internal controls. Their appraisal and associ ated reconmmendati ons
provi de nmeani ngful contributions to the process of maintaining an effective
internal control system

b. Departnment of Justice. The Audit Staff of the Departnent of
Justice coordinates its audit activity with those of UNICOR s internal
audit section so that a field location is not subject to an internal and an
external audit in the sanme fiscal year. DQJ auditors strive to audit each
field location every three years and Product D visions periodically but not
on a cyclical basis.

2. Internal Audits. UNICOR s Internal Audit Staff or Contract
Auditors audit each location on a cyclical basis and concentrate their
review on financial areas. Product Division office activities are revi ewed
to the extent that time can be nmade available. However, an audit of each
Division's activity once every three years is established as an Internal
Audit Staff goal. Programarea reviews are acconplished to the extent that
tinme can be made available. Related internal controls are reviewed as a
part of each audit program step whether the reviewis of a financial or
program nat ure.

3. Operating Managenent's Review Program Operating managenent has a
responsibility to continually review its areas of responsibility to assure
conpliance with UNI COR operating procedures. They wll evaluate the
efficiency and effectiveness of operations in neeting stated goals and
obj ectives, and assure the validity and neani ngful ness of financial and
production reports. Review of programactivities Field, D vision or
Cor porate includes an evaluation of all personnel acconplishnment.

107. EVALUATI ON AND | MPROVEMENT OF | NTERNAL CONTROL SYSTEMS

OMB Circular No. A-123, "Internal Control Systens," sets standards
for internal controls and directs each agency to review and update its
internal control system on an ongoi ng basis. Congress requires the head of
each agency to report to the President annually on these controls.
Therefore, Corporate managenent nust nethodically assess its vulnerability
to fraud, waste and abuse in each program and adm nistrative area within
each organi zational conponent, identify the controls deenmed nost vul nerabl e
and assure that such controls are effectively neeting their desired
function. OWB has published applicable guidelines for control elenents
that must be included in any Governnmental Accounting system

Specific indications of inproprieties or allegations within UNICOR are
referred to the O fice of Inspection, Bureau of Prisons, for investigation.
Such information should be relayed to that office with any evidence of
waste, fraud or abuse duly noted and nmade avail abl e.
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I NVO Cl NG

100. GENERAL

I nvoicing is the process whereby a custoner is billed and an account
receivable is established in the General Ledger as a result of goods having
been shi pped or services rendered to that custoner as ordered. The

obj ectives of the invoicing process are:

1. To bill custoners for goods and/or that have been shipped or supplied.
2. To assure that anpunts billed are correct.
3. To record accounts receivable in a tinmely fashion.

4. To establish effective controls that will facilitate the collection
pr ocess.

The invoicing formto be used is dependent upon the circunstances of the
custoner's order. (See paragraph 103 on invoicing fornms for specific
details.)

101. ASSI GNMENT OF | NVO CE NUMBERS

Recei pt of a conpleted Shipping Order, FPI Form 8, and Governnment Bills of
Lading (GBL) in the accounting office initiates the invoicing process,
except when the OPAC invoice TFS Form 7306 is used as a shipping order. 1In
this instance, notification of an inpendi ng shipnent of an OPAC order wll
start the invoice process. Itens mailed do not require a GBL. The

Busi ness Manager, or a delegate, is responsible for the assignnent of al

i nvoi ce nunbers. The invoice nunbers will be in nunerical sequence

begi nning with nunber 1 each fiscal year.

1. I nvoice nunbers for FPlI Forns 55-1nvoice, and 55b-Meno | nvoi ce,

D250- DOD | nvoi ce, TFS 7306, OPAC invoices and credit nenos wll be
assigned in the fol | om ng manner:
a. The first part of the nunber will be the last digit of the fiscal
year.
b. The second part of the invoice number will be the location Disbu
rsing
Ofic
e
(DO
synbo
I
assig
ned
by

t he
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C. The third part in the invoice nunber will be an assigned
numeri cal nunber.

d. The last part in the invoice nunber will be the al pha notation
for the factory for which the invoice was processed. The al pha
notati on can not be entered on the TFS Form 7306 on the APECS
termnal, but, will be automatically printed on the OPAC billing.

An exanple of a properly prepared invoice nunber in the 1989 fisca
year for the Terre Haute Cut and Sew Factory woul d be:

9 - 51 - 0001 - CS
(a) (b)  (c) (d)

2. A separate series of invoice nunbers will be established by the

Busi ness Manager for the processing of FPI Form 5, Inter-Industry
Transfer Voucher. The sane procedure for assignnment of nunbers wll
apply to the FPI Form5 Wi th one exception, the invoice nunber for a FP
Form5 will have the suffix "T" (transfer) after the factory al pha
not ati on.

An exanple of a properly assigned FPI Form5 invoice nunber for the Terre
Haute Cut & Sew Factory woul d be:

9 -51-9-CsT
(a) (b) (c) (d)

102. SHI PPI NG ORDER AND COST OF SALES REQ STER

1. Wen finished goods are ready to be shipped to the custoner as

specified in the contract, the Factory Manager will request that a FP
Form 8, Shipping Oder (S.0), and a Governnent Bill of Lading be
initiated in the Business Ofice and forwarded to the shipping office.
(G&BL's are not used for mailed itens.) After the shipnent is made, the
War ehouse For eman will forward the accounting copies of the two
docunents to the Business Ofice toinitiate either the invoice
process or the inter-industry transfer process. Wen the OPAC TFS
Form 7306 is used as a shipping order, the i nvoi ce process has al ready
been conpleted. The GBL and S.O w il be signed by the carrier unless
mai | ed, then the warehouseman wll sign the S. O

2. The accountant shall take the information fromthe shipping order and
post it to the Shipping Order and Cost of Sales Register (see

[Ilustration 1). See Section 8540, Instructions for Reports, Forms and
Records, for preparation instructions. At nonth-end the individual
colums shall be separately tabulated to provide totals for journal
entries to post cost of sales. The total for cost of sales shall be

entered thru Journal Entry 19 debiting Cost of Sales (Account 51000 or
52000) and crediting Finished Goods (15xxx) .

3. The responsibility in 1 and 2 above may be delegated in witing to
others by the AWI&E)/SO . This witten del egati on should be naintai ned
with the GBL's.
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Process Flow for FPI Form 55 (Invoice)
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I NVO Cl NG
100. GENERAL

I nvoicing is the process whereby a custoner is billed and an account
receivable is established in the General Ledger as a result of goods having
been shi pped or services rendered to that custonmer as order. The

obj ectives of the invoicing process are:

1. To bill customers for goods and/or that have been shipped or
suppl i ed.

2. To assure that ampbunts billed are correct.
3. To record accounts receivable in a tinely fashion.

4. To establish effective controls that will facilitate the coll ection
pr ocess.

the invoicing formto be used is dependent upon the circunstances of the
custoner's order. (See paragraph 103 on invoicing fornms for specific
details.)

101. ASSI GNMENT OF | NVO CE NUMBERS

Recei pt of a conpleted Shipping Order, FPI Form 8, and Governnment Bills of
Lading (GBL) in the accounting office initiates the invoicing process,
except when the OPAC invoice TFS Form 7306 is used as a shipping order. 1In
this instance, notification of an inpendi ng shipnent of an OPAC order wll
start the invoice process. Itens mailed do not require a GBL. The

Busi ness Manager, or a delegate, is responsible for the assignnent of al

i nvoi ced nunbers. The invoice nunbers will be in nunerical sequence

begi nning with nunber 1 each fiscal year.

1. | nvoi ce nunbers from FPI Forns 55-1nvoice, and 55b-Menp | nvoi ce,
D250- DOD | nvoi ce, TFS 7306, OPAC invoices and credit menos will be
assi gned in the foll ow ng manner:

a. The first part of the nunber will be the last digit of the fiscal
year.

b. The second part of the invoice nunber will be the | ocation

Di sbursing Ofice (DO synbol assigned by the Departnment of the
Treasury. The DO synbol is included as an audit trail on the TFS Form
6652, Statement of Differences, as well as other Treasury generated
forms (see Section 8501, Chart of Accounts and Accounting

Cl assification Codes, Page 8501-ii).
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c. The third part in the invoice nunber will be an assigned
numeri cal nunber.

d. The last part in the invoice nunber will be the al pha notation
for the factory for which the invoice was processed. The al pha
notati on can not be entered on the TFS Form 7306 on the APECS
termnal, but will be automatically printed on the OPAC billing.

An exanple of a properly prepared invoice nunber in the 1989 fisca
year for the Terre Haute Cut and Sew Factory woul d be:

9 - 51 - 0001 - CS
(a) (b) (c) (d)

2. A separate series of invoice nunbers will be established by the

Busi ness Manager for the processing of FPI Form5, Inter-Industry Transfer
Voucher. The sanme procedure for assignnent of nunbers will apply to the
FPI Form5 with one exception, the invoice nunber for a FPI Form5 w ||
have the suffix "T" (transfer) after the factory al pha notation.

An exanple f a properly assigned FPI Form 5 invoice nunber for the Terre
Haute Cut & Sew Factory woul d be:

9-51-9-CsT
(a) (b) (c)  (d)

102. SHI PPI NG ORDER AND COST OF SALES REGQ STER

1. Wen finished goods are ready to be shipped to the custoners as
specified in the contract, the Factory Manger wi |l request that a FPI Form
8, Shipping Oder (S.0O, and a Governnent Bill of Lading be initiated in
the Business Ofice and forwarded to the shipping office. (GBL's are not

used for mailed itens.) After the shipnment is nade, the Warehouse
For eman wll forward the accounting copies of the two docunents to the
Busi ness Ofice toinitiate either the invoice process or the inter-
i ndustry transfer process. Wen the OPAC TFS Form 7306 is used as
a shi ppi ng order, the invoi ce process has already been conpleted. The
GBL and S.O w il be signed by the carrier unless mailed, then the
war ehouseman will sign the S. O

2. The accountant shall take the information fromthe shipping order
and post it to the Shipping Order and Cost of Sales Register (see
Il'lustration 1). See Section 8540, Instructions for Reports, Fornms and
Records, for preparation instructions. At nonth-end the individual
colums shall be separately tabulated to provide totals for journal
entries to post cost of sales. The total for cost of sales shall be
entered thru Journal Entry 19 debiting Cost of Sales (Account 5100 or
52000) and crediting Finished Goods (15XXX).

3. The responsibility in 1 and 2 above may be delegated in witing
to others by the AWI&E)/SO . This witten del egati on should be
mai ntained wwth the GBL'Ss.
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[llTustration 2
Process Flow for FPI Form 55 (Invoice)
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I N\VO Cl NG FORMS

FPI Form 55, Invoice - (See Illustration 2)

a. Usage. This formis to be used for invoicing those custoners who
are not billed by inter-industry transfer billings, nmenorandum
billings, billings to the Departnent of Defense custonmers who require

use of DD Form 250 (Material Inspection Receiving Report, or
SI BAC/ OPAC bi | l'i ngs.

b. Required Docunents to Initiate the Use of FPI-Form 55. FPI Form
55 will not be prepared by the factory accountant until the previously
conpl eted Shipping Order (FPI Form 8), and Governnent Bill of Lading
(&BL), (if used) for goods which have been shipped. are returned to
the accounting office fromthe shipping departnent. The FPI Form 8
and the GBL should be returned to the accounting office i mediately
after shipnent. The accountant shall review shipping orders daily to
determ ne any shipping orders that have not been returned within 48
hours of having been sent to the shipping departnment. The factory
accountant shall nmake inquiries of the warehouseman to determ ne the
reason for the delay and acceptability of the reason.

c. Preparation Procedures. Upon receipt of the signed FPI Form 8 and
the GBL in the Business Ofice fromthe shipping departnent, the
factory accountant shall record all required information on the

Shi ppi ng Order and Cost of Sales Register. Once the shipping order is
recorded in this register, the factory accountant wll have the FP
Form 55 prepared in accordance with the instructions in Section 8540.
Upon conpl etion, the FPI Form55 will be distributed (see below, and
the invoice will be recorded in the Collection Bill Register (CBR)

FPI Form 35. It is essential that all invoices are prepared with al
the required information to insure they are "Proper |nvoices" as
described by Ofice of Managenent And Budget Circul ar A-125 dated
August 19, 1982, which states:

"“A proper invoice mnmust include:
1) Name of the business concern and invoice date.

2) Contract nunber, or other authorization for delivery of property
or services.

3) Description, price and quantity of property and services
actual ly del i vered or rendered.

4) Shi pping and paynent terns.

5) O her substantiating docunentation or information as required by
the contract."
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d. Di stribution of FPI Form 55.

1) Oiginal - to be forwarded to the custoner.
2) First copy - to be forwarded to the custoner.
3) Second copy - retained as a permanent nunerical file.

4) Third copy - retained within the business office to be used as
t he source docunment with which the factory accountant posts the

i nformation to the Collection Bill Register. See paragraph 106.
This copy wll be filed nunerically in an open file in support of
the Collection Bill Regi ster until collected after which it may be
di scar ded.

5) Fourth Copy - to be retained within the business office and filed
in the appropriate work order file.

6) Oher Copies - if required by the custoner, distribute
accordingly.

FPI For m 55b, Menorandum | nvoi ce of Shi pnent

a. Usage. This three copy formis to be used for itens on how no
cost is charged to the consignee or when the selling price wll be
established | ater and charged to the customer. (See Illustration 3).
It is also used for accountability of equipment gone for repair or
addi ti onal processing.

b. Requi red Docunents to Initiate the Use of FPI Form 55b. Sane as
those to initiate the FPI Form 55.

c. Preparation Procedures. Upon receipt of the signed Shipping O der
and the GBL fromthe shipping departnent, the factory accountant wll
prepare the FPI Form 55b in triplicate. Wen this formis used as a
menor andum of shi pnent to another industry location, it shall be
nunbered in the sane series as FPI Form5, otherwise, it wll be
nunbered in the series with invoices on FPI Form55. In recording
menor andum billings on the Collection Bill Register (FPI Form 35),
"MEMO' shall be listed in the amobunt col um.

d. D.stribution. D stribute one copy to the custoner/consi gnee one
copy for business office, and one copy for the work order file when
applicable. A copy (photocopy) may be sent to the warehouse for itens
(i.e., repair) which may be returned.

DD Form 250 - Materials Inspection Receiving Report MRR

(See illustration 4).



8000. 1
Chapt er 8500, CN- 31, Page 8504-7
July 31, 1989
[llustration 3
Process Flow for General Use of the FPI Form 55b
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[llustration 4
Process Flow for DD Form 250
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a. Usage. This formis to be used when a Departnent of Defense (DOD)
custoner requests its use in lieu of FPI Form55. This formis used
by DOD to conbi ne inspection, acceptance, delivery, shipping, and
invoicing all on one form \Wen the DD Form 250 is signed by the DOD
inspector, title to the material immedi ately transfers to the

cust omer.

b. Required Docunents to initiate the use of DD Form 250. No
initiating docunents are required as the DD For 250 conbi nes
initiating and the invoicing process into one form

c. Preparation Procedures. Upon notification fromthe Factory
Manager that goods ordered are conpleted, the factory accountant w ||
prepare the DD Form 250 per the instructions in Section 8540. The
Factory Manager or Quality Assurance Manager shall notify the Business
Manager once goods are inspected by the DOD representative and he/ she
has signed the approval space of the DD Form 250. If the DD Form 250
is signed toward the end of the nonth, but shipnent does not take

pl ace until the follow ng nonth, the sale and cost of sales should be
recorded in the nonth the DD form 250 is signed. The signed DD Form
250 will be forwarded to the shipping departnent to ship the required

goods. |Imediately after shipnment the DD Form 250 will be returned to
the factory accountant who will verify that the appropriate
i nformati on has been posted in the Collection Bill Register and in the

Shi ppi ng Order and Cost of Sales Register, and distribute the DD Form
250 accordingly.

An exception to the DD250 procedure above, occurs under the

requi renents of "Destination Acceptance" contracts. Destination
Acceptance contracts require DOD quality inspection/testing at the
destination point, rather than at the shipping point. Under the terns
of these contracts the DOD i nspector will have a specified period of
time (e.g., 30 or 60 days) in which to test and accept or reject a
shipnent. Once the shipnment is accepted, witten confirmation of
acceptance is sent to the shipping/billing location and title to the
goods transfers to DOD. Shipnents of goods under Destination
Acceptance contracts, therefore will not require the signature of a
DCD i nspector.

It is UNCOR s policy to record the sal es when goods are shi pped from
t he warehouse under Destination Acceptance contracts. The assunption
to this policy is that UNICOR sells and ships quality products which
are in accordance with contract specifications and that UNICOR s
general policy is custoner satisfaction, and thus acceptance is
guaranteed. Use Account 12070, Destination Acceptance, to record the
sal e of goods under these contracts.

d. Distribution. The distribution shall be in accordance with
custoner instructions. Internal distribution shall be the same as the
FPlI For m 55.
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4. TES Form 7306, "Paid Billing Statement for OPAC Transactions," OPAC
i nvoi ce.

a. Usage. this formis used when paynent for goods or services wll
be made by a governnent agency through the OPAC program This form
can also be used in lieu of the FPI Form 8, Shipping Oder, and can be
used as a packing list. A summary of all OPAC billings made on this
formduring an OPAC cycle will be used in the preparation of the S. F
244, (See Treasury Fiscal Requirenents Manual for CGuidance of
Departnent and Agenci es, Chapter 10, 000).

b. Requi red Docunents to Initiate the Use of TFS Form 7306.

1) Wien the TFS Forns 7306 is not used as a shipping order, the
requirenents for its use are the same as those for the FPI Form 55,
| nvoi ce.

2) Wien this formis used as a shipping order in lieu of the FP
Form 8, notification by the responsible shipping personnel that an
or der w Il be shipped that day to a SIBAC custonmer will be
sufficient for the Business Ofice to initiate a SIBAC billing.

c. Preparation Procedures. The TFS Form 7306 will be prepared by the
Busi ness O fice on the APECS term nal using the APECS transaction
codes for OPAC. This formw | be prepared in accordance with the
instructions in the APECS (Operations Manual and the Treasury Fiscal
Requi rements Manual (TFRM for CGui dance of Departnments and Agenci es,
Chapt er 10, 000.

Upon conpl etion of the data entry into APECS, the factory accountant
will verify the accuracy of the information and print the TFS Form
7306 with the APECS printer. Print as many copi es as needed for

di stribution (see below) and record the invoice in the OPAC section of
the Collection Bill Register (CBR), FPI Form35. It is essential that
all invoices contain the correct information as the transfer of funds
in the OPAC systemis acconplished by a direct electronic fund
transfer between appropriations by Treasury w thout many of the
controls built into a manual system such as, matching invoices with
receiving reports, purchase orders, etc. The procedure required to
initiate the preparation of the TFS Form 7306 are listed below Field
offices will be notified of the cut-off date for the billing cycle
each nont h.
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1) Wien TFS Form 7306 is not used as a shipping order, OPAC billings
will normally be prepared upon receipt of the Form8 and GBL in the
Busi ness O fice fromthe shipping departnent. However, when the terns of

the contract or purchase order specify, alternate billing procedures may be
used, for exanple, nonthly billing or "upon conpletion of order"” billing
may be required. In these instances, the TFS Form 7306 will not be

prepared until the terns of the contract of purchase order permts, and the
use of account 12040, Accounts Receivable, Unbilled Receivables nay be
necessary.

2) Wien TFS Form 7306 is used as a shipping order in lieu of the FP
Form 8, notification fromthe responsi bl e shipping personnel that an order
wi |l be shipped that day is sufficient to begin the preparation of the TFS
Form 7306. An internal control procedure should be established to verify
the availability of goods and transportation in this instance, since an
i nvoi ce wll be entered onto the OPAC conputer tape for the goods when
the TFS 7306 is prepared. The factory accountant will assign and record an
i nvoi ce nunber fromthe OPAC CBR and a shi pping order nunber fromthe
Shi pping Order Register prior to preparation of this form Upon
conpletion, the TFS Form 7306 will be distributed appropriately. The TFS
Form 7306 will not be sent to the custoner until the goods have been
shi pped.

d. D.stribution of the TFS Form 7306. A Treasury TFS Form 7306 has been
designed for use in the APECS printer. It consists of an original and four
copies. The fourth copy has the "Anmount" col um bl ack-out for use as a
packing slip, if needed. An unlimted nunber of copies of the invoice can
be printed when the data is initially entered into the system
Distribution of the FTS Form 7306 is as foll ows:

1) Oiginal - to be forwarded to the custoner.

2) First copy - to be forwarded to the custoner.

3) Second copy - to be forwarded to the custoner.

4) Third copy - retain within the business office to be used as a
source docunent which the factory accountant will file in support of the
OPAC section of the Collection Bill Register until acconplished, after
which it may be discarded.

5) Fourth copy - designed as a packing slip, if needed.

6) A copy - retained in the permanent nunerical invoice file.

7) A copy - to be retained within the business office and filed in
the appropriate work order file.

8) Copies - retained in the nunerical Shipping Order Register and
sent to the shipping departnent when used as a shi pping order.

9) Oher copies - if required by the custoner, distribute
accordingly.
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e. Required i nformati on on the TFS Form 7306

1) Custoner agency billing address.

2) " Shipped to" address and GBL nunber, if appropriate.

3) Invoice nunber and Shi ppi ng Order nunber.

4) Custoner ALC (8-digit Agency Location Code).

5) Date of Paynent (the invoice date).

6) Custoner Purchase Order or Contract nunber.

7) Description of item and anount.

8) OPAC agency (UNI COR | ocation) address, comrercial and FTS
t el ephone nunbers, ALC and appropriation account.

f. Adjustnents. A custonmer agency under the OPAC system nmay nake an
adjustnment on all or part of a billing wwthin three nonths of receipt of an
OPAC statenent (TFS Form 7306). This may occur because the wong custoner
was billed, the customer did not receive the entire shipnment, or with
di spute in charges. Wen an adjustnent is nade by a custoner, they are
required to contact the billing agency.

The adjustnent is made through the OPAC system using an adj ustnent
screen. The custonmer must enter specific information to identify the
original billing which is being adjusted (i.e., docunent reference nunber,
original billing ALC, etc.). The OPAC systemw || assure that the
adjustnment is valid through a series of edits on the information supplied.
Once validated, the adjustnent nmay be seen and/or printed on the next day
by the original billing agency through the OPAC nenu in the GOALS system

Upon notification that an adjustnment will be nade, the factory accountant

shoul d i mredi ately determne the reason. |If the dispute can be settled
w t hout an adjustnent, the factory accountant will take appropriate
actions. |If the custoner does nake an adjustnent, a credit invoice nust be

made for the anmpbunt of the adjustnment noting the original transactions to
which it applied and was recorded in the OPAC section of the Collection

Bill Register. |If, however, an adjustnent has al ready been acconplished by
the custoner and it is agreed that the custoner is to be rebilled, a new
i nvoi ce nunber and date nmust be used. If no agreenent can be reached with

the custoner, it nay be necessary to contact the Product Division for
assi stance. At the end of each nonth, in accordance with TFM 10060, "both
the custonmer agency and the billing agency nust include the NET TOTAL
anmount of all bills and adjustnents for its ALC on its SF-224 for the
current paynment nonth."

*
5. Transportation Billed to Custoners. Although it is UNICOR s preference
to have custoners pay the freight cost on itens shipped, special
circunstances arise whereby UNI COR pays the freight or transportation cost
and bills the custoners for those
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charges. Such charges should be separately identified on billing
statenents, such as the FPI Form 55s or Departnent of Defense Form 250
i nvoi ces. Wen recording invoices to the Collection Bill Register that

i nclude transportation charges: the total amount of the invoice should be
debited to Accounts Receivable, account 120XX; Sales to O her Governnent
Agenci es, account 41010, credited for the value of the products shipped;
and Transportation Cost Billed to Custoners, account 63410, credited for
the transportation costs via Journal Entry 22. In nost situations the
transportation cost to UNNCOR will be an estimate. Any difference between
the estinmate and actual charges will be absorbed by UNICOR and will be
reflected in the Transportation Cost Billed to Custonmers, account 63410.

104. I NVO CE ASSEMBLY AND NAI LI NG | NSTRUCTI ONS

It is the responsibility of the Business Manager or a delegate to assure
that all invoices mailed to the custonmers are fully accurate. The invoice
package, nmailed to the custoner, will consist of the foll ow ng docunents:

1. The original of the invoice and as nany copies as desired by the
cust omer.

2. A copy of the shipping order.

3. Copi es of any other docunent the custoner requires.

After the Business Manager, or a delegate has fully verified the accuracy
of the invoice package, the original invoice will be signed, indicating
acceptance of the responsibility for its accuracy. The invoice package
will then be mailed to the custoner.

105. CORRECTION OF INVAO CES - CREDI T MEMORANDUM

To correct an invoice prior to mailing, all copies are to be destroyed and
the same invoice nunber on a new form |If an error has been di scovered
after the invoice has been sent to the custoner, a "Credit Menoranduni
shoul d be i ssued.

1. Use. Credit nenoranda are issued when:

a. An over billing error is discovered after the invoice is sent to the
office billed.

b. An allowance is determ ned after the invoice is sent.

c. The custoner returns defective goods.
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2. Required Formfor Credit Menorandunms. FPI Form55 with "Credit
Menor andunt stanped boldly across the top of the form

3. Required Information. (See Section 8540 for an exanple of FPI Form 55
and preparation information). The follow ng blocks fromthe exanple in
Section 8540 nust be filled in when a "Credit Menoranduni is to be used:

A - Location P - Amount Due

J - Payer S - Signature

K - Stock No T- Title

L - Description U- Mil to

M- Quantity V - Credit Menorandum
N- Unit Price W- "To Apply

O - Anopunt X - "Shoes Returned"

4. Pr ocedur e

a. A detailed explanation of the correction of allowances is to be
included, with reference to all pertinent records which created the
di screpancy.

b. Wen the credit is to an invoice which was previously issued, the
phrase "To apply to invoice No. , dated " must be included on
the face of the "Credit Menoranduni.

c. In all instances when a "Credit Menoranduni is issued, the follow ng
copies nmust be retained wthin the accounting office:

1) One copy to be filed in the nunerical invoice file.

2) One copy to be used as support for the entry recorded in the
Collection Bill Register and reverse Journal Entry 22. See paragraph 106.

3) One copy to be placed in the work order folder, if applicable.

5. Procedure Wen the Custoner Fails to Pay the Full Anount of the
Invoice. In this situation the Business Manager or del egated i ndividual
must determine if the anmount not paid by the custoner was a valid
deduction. If it is a valid deduction, a dumy "Credit Menorandunt shal
be prepared as any other "Credit Menorandunt, except none of the copies are
to be distributed to the custoner. The "Credit Menorandumt shoul d be
annotated for internal use only and filed as stated in 105.4.c. above. 1In
the event that the custonmer has deducted too nuch fromthe invoice or has
no justification for deducting any anount fromthe invoice, the Business
Manager shall send the custonmer a nmeno informng themthat the invoice is
still open and explain the reasons why.
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When the custoner fails to pay the full amount of the invoice because of an
adj ust nent under the OPAC system a credit nenorandumis nmade for the
anount of the adjustnment and the custoner is rebilled using a new invoice
nunber and date. The credit nenorandum should contain an expl anation
describing the reason for the adjustnent and the anount to be rebill ed.

The custonmer will be contacted by tel ephone prior to rebilling to advise

t hem of the inpending action.

6. Custoner Denmandi ng Cash Refund for the Anount Which They Overpaid. In
the event that the Business Manager notifies a custoner that they have
overpaid their accountant, or the custoner discovers that they have
overpaid, and requests a refund, the follow ng procedures shall be
fol | oned:

a. The Busi ness Manager nust substantiate the validity of the claim
Once substantiated, the Business Manager will sign a nmenorandum expl ai ni ng
he reason for the discrepancies and that the refund is proper and valid. A
copy of the custoner's order and a copy of the invoice will be attached.

b. Once the above step is conplete, the docunents shall be forwarded to
t he accountant to follow the vouchering process on a FPI Form 1034 which
will ultimately lead to a check being prepared to the order of the
cust omer.

7. Approval
a. The Business Manager shall approve all "Credit Menoranduns" when the
"Credit Menorandum originates due to an overbilling by the accountant.

When t he nmenorandum origi nated due to price adjustnents on itens billed at
a tentative price, subject to firmcommtnent, disputes over contract
prices, or adjustnents to contract prices, the Superintendent shall be the
approving officer if the anmount does not exceed $2,000. |If in these

ci rcunst ances the nenorandum exceeds $2, 000, the Superintendent shal
forward the nmenorandumto the appropriate Product Division Manager.

b. The Product Division Manager shall approve all other "Credit
Mermor andum’ which are in excess of $2,000 but $7,500 or less. Subnmit the
original and all copies to the division office in these cases.

c. "Credit Menorandumnms" which are in excess of $7,500 shall be submtted
t hrough the appropriate division office to the Deputy Assistant Director
for approval.
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8. Approval of Invoice Adjustnents Under the OPAC System

a. Under the OPAC system the custoner agency has three nonths in which

to make an adjustnent to a billing and the billing agency then has 90 days
to respond to the adjustnment. Although custonmer agencies are requested to
contact a billing agency prior to an adjustnent (see Treasury Financi al

Manual , TFM 6- 10000, Chapter 10000, OPAC), this is not required, so the
only notification of an adjustnent may be on one of the Treasury statenents
or through the automated OPAC system

Once an adjustnent has been nade by a custoner, a credit invoice nust be
processed and approved regardless of the validity of the claim since an
OPAC adj ustnent causes an automatic electronic transfer of funds. The
validity of the adjustnment and the appropriate action necessary nust al so
be det erm ned.

The Busi ness Manager will be responsible for having the "Credit
Menor andunt prepared and may sign the approval when it originates due to an
overbilling by the accountant. The Superintendent shall sign all other
"Credit Menorandumt which have been initiated by an OPAC adjustnent. \Wen
a "Credit Menorandunm® exceeds $2,000, the Superintendent shall retain a
copy of the signed "Credit Menorandumi for the nunerical invoice file and
the work order file and shall forward the original wth remaining copies to
the appropriate Product Division Manager. Included with the "Credit
Menor anduni shall be an expl anation detailing the reason for the
adjustnment, efforts made to resolve the problem the anmobunt, it any, to be
rebilled and what assistance the Product Division can provide. A tel ephone
call should also be made if division assistance is needed, since, there is
a 90 day tine limt on "respondi ng" to adjustnents.

b. The Product Division Manager shall sign an acknow edgnent on any
"Credit Mermorandum®' which is in excess of $2,000, but $7,500 or less. In
addition, the D vision Manager shall state in witing either concurrence or
exception with location efforts to resolve the problem assistance which
will be provided and alternate solutions, if any, should be stated. A
tel ephone call to the field location issuing the "Credit Menorandum and/ or
the custonmer may be necessary, since, thereis a 90 day tine limt on
"respondi ng" to charge-backs.

c. "Credit Menorandums" which are in excess of $7,500 shall be submtted
t hrough the Product Division Manager to the Deputy Assistant Director for
appropriate action. Since the OPAC systemhas a pre-defined limt on the
tinme allowed to respond to charged-backs (90 days) and since cash wll
automatically be renoved from UNI COR funds when an adjustnent has been
made, it is inperative that "Credit Menorandunmt of this nature be forwarded
i mredi ately through the proper channels to the Deputy Assistant Director.
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9. Defective Goods Returned by Custoner. Credit Menoranduns for the ful
val ue of the defective products shall be prepared follow ng i nspection by
Qual ity Assurance. The signed approved FPI Form 31 shall serve as the
basis for issuing the credit. Accounting data may be found in Section
8506, paragraph 406.

106. COLLECTI ON Bl LL REG STER

1. The Business Manager is charged with the overall responsibility for

mai ntai ning an accurate Collection Bill Register FPI Form 35 (see section
8540 for preparation instructions). The factory accountant is responsible
for the day to day postings to this register.

2. A Collection Bill Register shall be maintained for:
a. cash - invoices and credit nmenorandums, 12010,
b. OPAC - invoices and credit nenoranduns, 12010,
c. travel advances, 12020,
d. transportation and other public billings, 12030,
e. unbilled receivables current, 12040, and
f. Accounts Receivable, Non-Current, 12050.

When FPI Form 55b ( Menmorandum I nvoice) is used, list it wth FPI Form 55.
In listing FPI Form 55b show "MEMO' in dollar anmount colum. Post only the
receiving report nunber and the date in the "date collected" colum when
any itemis returned.

3. Al invoices and related credit nenoranda are to be listed by the
nunerical invoice nunber within the nonth that they actually occur. The
recording of transactions to the nonth in which the transaction took place
is inperative as the Collection Bill Register is balanced to accounts
recei vabl e (Account 120XX) at the end of each nonth.

4. Show page totals and reconcile themby a tape taken fromthe nunerical

invoice file. Pages in the Collection Bill Register will be nunbered
starting with nunber one and continue until six digits are reached. The
Collection Bill Register shall serve as the permanent sales register and as

the subsidiary detail of the Accounts Receivable Control Account (120XX)
Post all collections to this register.

107. MAI NTAI NI NG THE COLLECTI ON Bl LL REG STER

The Collection Bill Register will be maintained by subdividing the register
into six sections, |abeled as foll ows:

Section 1 - "12010, Accounts Receivable - Governnent Cash

Billings"

Section 2 - "12010, Accounts Receivable - Government OPAC

Billings"

Section 3 - "12020, Travel Advances"
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Section 4 - "12030, Accounts Receivable - Public"
Section 5 - "12040, Accounts Receivable - Unbilled
Recei vabl es, Current”

Section 6 - "12050, Accounts Receivable, Non-current"”

1. 12010 Accounts Receivable - Governnment - Cash Billings. Al FPlI Forns
55 and 55b, DD Form 250 and "Credit Menoranduni shall be listed in

nuneri cal sequence in this section when the forns have been mailed to
custoners other than another UNICOR factory. These fornms shall be

mai ntai ned in nunerical sequence to reconcile this section each nonth and
support the journal entries.

2. 12010 Accounts Receivable - Governnent - OPAC Billings. Al TFS Forns
7306 "Paid Billing Statenment for OPAC Transactions” and "Credit Menoranduni
shall be listed in nunerical sequence in this section. "Credit Menorandunt
shoul d be acconpanied wth a copy of the supporting docunentation which
initiated the credit.

3. 12010 Travel Advances. To nmmintain accountability for travel advances
out st andi ng, an SF-1038 shall be obtained fromthe enpl oyee concerned.
This card shall be n maintained to nonthly reconcile the Collection Bil
Regi ster and the support entries for this section upon issuance of the
advance.

4. 12030 Accounts Receivable - Public. To maintain accountability for
funds due fromthe public (i.e., amounts due resulting fromcanceled trips,
the redenption of unused tickets) a SF-1170 is prepared. The SF-1170

provi des the source docunent for posting to Account 12030, and shall be
reconciled nonthly. A nonth-end cut-off of the |ast page of the nonth
shoul d be nade starting a new page for the follow ng nonth. See Section
8505, Collections, for detailed closing procedures and journal entries when
accounts receivable are coll ected.

5. 12040 Accounts Receivable - Unbilled Receivables, Current. This is used
to maintain accountability for shipnments of goods which will be billed to
the custonmer at a later date. Upon conpletion of FPI Fornms 55 which fal
into this category, the accountant shall stanp "UNBILLED' in large letters
on the formand list it in nunerical sequence in this section. The sales
value will be included on the FPI Form55 and will be recorded as a sale to
Account 410XX in this section. These forns shall be maintained in

numeri cal sequence to reconcile this section each nonth and support the
journal entries. \Wen the terns of the contract (nmonthly, quarterly, etc.)
permt invoicing the custonmer, all the FPI Fornms 55 pertaining to that
billing shall be accumul ated and used as support docunents to a total
single invoice.

A single "Credit Menoranduni shall be used to clear the accunul ated total
of the "Unbilled Receivables" fromthis
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section, so that the sales will not be recorded twce. Reference the

i nvoi ce nunber and date of the invoice billed to the custoner in the "Date
Col | ected" colum of the FPI Form 35, Collection Bill Register, on al
"Unbi |l | ed Recei vabl es" and "Credit Menorandunt when cleared formthis
section. The new invoice which will be sent to the custoner will then be
recorded in the appropriate section to the Collection Bill Register.
Witten authorization from Resources Division is required to use this
account .

6. 12050 Accounts Receivable, Non-current. This is used to maintain
accountability for contracts which require UNICOR to provide a cash advance
to vendors for materials needed to nmanufacture a product. The cash advance
must be long-termin nature and the outstanding balance will be reduced by
the value of the naterials received over a tinme period of greater than one
year.

This register will be maintained in a log format with col ums show ng the
date, value, Receiving Report nunber, voucher nunber, value received to
date, and the outstanding balance to date of materials for which the cash
advance was nmade. As materials are received, the value to these materials
will be entered on a Receiving Report (Accountant 22000).

As vendor invoices are vouchered for paynent, the accountant (technician)
will credit Account 12050 for the portion (% of the invoice anount
specified in the contract and debit 22000 for the anount of the Receiving
Report(s). Once schedul ed, a copy of the voucher will be forwarded to the
accountant (technician) to be |logged in the Non-current Receivabl es

regi ster, Accountant 12050, in order to reduce the outstandi ng balance to
date in this account.
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| NTRODUCTI ON
100. PURPCSE OF MANUAL
Thi s Manual prescribes requirenments and provi des gui dance for applying
uni form cost accounting procedures by UNICOR ¥ Al though this Manual is a
basic directive reference guide for operating the cost accounting system
it also provides a useful tool for on-the-job training of personnel
unfamliar with the system particularly new enpl oyees.
101. OBJECTI VES OF COST ACCOUNTI NG
The UNI COR costs accounting systemis the major quantitative and
qualitative information systemrelated to the UNI COR nmanufacturing
processes. Its objective is to provide information useful to managenent in
deci si on meki ng invol vi ng:
- Product profit neasurenment
- Pricing
- Product Line additions/deletions
- Expansi on/ rel ocati on of operations
- Pl anni ng and control of operations
- Product quality
- Productivity
102. RELATED UNI COR | NSTRUCTI ONS

This Manual is Section 8506 of the UNI COR Corporate Policies and
Procedures Manual, hereafter referred to as the Corporate Mnual.

Since cost accounting is only one el enent of UN COR production
managenent and accounting, this (Cost) Manual is necessarily designed

1/ Federal Prison Industries, Inc., is the |egal nanme under
whi ch the Corporation conducts its business. In 1978, FP
adopted the trade nane, UNI COR, under which it now does nost of
its business.
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for us with related i ssuances, and users wll need an awareness of the
total corporate manual. For exanple, they will find references to other
UNI COR instructions such as the foll ow ng additional sections of the

cor por at e nmanual

- 8270, Pricing

- 8501, Chart of Accounts and C assification Codes
- 8520, Journal Entries

- 8509, | nvent ory Contr ol

- 8511, Payr ol

- 8513, Travel and Transportation

- 8515, Reports, Forns and Records

103. MAI NTAI NI NG THE MANUAL

1. Users. Copies of the Manual will be distributed to each
Institution | ocation, to Product Divisions, and to Corporate Managenent.
Changes wi ||l be brought to users' attention pronptly on receipt by
Superintendents of Industries and posted to the maintai ned copi es as soon
as possible. The Manual nust be readily avail able of races and use by
UNI COR enpl oyees.

2. Up-dating. The Resources Division will be responsible for
preparing, coordinating, obtaining approval, and arranging for publication
changes to the Manual. Changes will be nade by issue of |oosel eaf page
substitutions or additions.

3. Information. Questions and comments relating to this Manual w |
be referred to the Resources Division, Phone 724-3140.

104. NATURE OF THE UNI COR COST ACCOUNTI NG SYSTEM

Cost accounting is a systemwhich is designed to allocate all rel ated
costs incurred to a cost objective and match the costs to the proper
accounting period. A cost objective is a function, process, service, or
product for which provision is nade to accunul ate and neasure the costs
i nvol ved. The matching of costs to the applicable cost objective and
accounting period, uniformty anong simlar factories, consistency over a
period of tinme, and verifiability of information accunul ated are desired
goal s of the UNI COR Cost Accounting System
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A cost accounting systemidentifies costs to be allocated, the
accounting period to which the costs are allocable, and the manner in which
they can be assigned to cost objectives. As an ideal, each item of cost
(whether for l|abor, materials, or overhead) would be allocated to the cost
obj ective which caused incurrence of the cost.

Since allocations are not designed to deal with insignificant anounts,
the concept of "materiality" beconmes a key consideration. That concept has
been defined as a state of relative inportance. The materiality of an item
may depend on its size, its nature, or a conbination of both. An item
shoul d be regarded as material if it is of sufficient inportance to
i nfluence the decisions of managenent in the evaluation of the cost or
viability of a particular product. Factors determning materiality are the
dollar value of the itemby itself and in relation to the overall cost
obj ective, classification of the cost as direct or indirect, the cunulative
effect of individually immaterial itens, and the feasibility and expense of
adequately accounting for such costs.

Costs that are not directly identified wwth the cost objective wll be
consi dered overhead and grouped into |ogical and honogeneous pools (e.g.,
indirect |abor, depreciation, or indirect material). These costs shal
then be allocated to the cost objective according to a base(s) which
measures the entire activity. Measures of the activities ordinarily can be
expressed in such terns as direct |abor dollars or hours, total direct
materi al costs, machine hours, square footage, or other reasonable and
justifiable neasure. The use of a portion of a total activity to allocate
these indirect costs to the cost objective, such as direct |abor dollars,
is acceptable only if the base is a good representative of total activity
bei ng nmanaged.

The conposition of direct materials, direct |abor, and overhead costs
are explained in detail in subsequent paragraphs and parts. Detailed
instructions are also provided for accumul ating, allocating, and recording
such costs.

105. MANUFACTURI NG COST ELEMENTS
1. Definition. Cost as defined in this Manual represents the

accunul ated val ue of the amount of cash, property transferred, services
performed, or liability incurred for the production of revenue.

2. Types of Manufacturing Costs. Manufacturing costs are usually
divided into three categories: direct material, direct |abor, and
over head.
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a. Direct Material. Al materials that forman integral part of the
fini shed product and which can be neasured with reasonabl e precision are
called direct material .

The i deal approach would be to charge all materials to a job
or process as direct charges. The dollar significance, econony, and
feasibility of directly tracing the material to the final product, however,
must be considered in many instances. Materials of |ow dollar significance
or nmultiple job or process usage do not warrant the tinme and effort
required to assign those costs to a job or process. Such costs should be
recorded as indirect material charges (Account 57.15, Mnufacturing
Expense, Indirect Materials).

See Part 4 for nore details on accunulating direct materi al
costs.

b. Direct Labor. All labor which can be readily traced to a
job or a manufacturing process is classified as direct |abor.

The inmportant factor is identification of the work perforned
with a specific job or manufacturing process benefiting fromthe |abor.
Mul tiple job or process work efforts should be recorded as indirect |abor
whenever there is considerable conplexity in assigning that work effort to
a specific job or process.

Part 5 contains detailed data on accurul ati ng direct | abor
costs.

C. Overhead. This category includes charges other than direct
material and direct |labor incurred to conplete the product. They are
i ndi rect manufacturing costs that cannot be identified easily with specific
units of production.

Sone exanpl es of overhead itens are expenses for:
mat eri al s/ supplies not readily identifiable to a job or process due to size
or quantity; labor not readily identifiable to a job or process, such as
supervision; and utilities, travel, machine repair, special clothing,
depreci ation, and publications.

The nature, accumul ation, and bases for applying overhead
are explained in detail in Part 6, Accumul ation and Control of Overhead
Cost s.
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106. FI XED AND VARI ABLE COSTS

Al'l manufacturing costs can be further broken down by fixed and
vari abl e costs of facilitate analysis in devel opi ng overhead application
rates. The effect of volunme changes on costs are of prinme inportance to
managenent in control and anal ysis of costs.

Fi xed costs remain relatively stable over a given period of tine
despite significant changes in volunme. Fixed costs are those incurred
regardl ess of the volunme of production and sales. Control of these costs
are, generally, the responsibility of top managenent. Depreciation and
civilian salaries are exanples of fixed costs in UNICOR factori es.

Vari abl e costs, on the other hand, vary wth volunme. Responsibility
for themrests with the Superintendent of Industries. Direct material and
direct | abor costs are exanples of variable costs.

107. FLOW OF COSTS

A cost systeminvolves the flow of costs from one account into
another. See Exhibit 1-A Flow of Manufacturing Costs.

As materials are purchased, they are held in Raw Materials and
Supplies Inventory, an asset, fromwhich they nove to Wirk in Process
| nventory, an asset, as needed. There, direct |abor and factory overhead
are added. The cost or rework or abnormal scrap is witten off directly to
Account 56.3, Cost of Sales, Abnormal Costs, as a period cost (see
paragraph 406, Scrap and Defective Wrk). Wen goods are conpleted, their
cost is noved into Finished Goods Inventory, an asset.

When goods are sold, the asset, Finished Goods, noves to the Incone
Statenment as Cost of Goods Sol d.

108. UNI COR | NDUSTRI ES ORGANI ZATI ON

The nobst comon organi zational structure for UNICOR factory | ocations
is illustrated graphically in Exhibit 1-B. Actual organizational
structures wll vary, of course, depending on size and operations.

Primary cost accounting responsibilities of the principal officials
shown in the Exhibit are summarized in this paragraph. The itens |listed
are not intended to be totally inclusive or to serve as position
descri ptions.
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1. Superintendent of Industries. The Superintendent's responsibilities

are summari zed as foll ows:

3.
i ncl ude:

Direct and coordinates the activities of assigned UN COR
staff and inmate workers in perform ng cost accounting
functions in accordance with UNI COR policies and procedures.

Factory Manager. The Factory Manager's responsibilities include:

Initiating docunents to obtain the Superintendent's approval
to start production.

Preparing and approving requisitions for materials and _
supplies, and controlling itens received for consunption in
production or return to the warehouse.

Approvi ng Defective Wrk/ Scrap Reports prepared by the
Qual ity Assurance Manager

Supervising directly, or through a Foreman, the utilization
of | abor and the mai ntenance of records of |abor used.

Notifying the Business Manager of the conpletion of jobs or
processes.

Furnishing required information (forns, reports, etc.) to
t he Busi ness Manager and the Superintendent.

Anal yzing the results and costs of production and
participating in reviews with the Superintendent and the
Busi ness Manager

Busi ness Manager. The Busi ness Manager's responsibilities

Mai nt ai ning the required cost accounting records and
pr ocedur es.

Provi ding i nventory managenent to include supervising the
war ehouse activities, and acquisition of needed naterials
and suppli es.
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- Preparing reports pertaining to the status and results of
production and the resources used.

- Anal yzing the results of production with relation to
materials and preparing statistics with regard to ot her cost
factors; participating with the Superintendent and the
Factory Manager in reviews of the progress and results of
pr oducti on.

- Advi si ng the Superintendent and ot her personnel regarding
accounting requirenents and net hods.

4. Quality Assurance Manager. The Quality Assurance Manhager's
responsi bilities include:

- Providing quality control services.
- | nvol venment in disposition of defective work and scrap.

- Initiating the Defective Wrk/ Scrap Report, FPI Form 31, as
descri bed in paragraph 309.

109. COST SYSTEMS OVERVI EW

The two cost systens used in UNICOR factories are job order cost and
process cost. A summary of the basic procedures described in this Manual
for UNI COR cost accounting are presented in Exhibit 1-C, Overview of UN COR
Cost Accounting. More detailed procedures are provided in narrative
instructions and flow charts in subsequent Parts of this Mnual .

As wll be seen, the last segnment of Exhibit 1-C pertains to nonthly
reports. Using records identified in the Exhibit as source docunents, the
Busi ness O fice prepares several reports related to the cost accounting
system The inmate Payroll Record, FPI Form4l, is sent directly to the
Institution Business Ofice. The other reports are reviewed and approved
by the Superintendent of Industries and forwarded to the Resources Division
and Product Division Managers. Instructions for preparing the Payrol
Record and the Monthly Financial Statenment are provided in Sections 8511
and 8515, respectively. Procedures for the other reports are in Part 11 of
t hi s Manual

1. Job Order Cost System In a job order cost system (see Part 8),
the basis for accurmul ating the relevant costs is a job order(s) or work
aut hori zation that normally specifies a quantity of a particular product to
be manuf act ur ed.
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2. Process Cost System In a process cost system (see Part 9), the basis
for accunulating the relevant costs is a process or cost center. There,
cost are accunul ated for a specific tinme period and, then, allocated to the
honmogeneous product output of the process for that period.

3. Conparison of the Systens. The main difference between the two
approaches is their basis for cost accunmulation. |In a job order system
all relevant cost incurred for a particular lot, specified by the job
order, are accunul ated agai nst, that order regardless of the period in
which they are incurred. In a process cost system all relevant costs
incurred for a particular process are accunulated for the tine period
required to conplete that process.

In either case, the accunul ated costs are divided by recorded
production to determne unit costs f production.

110. STANDARD COST SYSTEM

A standard cost systemis conposed of carefully predeterm ned or
estimated costs of material, |abor, and overhead. Basically, standards are
separately determ ned for each cost elenment by analysis of prior records
wi th adjustnent for changed conditions.

Standard costing is not a nutually exclusive system It is often used
by a wide variety of organizations in conjunction wth job order costing
and process costing. It is a systemwhere actual costs are pronptly
conpared with standard costs at the conpletion of a job to reveal variances
that can be anal yzed to determ ne production efficiency.

Because of the nunmber of constraints in UNNCOR s industrial
operations, as would be expected in such areas as engi neering, business
positions, and types of accounting systens, standard cost systens are not
currently used in UNICOR Partial uses of standards by UNICOR in several
ways are outlined in Parts 8 and 9 on job and process costing,
respectively. Exanple of the use of standards are nmaking all owances for
scrap, nmachi ne breakdown and lost tinme, the use of the Unit Cost Estimate
totals in estimating credits and endi ng bal ances for work in Process
| nventory, and | abor and overhead estimates in determ ning overhead
application units.

Compl ete use of standards requires extensive planning and engi neering
of standards. Any of factories desiring to inplenent such a system shal
contact the Product and Resources Division Managers for authority to use
standard costs.
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111. CHARTS OF ACCOUNTS

The UNI COR Chart of Accounts is a vehicle for budgetary and cost
accounting control. It provides Ceneral Ledger control accounts for the
recogni zed el enents of cost, and it segregates and details all expenses.
The Chart of Accounts is used to identify the flow and charge of costs to
production activity and facilitates processing cost information into
meani ngf ul cost reports.

See Chapter 8500, Section 8501, Chart of Accounts in the Accounting
Manual , for a conpl ete breakdown of each account, a description of its
contents, and related accounting entries which affect the account.

112. SELECTI NG A SYSTEM

Wen a new factory is established or when significant production
changes are nmade to an existing operation, it will be necessary to sel ect
an appropriate cost accounting system

1. Responsibilities. The Superintendent of Industries at each
factory location, utilizing his assigned staff, is responsible for
sel ecting the appropriate type of cost system and devel opi ng and nonitoring
the cost system for each assigned or planned factory. Wen the cost system
has been developed, it will be submtted in witing to the appropriate
Product D vision Manager for review and approval .

The Product D vision Manager is responsible for review ng and
approvi ng each systemsubmtted. Once the Product D vision Manager has
approved the systemhe will forward it to the Resource D vision Manager for
further review and approval.

The Resource Division Manager will review and approve the system and
return it to the Superintendent of Industries through the Product D vision
Manager. Approved proposals will be permanently maintained on file at the
factory | ocations and in Resources Division.

Summary di sapproval s of proposed cost systens will not be nade. Al
probl ens that a Product D vision Manager has with a proposed cost system
wi |l be discussed and resol ved with the Superintendent of I|Industries who
submtted the proposal. In the event of nonresolution as a result of such
di scussions, the Product Division Manager is responsible for rendering a
bi ndi ng decision. This sanme process wll apply for problens with the
system whi ch occur between the Product Division Manager and the Resource
D vision Manager. |In this instance, the Resource D vision Manager is
responsi bl e for rendering a binding decision, and then approving the system
as resol ved.
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Cost accounting systenms which are currently in use and which conply with
the guidelines of this manual will not be submtted for reapproval.
Conpliance with the provisions of this Manual will be exam ned during
periodic factory audits.

Requests to deviate fromthe guidelines of this manual will be
submtted to the Resources Division through the Product Division for
approval. Requests nust contain justifications for such deviations. Such
requests will be reviewed in the same manner and detail as requests to
establish new systens.

The follow ng guidance will be applied by a Superintendent of
| ndustri es when devel opi ng new systens or when requesting deviations for
exi sting systens.

The routing/control systemmnust insure that responsibility/
accountability is designated for each specific action, all required
information is properly entered, and required files are maintained to allow
ease of review and control. Wen variations are used, justification,
narrative descriptions, and flow charts shall be nade to facilitate its
revi ew, approval, and use.

An effective cost accounting system depends upon accurate and tinely
information fromall levels of UNICOR  Corporate, division, factory and
busi ness office personnel, each, has a responsibility to insure that this
i s acconplished. Each nust exercise due care and diligence in the use of
t hi s Manual

2. Factors to Considers. The follow ng factors should be consi dered
in selecting a system

- The type of product and the expected quantity to be manufactured
of a particul ar product.

- The production and storage space that will be available to
process and store a mninmum | evel of stock.

- The variety or nunber of different type of products which are to
be produced at the |ocation.

- The antici pated demand for the product to be manufactured; i.e.,
whet her the demand is recurring and continuous or is
non-recurring and sporadic.
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PART 2
COST DATA ANALYSI S
200. PURPGCSE

UNI COR s cost fornms and reports, properly interpreted, can disclose
the effectiveness of factory productivity and the cost of producing a
pr oduct .

Anal ysis and interpretation of this cost information provide the
substantive value to be obtained fromthe cost systemand the work invol ved
in providing the data. Net profit or loss information in financial reports
can be m sl eading and provides little substantive basis for identifying
production problens areas so that corrective action can be taken. For
exanple, factories with favorable sales or raw material prices my show
substantial profits despite inefficient production activity. On the other
hand, factories show ng | osses or mninumprofits nmay be operating
efficiently, but poor profit margins for products or inherent production
probl ens preclude favorable financial results.

The cost system can provide the necessary information to eval uate and
manage factory production activity effectively. Not only can problem areas
and corrective neasures be identified, but neaningful recognition can be
given to effective work efforts and to those responsible for that effort.

201. RESPONSI BI LI TI ES

Thr oughout this Manual, the need for analysis is identified and
responsibilities are assigned. Nevertheless, the significance of the
anal ysis phase of UNICOR s cost system warrants enphasis and summari zati on.

Anal ysis of the information provided by the UNICOR cost systemif it
is to be effective, cannot be postponed for convenient times or left to
others. It should be a schedul ed action for managenent personnel to
acconplish. Wthout such analysis, the UNI COR cost system cannot serve the
needs of factory, institution, division, or corporate |evel personnel.

1. Factory Manager. They are responsible, upon job conpletion, for
the anal ysis of each FPI From 9, Production Order and Cost Sheet. Materi al
Control Lists, Monthly Labor Summaries, and overhead expense accounts al so
need.
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to be reviewed for reasonabl eness of accunul ated data. See paragraphs 306,
Production Order and Cost Sheet; 305, Material Control Lists; 308, Mnthly
Labor Summary; and 1102, Sunmary of Expense.

Corrective action nust be taken, as necessary, to assure the validity
of reported data. Conparison of Production Order and Cost Sheet, FPI Form
9, results with Unit Cost Estimates, FPI Form 73 (paragraph 302), should
|l ead to the Factory Manager to concl usions regardi ng reasonabl eness of cost
estimates, correctness of recorded data, and effectiveness of factory
production. Analysis of overhead charges may di sclose inaccuracies in the
anount of overhead all ocated to specific products based upon the service
supplied. Analysis of overhead expenses on Sunmary of Expense, FPI Form 4
(paragraph 1102), may di sclose the need for inproved controls.

Factory Manager's reviews of defective work reports wll provide
further insight into production problens. (See paragraph 309, Defective
Wor k/ Scrap Report.) Decisions can be nmade as to how to sol ve those
probl ens, or conclusions reached as to the inappropriateness of the product
for manufacture within the confines of avail able resources.

2. Factory Forenen and Business Ofice. Factory Forenen and
Busi ness O fice personnel need to be included in the anal ysis phase of the
cost system They need to be given an opportunity to account for noted
deficiencies or provided the nethodol ogy needed to sol ve pertinent
pr obl ens.

3. Superintendent of Industries. Superintendents have
responsibility for reviewng the factory reports for reasonabl eness and
di scussing results of operations at |east nonthly with the Business and
Factory Managers. He/she shall results of factory anal yses and provide
Factory Managers wth the support needed to correct problens.

4. Product Division Manager. Product Division Managers have
responsibility for insuring the review of factory reports for
reasonabl eness and accuracy of entries, analysis in terns of the factory
obj ectives, and conparison of price/cost relationship of conpleted jobs.
Products Divisions shall nonitor production problens and provi de support
and resources where necessary.

5. Resources Division Manager. The Resources D vision Manager has
the responsibility to insure the review of factory reports for tineliness
of subm ssion, reasonabl eness and accuracy of entries, and analysis for
conpliance with corporate accounting policies and procedures. Resources
Di vision shall be responsible for insuring conpliance with
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corporate accounting, procurenment and warehousi ng policies and procedures.
202. DOCUMENTATI ON

Anal ysis of jobs or processes will be acconplished by the Business
Ofice at least nonthly for all open and closed jobs. The analysis wll
i ncl ude a conparison of finished production costs to estimated costs for
t hat production, and anal ysis of the reasonabl eness of ending
wor k- i n-process bal ances. Any variances of plus or mnus 10 from esti mates
will be forwarded to the Factory Manager for explanation, and the
Superintendent of Industries for review

To facilitate the analysis and review of a job or process, a job
folder will be maintained on each. The Production Order and Cost Sheet,
FPI Form 9, is the primary docunent of this folder as this formis used for
producti on authorization, the summary of costs and production, and results
of analysis. Copies of the follow ng docunents shall also be maintained in
the job folder to facilitate control, review, and audit of a job or
process.

Mont hly Labor Summary, FPI Form 17

Def ective Wrk/ Scrap Report, FPI Form 31

Material Control List, FPI Form 48

Stores Requisition and Transfer, FPI Form 49

Unit Cost Estimate, FPI Form 73

Receiving Report, FPI Form 11 (if applicable)
203. MONTHLY FI NANCI AL REVI EW OF OPERATI ONS

As discussed in the above paragraphs, analysis and review of cost data
can provide the necessary information to eval uate and nanage factory
production effectively.

To facilitate the analysis, the Superintendent of Industries, the
Busi ness Manager, and the Factory Manager will neet, nonthly, to discuss
results of operations. Meeting topics shall include sales, earnings,

del i nquent orders, and any other relevant areas of operations. Special
attention should be focused on any jobs with variances of plus or m nus 10.
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To inprove the effectiveness of these neetings, the Quality Assurance
Manager, factory cost accountant and one or nore of the departnent forenen
shoul d al so attend.

M nutes of these neetings shall be maintained for each factory and
copies forwarded to the Resources Division and applicabl e Product Division
Managers. They shall also be an item of review during periodic audits of
factory operations.
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PART 3
PRODUCTI ON COST FORMS
300. | NTRODUCTI ON

This Part outlines the basic forns to be used for accunul ati ng,
tracing, and controlling manufacturing costs. It provides narrative
instructions for preparing the forns as well as suggested flow charts
(routing) for their use. These are the preferred routing and control
met hods.

Direct |abor cost is the nost preval ent base used throughout UN COR
for the application of overhead. Therefore, the format of all fornms and
exanpl es of how the forns are used presuppose direct |abor cost as the
base. [If another base for application of overhead is authorized (see Part
6), that base should be used.

Al'l required docunent nunbers will be assigned in accordance with the
UNI COR Pol i ci es and Procedures Manual, Section 8010. The follow ng basics
forms are illustrated in this Part:

Par agr aph Form
301 Bill of Materials
302 Unit Cost Estimate, FPI Form 73
303 Labor Estimate/ Time Study, FPI Form 57
304 Schedul e of Labor Rates, FPI Form 58
305 Material Control List, FPlI Form 48
306 Production Order and Cost Sheet, FPI Form 9
307 Stores Requisition and Transfer, FPI Form 49
308 Mont hly Job Labor Summary, FPI Form 19
309 Def ective Wrk/ Scrap Report, FPI Form 31

301. BILL OF MATERI ALS

1. Introduction. A Bill of Materials is required for all products
produced by UNICOR. The Bill of Materials is a master |isting
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of all materials, both direct and indirect, required to produce an end
product. The listing is based on specifications and quantities of
materials from blueprints, draw ngs, schematics, etc., to be used in the

manuf acturing of individual products. The Bill of Material is primarily
used as a source for preparing the material section of the FPI Form 73,
Unit Cost Estimate. It should also be used as an aid in procurenment
pl anni ng and preparation of the FPI Form 48, Material Control List.

2. Responsibility. The Product Division Ofice has responsibility
for preparing the Bill of Materials but nmay del egate the responsibility to
the Factory Manager. It is expected that all avail able resources, such as

t he Engi neering Section, will be utilized to assure accurate and conplete
preparation of this docunment. Assigning responsibility for its preparation
shoul d be consistent within a division.

A copy of the Bill of Mterials covering each end product wll be
avai l abl e at division and factory |level offices as it provides nore
detailed information than the unit Cost Estimate. Indirect materials are

not recorded on Unit Cost Estimates and each factory nust be know edgeabl e
of all material requirenents for a product. Further, availability of the
Bills of Materials permts each factory to review and conpare themto Unit
Cost Estimates to ensure that materials are charged to the job as direct
mat eri al s when required.

3. Preparation and Control. Since the Bill of Materials is nerely a
list which is sone cases may be included as part of the blueprints or
drawi ng, there will be no approved FPI Form

Econom es of scale should al so be considered in determ ning the nunber

of units for which the bill is prepared. For exanple, you would not start
production for one shelf but would produce in mnimmlot sizes. The Bil
of Materials shall identify all materials as direct of indirect by part

nunber, description, specifications, and total quantity. Quantities wll

i ncl ude al l owance for unavoi dable scrap, cutting |oss, and inherent
defective workmanshi p. Al lowances for inherent defective workmanship
shoul d be estimted based on | osses to be expected, regardl ess of controls,
due to such circunstances as experience |evel of workers, naterial
deficiencies, conplexity of job, etc. Losses that may occur because of

| ack of production controls such as use of wong die or material shall not
be included. Allowances for unavoi dable |oss can be affected by the | ot
size to be produced. For exanple, percentage | osses for production of

10, 000 units would probably be |ess than the percentage | osses for
production of 100 units. The actual percentage will vary, dependi ng upon
the circunstances discussed in this paragraph, but would normally be
expected to be in the range of 1/2%to 3% (See Section 406.)
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302. UNIT COST ESTI MATE, FPI FORM 73
1. I ntroduction. Unit Cost Estimates, FPI Form 73, provide managenent

with information concerning anticipated productions costs for each product
to be manufactured. The data furnished by Unit Cost Estinmates are used to:

- Establi sh guidelines for dollar anbunts to be charged to
fini shed goods upon transfer of conpleted products from work
i n process.

- Measure efficiency and eval uate performance by conparing
actual costs wth estimted costs.

- Aid in decisions such as output, bidding on contracts, and
make- or - buy eval uations. (See Section 8270, Pricing.)

- Quoting prices to custoners.
- Estimating profit percentages.
The formis displayed in Exhibit 3-A
2. Responsibilities. The Superintendent of Industries is

responsible to insure that current Unit Cost Estinmates are prepared for al
products and conponent parts manufactured at his factory | ocation.

The Factory Manager shall prepare Unit Cost Estimates.

The Busi ness Manager will furnish financial data related to raw
mat eri al cost, applicable |abor rates, applied overhead rates, etc.

The Unit Cost Estimates will be forwarded through the
Superintendent of Industries to the Product Division Ofice for review and
approval. After review by the Product Division, applicable approved copies
will be returned to the factory location. (See flow chart, Exhibit 3-B.)

3. Procedures. The Factory Manager will prepare Unit Cost Estimates
for each new product to be manufactured, or as requested. They shall be
revi ewed annual ly and upon conpl etion of each job for the product.
Variances noted after the job conpletion due to permanent changes in costs
of material and/or |abor usage or the overhead rate shall be cause
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Exhibit 3-B
Material Control List
FPI Form 48
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to submt a revision. Unit Cost Estimates are normally conputed on a unit
basis, but can al so be based on the quantity requested by custonmer or on
econom cal production runs where the product is normally produced in | arge
quantities, such as shoes.

The foll ow ng guidelines should be foll owed by the Factory Manager
when preparing Unit Cost Estimates.

a. Direct Material. Estimating the cost of direct materi al
shoul d begin wwth a review of the Bill of Materials for the product to be
manuf actured. Available material requirenents information for the product,
including material control lists for prior jobs, shall be utilized to
determ ne what estimated quantities of materials are needed. Wen using
prior material control lists, however, changes in specifications between
past and proposed work need to be evaluated. Estimted materi al
requi renents shall include a provision for inherent |oss of materials for
unavoi dabl e scrap, cutting | oss, and inherent defective worknmanship.
Packi ng costs shall be included when possi bl e.

If a custonmer inquiry order requires special tools, dies, jigs or
fixtures, that are to be purchased or manufactured, their costs should be
included in the Unit Cost Estimate for the product. See paragraphs 409 and
407. 2 for detailed instructions.

After final analysis of the above information, a detailed listing
of direct materials required for production shall be summarized and |listed
on the Unit Cost Estimate. The costs are then conputed individually for
each listed itemby multiplying the individual quantities of direct
materials by their anticipated unit price. Unit prices are derived from
the current inventory cost records maintained in the Business Ofice, or by
obt ai ni ng market price quotations through the Procurenment O fice from
potential suppliers.

Where antici pated production is not scheduled to begin until sone
in the future or where production will be performed over an extended
period, Unit Costs Estimtes shall contain an all owance for projected
ce change/inflation.

me
me

ti
ti
pr

See Part 4 for detail ed explanation of accunul ating materi al
costs.

b. Direct Labor. Estimating the cost of direct |abor required to
manuf acture a unit of any type shall begin with an analysis of the work to
be perfornmed. Direct |abor costs are conposed of two factors: (1) the
tine it takes to do a job, and (2) the rate of pay for |abor
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skills required. These two factors are equally inportant and nust be
estimated as precisely as possible.

When considering these two factors, the work to be perforned
shall be determi ned and identified by operations at each work station. The
tinme required and rate of pay based on grade or skill levels, wll be
assigned to each operation. This information shall be listed on the FP
Form 57, Labor Estimate/ Tinme Study (see paragraph 303), and be summari zed
on FPI Form 58, Schedul e of Labor Rates (see paragraph 304). The total
estimated | abor cost of all operations sunmari zed on the Schedul e of Labor
Rates will be the total |abor cost entered on the Unit Cost Estimate. |If
packi ng costs were included as a direct charge, insure that associated
| abor costs are shown as a direct charge. These estimtes should be
periodically reviewed and updated to reflect changes in machinery being
used, design change, etc.

See Part 5 for detail ed explanation of direct |abor costs.

C. Overhead. The estinmated cost of overhead required to manufacture
a unit of any type shall be based on the standard annual overhead rate
approved by the Product Division Manager. See part 6, Accunul ation and
Control of Overhead Costs.

d. Total Manufacturing Costs. The total anounts estimated for
mat eri al, |abor and overhead are totaled to conprise the estimted total
manuf acturing costs. This figure is used to determ ne whet her UNI COR can
produce the itens at a profit, given the current market price. \Wen the
current market price is not known, this figure is used as a basis for
determning the selling price.

4. Routing and Distribution. Upon signature approval of the
Superintendent of Industries, this six-part formwll be routed in
accordance wth Exhibit 3-B.

5. Preparation. The follow ng instructions shall be used in
conpleting this form Al phabetical letters are references to letters on
the sanple formin Exhibit 3-A

Bl ock Expl anati on

A Factory. Enter name of Factory doing the work.

B. Locati on. | nstitution nane.



Bl ock

C.

Esti mat e No.

Last Cost
St at enent  No.

Part No.

Quantity.

Price.

Mat eri al Cost.

Direct Material

Cost
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Expl anati on

Desi gned for in-house control of UCE s.Nunmber is
assi gned by the Factory Manager, using the next
assi gnabl e nunber in a series of consecutive
nunbers or froma | og.

Enter the date of preparation.

Cat al og stock nunber assigned by Product Division
to identify a product for inventory and marketing
control purposes.

Provides a narrative description of the product to
be produced. Description shall be obtained from
the UNI COR Product Catalog. |If not contained in
the Catal og, description will be obtained from
custoner order, draw ngs, specifications, etc.
Conpl ete all applicable spaces in this bl ock.

I nformation furnished in this block will assist
managenent in decisions as to whether item should
be produced. Fill in all applicable spaces.

This nunber is utilized as identification and
control for itenms in raw materials inventory.
otain nunber fromBill of Materials, or inventory
stock record cards, or division nmanagenent.

Provides a narrative description of raw materi al
I ncl ude size where applicable.

Identifies the quantity of a specific part nunber
required to produce an itemor group of itens.

Provi des an estimated or current price per unit
for material described in Block I. Qbtain from
stock records, quotes, catalogs, etc. |If
projected prices are used, enter note to that
effect in "Remarks" (Block T).

Multiply quantity in Block J tinmes unit price in
Bl ock K. Enter product of nultiplication.

Represents total costs of all itens listed in
Bl ock
L. Enter total.



Bl ock

N

Direct Labor
Cost Per Unit.

Over head.

Total
Manuf act uri ng
Cost s.

Recomrended
M ni nrum Sel i ng

Price.

Conpar abl e
Conmer ci al

Price.

Suppl enent al
| nf or mati on.

Renmar ks.
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Expl anati on

Represents | abor cost estimated to produce a
specific item Cost is obtained from Schedul e of
Labor Rates, FPI Form 58 (see Paragraph 304).

I nsert hours estinmated and average | abor rate used
in determning | abor costs. |If estimate of future
| abor cost is required, use total hours to produce
from Schedul e of Labor Rates FPI Form 58,

mul tiplied by estimted hourly wages and quantity
to be produced to determ ne estinmated | abor cost.
For Form 58, see paragraph 304.

Enter standard overhead rate approved by the
D vision Manager. Miltiply by total estinmated
| abor costs, N, or other base being used, to
determ ne total estinmated overhead costs.

This figure is derived by adding material, |abor,
and overhead figures showmn in blocks M N, and O
Enter total of M N, and O

Based on estimated manufacturing costs, Block P
mul tiplied by 118. Enter product as recomended
selling price.

Usually, FPI selling prices will be based on
conpar abl e open nmarket price. Factory Mnager
enters price obtained from catal ogs, quotations,
etc. If no commercial price is available, attach
a nenp enplaning efforts nade to obtain this

i nformati on. Product D vision should nake effort
to determine price if none is provided by factory.

Enter description/explanation of any costs antici -
pated which are not identified in the materi al
listing or which are not normally charged as an
overhead or sal es expense, such as initial tooling
costs.

Provi ded to explain any unusual characteristics
related to the current Unit Cost Estinate or job
in Block G Explain any differences of 10 or nore
fromthe |last cost statenent identified in Block
G
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Bl ock Expl anati on

U. By (Factory Factory Manager initials, acknow edging revi ew and
Manager) . approval .

V. By (Business Busi ness nmanager initials verifying accuracy of
Manager) . prices, rates, and conputations.

W Super i nt endent Superint endent signs, approving estimte for
of Industries. subm ssion to Product Division Ofice.

X. Selling Price. Product Division Ofice enters approved selling

price based upon conparison of recomrended mnini mum
selling price, conparable commercial price, and
customer negoti ations.

Y. Signature and Compl ete for Product Division officer approving
Title. selling price.
Z. WO or Inquiry Enter nunber to control and identify to a specific

custoner requesting the work. This may be the
nunber for a Division Wrk Order, Request for
Quotation, Inquiry, Telecon, ect.

303. LABOR ESTI MATE/ TI ME STUDY, FPI FORM 57

1. I ntroduction. The FPI Form 57, Labor Estimate/ Tinme Study, is
used by managenent to: (1) estimate | abor requirenents for products not
previously produced, or (2) record results of tinme studies of |abor
necessary to performa given task or operation.

It is one of the nobst inportant sources of information in the UN COR
cost system as the | abor standards devel oped formthe basis for price
deci sions and eval uati on of production efficiency. Since |abor cost is
UNI COR s npbst comonly used base for allocation of overhead costs, the
accuracy of this estimate/study and conversion to | abor cost has
significant effort on profit/loss margins and the reliability of inventory
reporting.

A sanple FPI Form57 is illustrated in Exhibit 3-C
The data furnished on this formis used to:
Determne a standard tinme for perform ng an operation which can

be used to establish fair inmate pay rates for either a group or
i ndi vidual piece rate system (See paragraph 304.)
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Exhibit 3-C
Labor Estimate/ Tinme Study,
FPI Form 57
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- Assist in determning |abor and overhead cost estimates to be
used on Unit Cost Statenent, FPI Form 73.

- Measure the efficiency of actual work performance as conpared to
pre-production estimates.

Because of the inportance of accurate | abor standards, it is essential
that time studies be devel oped for a product as early as possible in the
production life cycle. Labor estimates in lieu of tine studies should be
used only for evaluating new products or operations for which a tine/cost
estimate is needed for pricing purposes, or when the capability
(experience/training) of available personnel is not sufficient to perform
an actual tinme study.

Standard tinmes will not remain accurate indefinitely. Changes in
operation due to redesigning parts, inproving nmachinery, or changing
mat eri al s shoul d be cause to reevaluate the time standard. Retimng old
j obs, however, should be held to a mnimumas this could cause undue i npact
on worker norale and reduce productivity. |In general, a job should not be
retimed unless inprovenents in the operation or the acquisition of new
equi pnent i s expected to produce nore than 5% alteration in tinme
requirenents.

2. Responsibilities. The Factory Manager is responsible for
insuring that an FPI Form 57, Labor Estimate/ Tinme Study, is prepared for
each product produced. Subdivide the job into operations that have
definite start and stop points. The study/estinmate for each operati on may
be conducted by Departnent Foreman, Product Division personnel, or other
reliable resource. The Factory Manager, however, is responsible for the
overal | preparation and accuracy of these estinates.

3. Performng a Study. Before a |abor estimate/tinme study is
attenpted, managenent should assure itself that the job had been
standardi zed as nuch as practicabl e and individual operations have been
i nproved and/or sinplified for efficient production. Failure to do this
can result in poor standards that are too liberal, requiring retimng of
the job in the future.

The basic steps to be followed in performng the tinme study are:
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a. Sel ect the operator to be observed. A better-than-average worker
shoul d be sel ected because he will be |less hesitant and less erratic in his
nmoti ons.

b. Divide the job into operations/steps. Subdivide the job
into operations that have a definite start/stop point and |list themon the
FPI Form 57. As each operation is listed and tinmed, it should describe the
wor k cycl e or sequence of operations of the job.

C. Qoservation, clocking, and recording tinme. The operator
may, or may not, be advised of the timng process depending on the
techni que of the observer. The observer should tine the work effort a
sufficient nunber of tines to be sure that the tine is accurate.

d. Anal ysis. The observer should check that machi nes were
wor ki ng properly during the study and that the work being turned out net
quality standards to insure the validity of his observations. During the
study, the observer should rate the operator (conpared with the average
enpl oyee who wll performthe task) in respect to degree of skil
possessed, effort made, consistency of notions and work condition. O her
factors to be considered are adjustnents for fatigue, personal del ays,
preparation, and possi bl e unavoi dabl e del ay.

The observer should, then, render an opinion of the tinme to
be allowed for the operation; that is, the time that will be expected of
an average worker under normal operating conditions. This may be the sane,
nore, or |ess than the observed tine. Decision as to tinme allowed is a
matter of judgnent, based upon the study results and the experience and
trai ning of the observer.

e. Convert units conpleted to units per hour. Exanple: If 5
units are conpleted in 20 mnutes, then the hourly rate would be 3 x 5 = 15
units per hour.

4. Preparation. The total of all operations will be summarized
on the FPI Form 58, Schedul e of Labor Rates. Specific instructions for the
Labor Estimate/ Time Study, FPI Form 57, are as follows, keyed by letter to
correspondi ng bl ocks on the sanple in Exhibit 3-C

Bl ock Expl anati on

A St ock No. Enter the National Stock Nunber (NSN) or UN COR
Part Nunmber of the end product being produced.

B. Anal ysi s No. Enter the next sequential nunmber fromthe nuneric
file for this form



Article and
Descri pti on.

per ati on No.

Descri pti on.

No. of Workers

and G ade.

Ti e El apsed.

Time All owed.

No. of Units
Compl eted On
Study (Total).

No. of Units
Compl eted On

Study (Per Hour).

Remar ks

8000. 1

Chapt er 8500
Page 8506. 3-14
CN- 15

August 24, 1983

Expl anati on

Dat e of preparation.

Enter the nanme and any descriptive information
avai |l abl e such as size, weight, gauge, etc.

| ncl ude Production Job Nunmber and Custoner Work
Order Nunber if applicable.

Assi gn an operation nunber for each phase of work
bei ng perfornmed. Enter nunber.

Descri be operation such as "Trimand Stock Bl ank."

Enter the nunber of persons performng the
operation in each pay grade. Wbrker requirenents
wll very, based on the nature and conpl exity of
the operation. Use a separate line for each grade
if workers of nore than one grade are used in an
oper ati on.

Enter the average tinme actually used to perform
the operation if based on an actual study, or
estimated tinme if the unit has never been
produced. Tines that are too high or |ow conpared
to other observed tines should be elimnated from
the average as unrepresentative of study/sanple.

Enter the standard tine to be allowed for pay and
costing purposes. The elapsed tine adjusted by
the time study observer based on the judgnental
factors noted in subparagraph 303. 3d.

Enter the average nunber of units conpleted during
the study tinme period.

Convert the units conpleted to conpl eted per hour

observer shall note whether data based on tine
study or estimate. Shall also nention any
assunption or other pertinent information.
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Bl ock Expl anati on

M Article. Description of subassenbly which results after a
nunber of operations. Exanple: A desk drawer
requires several operations. Information on each

article is transferred to FPI Form 58, Schedul e of
Labor Rates (paragraph 304), for summary of job

| abor cost.
N. Qper ati on Nos. Nunmbers of operations that nake up a subsebly for
which a rate cost is desired. See Block E
O Production Tine Summari ze production tine by operation and by
by G ade. grade. Miltiply (G tinmes (lI) for each grade and

i nclude in applicable grade box. For exanple, for
an operation requiring 2 G ade One enpl oyees, 3
Grade Two, and 1 Grade Four, with allowed tine for
conpleting one unit of 15 m nutes, the sunmmary
entry for G ade One would be: 30 mnutes; for
Grade Two, 45 mnutes; and for G ade Four, 15

m nut es.

P. Reconmended. Signature and title of person who conducted tine
study or nade estinmate.

Q Fact ory Manager. Signature of Factor Manage indicating verification
and approval .

R Superi nt endent . Si gnature of Superintendent of Industries
approving the results of the Study.

304. SCHEDULE OF LABOR RATES, FPI FORM 58

1. | nt roduction. The Schedul e of Labor Rates, FPI Form58 is a
mul ti purpose formused to summarize the information devel oped on the Labor
Estimate Tinme Study, FPI Form 57 (see paragraph 303), establish piece rates
for individual systens and establish total |abor costs to produce a
product. As such, it provides the input data for the labor tinme and
estimate section of the Unit Cost Estimate, FPI Form 73. It is also used
for establishing rates for costing production actively and Wrk in Process
i nventory val uati on.

2. Responsibility. The Factory Manager is responsible for insuring
that the formis prepared. The Business Manager shoul d provi de assistance
in conputing the cost per unit and verifying the accuracy of total |abor
cost. The formshall be reviewed by the Superintendent of I|Industries and
t he Product Division Manager and approved by the \Warden.
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3. | ndi vi dual and Group Piece Rates. Schedul e of Labor Rates, Form 58,
provi des essential information for establishing individual and group piece
rates. Paying individual piece rates should be based upon the Labor Cost
Per Unit (by Gade) M Exhibit 3-C. For exanple, an operation perfornmed
woul d have a | abor cost per unit of 20/ CT/ (80/CT/ per hour, divided by 4
units produced per hour). The 20/ CT/ should be used as a reference point
for establishing an individual piece rate for that grade of enployee
perform ng that operation. The basis for paying group piece rate enpl oyees
woul d be determ ned by totaling the | abor cost per unit, by grade
applicable to all operations included in an identified group, departnent,
process, etc.

4. Preparation. The form should be redone each tine there is a change in
pay rates on hours required to produce a product. The follow ng
instructions are to be used by Factory Managers in preparing the Schedul e
of Labor Rates, and are keyed to the sanple Form 58 displayed in Exhibit
3-D.

Bl ock Expl anati on
A Schedul e No. Enter the next sequential nunmber fromthe
nunerical file for this form
Factory. Sel f expl anatory.
C. Locati on. Sel f expl anatory.
Anal ysi s No. Enter Anal ysis Nunmber(s) from Labor Estimate/Tine
Study, FPI Form 57, being summari zed.
E. Article ldentify the article to be produced. Qperation on
whi ch
Descri pti on. an individual piece rate is to be based shall be
|isted separately by the operation and grade.
F. Pr oducti on Summari ze estimated tine by grade to produce the
Ti ne. subj ect product as detailed in FPI Form57's
sunmmari zed.
G Labor Cost The accunul ated total of pay allowed for each
article at
per Unit. the standard hourly rate for each grade. The pay

al l oned for each grade is determ ned by
mul ti plying the fraction of an hour tines the
standard hourly rate. Exanple:

Exhibit 3-D, Drawer, 12/2 x 22 x 11
Gade 1 - 10" : 60" x $1.00 = .167
Gade 2 - 14" : 60" x $ .80 = .187
Gade 3 - 10" : 60" x $ .60 = .100



Gade 4 - 4 : 60" x $ .40 = .027
. 481
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Bl ock Expl anati on
H. Total (all Enter total production tinme by grade and tota
cost Qper ations). per unit.
St andard Hourly Current rates of inmate pay authorized in Section
Rate. 8511.
J. Reconmended. Si gnature of Superintendent of Industries

recommendi ng rate.

K. Superi nt endent . Si gnature of Product Division Manager indicating
revi ew and recommendati on of rates.

L. Appr oved. Si gnature of \Warden approving rates.
305. MATERI AL CONTROL LI ST, FPI FORM 48

1. I ntroduction. The Material Control list, FPI Form 48, is an
expl osion of the direct materials |listed on the Bill of Mterials

(paragraph 301), and is used to identify the actual nmaterials required to
produce a specific quantity of end units.

This formis primarily used to nonitor and control the issuance
of materials to a job. It can also be used as an aid to identify and
initiate procurenent activity for required material. Furthernore, it wll
be used to evaluate the quantities and costs on the Unit Cost Estimate, FP
Form 73, and help in the FPI Form 9 analysis. (FPI Form 9 Production
Order and Cost Sheet, is explained in paragraph 306.) For a sanple Form
48, see Exhibit 3-E.

2. Responsibilities. The Factory Manager is responsible for the
preparation and nonitoring of the Material Control List.

3. Procedures. Form 48 should be prepared imedi ately after a job
is authorized on FPI Form 9. Copies of the Material Control List will be
furnished to departnment foremen who will process the job. Based on
requirenents identified by the Material Control List, the Departnent

Foreman will initiate and submt nmaterial requisitions to the Factory
Manager for approval. The Factory Manager or designhated representative
will insure that no request for material in excess of those on the Materia

Control List are approved unless properly justified. Storeroom
requi sitions explained further in paragraph 307.
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After approval, the Factory Manager shall assign the requisition
a suspense control nunber to insure that the requisition is processed. The
requisition is then forwarded to the storekeeper for processing the order
and then to the Business Ofice.

After posting the requisition, the Business Ofice returns a
conpl eted copy to the Factory Manger, at which tinme the furnished
gquantities and anounts will be posted to the Material Control List. Any
i ssuance in excess of the quantity listed on the Material Control List wll
be noted on the Material Control List at that time. These notations can
|ater be utilized to explain material variances fromthe Unit Cost Estimte
when perform ng the job anal ysis.

Upon conpl etion of the job, a copy of the Material Control List
will be forwarded to the Business Ofice. The Business Ofice shall use
the List in analyzing material variances when conpleting the Production
Order and Cost Sheet, FPI Form 9.

The Factory Manager wll file his copy of the Material Control List in
the production folder for retention, reference and audit upon conpl etion of
j ob and/ or anal ysis.

4. Preparation. The follow ng instruction are furnished to assi st
personnel in the proper preparation of the Material Control List, and are
keyed to the sanple Form 48 di splayed in Exhibit 3-E

Bl ock Expl anati on

A Page of . | dentify the page nunber of total pages (forns)
used for the unit(s) to be produced. |If there is
only one sheet, the entry wll be "Page 1 of 1
pages.” If there are two pages, the bl ock would
read, "Page 1 of 2," or "2 of 2 pages," etc.

B. Dat e. Dat e of preparation.

C. Pr oduct . Enter name description of the unit to be produced.

D. St ock No. Enter the stock nunber of the unit to be produced.

E. Job No. Use this block to reflect the specific job order

nunber fromthe Producti on Order and Cost Sheet,
FPI Form 9.
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Bl ock Expl anati on

F. Quantity. Enter the nunber of units to be produced as shown
on the FPI Form 9.

G Part No. | dentify each raw materials part nunber to be used
for production of the Finished Goods unit. Use
one section of the formfor each part nunber
required to produce the produce the product.

Parts provided for should agree with parts listed
on the United Cost Estimate, Form 73, for the

pr oduct .
H. Descri pti on. Describe raw material itemlisted in G Al so see
the itens identified in the Unit Cost Estinmate.
Quantity Per Fill in the nunber of pieces required to nmake one
Assenbly and assenbly and the total required to conplete the
| ob
Tot al . requi renent. For exanple, if 4 legs are required

to make a desk, 40 legs are required for a job
requi ring 10 such desks.

J. Esti mat ed Cost Fill the estimted cost of the nunber of pieces
Per Assenbly. required to make one assenbly and the total cost
required to conplete the job requirenent.

K. Control No. Nunmber assigned to a requisition by the Factory
Manager to prevent possible duplication of
materi al requests. Take this nunber fromthe
Factory Control No. box on the applicable FPI Form
49, Stores Requisition and Transfer, see paragraph
307.

L. Requi sition No. Enter the requisition nunber which has been
assi gned by the storekeeper in the Warehouse
Control No. box on the FPI Form 49.

M Quantity Enter the amount fromthe "filled" columm on the
st oreroom Fur ni shed. requi sition. Sunmmarize at end of job
and conpare to total in Block I. D fferences
shoul d be justified. If differences are a
necessary part of production in, a new Unit Cost

Esti mate should be initiated.

N. Bal ance. Enter the bal ance of rare material units required
to conplete the job. This figure is the
di fference between the total quantity in (1) m nus
(M for the
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Bl ock Expl anati on

initial requisition and the difference of (N)
m nus (M for subsequent entries.

O Val ue. Factory Manager shall enter value of each issue.
Summari ze at end of job and conpare to total in
Block J. Differences should be justified and used
to explain variance analysis on the Production
Order and Cost Sheet, FPI Form 9. (See paragraph
306.3.) If differences are due to significant
(+10% change in prices, a new Unit Cost Estimate
should be initiated by the Factory Mnager.

306. PRODUCTI ON ORDER AND COST SHEET, FPI FORM 9

1. | ntroduction. Production Order and Cost Sheet, FPI Form9, is a
mul ti purpose formthat: (1) authorizes the manufacture of certain
identified products, (2) accunul ates ongoi ng production costs for that job,
(3) serves as a subsidiary | edger for Woirk in Process Inventory, (4)
furni shes summary data for analysis of production efficiency, and (5)
provi des a docunentary record of production transferred to finished goods.

2. Responsibilities and Procedures. The Factory Manager is
responsible for an wll initiate the FPI Form9, in triplicate, upon
recei pt of a sufficient quantity of work orders fromthe Product Division
Ofice to warrant production. This decision should be based on
consi derations such as plant capacity and econom cal production runs. Wrk
orders are frequently a copy of custoner's orders with an annot at ed
Di vi sion work order control nunber or other authorized fornms that have been
annotated with a work order control nunber.

The cost cycle is initiated by the Factory Manager upon
assi gnnent of a job control nunber to a Form9. A nunerical |og of work
orders assigned to each job shall be maintained by the Factory Mnager.
The formis routed to the Superintendent of Industries for review and
approval .

Upon approval by the Superintendent of Industries, the original
is forwarded to the Business Ofice for recording of cost as incurred. One
copy is then routed to the Factory Manager for his nunerical control file,
and copies are provided to all applicable Factory Forenen.
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The Cost Accountant enters production costs related to the job on the
Busi ness O fice copy of the Form9 as they are incurred. Al cost entries
posted to the Form 9 shall reference the source docunent and dates thereof.
Quantities of finished goods transferred to stores are recorded as
deliveries are made, with dollar values for material, |abor, and overhead
bei ng recorded at nonth end and upon job conpletion.

Each Factory Manager shall devel op an internal procedure for
advi sing the Business Ofice of job conpletions, in witing, no later than
the foll om ng work day.

The Factory Manager shall also review all open jobs with the
Busi ness O fice, nonthly, to ensure accuracy of job status and review
reasonabl eness of Work in Process inventory bal ances.

Summary space is provided, on the FPI Form9, for recording
actual cost totals upon conpletion of the job. Such totals also include
costs per unit, unit estimated costs from applicable Unit Cost Estinmates
(FPI Form 73), unit cost variance between actual and estinmates, and
expl anations for major variances.

Wt hout exception, the "Cost Summary" section nust be conpleted
at the end of each job. Actual direct material, direct |abor, or overhead
cost variances of plus or mnus 10 percent from esti mates must be anal yzed
for cause by the Factory Manager and a witten explanation provided on the
Form 9. In those instances, copies of the Form9 shall be submtted to the
Product Division for review and possible corrective active.

This analysis activity is an essential control elenent of the FP
cost accounting system It provides a check on the validity of cost
recordi ng and accunul ation. Also, it provides a basis for evaluation of
civilian and i nmate work performance. Problens can be identified and
solutions fornulated to prevent recurrence in future production.

Procedures for the routing and processing of the Form9 are
summarized in the flow chart, Exhibit 3-H

3. Preparation of FPI Form9 (Front). Production Order and Cost
Sheet, FPI Form 9, Exhibit 3-F, has been keyed with al phabetical letters,
to correspond to the followi ng instructions for preparing the Form




Producti on Order and Cost Sheet,
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Exhi bit 3-F

Form 9 (Front)
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PRODUCTI ON ORDER AND COST SHEET, FPI

FORM 9
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Bl ock
A. Job No.

B. Date of Job

C. Dat e Conpl et ed.

D. Dat e Proni sed.

E. Wrk Order No.

F. Factory and
Locati on
G H O der ed by,
Address, O -
der No. and

Date.
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Expl anati on

Desi gned for in-house control of job related
docunent ati on. Assigned by Factory Manager from

t he next assignable nunber froma | og of such
nunbers in a series of consecutive nunbers or from
a distinctive nunber systemthat provides specific
i nformati on about the job.

The date that the job nunber is assigned Serves to
identify the start of production control.

Remai ns open until the Factory Manager determ nes
that the production cycle is conpleted and

associ ated products are transferred to finished
goods, at which time the conpletion date is
ent er ed.

Date of delivery prom sed to custonmer upon receipt
of order. Take fromwork order or copy of the
custoner's order, or other advice fromthe Product
Di vi si on.

A nunber reference supplied by the D vision as

their control nunmber. In nmany instances, multiple
Di vision control nunbers will be involved in a
job. In those instances, the FPI Form 9 shoul d be

annotated "See Bel ow' and all applicable work
order nunbers involved should be recorded under
Special Instructions (M on the FPI Form9 to the
extent practical. Jobs involving vol um nous
orders should carry the notation "various" in
Block (E). A factory locally devised procedure
W Il be established to provide a reference in

t hose i nstances.

Identify the factory and name of the Institution
wher e
Institution where | ocated.

| dentifies the custoner and ot her
pertinent information supplied by the custoner.



Bl ock

Mat eri al Control
Li st No.

L. Quantity,
Size, and
Descri pti on

Speci al
| nstructi ons.

To Shop For eman

Dat e and
Ref er ence No.

Mat eri al
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Expl anati on

Ref erences the factory's Material Control
Li st docunent prepared by Factory Manager for
each job order. See paragraph 305.

| dentifies the product and quantity to be
produced to satisfy this job order.

This section provides space for any speci al
instructions or item zing work order nunbers
as comented on in Block E

Superintendent of Industries' signature,

aut hori zing production. The Superintendent
of Industries cannot authorize manufacture of
a product for stock without witten approval
from Cor porat e Managenent through the Product
Di vi si on Manager.

Post Month and source reference data such as
journal vouchers or nonthly summary data from
the reverse side of the Production Order and
Cost Sheet, and the Monthly Labor Summary,

FPI Form 19. For explanation and sanpl e of
Form 19, see paragraph 308.

(1) Material Received. Each nonth, or upon
j ob conpl etion, post the total (s) of
materials requisitions for the job to
"Production Costs-Material" (Block Q. This
information is taken fromthe back of the
Form 9.

(2) Returns to Warehouse. Raw materials
returned to the Warehouse, if any, will also
be posted nonthly to "Production
Costs-Materials" (Block Q, fromthe back of
the Form 9, Materials Requisition section.
Such returns will be posted as mnus (-)
anounts in parentheses; e.g., "SEP, RET
($200. 00). "

(3) Docunentation. A copy of each
requisition, FPI Form 49, will be included in
the job folder for both issuances and
returns, to provide further detail concerning
the requisition. Requisitions wll be posted




Bl ock
R. Labor.
S. Over head.

T. Deliveries to

Fi ni shed Goods.
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Expl anati on

to the reverse side of the Form?9
during the nmonth, with weekly
recordi ng the maxi num al | owabl e
backl og peri od.

Dol | ar amount expended for direct
inmate | abor on a job. The dollar
anount is obtained from Monthly
Labor Summary, FPlI Form 19. See
par agraph 308.

Dol | ar amount based on factory's

pr edet er m ned manufacturing
overhead rate. Conputation of
manuf act uri ng overhead i s expl ai ned
in Part 6 of this Manual.

This section is for credits to Wrk in
Process. Enter quantity, if
applicable, and costs of units
transferred from(credited to) Wrk
in Process. Transfer nmay be to

Fi ni shed Goods I nventory or

Manuf acturi ng Vari ance- - Abnor nmal
Costs. The follow ng are sources
for such transfers and instructions
for their posting:

(1) To Finished Goods Inventory.
Each nmonth or upon job conpletion,
post to Block T, Deliveries of

Fi ni shed Goods, the total
quantities and val ues for
deliveries to Finished Goods. This
information is taken fromthe back
of the Form 9, section entitled,
"Delivery to Finished Goods."
Material, |abor, and overhead
anounts are obtained by applying
Unit Cost Estimate, FPI Form 73,
anopunts to the quantities delivered
(see Block V, Col. 3). See

par agraph 302.

The nunber of pieces delivered to
Fi ni shed Goods is recorded on the
back of the Form 9, from production
reports, delivery tickets,

requi sitions, or receiving reports.
Dat a recorded includes date,




reference, quantities, and
identification of iten(s).
Deliveries wll be posted to the
back of the Form 9 during the
month, with weekly recording the
maxi mum al | owabl e backl og peri od.
(2) To Cost of Sal es-Abnor nal
Costs. Post to Block T, a summary
of material, |abor and overhead




Bl ock

U Wirk in Process

| nventory

V. Cost Summmary.
prepare

Colum 1. Total

Cost .
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reported on any Defective
Wor k/ Scrap Report, FPlI Form 31,
applicable to the job. Those costs
w |l be summarized nonthly or upon
j ob conpl etion. See paragraph 309.

A nont h-end val uati on obtai ned by subtracting
anmounts transferred to finished
goods, raw materials, and spoil age
(Block T) from production costs to
date. It is inperative that work
in process (WP) val uations be
reviewed at nonth end for
consistency with WP on hand. In
t hose instances where the

val uations are obviously and
significantly in error, a physical
inventory should be taken. If
physi cal inventory procedures are
not feasible, reasonable estimates
by job should be made. Esti nated
figures should be conpared to the
Ceneral Ledger bal ance for WP

| nventory and corrections nade as
necessary by an adjusting entry

w th adjusted anounts charged to
Fi ni shed Goods, Cost of Sales, or
Manuf acturi ng Variation, as
appl i cabl e.

Upon job conpl etion, Business Ofice personnel
this section and explain
any significant raw
material price
vari ance(s). All other
vari ances shall be
referred to the Factory
Manager for review,
comment, and (if
requi red) corrective
action.

Fill in, upon conpletion of job: Lines 1
Material; 2, Labor; and 3,

Overhead. Anounts are the tota
production costs fromBlocks Q R

and S.

shal |

Li ne 4, Manufacturing Cost. Add Lines 1, 2, and 3.

1983



Lines 5, Freight; 6, Erection.
Enter as applicable to the job.
Gbtain fromvendor invoices or paid
vouchers charged to the job.
Copi es of supporting docunents
shall be maintained in job folder.
Line 7, Oher. To be used
primarily for summary of abnor mal
costs related to the job. This
line my be used to |ist other
costs such as tooling. Use




Bl ock

Col um 2. Uni t

Cost .

Col um 3. Est .

Cost .

Col um 4.
Vari ance.

Col um 5.
Per cent age.
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shall be explained in "Item colum

or "Variance Explanation” col um.

Line 8, Total. Add Lines 4, 5, 6 and 7.

Line 9, Sales Anpbunt. Enter fromthe work order(s), or
custoner order(s), received fromthe Product Division.
Lines 9 and 10 are used to record and conpare actual
and estimted sal es/earning data on this job for
managenent revi ew.

Line 10, Profit/lLoss. Subtract

Line 8, Total (Costs), fromLine 9,

Sal es Anpunt, to obtain gross

profit or (loss). |If a loss, enter

the difference in parentheses;

e.g., (500.10).

Line 11, Labor Hours. Obtain and

enter the nunber of direct |abor

hours fromthe Monthly Labor

Summary, FPI Form 19, paragraph

308.

The actual cost per unit is arrived at by

di vidi ng the nunber of units produced (Block T) into
the total material, |abor overhead, and other coasts
entered on the corresponding lines in Colum 1, Total
Cost .

The estinmated cost per unit data are obtained
fromthe Unit Cost Estinate, FP

Form 73, and shoul d be recorded

during the original drafting of the

FPI Form 9. As previously noted,

unit estimate values for material,

| abor, and overhead are used to

conpute values for transfer to

Fi ni shed Goods.

The val ues for variances between actual and

estimated costs/anmounts are obtained by subtracting the
amounts in Colum 3, Estimated/ Cost, fromthe anounts
in Colum 2, Unit Cost (actual). The differences are
entered in Colum 4, Variance. Wen Colum 2 anounts
are larger than Colum 3 anounts, mnus differences are
obt ai ned and should be entered as m nus anounts; e.g.,
-2.05.

otain the percentages by dividing the line
item amounts in Colum 4, Variance, by






Bl ock

Col um 6.
Vari ance
Expl anati on.
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corresponding line itemanounts in Colum 3, Est. Cost;
e.g., -2.05 (Col. 4) /div/ 104.60 = .02, and the entry
woul d be -2%

As previously stated, any variance exceedi ng

plus or mnus 10% nmust be expl ai ned by the Factory
Manager, except that the Business Ofice will explain
significant raw material price variances. Additiona
space is provided on the back of Form 9. These

expl anations require a thorough understandi ng of
production activity and detailed review and anal ysi s of
production data. Explanations should be specific,
readi |l y understandabl e, and directed to problem
sol vi ng.

4. Preparation of FPI Form9 (Back). The back of FPI Form 9

(Exhibit 3-G consists of five blocks: (A) Mterial Requisitions, (B)
Delivery to Finished Goods, (C) Variance Explanation, (D) By, and (E)

Revi ewed.
Bl ock

A. Mteri al
Requi si ti ons.

Colum 1. Dat e

Col um 2.
Ref er ence.

Col um 3.
Cost .

B. Delivery to
Fi ni shed Goods.

Expl anati on

Information is recorded in this block from
filled requisitions for the job and for materials
returned to the Warehouse. See subparagraph 306.3 Q

Enter date of the requisition(s), FPI Form 49. See
par agraph 307.

Ent er Warehouse Control No. fromthe FPI Form
49,

Enter total nonetary val ue(s) of the

materials furnished in response to the requisition or
of excess materials returned to the Warehouse. For
materials returned to the Warehouse, enter the value in
parent heses to indicate a mnus anount; e.g., (51.32).

The nunber of pieces delivered to Finished
Goods are recorded in this block from



Bl ock

C.

D

E

307. STORES REQUI SI TI ON AND TRANSFER, FP

Col um 1.

Dat e.

Col um 2.
Ref er ence.
Col um 3.

Quantity.

Col um 4.
|t ens.

Col um 5.

Si ze.

Vari ance
Expl anati on.

By.

Revi ewed.

1. | nt r oducti on.
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production reports, delivery tickets, requisitions, or
receiving reports. See Subparagraph 306.3 T,
Deliveries to Finished Goods.

Mont h and day of the delivery.
Ref erence docunent number of formused to

transfer goods.
Nunmber of units delivered.

Name(s) of iten(s) delivered.

| f nDre_than one size of
was delivered,

item of sane type
enter size or other

descriptive data to identify. For
exanpl e, gloves. shirts, nedium
smal |

Space for overflow of variance expl anation
fromfront of Form?9

(1) business Manager, or representative,

signs and enters date on which Business Ofice entered
its conpletion of job postings and sunmmari es.

(2) Factory Manager signs and enters date on which

he/ she conpleted the Variance Expl anati on.

Superintendent of Industries signs and dates,
signifying that he has conpleted his review and

di scussions, if any, with the Factory Manager and the
Busi ness Manager of vari ances.

FORM 49

applicable job or

process for control
49 is the formused for

The cost of materials nust be charged to the
and costing purposes. The FPI
reporting materials and their costs enter-

Form
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ing the production process. It can be used under the follow ng
ci rcunst ances:
a. Wthdrawi ng materials and supplies for production (its basic
pur pose) .
b. Wthdrawi ng raw materials for Raw Materi al s-Shop Stock (Account
20. 4).
C. Wthdrawi ng raw materials from Raw Materi al s- Shop Stock (Account
20.4) to WP-Material (Account 18.1).
d. Ret urni ng excess or unused raw materials to the warehouse.
e. Transferring raw materials fromone job to another.

f. W t hdrawi ng finished goods for WP (Account 18.1)

g. Correcting inventory posting errors of quantities or values (EFOR
ACCOUNTI NG PURPOSES ONLY) .

h. As a posting nediumfor registers, Warehouse and Business Ofice
stock records, and FPI Form 9, Production Order and Cost Sheet.

A sanple FPI Form49 is illustrated in Exhibit 3-1.
2. Responsibilities. The Business Ofice has final responsibility to

insure that the FPI Form 49 is conpl eted properly, approved, and revi ewed
for accuracy and reasonabl eness.

The Factory Manager or a designated representative is responsible
for approving Form 49 and ensuring that no materials are requested in
excess of the material requirenents listed on the Material Control List,

FPI Form 48, for that job unless justified by docunented proof of | oss,
damage, spoilage, or increased production requirenents. The Factory
Manager will insure that rework is properly approved and docunented to
facilitate identification and control for accounting purposes. See
par agraph 309, Defective Wrk/Scrap Report.

The requisitioning officer, Factory Manager, Warehouse
Supervi sor, and accountant each have responsibilities to ensure this form
is properly approved and processed. Since this is the primary formused to
trace and control materials and their costs, it is essential that each
i ndi vi dual understands the interrelationships of their responsibilities.
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3. Procedures. The procedures for routing and using FPI Form 49 are
summarized in flow charts. Instructions for preparing the formare found
in the subparagraphs listed below As wll be noted, no flow chart is

i ncluded for 307.4 g, as none is required.

Preparation

| nstructi ons
Exhi bi t Pr ocedur al - Fl ow Chart
Subpar agr aph

3-J Wt hdrawi ng Raw Materials or 307.4 a
Fi ni shed Goods for Work in Process
(Account 18.1)

3-J Wt hdrawi ng Raw Materials for 307.4 b
Raw Mat eri al s- Shop St ock
(Account 20. 4)

3-K Wt hdrawi ng Raw Materials from 307.4 ¢
Raw Mat eri al s- Shop St ock
(Account 20.4) for Wirk in Process-
Mat erial (Account 18.1)

3-L Return of Materials fromWrk in 307.4 d
Process to Raw Materials Inventory
(War ehouse)

3-M Transfer of Materials from Job 307.4 e
to Job

3-J W t hdrawi ng Fi ni shed Goods 307.4 f

(Account 15.1) to Work in
Process (Account 18.1)

None Correcting Inventory Posting 307.4 ¢
Errors of Quantities or Val ues.

Variations fromthese suggested flow charts are acceptable if they
contain in simlar controls and are reviewed and approved by the Product
and Resource Division Managers. The essential control elenent of the issue
systemis that one control point or person in each factory is responsible
for review and approval of requests.

The FPI Form 49 is conposed of an original and five copies: nanely
original, onion skin, green, pink, blue, and yellow. Copies wll
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generally be retained/distributed as foll ows except for those forns that
are initiated for accounting purposes only:

Oiginal. Ret ai ned by the Business Ofice as a posting nediumfor the
Requi sition Register and the Master Inventory Stock Record
file. Oiginals should be filed in numerical sequence at
the end of the nonth.

Oni on Ski n. Ret ai ned by the Business Ofice for posting the Production
Order and Cost Sheet (FPI Form9). This copy shall be filed
in the Business Ofice job order folder.

G een. Ret ai ned by the Warehouse Supervisor for his nunerical file.

Pi nk. Forwarded to Factory Manager for file.

Bl ue. Ret ai ned by requisitioning officer after receipt of the
mat eri al .

Yel | ow. Ret ai ned by Factory Manager for suspense file of materials
requested. D sposed of when no | onger needed for current
busi ness.

Al copies will remain on file for a mninmum of three years except the
yel | ow copy.

4. Preparation. The follow ng subparagraphs contain detailed
instructions for preparing FPI Form 49 under various circunstances.
Al phabetical "Block"” letters are references to correspondi ng bl ocks on the
sanple formillustrated in Exhibit 3-1.

a. Wthdrawi ng Raw Materials for Work in Process-Mteri al
(Account 18.1). Also, see flow chart, Exhibit 3-J.

Mbke a separate requisition for indirect materials (Account
57 charges) not related to a specific job.

Bl ock Expl anati on

A Factory. Nanme of Factory requesting the materi al

B. Date. Date of preparation of the form

C. Factory Entered by the Factory Manager as a suspense

Control No. file control nunber.




Bl ock

D

G

H

War ehouse
Control No.

Job and
Reci pi ent.

Appr oved by.

Ref er ence.

Part No.
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Expl anati on

Entered by the Warehouse Supervisor after
materials are assenbled for delivery to factory as
a Warehouse/ Busi ness O fice control nunber. A
separate series of nunbers prefixed by an al pha
designation shall be utilized at multiple factory
| ocations. The nunber entered will be the next
unassi gned nunber in a series of consecutive
nunbers.

Factory Manager inserts job nunber and

departnment or foreman to which nmaterial is to be

i ssued. Issues involving indirect materials
(Account 57 charges) not related to a specific job
require a separate requisition with "Job" crossed
out and "General Factory Use" inserted.

Ful | nanme, signature, and title of the Factory
Manager or designated representative authorizing
the request. For requests for materials in excess
of Material Control List, FPI Form 48,

requi renents caused by | oss or damage of

materials, the word, "REWORK," will be stanped in
bold letters on each copy of the FPI Form 49. As
a precautionary neasure, the warehouse supervisor
will question or verify unfam|liar nanes or

si gnatures which do not appear to be authentic.

| nsert account nunber for the requested materials.
This nunber is filled in by the Business Ofice.
Account used can be verified by reference to Unit
Cost Estimate. Requisitions stanped "REWORK" wi ||
be charged to account 56.3, Cost of Sal es-Abnorm
Cost s.

Part nunber of each item being requested. To
avoi d incorrect charges or renovals, use extrene
care when indicating part nunbers. Consult the
Busi ness Manager if there is any doubt as to the
correct part nunber.



Bl ock

| . Quantity
Request ed.

J. Quantity

Fur ni shed.

K. Quantity

Bal . on Hand.

L. Article.

M Unit Price.

N. Anpunt .

(@] Account No.

P. Debits.

Q Account No.
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Expl anati on

Quantity requested and unit of issue; e.qg.

45 ea., 400 bd. ft., 7 gal., etc. The Materi al
Control List, FPI Form 48, should be used as a
basis for determ ning the quantities of materials
to be requisitioned.

The quantity furnished shall be filled in by
t he Warehouse Supervi sor before delivering the
suppl i es.

The bal ance on hand shall be determ ned and
filled in by the Warehouse Supervisor before
delivering the supplies. This balance wll be
verified by the Business Ofice against its stock
record cards as it is posted.

Conmpl ete description of the materials (article)
being requisitioned. The Material Control List,
FPI Form 48, should be used to ensure that the
materials |isted thereon correspond to the
materials to be requisitioned.

Filled in by the Business Ofice. It is based on
and will be the npbst current average price on
stock record cards. Unit cost will be carried to
one- hundredth of a cent (e.g., 1..2678).

Filled in by the Business Ofice. It is obtained
by multiplying the quantity furnished by the unit
price. The resulting costs should be rounded to
dollars and cents (e.g., 1.55).

The accountant will be responsible for sunmari zi ng
all costs by account nunber from Bl ock G

Entered by accountant, the Debit anmounts shal
equal the total amount conputed in Block N

Entered by accountant. Insert Account No. 20.1
(for Raw Materials and supplies).
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Bl ock Expl anati on

R. Credits. Accountant enters: the credit amounts shall equal
the total anount item zed in Block P

S. St ock Cards. Initialled by the accounting clerk who posted the
stock record cards.

T. Cost . Initialled by the accountant who coded the
requi sition.

U. Filled. The War ehouse Supervisor shall sign prior to
delivering the materials. His signature wll
attest that the requisition has been filled to the
extent possible and that only the materials
request ed have been furnished. The materials
shall be delivered directly to the requisitioning
officer noted in Block E or to a responsible
officer in the absence of the requisitioning
officer. Under no circunstances shall inmates be
authorized to sign for materials delivered from
t he war ehouse.

V. Recei ved. Date on which the naterials were received by the
Factory. It is inportant that the requesting
officer record the date of delivery for it is also
used to determne the period in which the costs
wi Il be recorded on the cost registers and

reports.
W Si gnat ur e of The receiving officer shall exam ne each
person delivery to verify that the quantity and
receiving. type of materials furnished are the sanme as those

whi ch have been docunented (Block J) prior to
affixing his signature.

b. Wthdrawi ng Raw Materials for Raw Materi al s- Shop St ock
(Account 20.4). The requisitioning process is the sane as w thdraw ng
materials for production, subparagraph a above. Also, see flow chart,
Exhi bit 3-J.

C. Wthdrawing Materials from Raw Materi al s-Shop St ock ((Account
20.4) to Wrk In Process-Material (Account 18.1). The process is the sane
as wthdrawing materials for production except for the followng itens (see
paragraph 307.4 a and flow chart, Exhibit 3-K)




Bl ock

E

For such transacti ons,
49.

Job and
Reci pi ent.

Quantity Bal.

on Hand.

Account No.

Fill ed.
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Expl anati on

Factory Manager indicates transfer from
Account 20.4 to a job; e.g., from20.4 to: Job
#900.

Bal ance entered by Factory Manager.

| nsert Account Number 20.4 instead of 20.1.

Si gned by Custodi an of unassigned naterial who
filled the order.

d. Ret ur ni ng Excess or Unused Raw Material to the Warehouse.

follow the instructions below in preparing the Form

Al so, see flow chart, Exhibit 3-L.

Bl ock

A
B
C.

Factory.
Dat e.

Factory
Control No.

War ehouse
Control No.

Job and
Reci pi ent.

Appr oved by.

Ref er ence.

Part No.

Expl anati on

Nane of the Factory returning the materials.
Date of preparation of the form

Entered by Factory Manager as a file
control nunber.

War ehouse nunber issued by the Warehouse
Supervi sor upon receipt of the requisition and
materials fromthe Factory.

Factory Manager enters to "Warehouse from Job
,“on this line, entering the applicable job
nunber .

Approval signature by Factory Manager |nsure
Material Control List, FPI Form48, is adjusted to
reflect transfer of material fromjob.

Business Cffice inserts account nunber for
mat eri al being turned in.

Initiator shall assure that returned materials are
identified wwth the correct part nunber.



Bl ock

Quantity
Request ed.

Quantity

Fur ni shed.

Quantity

Bal . on Hand.

Article.

Unit Price,

& N. Anpunt.

Account No.

Debits.

Account No.

Credits.

St ock Cards.

Cost .

Fill ed.

Recei ved.
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I nsert "NA" (not applicable).

Initiator indicates the exact quantity of
the material s being returned.

The Warehouse Supervi sor shall indicate the

bal ance on hand after adding the returned
materials to the inventory bal ance. The Business
Ofice wll also verify this bal ance agai nst stock
record cards after posting.

Initiator provides conplete description of the
mat eri als being returned. The \Warehouse
Supervi sor stanps the word, "CONTRA," on the face
of the requisition and all copies in bold letters
to avoi d m shandl i ng.

The accountant enters the unit price and
anmount. These will normally be the sane as the
original cost of the materials when they were
initially withdrawmm fromthe warehouse. This

i nformati on can be obtained fromFPI Form 9,
Production Order and Cost Sheet.

Accountant inserts Account Nunber 20.1.

Accountant inserts anounts. The anmpbunt shall be
sane as the amount determ ned in Block N

Account ant summarizes all cost data by account
nunber from Bl ock G

Sane as Bl ock P above.

Initialled by the accounting clerk who posted the
stock record cards.

Initialled by the Accountant responsible for
codi ng the requisition.

Si gned by Departnent Foreman returning materials.

Dat e recei ved by Warehouse Supervi sor.



Bl ock

W

Si gnat ure of

Person
Recei vi ng
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Expl anati on

Si gned by Warehouse Supervi sor.

e. Transferring Raw Materials from One Job to Another. Exhi bi t

3-M sumari zes the procedure for transferring raw materials fromone job to

anot her.

Bl ock

A. Factory.

B. Dat e.

C. Factory
Control No.

D. War ehouse
Control No.

E. Job and
Reci pi ent.

F. Appr oved by.

G Ref er ence

H. Part No.
Quantity
Request ed.

J. Quantity

Fur ni shed.

Expl anati on

Nane of factory where work is being done.
Date of preparation of the form

Nunmber issued and controlled by the
Fact ory Manager.

Nunmber issued and controlled by the Warehouse
Supervi sor.

Factory Enters "Job to Job," entering
appl i cabl e job nunbers.

The factory Manager nust sign the requisition to
indicate his approval of the transfer. Factory
Manager will use the Material Control List, FP
Form 48, to determ ne need/requirenent for

mat eri al being transferred. |Insure FPI Forns 49
are adj usted.

All transfers shall be fromand to Account 18.1
Take extrene care to ensure the correct part
nunber is posted. Prior requisitions or Unit Cost
Estimate should be reviewed if there is any doubt
or uncertainty as to the correct nunber.

Insert "NA" (for nor applicable).

| ndi cate quantity being transferred.
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Bl ock Expl anati on
K. Quantity I nsert "NA" (for not applicable).
Bal . on Hand.
L. Article Conpl ete description of the material being
transferred.
M Unit Price, and Accountant will enter the until price and
N. Anmount anount. These will, normally, be the sane as the
material's original cost which can be gained from
the original requisition for the material s.
O Account No. ) Since this transaction involves only the
P. Debits. ) transfer of raw materials between two jobs.
Q Account No. Yinsert "NA "
R. Credits )
S. St ock Cards. )
T. Cost . Accountant initials.
U. Filled. Signature of the officer initiating the transfer.
V. Recei ved. Date on which the gaining job receives the
mat eri al s.
W Si gnat ur e of Signature of officer receiving transfer
Per son i f applicable.
Recei vi ng.
f. Wt hdraw ng Fi ni shed Goods (account 15.1) to WP (Account
18.1). The requisitioning process is the sane as withdrawing materials for

production, except Account 15.1 shall be inserted initem"Q

g. Correcting inventory posting errors of quantities or val ues.

This requisition shall be initiated by the Busi ness Manager or his
assistant. The initiator, in the Business Ofice, wll sign his/her nanme
in the "Approved by "box of FPI Form 49. A nunber (itemD) wll be
obt ai ned fromthe Warehouse Supervisor for posting reference. The
followng clause will be typed on the face of the
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requisition to indicate admnistrative action: "FOR ACCOUNTI NG PURPCSES
ONLY." Cross reference to erroneous docunment as applicable.

The green copy shall be forwarded to the Warehouse Supervisor for
his nunmerical file. The original shall be filed at the end of the nonth,
and the remai ni ng copi es di scarded.

308. MONTHLY LABOR SUWARY, FPI FORM 19

1. Introduction. Direct labor is tine spent in the actual
production of a finished product or that is imediately identifiable with
product costs. Actual direct |abor costs will be accunul ated and
controlled by job or process to determ ne such actual costs for pricing and
producti on deci si ons.

The Monthly Labor Sunmary, FPI Form 19, based on information from
ti mekeepi ng records, enables daily recording of accunul ated direct | abor
hours and costs by job. The formis only required for factories using
standard hourly and group piece rate pay systens. The formshall be used
for recording all direct factory |labor costs. |f departnment |abor costs
within each factory are desired, a separate formfor each departnment by job
will be used.

A sanple FPI Form 19 is displayed in Exhibit 3-N.

2. Responsibilities. The Business Manager is responsible for
preparing the Monthly Labor Summary. Essentially, the hours worked on each
j ob are accunul ated on tinekeeping records under the control of the Factory
Manager. These records specify the quantity of work done by grade on each
j ob.

Each day Business O fice personnel total the hours worked by
grade on each job for the previous day, and post this information to the
Mont hly Labor Summary. At the end of the nonth or at conpletion of the
job, the hours per grade are totaled and are coasted using a standard wage
rate for that grade or a group piece rate as applicable.

These totals serve as the source of direct |abor cost information
to be posted to the Production Order and Cost Sheet, FPI Form 9. (See
paragraph 306.) They provide data for managenent revi ew and eval uati on of
actual costs, as conpared to planned costs, and the efficiency of factory
foremen in controlling this FPI resource.

3. Preparation. The follow ng instructions shall be utilized in
conpleting the form Al phabetical letters are references to letters on
illustration of the form Exhibit 3-N.
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Exhibit 3-N
Mont hly Labor Summary,
FPI Form 17



Bl ock

3009.

Factory.
Job/ Dept .

Mont h.
Dat e.

G ade/ Hour s.

Total Hours

(per day).

Total Hours

(by grade).

Total Hours

(all qgrades).

Pay Grade Rate.

Tot al Cost

(by pay grade).

Total Cost.
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Expl anati on

Nane of factory.

Job Nunber. For process system enter
Depart nent nane.

Mont h bei ng summari zed.
Cal endar day of the nonth bei ng post ed.

Total nunber of hours worked that day in each
grade. For each hour of overtinme worked, add
one hour to the nunmber of regular hours

wor ked on that date, in each grade.

Total hours worked on the job for the day.
This amount will be the total of the hours
wor ked for all pay grades. Renenber to allow
for overtine as provided for in the
instruction for Block EE This wll reduce
any required reconciliation that may be
required at the end of the nonth.

Add all entries in each Colum E.
Total hours worked on the subject job for the
nmont h by grade.

Total hours worked on the subject job
for the nonth. Verify total by adding total
hours for each grade, block (G§.

Approved standard or group piece rate for
1st, 2nd, 3rd, and 4th grade pay. Business
Ofice wll determne each rate of pay as
provided in Section 8511, Payroll.

Block Gx | for each pay grade.

Add all Block J anbunts. Bring forward to
Production Order and Cost Sheet, FPI Form 9.

DEFECTI VE WORK/ SCRAP REPORT, FPI FORM 31

1. | nt r oducti on.

Control of scrap and reword includes

identification of the defective material as early as possible in the
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production process, proper dispostion as to scrapy or rework, and proper
docunent ati on and accounting of the costs involved. An explanation of the
controls and accounting for defective work and scrap is in paragraph 406.

The Defective Wrk/Scrap Report, FPI Form 31, shall be used to
report all significant defective work and abnormal scrap as defined in
par agr aph 406.4. The report includes information on the nature and cause
of defects, disposition instructions, corrective action and estimated and
actual rework/scrap costs. The formserves as a rework authorization and
summary of costs. Upon conpletion, the FPI Form 31 shoul d be used as an
aid in the analysis of the job. Copies shall be maintained by the Quality
Assurance, Factory and Busi ness Manager.

A sanple FPI Form 31 is displayed in Exhibit 3-0.

2. Responsi bilities.

a. The Quality Assurance Manager is responsible for devel opi ng
gui delines for identifying significant defective work and abnormal acrap
for each of the product lines in their factories. The QA Manager is also
responsible for initiating the report, identifying the cause and
recommendi ng di spostion. He will also accunul ate and anal yze these reports
mont hly notifying the Superintendent of Industires of key problem area.

b. The Factory Manager is responsible for approval and
docunentation of any rework to be acconplished and to take action to
prevent recurrence of a simlar problem The rework decision is a matter
of judgnent that can be based on cost conparison as well as subjective
criteria such as custoner relations. However, the cost effectiveness of
t he decision should normally be the primary consideration.

C. The Superintendent of Industires is the review ng authority.
d. The Busi ness Manager is responsible for accunul ati ng and

recording costs on this formand the Production Order and Cost Sheet, FP
Form 9.



Exhi bit 3-0

Def ective Work/ Scrap Report,

FPI

Form 31
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3. Preparation. The follow ng instructions shall be used in
conpleteing this form Al phabetical Block letters are references to
correspondi ng Bl ocks on the formin Exhibit 3-0. The departnent
responsi ble for conpletion of each block is identified in parentheses at
the endo of each explanation. The use of the FPI Form 31 is summarized in
the flow chart, Exhibit 3-P.

Bl ock Expl anati on

A Factory Nanme of Factory invol ved.

B. Date. Date of report. (Quality Assurance (QA)).
C. No._ Nunber of report. Assigned by Quality

Assurance Supervisor. Nunbering system
shoul d be consistent and provide different
series for different factories in nultiple
factory locations. (QA)

D. Depart nent Production departnent responsible for
Responsi bl e. defective work. (QA)
E. Job Order No. Job order nunber on which defective work is
di scovered. (QA)
F. Nat ur e of Short statenent identifying nature
Def ect . and extent of defect. (QA)
G Cause of Li st cause(s) or defect to the extent
Def ect s. possible. |If further study is required, so
state. Include action taken to prevent
recurrence. (QA). (Continue on reverse, it
necessary)
H. Esti mat ed Cost. Esti mated cost of rework or replacenent to

i ncl ude materi al | abor and over head.

Di sposi tion. Check (X) whether defective work should be
rewor ked, scrapped for sal vage val ue, or
di sposed of as waste. (QA).
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Exhibit 3-P



Bl ock

J.

R

S.

Corrective
Acti on

| niti at ed.

Appr oved.

Descri pti on of

Wrk to be Done.

Dept . No.

Material (Costs

| ncurred) 9

Labor Hours.

Labor Cost

Over head

Total Cost.

Revi ewed.
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Expl anati on

Action taken by Factory Manager to prevent
reccurrence. (FM

Initial of Quality Assurance Manager. (QA)

Si gnature of Factory Manager indicating
approval and review of report. (FM

Descri be addition reword required.
i ncludi ng anounts of material and | abor that
will be required. (FM

Departnent nunber or name where rework is to
be done. (FM

Material costs of rework.

ot ai ned from copy of FPI Form 49 mai nt ai ned
in job order file. (Business Manager (BM)
Direct |abor hours spent of rework. (BM

Cost of |abor spent on rework. Cbtained by
mul ti plying applicable |abor rate x hours.

May use actual rates of average. |If rework
is being done on a job that has al ready been
conpleted, all l|abor costs after the job is

reopened woul d be rework costs. These costs
shoul d be determ ned fromthe Monthly Labor
Summary, FPI Form 19. However, if ajob is
still open, rework and normal |abor hours
woul d be m xed on the Monthly Labor Summary
and an average | abor rate woul d be nore
practical to use in determ ning |abor reqork
costs. (FM

Manuf acturing (overhead) expense is

determ ned by nultiplying the overhead base
(1 abor cost) by approved factory overhead
rate. (BM

Total of O Q and R (BM
Si gnature of the Superintendent of Industries

i ndi cating approval. Also, enter data of
si gnat ur e.
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PART 4

ACCUMULATI ON AND CONTROL OF MATERI AL COSTS
400. | NTRCDUCTI ON

Job and process are the principal costs systens. For those systens,
ei ther acutal or standard costs can be allocated to production. All cost
systens revol ve around three basic cost elenents: direct materials, direct
| abor, and overhead expenses.

UNICOR S prinmary fornms for accunul ati ng data regardi ng those cost
el ements have been identified and explained in Part 3, Proauction Cost
Forms. The relationships of those forns to the basic cost el enents, data
needs, and accunul ati on met hods are discussed in this Part 4, Accumnul ation
and Control of Material Costs; Part 5, Accuml ation and Control of Labor;
and Part 6, Accumul ation and Control of Overhead Costs.

401. DEFI NI TI ON OF CONTROL OF MATERI AL COSTS

Material control is a process of systematically accounting for
materials. Material control, as discussed in this Part, will apply to the
charging of raw materials to the job through work in Process to Finished
Goods I nventory. Controls governing procurenent of materials, their
receipt in inventory, and shipnment from Fini shed Goods are discussed in
Section 8509, Inventory.

402. PURPCSE OF MATERI AL CONTROL

Some of the purposes of material control for cost purposes are to
assure:

- Material is charged to jobs in actual quantities, and the charges
are consistent with costs estimtes.

- Adequate care of materials after delivery to the production area,
whether in original formor during various stages of production.

- Adequat e control and docunentation of defective work and scrap.



8000. 1

Chapt er 8500
Page 8506. 4-2
CN- 15

August 24, 1983

403. RESPONSI BI LI TI ES
1. Factory Manager. Primary responsibility for material control in

production activity rests wwth the Factory Manager. Hi s/her main
responsibilities are to assure:

- No materials enter production w thout proper docunentation
(Stores Requisition and Transfer, FPlI Form 49).

- No material requisitions in excess of the Material Control List,
FPI Form 48, requirenents for a job, shall be approved unl ess
justified by docunented proof of |oss, damage, or increased
production requirenents. See paragraph 307, Stores Requisition
and Transfer; and 309, Defective Wrk/ Scrap Report.

- Accountability of transfer of materials between departnents.

- Control, identification, and reporting of scrap and rework
(Defective Wrk/Scrap Report, FPI Form 31).

Factory Managers may assign their responsibilities to factory forenen,
provided they are able to maintain the controls necessary to insure
conpl i ance.

2. Quality Assurance Manager. The Quality Assurance Manager's
primary responsibilities are to:

- | nspect various phases of the production cycle for conpliance
with established specifications of the product.

- | dentify non-conform ng products and assi st the Factory Manager
in determ ning whether to rework or scrap

- Initiate a Defective Wirk/ Scrap Report, FPI Form 31, for products
to be reworked or scrapped. See paragraph 309.

3. Busi ness Manager. The Business Manager's primary
responsibilities related to materials are to:

- Comply with FPI inventory managenent requirenents, including
accounting for all materials received, stored, issued, and
returned to the warehouse; providing for physical inventories;
and assuring protection while they are under his/her control.
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- Record the consunption of materials by jobs and processes.

- Conpi |l e and anal yze data regarding itens received, on hand, and
consuned i ncludi ng production variances for estinmates.

- Est abl i shing procedures to account for shop stock, wherever such
an acount is authorized.

- Perform ot her necessary accounting functions such as journal
entries, |edger postings, reconciliations, reports, and advi sing.

- Acquire needed itenms for stock or production.
404. | MPLEMENTI NG CONTRCLS

| mpl ementation of material controls in the UNICOR cost systemis
desi gned not only for accountability of each itemrequisitioned and put
into process, but also to establish a series of checks and reviews to
assure that these materials becone a part of finished goods or are
otherwse identified as to disposition. These controls are primarily
identified in the dicussion of production fornms in Part 3. The remaining
paragraphs in this Part 4 concern unassigned material, defective untis and
scrap, packing and storing, and other material costs.

405. RAW MATERI AL- SHOP STOCK ( ACCOUNT 20. 4)

Cccassionally, materials in excess of the imredi ate requirenents nust
be drawn. This situation nmay arise when the nature, size, or type of
material dictates that the exact quantity required cannot be requisitioned
or when material is required to be processed in sonme manner prior to being
assigned or distributed to an individual job. Establishnent of this
account requires approval of the Product Divison and Resources Division
Managers.

1. Accounting for Shop Stock. Account 20.4, Raw
Mat eri al s- ShopStock, itens will be stored in a storage facility under the
control of the Factory Manager. Stock cards will be maintained by the
Factory Manager for each item Subsidiary General Ledger stock records
will be maintained by the Business Ofice for each item

a. Job System Job system shop stock will be processed by use of a
Store Requisition and Transfer, FPI Form 49. Procedures for processing
issues to or formunassigned materials by use of FPI Form 49 are descri bed
i n paragraph 307 of this Manual. Basically, +this system
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wi Il function the sane as the inventory systemfor raw materials, except
that the Factory Manager is responsibile for control. This stock shall be
inventoried nonthly by the Factory Manager. FPI Form 63 or |ocal forns
shall be used to docunent the inventory. Any differences shall be reported
to the Business Manager for inventory adjustnent.

b. Process System Process systemissues to shop stock will be
by FPI Form 49, processed as described in paragraph 307.

A nonthly inventory will be performed by the Factory Manager. Credits
to the shop stock account will be determ ned based on the results of that
monthly inventory. Credit to the account will represent the val ue of
begi nni ng bal ance, plus issues, mnus ending inventory. Charges to the job
being transferred from shop stock will be based on established standards.
These standards shall include allowance for normal scrap and defective work
units. Any differences between the material standards applied to the jobs
and the actual usage for the nonth fromshop stock shall be charged to Cost
of Sal es- Abnormal Costs, Account 56. 3.

2. Periodic Review and Inventory by Business Manager. The Busi ness
Manager is responsibile to performa sem -annual inventory and revi ew of
shop stock. The inventory will be recorded on FPI Form 63 and processed
according to instructions in Section 8509, Inventory. Any itens in the
inventory not currently being used, or not having an early anticipated use,
shal | be repackaged, properly marked as to contents, and contra
requi sitioned to Raw Materials Inventory, Account 20.1.

406. SCRAP AND DEFECTI VE WORK

1. Definitions

a. Defective Wrk. Defective work is production that does not
meet product specification or quality standards. It may be (1) reworked
and brought up to standard by the application of additional material and
| abor for sale as firsts or seconds; (2) taken out of process and recl ai ned
for use in another size or form or (3) sold for scrap val ue.

b. Scrap. Scrap is material residue from manufacturing
operations that has measurable, but relatively mnor, salvage value. For
exanple, outlined nmetal from a stanping operation, and shavings and short
| engt hs from woodwor ki ng operations. Scrap will be sold in accordance with
FPMR Regul ations (Title 41, Part 101-45, of the Code of Federal
Regul ati ons).

C. Waste. Waste is material from manufacturing operations that
cannot be used, has no sal vage val ue and nust be thrown away.
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2. Material Losses Qutside Production. Material |osses also occur
outside the production process. Material |osses due to excessive warehouse
handl i ng, shelf |ife expiration, evaporation, natural deterioration, etc.,
shal | be charged to Manufacturing Expense Control - Damaged/ Gbsol ete Property
(Account 57.14). WMaterial |osses due to such things as fire and fl ood
shall be charged to Extraordinary Loss (Account 78) as outlined in Section
8509, Inventory.

3. General Procedures. Control and accountability of defectivework
in an inportant part of the production planning and control system Mbst
manuf act uri ng processes generate sonme bad units along with acceptable units
as an unavoi dabl e or inherent result of production. The cause of |osses in
this area should be identified and every effort should be made to keep the
cost of defective work as |ow as practicable through i nprovenents in
operating procedures, changes in machi ne design, use of different raw
materials, etc. Each factory is required to identify, control and account
for the cost of defective work. Managenent nust insure that the incidence
of defective work is controlled within predetermined limts. The methods
prescribed in this section for identifying, controlling, and accounting for
these costs are preferred. However, any nethod that provides the desired
information and internal controls is acceptable if approved by the Product
and Resources Divisions Managers.

4. Control. The goal of a systemto control the cost of defective
work is to identify and control those costs as early as possible in the
production process. Key elenents of such a system are:

- Ef fective production planning and schedul to insure the nost
econom cal conbination of the factors of production.

- A material control systemto nonitor the usage of materials
during the production process.

- An effective quality assurance programto identify and
report defective work, make determ nations as to whether the
work shall remain in process for reqork or be scrapped, and
to recommend i medi ate action to inprove/correct the
oper ati on.

Each of the elenents is dependent upon the other to successfully identify
and control these costs.

Ef fective control is also required over decisions to rewrk defective
units to insure that such rework is nore econom cally advantageous than
sal vage. \Were expected costs of rewdrk are expected to be significant,
the Quality Assurance Manager shall initiate a Defective Wrk/Scrap Report,
FPI Form 31. What is significant defective work or
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abnormal scrap can vary between products and factories and identiifying it
is amtter to judgnment. Materiality is the key factor. For exanple, $25
in expected rework costs would not be significant for a $750 desk but woul d
be for a bedside cabinet costing $75. A 25¢ rework charge is not
significant in itself but a 25¢ rework charge on 10% or each | ocking cord
fastener (cost - 50¢) inspected during a day would be significant.

The Quality Assurance Manager shoul d devel op gui delines for each of
the product lines in a factory defining the points at which a Defective
Wor k/ Scrap Report, FPI Form 31 would be initiated. A general guideline
that can be considered is the | esser of $100 or 10% of the estinmated cost
for the unit involved. However, no one guideline will apply to all types
of products and factories in UNTCOR A suitable guideline applicable to
specific products/factories needs to be devel oped.

5. Accounti ng

a. General. Controlling and accounting for the costs of
defective work require distinguishing between normal and abnormal or
excessive costs of defective work.

Nor mal costs of defective work are those whi ch managenent expects
or accepts during a job or production run under efficient operating
conditions. Exanples would be | osses due to m shandling, worn dies,
inferior materials, operating error, etc., which are within limts that are
expected by managenent. These costs are considered inherent to a job or
process and shall be included as part of the costs of that job or process.

Abnor mal or excessive costs of defective work are those which are
not expected to arise under efficient operating conditions and are not an
i nherent part of the job or process. Abnormal costs are considered to be
controllable in the sense that the first |line supervisor is expected to
devel op efficiencies in production that limt defective work to
predeterm ned tol erances. They are caused by the sane operating factors as
normal costs; however, abnormal costs signify a greater then expected rate
of occurrence. These costs are to be considered a period expense and
charged directly to Cost of Sal es-Abnormal Costs (Account 56.3)9

The distinction between costs of defective work chargeable to
j obs and abnormal costs, in many cases, is a matter of judgnent. The usage
or need for materials in excess of those allowed on the Material Control
List, FPI Form 48, should be an indicator to the Quality Assurance Manager
and Factory Manager that material usage is exceeding expected limts for
that particular operation. Jobs identified to the Business Ofice on the
Def ective Wrk/ Scrap Report, FPI Form 31, nust
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have the excess costs identified and accunul ated and recorded on the FP
Form 9 and 31 for charge to Manufacturing Vari ance- Abnormal cost (Account
58.1).

b. Sources. Defective units wll normally be generated from
four sources:

- Due to special circunstances such as design change,
substandard material fromvendor, deficient custoner
specifications, etc.

- During production due to planning or production
i nefficiencies.

- As a result of Finished Goods Inventory inspection.
- Cust omer return.

The Defective Wrk/Scrap Report is a source docunent for the
identification and costing of rework on defective untis. Details for the
use and preparation of this formare contained in paragraph 309.

C. Deficient Custoner Specification. Defective units can
result fromdeficient custoner specification/instructions. UN COR can
recover excess costs in these cases and action shall be taken to obtain
price increase fromthe custoner to cover the cost. Rework costs shall be
identified on a Defective Wrk/Scrap Report, FPI Form 31, which will serve
as the basic docunent for initiating a request for a higher price or
rei nbursenent for that job. Rework shall not be initiated until custoner
approval of increase cost or Product Division authorization is received.
All additional costs will be charged to the job.

d. Subst andard Raw Material from Vendors. Defective units can
result from substandard raw materials supplied froma vendor. Abnornma
| osses due to excessive inperfections or material specification deficiences
will be reported by the Quality Assurance Manager on a Defective Wrk/ Scrap
Report, FPI Form 31 (Exhibit 3-0). The report shall be forwarded to the
Busi ness Manager and should identify the nature of the defect and the
reason for rejection. The Business Manager shall notify the procurenent
agent of any substandard material who shall then be responsible for
obtaining credit or replacenent for the defective materials. Every effort
shall be made to obtain rei nbursement fromthe vendor for all rework costs
associated wth the substandard material including | abor and over head.

The costs assocaited with substandard raw materials are not
considered to be inherent to the job and will be credited to Wrk In
Process (Account 18), and debited to Raw Materials and Supplies-Defective
Mat erial (Account 20.2), through JE 12 pendi ng disposition of the defective
mat eri al s.
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e. Deficient Planning or Production. This refers to defective
wor k generated by planning or production iinefficiencies such as machi nery
br eakdown, preparation, tooling, worker productivity, etc. The untis
affected are normally identified during the production process by Quality
Assurance personnel and docunented on the Defective Wrk/Scap Report, FP
Form 31. See paragraph 309.

The cost of material will be determ ned by the actual
material requisitioned to replace the defective units. Labor and overhead
| osses related to the defective units can be determ ned from data
accunmul ated on the FPI Form 9 and analysis of the FPI Form 58 for the
pr oduct .

Fromthese, it wll be possible to nmake a reasonabl e
determ nation of the |abor and overhead costs that should be charged to the
defective work.

The costs associated with defective work generated by
deficient planning or production are not considered to be inherent to the
job and wll be charged to Cost of Sal es-Abnormal Costs, Account 56. 3.

f. Def ective Wrk Returned From Custoners. Custoner returns of
defective finished goods which are to be reworked shall be inspected by the
Qual ity Assurance and Factory Managers upon receipt. The Quality Assurance
Manager shall initiate a Defective Wrk/Scrap Report, FPI Form 31, for al
significant rework costs as determ ned by paragraph 406.4. 1t shal
include a determ nation of the material, |abor and overhead costs that w |
be required. The Business and Factory Managers should be utilized in
maki ng this determ nation. The original cost can be obtained fromthe
Shi pping Order, FPI Form8. The FPI Form 31 nust be prepared within three
wor ki ng days of receipt of goods.

A Receiving Report, FPI Form 11, can now be prepared for the
defective itens. It shall be prepared within one day of receipt of the
defective itens. |If a FPI Form 31 is required, the receiving report shal
be prepared within 1 day of conpletion of the FPI Form 31. Any excess
costs shall be debited to Cost of Sal es-Abnormal Costs, Account 56.3. The
original cost of sales |ess any charges to Manufacturing Variance or O her
Expense shall be debited to Raw Materials and Supplies-Defective Materi al,
Account 20.2. The total of these costs shall be credited to Cost of Sales,
Account 56.1 or 56.2 as appropriate.
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A journal entry (JE 22b) nust al so be prepared to adj ust
sal es and reduce receivables or establish liability as appropriate. The
selling price of returned goods shall be debited to Sales Return for
Rewor k, Account 54, and credited to Accounts Receivable, Account 10, if the
sale is still a receivable, or Accounts Payable, Deferred, Account 70.5 if
paynment has al rady been received.

The defective units shall be put into production under the
orgi nal job nunber and charged to Work-1n Process Material, Account 18.1
at the value at which the job was put into Raw Material and
Suppl i es-Defective Material, Account 20.2

All additional costs incurred will be charged to
Wor k-1 n-Process Inventory as in normal costing procedures. Prior to the
transfer of the reworked products to Finished Goods I nventory, any
significant rework costs in excess of those estimted on the Defective
Wor k/ Scrap Report, FPI Form 31, shall be charged to Cost of Sal es-Abnornma
Cost, Account 56.3, through JE 18a. All costs of rework shall also be
docunented on the Defective Wrk/Scrap Report, FPI Form 31. See paragraph
3009.

Exanple: A desk is returned for rewrk. It had been sold
for $400 with a cost of sales of $350. The Quality Assurance, Business and
Factory Managers estimate rework costs at $100. Accounting entries for
this exanple would be as foll ows:

JE- 8a
DR 20 Raw Material and Supplies
.2 Defective Materials $250
DR 56 Cost of Sal e Control
.3 Abnornmal Costs $100
CR 56 Cost of Sal e Control
.1 Sal es to other $350

Gover nnment Agenci es
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JE-22b
DR 54 Sal es Return for Rework
.1 Rework - O her Governnent
Agenci es $400
CR 10 Account s Recei vabl e Control
.1 Accounts Receivable -
Gover nnment $400
407. PACKI NG AND STORAGE COSTS
1. Cont ai ners and Lashings. Packing containers are normally
controllable and identified to a specific or proces and should be charged
to the job as a direct material. Lashing which cones in bulk or bales and

is merely usued for protective wapping such as cardboard, w apping paper,
tw ne, stacking skids, etc., should normally be considered indirect
material and charged to Account 57.31, Packing and Shi ppi ng Expense.

2. Speci al Custoner Requirenents. Special packing, which is
required to neet special custonmer requirenents, shall be included in the
Unit Cost Estimate, FPI Form 73, and charged to the job or cost projective.
For exanple, a |ocker requiring extra protective wapping for overseas
shi pment shal |l have packing and crating costs charged to the job as direct
mat eri al / | abor/ over head.

3. Mul tiple Charges. In certain circunstawces, it may not be
practical to charge packing cost to a job. Exanples are conbining severa
conponent s produced on various jobs or renoval of several finished goods
itens fromstock to be packed as a unit to neet a custoner request. Such
costs shall be charged to Account 57.31, Packing and Shi ppi ng Expense.

408. MANUFACTURED COVPONENTS ( SUB- ASSEMBLI ES)

A manufactured conponent is a part of a product manufacutured by
UNI COR to be subsequently installed as an integral part of a main unit or
assenbly. These conponents shall be manufactured under a separate job
order issued internally. Conpleted conponents or sub-assenblies will be
charged to Raw Materials Inventory (Account 20.1) on the summary of Work In
Progress, FPI Form 51. (See paragraph 1103)
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409. SPECI AL TOOLI NG

| f a customer inquiry order requires special tools, dies, jigs or
fi xtures, and such equi pnment is to be purchased or manufactured, these
costs shall be included in the Unit Cost Estimate for the product.

I n scheduling the production, the Factory Manager shall issue a
separate sub-Production Order and Cost Sheet, FPI Form 9, to cover the
production of these itens. He/she will assign such job imediately
follow ng receipt of the work order(s) for th product itself.

Once conpl eted a proportionate anount of these special equipnent costs
will be charged to the products transferred to Finished Goods, based on
antici pated production at the end of each nonth. This will be done so that
Wrk in Process Inventory, at the end of the nonth, includes the renaining
costs of the special equipnent applicable only to the unconpl eted orders
anticipated order for the product itself.

If it is determned that the special tools, dies, etc., are to be
utilized on recurring jobs, the Division Manager, upon request of the
Superintendent of Industries, shall authorize such equi pnent to be recorded
as a deferred expense in lieu of being charged to the intial job. The
deferred charge should be anortized based on usage. If the tools, dies,
etc. are of substantial value, however, and expected to have at |east a
three-year life, they should be capitalized and nornmal depreciation
gui dl i nes appli ed.

410. EXTERNAL PRODUCTI ON WORK

In those instances where a factory does not have the resources to
handl e certain phases of the production process, the cost of having such
wor k conpl eted by contract services or other UNICOR factories shall be
charged as a raw material cost.

For exanpl e: dyeing, plating or other finishing work. Effective
control nust be established for these units pending their return fromthe
outside contractor. Upon conpletion of such work, the product involved
shall be returned to Wirk-1n Process or Raw Materials Inventory, depending
on usage requirenents for the material.

In contracting for production work, the purchase agreenent nust give
consideration to danmage of products by the supplier of the contract
service. GCenerally, an allowance can be made for a m nimal nunber of
damaged products. However, excess danage should a be charged to the
supplier. Accounting for the cost of contract service nust include val ue
of damage products as well as the cost of the contract service.
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Any excess damage should be applied as a reduction in the contract cost of
the service supplied. For exanple, production work involving cost to date
of $1,000 and a contract price of $500 for finishing work resulted in ten
percent of the products being damaged to the extent that the products could
not be sold to UNICOR custoner. UNICOR s contract wth the outsider nmade an
al l omance for damage of one percent. Upon return of the products fromthe
outside contract, the UNICOR Form 9 "Production Order and Cost Sheet" woul d
be updated. A cost increase of $350 ($450 for the contract service on good
units conpleted (500 x 10% less a $90 credit for excess damage (units
worth $100 danaged | ess $10 for the all owance for danmage). Unvouchered
recei pts account 70.3 would be credited for the $360 and Work-1n-Process
Material s, Account 18.1 debited for $360.

411. RESEARCH AND DEVELOPMENT COSTS ( PROTOTYPES)

1. Definition. Research and Devel opnent (R&D) is a planned program
directed toward the search for new products, new manufacturing techni ques,
i nprovi ng exi sting products, solving technical problens, or expanding
general know edge within the various product |ines.

2. Aut hority. The Product Division Manager has the authority to
initiate a research and devel opnent project or the manufacture of a
prototype not to exceed $10,000. Any R&D project with an antici pated cost
in excess of $10,000 will be forwarded to the Deputy Associ ate Comr ssi oner
by the Product Division Manager with the appropriate project design blue
prints, cost estimtes, etc., for approval.

3. Accounting. The costs incurred for an R&D project can generally
be deferred and anortized if they can be specifically identified with
future revenues. To defer the costs of pure research or unsuccessful
research projects which cannot be identified to furture revenues woul d
distort the bal ance sheet and the incone statenent and shoul d be expensed
to factory or divisional expense as incurred.

Recommendati ons as to accounts to be used and whet her the
associ ated costs shall be expected or anortized shall be devel oped by the
Busi ness Manager at the project location in accordance with the guidelines
of this paragraph 411. They shall then be forwarded to the Product
D vision and the Resources Division for review and approval .

4. Procedures. Cost accunulation for an R&D project or the
manuf acture of a prototype will be acconplished |ike and ordinary job. A
j ob order nunber will be assigned upon receipt of a project nunber or a
written authorization froma Product Division. Material, |abor, and
manuf acturing overhead will be charged to all manufactured prototypes and
summari sed nonthly on the FPI Form 51, Summary of Work-1n-Process.
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(See paragraph 1103.) Travel and shi ppi ng expenses incurred that are
related to the programshall be charged to the prototype.

Costs of conpleted prototypes determ ned to have future benefits
internms of service or earnings shall be charged to Deferred and Prepared
Expense Control, Prototype Products, Account 40.2. An Equi pnent Card, FP
Form 13, shall be prepared for each prototype. Information recorded on
that formshall include a full description of the item reference for
manuf act uri ng aut hori zation, date or manufacturing, |ocation, and total
cost. Prototypes shall not be depreciated.

Cost determned to have no future potential for earnings shall be
expensed to Selling Expense Control - Experi nental Expenses, Account 64.11
if related to a specific factory.

411.4 The Product Division may authorize transfer of these costs to the
di vi sion through Account 97 chargeable to Product Division

Expense- Experi nmental Expense if the expense is applicable to several
factories.

Shi pnments of prototypes to a designated inspection point (e.g.,
Central Ofices, Division Ofice, or custoner) will be acconplished using
an X-Snipping Oder, FPI Form 8. No accounting entries are necessary, but
the |l ocation and date of shipnment shall be noted on the Equi pnent Care, FP
Form 13. Equi pnment Cards shall be reviewed quarterly to determ ne the
current status of the prototype.

The Product Division Ofice will notify the factory if the custoner
accepts the prototype. The custoner shall then be billed for the selling
price of the item per a custoner contract or Product D vision witten
instructions. Deferred and Prepared Expense Control - Prototype Products,
Account 40.2, shall be credited for all costs associated with the
prototype. Cost of Sales Control, Account 56, shall be debited for a
reasonabl e or production run cost of the itembeing sold. Any related
costs remaining in the prototype Product Account for devel oping,
engi neering, and researching the prototype nay be:

- If significant, left in Deferred and Prepai d Expense Control,
Account 40, and anortized proportinatey over early production
runs until all of the costs have been absorbed.

- Charged to the initial production job imediately if remaining
costs are considered to be m nimal.

- Charged to current overhead expenses of the Product Division if
the costs are applicable to several factories in the D vision.
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- | f these costs are significant they shall be redistributed to al
applicable factories for anortization. If this option is used,
t he Product division shall insure that these costs are considered
when determnig selling price.

412. M N MUM BUY

There are instances where excess materials procured for a job remain
after its conpletion. Exanples are vendor requirenments to buy in a m ninmm
gquantity which is in excess of actual needs or buying a small percentage
over actual requirenents to insure against inherent production |losses. In
t hese instances, the entire cost of the total quality purchased wll be
charged to the job. Excess material generated by vendor m nimum order
requi renents for which the custonmer was charged shall be shipped to the
custonmer if he desires and if so stated in the contract.

Excess material generated in these instances wll be evaluated for
probabl e future use. Any unwanted materials shall be discarded as waste or
sold for salvage value as applicable. Materials that are to be retained
that are immaterial in value or volume may be added to current stock
control card bal ances at no cost.

Significant itenms that can be identified against a valid current of
future need shall have a val ue assigned through Account 97, WAshi ngton
Control at no less than 75% of current value and added to the current stock
control card for the item

| f significant anmount (volume or value) of material is retained and
there is no current requirenment for it, it shall be placed in Account 20,
Raw Materials & Supplies Control at no value. Separate stock control cards
will be maintained by quantity only for control purposes. Any of this
material required for use or identified for use against a valid custoner
order within one year may be retained. This material required shall have a
val ue assigned as donated material through Account 97, Washi ngton Contro
purposes. Any of this material required for use or identified for use
against a valid custoner order within one year may be retained. This
mat erial required shall have a val ue assigned as donated material through
Account 97, Washington Control at no |less than 75% of current val ue and
added to the current stock control card for the item

Any material for which no need is established within one year shall be
processed for disposal in accordance with Federal Property Managenent
Regul ations (Code of Federal Regulations, Title 41, Part 101-43). An
inventory of these itens will be submtted to the Resources and Product
Division at the end of each fiscal year to include description, quantity
and estimted val ue.
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413. BY- PRODUCT COSTI NG

By- products are products or materials with relatively m nor val ue that
result during the manufacture of a main or |arger product. Exanple: the
off-fall fromthe manufacture of a desk top or steel upright can be used to
make a drawer front or corner brace. |In general, by-products have
relatively nore value than if the were scrapped, and require further
processi ng before they can be used. The materiality or significance of the
dol l ar value or volune of the itemconpared to the end unit being processed
i nfl uences the accounting treatnent to be used.

By- products that are saved or further used as a normal part of
production of a main product shall have their costs transferred fromthat
product to the product on which they are to be used. Exanple: each tine
table tops are cut, the off-fall is used to make drawer facings. Since
this is the planned and intended use for the cuttings, their cost shall be
transferred to that job.

By- products froma product that are only used when a requirenent
exists for the by-product may be handl ed in several ways.

- I f the volune or dollar value of the by-product is significant
relative to the total cost of the itemto be made fromit, the
cost of he by-product material shall be transferred through JE-12
to the job on which it is used. Any costs transferred froma
product that are a planned part of the product's cost structure
and normally included in its costs shall be noted on the back of
the FPI Form 9 to insure pricing and cost analysis actions are
not influenced by this transfer.
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PART 5
ACCUMULATI ON AND CONTROL OF LABOR
500. PURPGCSE

Cost accounting for |abor has two primary objectives beyond
docunenting paynent of inmate workers. It seeks to (1) determ ne |abor
costs of products/services, and (2) report |abor costs for managenent
pl anni ng and control .

It is inportant to determ ne | abor costs for products/services in
order to have a valid basis for evaluating production efficiency. To
obtain the nost effective control of |abor costs, FPI accunul ates | abor
hours as incurred and charges themdirectly to the manufacturing process or
job. These costs are then conpared to | abor standards for each product to
hi ghl i ght | abor efficiency and gui de managenent in planning for actual
| abor costs in the future.

501. CLASSI FYI NG DI RECT AND | NDI RECT LABOR

Direct labor is that which can be readily identified with a specific
job or process (w.g. grinder, assenbler, or welder).

Production | abor which cannot be readily traced to a job, or work
performed in support of production is considered indirect |abor (e.g., tine
of receiving clerk, warehouseman, accounting clerk, supervisor, or
mai nt enance).

Care shall be taken not to classify a position indiscrimnately as
direct or indirect. Sone positions may alternate between the two
cl assifications dependi ng upon the size or tine factor of a job (e.g.,
qual ity assurance inspector, forklift operator and packaging). Packagi ng
for one product may be an indirect cost and for others, a direct cost. A
gui deline that can be used in making the determ nation is the
classification that it was given on the Unit Cost Estimate, FPI Form 73,
and the Labor Estimate/ Tine Study, FPI Form 58, for that job.

There are several tinme periods during the work day that are not spent
directly on production but are essential to production effort and shall be
charged as direct labor. These include start up tinme, tool issue, coffee
breaks, clean-up and material handling. These events are routine and
shoul d be charged as direct |abor. New enpl oyees, while devel oping their
skills and considered in on-the-job training, shall be considered as direct
| abor.
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502. ACCUMULATI NG AND ACCOUNTI NG

1. Requirenments, General. Direct |labor cost is the primry base
used by FPI in allocating overhead costs. It is essential that direct
| abor costs associated with each process/job be as accurate as practical.
For this reason, FPI factories will accurmul ate and report actual | abor
hours for both job order and process cost systens.

Factories on individual or group piece rate pay systens w ||
accunul ate and report unit production and hours as required by the
particul ar pay system being used (see Section 8511). The initial recording
of this information is the nost inportant step in our |abor cost accounting
systemand is the responsibility of the Factory Manager. Proper
segregation between direct and indirect |abor is inportant because, as
ment i oned above, factory overhead will normally be applied as a ratio to
direct labor cost. Unless the distinction between direct and indirect
| abor is clearly made and consistently followed, serious errors in overhead
allocation can result. Failure to properly classify these costs not only
m sstates the | abor cost used as an overhead application base, but also
incorrectly increases or decreases the total overhead which nmust be
appl i ed.

The departnent foremen are responsible for accunul ati ng and
verifying the accuracy of |abor information reported. Once the |abor
information is accunulated, it is forwarded to the Business O fice. The
Business O fice uses the information to (1) docunent paynents to inmate
wor kers (see Section 8511, Payrolls); (2) apply overhead to each job (see
par agraph 605, this Manual); and (3) report |abor cost on the Monthly Job
Labor Summary, FPI Form 19 (paragraph 308).

The Business Ofice shall establish checks and bal ances on the
payrol | docunentation to insure the accuracy and validity of payroll and
cost data. (See Section 8511, Payroll.) These neasures shall include:

- Reconciliation of hours reported on Door Check Sheet, FP
Form 6, against Inmate Daily Tine Tickets, FPI Form 40, or
foreman's summary of work perforned. This should be
acconpl i shed usi ng random sanpl i ng techni ques.

- Reconciliation of Payroll Cards, FPI Form 93, against tota
of indirect and direct payrolls. This shall be acconplished
mont hly but can be done several tines each nonth to insure
accuracy of jobs closed during the nonth and to i nprove the
efficiency of nonthly reporting.
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- Revi ew of reasonabl eness of direct |abor costs remaining in
Wor k-1 n- Process by conparing | abor costs entered on the
Production Order and Cost Sheets, FPI Fornms 9, with |abor
standards for that job or process. This can be acconplished
by conparing Factory Manager estimates of percentage of job
conpletion wwth the data for the product |listed on the
Summary of Labor Rates, FPI Form 58. Any variations of plus
or mnus 10% fromthese standards should be brought to the
attention of the Factory Manager. Abnormal or excessive
| abor costs shall be charged to Cost of Sales
Control - Abnormal Costs, Account 56.3 through Journal Entry
18. Excess | abor costs due to a change in process or
erroneous | abor estimates shall be charged to the job, and
the Labor Estinmate/ Time Study, FPI Form 57, the Sunmary of
Labor Rates, FPI Form 58, and the Unit Cost Estimate, FP
Form 73, shall be revised as required.

2. Accounting. Direct |abor shall be accured to the job in
Wor k-1 n- Process | nventory-Labor in Process, Account 18.2, and indirect
| abor to Overhead Expense Accounts Labor Indirect Inmate, Account XX 05,
t hrough Journal Entry 10. Overhead expense is applied to Wrk-In-Process,
| nvent ory- Overhead in Process, Account 18.3, through Journal Entry 17.
Upon conpl etion of units, costs are transferred to Finished Goods Inventory
t hrough Journal Entry 18. Analysis of the variances between actual and
appl i ed overhead is nmade nonthly on the FPI Form 3.

3. Standard Payroll System The systemused to obtain the
| abor data can be one where inmate workers maintain their owm tinme tickets
or the departnent foreman can keep the tine records for all workers in the
departnment. |Inmate workers, who keep their own tinme tickets, wll use a
formsimlar to FPI Forns 40, Innate Daily Wrk Report, 40-A, Inante's
Daily Piece Work Report; or 40-B, Daily Tinme Ticket. Exhibit 5-Ais a
sanpl e of a | abor accunul ati on systemthat nay be used. Each worker shal
be advised of his responsibility for reporting accurate total time and
activities each day. Pay rates used will be those authorized in the
Payrol |l Section, 8511.

4. I ndi vidual Piec Rate System The systemused to obtain
| abor data can be used in several ways dependi ng upon the particul ar
operation. The nunber of pieces produced can be nonitored at the entry or
exit point of an operation. The forns used to record other data shoul d be
| ocally devel oped so as to insure their applicability to the systemin use.
Essential elenments of the system nust be controls and checks to insure the
validity of production being credited to each worker. Pay rates wll be
established in accordance with paragraph 303, Labor Estimate/ Tinme Study, of
this Manual, and Section 8511, Payroll.
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Exhi bit 5-A
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5. G oup Piece Rate System The data used to determ ne group pay rates
may be based on production units or dollar value. These totals nay be
conputed as conpleted units or equivalent units produced, as established by
managenent personnel. Tine required to conplete a unit shall be
established in accordance with paragraph 303 of this Manual. Instructions
outlined in subparagraph 502.3, Standard Payroll System may be used for
acunul ation of direct hours. The Business Ofice wll determ ne pay rates
for each worker as outlined in Section 8511, Payroll.

503. OVERTI ME WAGES

Overtinme earnings are conposed to two elenents: (1) regular straight
time pay, and (2) premiumpay for work perfornmed in excess of the regular
wor ki ng peri od.

Normal |y, overtinme premumpaid to factory workers is considered
manuf acturi ng overhead, indirect labor. This determ nation, however, wll
depend upon the nature of the overtine. |If no single job is responsible
for overtinme, even though one is caught by chance in all overtine period,
the overtinme premumw || be treated as a charge to manufacturing overhead.
Conversely, if a job is individually responsible for overtinme due to a
short delivery deadline known when the job was undertaken, it would be
justifiable to charge overtinme premumdirectly to that job

The Factory Manager wll notify the Business Manager of any jobs that
shoul d be charged with the prem um portion of the overtine. The basis for
al I ocati ng manufacturing overhead to the job, however, shall be on regul ar
straight time pay only. Overtine premumshall not be included in the
over head application base.

504. SETUP TI ME

Machi nery and equi pnrent nust often be adjusted or prepared before a
particul ar operation or job can be started. This setup tine is usually
easily traceable to an operation or job, and is seldom affected by whet her
500 pieces of 5,000 pieces are to be processed.

These setup costs should be treated as direct labor if the cost is
significant and can be traced to a job or process. The Factory Manager and
t he Busi ness Manager shall make the determ nation on how the costs are to
be classified.
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505. I DLE LABCR

Basically, the idle labor is lost productive tine. 1dle |abor caused
by machi ne/ equi pnent breakdown and pour production planning is generally
consi dered avoi dable. Factory Forenen shall consider this tine as direct
| abor. The tine spent in this status and the cause shall be noted on the
time ticket or on a seperate neno to facilitate costing and anal ysis of
the job by the Business Manager and Factory Manager.

| dl e | abor caused by | ack of business, power failure, and |lack of raw
materials is generally considered unavoi deable. This tinme shall be charged
as indirect | abor.

Time spent on training other than on-the-job training will, also, be
treated as indirect |labor and included in overhead.

Classification of idle |labor as avoi dable or unavoidable is a matterof
judgnent. Several of the exanples given can be classified either way
dependi ng on t he cause.

Factory Forenman shall be responsible for submtting a seperate tine
ticket or sheet to the Business Ofice for all idle time with a brief
expl anation thereon. These reports should be reviewed and initialed by the
Superintendent and the Factory Manager as an aid in avoiding or mnim zing
idleness in the future.
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PART 6
ACCUMULATI ON AND CONTROL OF OVERHEAD COSTS
600. DEFI NI TI ON

Stated sinply, overhead includes all of those manufacturing or
production costs that have not been classified as direct material or direct
| abor. They are indirect manufacturing costs that cannot be identified in
a practical manner with specific units of production. They are identified
in Form4, Summary of Expense, Exhibit 11-A

601. CHARACTERI STI CS

1. Types. Overhead expenses have characteristics that can be
classified as fixed, variable, or sem variable.

a. Fi xed Overhead. Fixed costs are not affected by the vol une
of production activity. They provide plant capability for anticipated
production volunme and are "constant" costs. |Included in FPI's fixed costs
are civilian salaries, depreciation, rent, etc.

b. Vari able Overhead. Variable overhead costs fluctuate
directly with a change in volune. Strictly variable costs would be zero
during periods of no production. FPI's factory supplies, royalties, and
freight, generally, have variable characteristics.

C. Sem variable Overhead. Semvariable costs vary with the
vol une of production, but not in direct proportion. FPI's inmate indirect
| abor, utilities, and vehicle operations have sem vari able characteristics.

_ For conveni ence, these classifications are illustrated in
t he di agram bel ow.
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OVERHEAD

EXPENSES
FlI XED VARI ABLE SEM VARI ABLE
Cvilian Sal aries Factory Supplies | nmat e | ndirect
Labor
Depreci ati on Royal ti es Uilities
Anortization Frei ght Vehi cl e
Qper ati ons
etc. Repai rs etc.

etc.
2. Anal ysis and Pl anning. Understanding and recognition of these

over head account characteristics is essential to accurate operations

anal ysi s and budget devel opnent. \Wen operations are substantially bel ow
factory capacity, the profit or loss factor will be greatly affected by the
extent of fixed expenses and control over sem variable and variabl e
expenses. I n devel oping the annualized overhead rates, fixed,

sem vari al be, and variable characteristics of overhead expenses need to be
considered to arrive at a neaningful rate.

602. OPERATI ONAL EXPENSES

Qper ational expenses include production overhead expenses and ot her
adm ni strative and general expenses related to the industrial operation.

UNI COR' s production overhead include Manufacturing Expense (Account
57), Quality Assurance Expense (Account 61), WArehouse Expense (Account 62)
and Business Ofice Expense (Account 63). These are the major indirect
expenses considered in estimating and costing overhead as part of the
pricing and cost analysis of products.

O her operational adm nistrative and general expenses may include Selling
Expense (Account 64), other Expense (Account 65) and Pre-Industiral
Trai ni ng (Account 66).

603. NON- OPERATI ONAL EXPENSE

Non- Oper ati onal expenses are those corporate expenses not directly
related to production at the factory | evel and include Support Division
Expense (Account 71), Product D vision Expense (Account 72), Corporate
Adm ni strative Expense (Account 73), Extraordinary Losses (Account 78) and
Di scontinued Operations (Account 79). O her general non-operational
expenses are those for non-industrial inmate training and prograns
supported by UNI COR and include Vocational Training Expense (Account 75),
Vocati onal Training Experinent Expense (Account 76), and Perfornmance Pay
(Account 77).
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604. ACCUMULATI ON OF MANUFACTURI NG OVERHEAD

1. Ledger Accounts and Entry Sources. Overhead costs accunulated in
CGeneral Ledger Accounts are further identified in the General Ledger by
Sub-accounts such as civilian salaries, inmate |abor, etx. (See Chart of
Accounts, Section 8501).

The entries to the General Ledger accounts are nade nonthly based
on sunmaries of voucher register, receiving report register, requisition
regsiter, accruals, etc. The principal originating docunents for these
regi sters are vouchers, receiving reports, requisitions, depreciation
schedul es, report of inventory differences, etc.

2. Costs Applicable to More than One Departnment/ Factory.

a. Factory Expenses. |In sone instances, production overhead
expenses may apply to nore than one factory. Significant expenditures
enconpassi ng nore than one factory shall be apportioned to each based on a
reasonabl e al |l ocation basis through the applicable nom nal sub-account.
Exanpl e: cost of paint bought to repaint all factory walls can be
apoortioned to each factory based on square footage of each.

b. Depart nent Expense. Accumnul ati on of overhead costs by
departnment should be used for factories with substantial differences in the
dol I ar anpbunt of overhead expense required for product |ines.

For exanple, a netal factory has two departnments. One depart nment
produces machi ned products and ot her produces products that only require
assenbly of purchased raw materials. The machi ned products require a tool
and die support activity, close civilian supervision, expensive machi nery
W th associ ated hi gh mai ntenance costs, and substantial and costly factory
supplies. Assenbly activity, on the other hand, requires substantial |ow
graded inmate direct |abor with mnimal civilian supervision, mninml use
of machinery and factory supplies.

To all ocate overhead costs to these dissimlar products at a conmon
rate substantially distorts product costs, and does not provide an
accept abl e basis for managenent decision maki ng. Departnent of product
overhead pools with direct or formula allocation of expenditures can assure
equity in overhead charges by product.

In the above exanpl e, overhead expenses woul d be accumul at ed
separately for each departnent or product |ine--one for nmachi ned products,
and one for assenbly departnent products. Machined products and assenbly
porducts sub-accounts for indirect labor, civilian salaries
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and benefits indirect inmate | abor; utilities; depreciation of machinery
and equi pnent, and buil dings and i nprovenents; and machine repair would
normal Iy serve mninum needs. O her overhead costs would be prorated to
the departnents on a systematically designed allocation basis such as those
used for allocating office expenses anong factories. Departnent annualized
overhead rates would be esablished in the same naaner as for factories, and
those rates applied to departnental products.

C. CGeneral and Admi nistrative Expenses. Factory general and
adm ni strative expenses are those not directly related to a single factory.
Exanpl es are expenss related to the Business Ofice/ Warehouse, and Quality
Assurance. None of these costs shall be charged as direct during the
month. All costs including civilian salaries and inmate sal aries shall be
accunul ated in one factory's general control account, and proportionately
distributed at nonth-end to applicable factories or departnents based on
approved distribution fornulas through sub-accout 38 (C earing Account).
(See paragraph 605.) |If distributions are based on different rates for
each category of expense, it will be necessary to maintain each of these
costs separately, i.e. business office, quality assurance, etc.

The Busi ness Manager shoul d di scuss the benefits of accunul ating
t hese costs by category with the Superintendent of Industries and
i ndi vi dual Factory Managers. |f required, the Business Manager shal
mai ntain the costs by these categories for each factory for their review
and anal ysi s.

605. DI STRI BUTI ON OF MANUFACTURI NG GENERAL EXPENSE

1. Definition. General expenses are those manufacturing overhead
expenses not readily identifiable with a particular factory of departnent.

2. Annual Distribution Formula. An equitable distribution fornula
or overhead rate shall be determ ned annually for each factory and/or
renote accounting station (See Paragraph 606.) D stribution fornulas for
renmote accounting station should take the additional travel requirenents of
such operations into consideration.

a. Approval Requirenents. The distribution fornula shall be
submtted to each appropriate Product Division and to the Resources
Di vi sion each year by August 15, with a brief covering menorandum
indicating the rationale used to insure equitable distribution of costs
anong the factories. Special or unusual circunstances governing the
proration of distributable expenses shall be explained in the covering
menor andum  The Divi si on Managers shall approve the subm ssion or forward
a revised distribution formula to the location within thirty days of
subm ssion. Unresol ved differences shall be submtted to the Controller
for review and deci sion.
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Sel ection of a reasonable distribution formula requires considerable
t hought and analysis. These distribution fornula nust be revi ewed
t hroughout the fiscal year to assure equity.

b. Criteria for Prorating General Expense. The followng criteria
shall be utilized as general quidelines to determne the proration of the
general costs for distribution anong the various factories, departnents and
Vocati onal Trai ning operations:

(1) Superintendent Sal ary/Rel ated Benefits--tinme spent for each
factory;

(2) Admnistrative Sal ari es/ Rel ated Benefits--base on paper
transactions processed by the Business Ofice;

(3) Quality Assurance--services rendered to each factory;

(4) Engineering and Maintenance--repairs and mai nt enance work
orders;

(5) Counseling and Pl acenent--nunber of inmates assi gned per
factory;

(6) Warehousing--total weight factor on incom ng and out goi ng
shi pnment of each factory and/ or average dollar val ue of
Mat eri al and Supplies and Fi ni shed Goods;

(7) Tel ephone FTS--by actual or instrunment basis;

(8 B &1 (Buildings and | nprovenents)--actual square footage
occupancy;

(9) Electricity--nmeter or KWH usage esti mate;

(10) Steam-neter or space occupancy and the high pressure based
on equi pnent denand;

(11) Wwater for production purposes--neter; and
(12) Al other incidentals--handled on an individual basis.
Where seperate neters are not feasible, the feasible, the

Superintendent shall arrange for the Bureau of Prisons Facilities
Adm ni strat or
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to make a survey to ascertain heat and power requirenents for each factory
within the industrial conplex. Reinbursenment for this service is
aut hori zed.

3. Apportioning to Vocational Training. Vocational Training (VT)
adm ni strative (business office/warehouse) and utility expenses shall be
estimated prior to the start of each fiscal year in accordance with the
criteria outline in par. 605.2(b) and charged to the VT account if the cost
is sufficient to justify recovery. Adm nistrative expense shall be limted
to the anount published in the annual operations nmenorandum on vocati onal
training. The Superintendent of Industries and Education shall review and
approve annual esti nates.

Estimated adm nistrative and utility charges shall be all ocated
equal ly each nonth through the fiscal year. Exanple: Estimted annual
adm ni strative charges of $2,400 shall be charged to VT at the rate of $200
per nonth.

4. Journal Entries. Expenses in general or control accounts shal
be cleared at the end of each nonth and distributed to each factory through
t he use of sub-account 57.38, Manufaturing Expense-Special. It is

inportant that all factories receiving the expense also pick it up through
the sane account. This prevents duplication of reported costs for planning
and budgetary purposes.

Al itenms reported as expense in sub-account 57.38 will be
summari zed on the back of the FPI Form 4, Summary of Expense. It is
sufficient to list on total figure for CGeneral and Adm ni strative Expenses
unl ess a nore detail ed breakdown is requested by the Siperintendent of
| ndustires, Factory Manager, or Product Line D vision Manager.

606. PREDETERM NED ANNUAL OVERHEAD APPLI CATI ON RATE

1. Definition. A definition of manufacturing overhead application
rate is the ratio of the toal projected production overhead expenses for a
factory or a departnent to the projected volune of acitivity. The specific
el ements invol ved are:

- Predet erm ned overhead costs for the comng fiscal year

- Projected direct |abor cost for the comng fiscal year.
(O her activity levels may be used with the approval of
Product and Resources Division Managers.)

Al t hough direct |abor cost wll be the nost comonly used
application base in UNICOR, others are acceptable and the foll ow ng
di scussi on provi des general guidance for selction.

2. Responsibilities. Determ nation of the annual overhead
application rate is the responsibility of the | ocation Business Manager.
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Factory Managers and | ocation Superintendents are responsible for providing
input as to their accountability for various expenses, the |evel of
production activity that is planned for the com ng year, and the
representative base to be used for applying predeterm ned rates. Factory
Managers and | ocati on Superintendents are responsi ble for review and
acceptance of the predeterm ned all ocati on base.

In sone instances, Product Division managenent nay assune the
responsibility for devel oping the predeterm ned annual overhead application
rate.

3. Approval. All rates are subject to Product D vision nmanagenent
approval. See paragraphs 609 and 605. 2

4. Revi sion During Year. Factory personnel, who determ ne a need
for revision of these predeterm ned annual overhead rates during the year,
may request such change by submtting a docunent that explains the need for
such, together with data that will support the proposed new rate. Interim
proposal s may not be inplenented until formal approval is provided by
Product D vi sion managenent.

5. Usi ng Actual Overhead. The use of actual overhead in lieu of a
predeterm ned rate may be authorized in sone cases. For exanple, a factory
that is working on one contract, for one custonmer, for long periods of tine
woul d be better served using actual overhead. Requests to use actual
overhead shall be submtted by a well supported docunent that explains the
need. Interimproposals will not be inplenented until formal approval is
provi ded by Product Division and Resources Division nmanagenent.

607. MANUFACTURI NG OVERHEAD BASE

1. Sel ecting an Overhead Base. The primary objective in selecting a
base is to determ ne the nost representative elenment in the manufacturing
process that can be related to overhead cost. For exanple, if factory
overheads is predom nately supervision (as in UNICOR), the proper base is
direct | abor cost or direct |abor hours.

A secondary objective in selecting a base is to mnimze clerical
cost and effort. Wen two or nore bases provide approxi mately the sane
appl i ed overhead cost, the easiest to apply nethod shoul d be used.

The foll owi ng bases have frequent use in applying factory overhead
cost: (1) units of production, (2) material costs, (3) direct |abor cost,
(4) direct | abor hours, and (5) machi ne hours.
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2. Selecting Base Activity Level. Base activity levels are rel ated
to expected volunme of activity. Three capacity (plant activity) |levels are
in common use: (1) Full, (2) Normal, and (3) Expected. Full capacity

| evel assunes all facilities will be used to the maxi num extent possible.
Normal capacity is based upon what usually takes place and relies to a
great extent on prior years experience. Expected capacity is based on a
forecast of what will happen in the comng year. Significantly different
annual i zed rates would result fromusing different capacity |evels.

The greater the level of activity (or capacity) used, the | esser
wll be the inpact of fixed overhead expenses per production unit.
I ncreasing levels of activity allow fixed expenses to be distributed over a
greater volune of products/services.

Vari abl e overhead expenses are not as significant a factor in
capacity level selection as they tend to increase in proportion to
increases in activity. The effect of sem variable expenses is greater then
vari abl e expenses, but not nearly as great as fixed overhead expense.

Since UNICOR factories have substantial anpbunts of fixed expenses, the

sel ection of capacity (activity) level is of great significance. If ful
capacity is considered to be a reasonabl e base, the resultant overhead rate
will be | ow and projected product costs will be reduced. |If expected

capacity is projected to be at a low |l evel, the resultant overhead rate
wi Il be higher and projected product costs will be higher.

Superintendents nust recogni ze that performance deviations from
sel ected capacity levels can ultimately affect reported profits. For
exanple, if full capacity was selected as the activity |level but actual
operations were substantially less than full capacity, a considerable

portion of overhead expenses would not be absorbed. In all probability,
significant | osses would result unless product selling prices far exceeded
production costs. |If expected capacity was selected at a | evel

substantially below full capacity but production activity significantly
exceeded expectations, factory profits would be substantial assum ng that
selling prices were based upon projected costs.

3. Predet erm ned Overhead Cost Elenents. The final conponent of the
overhead rate equation is the amount of overhead cost to be allocated to
jobs. Well devised Account 57, Manufacturing Expense, estimates jointly
devel oped by the Busi ness Manager, Factory Manager, and the Superi ntendent
shoul d provide the necessary input for this conponent. The nore
sophi sticated the estinmating process, the greater the chance for accuracy
in devel oping the overhead rate. An aid in making these estimtes is
hi storical costs fromthe FPI Form 4, Sunmary of
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Expense. Care should be taken to exclude nonrecurring costs (see Part 11.)
The best information avail able concerning future production activity and
probabl e market price increases for supplies, repairs, utilities, etc.,
will need to be considered. Increases in civilian salaries and planned

i ncreases or decreases in civilian staff and inmate indirect |abor also
need to be consi der ed.

Overhead costs that do not have a direct relationship to
production shoul d be excluded for overhead rate determ nati on purposes.
For exanpl e, product research or experinentation may be planned that had no
relationship to current products. To include these costs in devel oping an
overhead rate could not be justified. Care nust be taken, however, to
assure that excluded costs retain their visibility as deferred charges for
further wite-off or as O her Expense, Account 63, so that nanagenent gives
t hem adequate consideration in the overall planning process (pricing,
product |ine decision, etc.).

608. CALCULATI NG FACTORY OVERHEAD RATE

The factory overhead rate is determned as illustrated below. The
| evel of activity is divided into projected overhead costs to provide the
annual i zed overhead rate.

Proj ected Overhead Expenses
Esti mated Direct Labor Cost = Factory Overhead Rate

For exanple; direct |abor costs at full capacity of $123,000 for the
year, with overhead costs at full capacity of $900, 000, would result in an
overhead rate of 750% Direct |abor costs for this sane factory at
expect ed capacity $80,000 for the year, and overhead costs of $800, 000 at
expected capacity, would result in an overhead rate of 1,000% In both of
t hese exanpl es, fixed expenses were estimated at $500, 000. Semi vari abl e
expenses at full capacity were selected at $125,000, and vari abl e expenses
at $275,000. Sem vari able expenses at expected capacity were estimted at
$115, 000, and vari abl e expenses at $185, 000.

The inportance of selecting an appropriate base activity |level and
reasonabl e determ nation of projected overhead cost cannot be over
enphasi zed.

609. APPROVAL COF OVERHEAD APPLI CATI ON RATE

Product Division Manager approval is required prior to inplenenting
conput ed overhead rates. Factory, Business Ofice, and Product.
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Di vi sion personnel provide the information needs of the Superintendent.
When submtting the calculted overhead rate for division approval, the
Superint endent nust supply sufficient docunentation to facilitate an
understanding as to how the rate was determ ned. Resources D vision
personnel should supply Superintendents and Product D vision Managenent

i nformati on needs on an as requested basis. See paragraph 605. 2a regarding
the annual distribution fornula.

610. APPLI CATI ON OF OVERHEAD RATES

When direct | abor costs or hours is the selected overhead distribution
base, factory overhead is applied to jobs based upon the direct | abor
entries to jobs as recorded on FPI Form 9, Production O der and Cost Sheet
(see paragraph 306). Predeterm ned overhead rates are applied to FPI Form
9 entries for direct |abor costs or annotated hours. For exanple, $200
direct |abor charge to a job for the nonth with a 750% over head application
rate would result in the application of $1,500 in overhead expenses to the
job. Total applied overhead expenses for each job are carried forward to
FPI Form 51, Summary of Work in Process (see Exhibit 11-B, Part 11).

The resultant nonthly total of applied overhead to jobs on the FP
Form 51 provides the basis for a journal entry to Wrk in Process Inventory
(Journal Entry 17, Section 8502). The followi ng exanple is based on the
data in Exhibit 11-B.

Debi t Credit

Wrk in Process |Inventory 18.3 $8, 160
Over head Expense Applied 58 $8, 160

The actual factory overhead expenses for the nonth are accunulated in
vari ous sub-accounts (.1 to .40) to Account 57, Manufacturing Expense;
Account 61, Quality Assurance Expense; Account 62 Warehouse Expense; and
Account 63, Business Ofice Expense. (See Chart of Accounts, Section
8501.) These are summari zed each nonth on the Sunmary of Expense, FPI Form
4 (see Exhibit 11-A). The actual factory overhead is sunmari zed on the
mont hly Statenent of QOperations, FPI Form 3 and conpared to applied
overhead to identify the extent to which production for the nonth absorbed
t he anbunt of actual overhead expense incurred.

611. OVER/ UNDER- APPLI ED OVERHEAD
1. General. Over/under-applied overhead is not a general |edger

account. The anount of over/under-applied overhead is determ ned fromthe
mont hly summary of overhead on the Statenent of Qperations, FPI Form 3.
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2. Under appl i ed Overhead. Consistent nonthly underapplied overhead,

or an abnormally | arge balance in one nonth, nmay be the result of one or a
conbi nati on of the follow ng:

(1)

(2)

(3)

(4)
(5)

(6)

(7)

Reduced demand for products resulting in curtail nent of
production activity. As a result, insufficient production
activity to absorb the ongoi ng overhead expenses.

Production inefficiencies that were not contenpl ated when
over head expense allocation rates were established. For
exanpl e:

(a) Forenmen not obtaining an inmate work effort consistent
wi th the production plan.

(b) Abnormally |large anmounts of rejected products with
associated rework that is not charged to the job.

(c) Substantial changes in the inmate work force resulting
i n nunmerous untrai ned workers being used, rather than a
pl anned experienced work force.

(d) Downtinme due to inmate strikes, fog days, or other cal
outs.

Changes in product design that slows the planned production
work effort.

Poorly concei ved overhead expense all ocation rates.

Excessi ve overhead expenditures as conpared to expectations
such as costly machine repairs, and utility charge increases
beyond expectati ons.

| naccuracies in recording costs related to the allocation
base; e.g., inmate direct |abor charged as inmate indirect
| abor.

I naccuracies in applying allocation rates to production
| obs.
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3. Overapplied Overhead. Consistent overapplied overhead or an
abnormal ly | arge bal ance in one nonth may be the result of one or
conbi nati on of the follow ng:

(1) Full production when | ess thaan full production was
contenplated in the planning stages.

(2) Production efficiencies that were not contenpl ated when
overhead rates were established. For exanple:

(a) Forenen getting the nost frominmate enpl oyees.
(b) Availability of better training i nmates than expect ed.
(c) Less downtine than normal for the production period.

(d) Changes in product design that increased production
efficiencies beyond expectations.

(3) Poorly conceived overhead expense allocation rates.
(4) Expenditure control that exceeded expectations.

(5) Inaccuracies in recording costs related to the allocation

base; e.g., inmate indirect |abor charged as inmate direct
| abor.
4. Managenent Action. As previously noted, significant

over/under-appl i ed overhead provide a signal that the production effort is
not proceeding as planned. Sone devi ations may have been unavoi dabl e.
Nevert hel ess, factory managenent should, at |east, determ ne the cause(s)
and take corrective action as necessary. Such actions could include

i nprovi ng production efficiencies, revising standard overhead all ocation
rates, inproving controls related to overhead expenditures, elimnating
docunentation errors, or discontinuing product |ines that cannot be
processed with an acceptabl e degree of efficiency.

612. MANUFACTURI NG VARI ATI ON - EXCESS COSTS

It is UNTCOR policy to enter our products into Finished Goods
I nventory at no nore than 95, of the expected selling price to prevent
overstatenment of corporate inventory values. N nety-five percent of the
expected selling price is used because there are indirect costs associated
wth sales that are not included in the costs of productionat
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the factory level. These costs are estimated to be approxi nately 5% of
sales, and inventory is therefore valued to nmake all owance for these
expected future costs. These additional costs include |ocal nonproduction
rel ated expenses, Product Division admnistrative and nmarketing expenses,
and Cor porate Headquarters adm nistrative expenses.

| f abnormal material, |abor, overhead, and spoil age/rework vari ances
are recorded properly, there should be little need for this account. It is
possi bl e, however, that a price reduction or classification of products as
seconds will result in a need to wite-off excess costs. Costs in excess
of 95% selling price shall be debited to Accound 60.2, Inventory
Valuation-Wite-Of, and credited to Account 15, Finished Goods, through
JE-21d. For exanple, a product costing $120 which sells for $100 woul d
overstate assets by $25 if allowed to be put into Finished Goods |Inventory
at cost.

613. ORGANI ZATI ONAL EXPENSE

Organi zational costs for starting up new factory operations include
costs such as:

- Salaries of civilian and inmate staffs used to establish systens,
nmoni tor receipt of equi pnent/supplies, etc.

- Installation costs for equi pnent.

- Initial purchase of small equipnent, tools, office
equi pnent / suppl i es.

These costs may be accunmul ated in Account 40.1, Deferred and Prepaid
Expense Control-Start-Up Costs, wth the approval and the Resources
Di vision and anortized through Account 57.22 Manufacturing Expense Contr ol
- Anortization.

Organi zati on expenses of |ess than $15,000 shall be anortized over a
period of two (2) years. Oganization expenses of $15,000 or nore should

be anortized over a period of five (5) years. |In determning the period of
anortization, the Business Manager should revi ew excess expenses that may
reasonably be expected to be charged agai nst Account 40 in the future. |If

the total of expenses to date and those estimated for the future exceed
$15,000 then the five (5) year life should be used. (The mgjor itemto
consider is additional relocation expenses not yet settled.)
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Mont hly anortization of the account shall begin on the first day of
the nonth in which production begins. No additional itens should normally
be added to the Account 40 once production is underway. However, there are
sonme situations where additions are possible, for exanple, additional
rel ocati on expenses or machinery operating training is required. |If the
efforts to have all expenses recorded prior to the start of anortization do
not succeed, the nonthly anortization expense will be adjusted - not the
period of anortization. In no case shall the original 24 or 60 nonth
period be nodified. Thus, each addition in organi zation expense wl|
increase the nonthly anortizati on expense.

EXAMPLE. Organi zation expense of $18,000 is to be witten off at the rate
of $300 per nonth starting 12/1/80. In Novenber 1981, an additional $1,200
is determned to be part of the original organization expense and is
debited to Account 40. The total organization expense is now $19, 200.

This shall still be expensed by 11/30/81 and the nonthly anortization
expense is increased to $325, charge-off the $1, 200 over the renaining 48
nont hs or an additional $25 a nonth.
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PART 7
MANUFACTURI NG COST SYSTEMS, GENERAL
700. TYPES

Job order and process costing are the two principal approaches to cost
accounting used by FPI factories.

Job order costing is used in those situations where it is necessary of
desirable to identify costs related to a specific anount of production.
The quantity of production could be a single unit, sales order, batch, or
any ot her accunul ati on.

Process costing is used when products are nmanufactured in a relatively
conti nuous operation for a specified period of tine.

Standard costing is a systemused in part by FPI factories. It allows
conparison of actual costs to established standards as baselines to
generate data for managenent use in controlling operations.

These systens are discussed in Parts 8 and 9, and paragraph 110 of
t hi s Manual

701. AUTHORI TY TO SELECT SYSTEM

The Superintendent of Industries, wth the approval of the Product
Li ne Division Managers and Resources Division Manager shall determ ne the
nmost efficient cost systemto be inplenented based on information outlined
in paragraph 112, and Parts 7, 8, 9, and 10.

702. PRODUCTI ON RUNS

To enhance our techni ques of accurul ating reliable cost data and
enabl e production supervisors to control the physical flow of goods, a
production run should be scheduled in a manner not exceed 120 cal endar
days. Jobs or processes, with anticipated | onger production runs, should
be divided into controllable quantities or lots that can be conpleted
wi thin 120 days. The Product Line D vision Manager shall be notified of
all deviations fromthis procedure.

703. | NVENTORY VALUATI ON WRI TE- OFFS

It is UNFICOR policy to enter our products into Finished Goods
I nventory at no nore than 95% of the expected selling price to prevent
overstatenment of corporate inventory values. N nety-five percent of the
expected selling price is used because there are indirect costs associated
with sales that are not included in the costs of production
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at the factory level. These costs are estinated to be approxi mately 5% of
sales, and inventory is therefore valued to nmake all owance for these
expected futute costs. These additional costs include | occal

non- production rel ated expenses, Production Division admnistrative and
mar ket i ng expenses, Support Division adm nistrative expenses, and
Corportate Headquarters adm ni strative expenses.

| f abnormal material, |abor, overhead, and spoil age/rework vari ances
are recorded properly, there should be little need for this transaction.
It is possible, however, that a price reduction or classification of
products as seconds will result in a need to wite-off excess costs. Costs
in excess of 95%selling price shall be debited to Account 56.4, Inventory
Val uatioon Wite-offs, and credited to Account 15, Finished Goods, through
JE-21d. For exanple, a product costing $120 which sells for $100 woul d
overstate assets by $25 if allowed to be put into Finished Goods |Inventory
at cost.

704. JOB FOLDERS

Job order folders will be established and mai ntai ned i n accordance
wi th paragraph 202.
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PART 8
JOB ORDER COST SYSTEM
800. DEFI NI TI ON

A job order cost accounting systemis one whereby all costs of a job
or contract nove through the production process as a continiuously
identifiable unit. Costs are separately accunmulated and conpiled in
analytical form Material costs and work perfornmed vary fromjob to job.

801. BASI C PRI NCI PLES

The principles explained in the remai nder of this paragraph are basic
to a job order costs system

Job costs systens are used in those factories in which work is
initiated by issuance of a job order, which corresponds to a custoner's
order or a manufacturing order for stock, by the Product D vision Manager.

A Request for Special Authorization is required to produce for stock.
See Chapter 8500, Section 8509, Inventory, in the Accounting Manual .

The job order system should be inplenmented when the manufacturing
entails a variety of assenbled products and the end products are uniform
In such cases, a job-lot or job-batch will be established.

Costs of material, |abor, and manufacturing overhead are posted to a
cost sheet in analytical formto facilitate acunmulating totals by costs
el enents, and to support the General Ledger Bal ance Wirk in Process
| nventory.

Normal Iy, direct |abor cost is the basis for allocating or applying
overhead costs to each job.

Each job will be charged with nmaterial, |abor, and overhead until
conpleted. (See Exhibit 8-A).
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802. GUI DELI NES

1. Aut hori zing Production. All production in the factory shall be
aut hori zed by an approved Production Order and Cost Sheet, FPI Form 9 (see
paragraph 306). Cost sheets should serve as a managenent tool to evaluate
each job. This formw |l be initiated by the factory Manager from
information derived fromthe custoner orders or special authorizations.
Nunmber assigned to a given job may be nerely the next unassigned nunber in
a series of consecutive nunbers, or it may be an el aborate nunber to reveal
addi ti onal about the job. A Material Control List, FPI Form 48 (see
paragraph 305), shall be required for manufacturing, purchasing, and
costing each product. A copy of the Material Control List shall support
all material charges to the FPI Form 9. Al so, see subparagraph 802.2
regardi ng requisitions.

See Exhibit 8-A for a flow chart of accounting transactions used
in a job order cost system Part 3 contains instructions for preparing and
usi ng the various production costs docunents.

2. Direct Materials. Requisitions or voucher adjustnents are the
basic nmedia to support material charges on each respective FPI Form 9
Factory Managers wi Il approve all requisitions in accordance with the
gui delines of this Manual. Cenerally, total materials required for a job
should not be totally requisitioned at one tinme unless the job wll be
conpl eted during the sane nonth.

When a job is conpleted, the Material Control List and FPI Form 9
wll be reviewed for any unusual postings or excessive variations. The
Factory Manager or his representative shall explain or justify all unusual
charges or abnormal deviations before closing the job.

3. Direct Labor. Al inmate | abor costs which can be economcally
identified and traced to the manufacture of a product shall be charged to
the job. Daily time tickets, or other acceptable tine records, shall be
the posting nedia for direct |abor costs charged to each job. The Factory
Manager or his representative shall examne and initial all daily
ti mekeepi ng docunents before submtting themto the Business Ofice.

The Business Ofice shall post direct |abor to jobs through use
of the Monthly Labor Summary, FPI Form 19. These anounts shall be
summari zed and posted to the Production Order and Cost Sheet, FPI Form 9,
nmont hly or upon conpl eton of the job.
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In some situations, it would be better to charge direct |abor on
a predeterm ned or standard basis to overcone unw el dy accounting details.
Predet erm ned or standard | abor charges shall be justified, evaluated, and
approved by the Product and Resources Division Managers prior to use.
St andards used shall be based upon | abor estimate/tinme studi es established
on Schedul e of Labor Rated, FPI Form 58 for each product.

Vari ances fromestimates in excess of + 10% shall be evaluated to
determ ne cause. Consistent significant variances shall be cause to
initiate review of | abor standards for products and/or accumnul ati on of
| abor by job/process to determ ne reasons for variances. [In any event,

t hey should be reviewed at | east semannually to insure realistic cost
dat a.

4. Manuf acturing Overhead. Manufacturing overhead is applied to
work in process by actual costs or predeterm ned standard rates. At the
cl ose of each nonth or at the conpletion of each job, overhead is applied
t hrough the use of the current overhead rate. Part 6 contains detailed
instructions for cal culating overhead rates and di stributing manufacturing
over head expenses.

5. Job Conpletion. The Factory Manager shall devel op an internal
procedure for advising the Busi ness Manager of job conpletions. This can
be acconplished through inter-office neno, notation on finished goods
tickets, etc. The system devel oped should insure that notification is nmade
within 24 hours of conpletion to expedite shipnment, accounting, analysis of
the job. A system which incorporates notification to the Business Manager
several days prior to the job conpletion would result in nore effective
schedul i ng of shipping and nore efficient use and planni ng of warehouse
space.
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PART 9
PROCESS COST SYSTEM
900. DEFI NI'TI ON

A process is a step in manufacturing a product, and a process cost
systemis one in which costs are assenbled in terns of processes or
manuf act uri ng steps.

901. BASI C PRI NCI PLES

The enphasis in process costing is a period of tinme and the nunber of
units conpleted during that period of tine. Additionally, products may be
manuf actured for stock rather than for specific orders. Unlike job order
costing, where costs are recorded separately for each job, the enphasis in
process costing is on the accumul ation of costs for all untis worked on in
a departnent during a given period of tinme. The processed units in a
departnent are typically honogeneous in nature. Average unit costs are
determ ned and provide the basis for transferring costs from one processing
center to the next.

The process cost system should be inplemented under sonme of the
foll ow ng conditions:

- Conti nuous or mass production where individual itens or lots |ose
their identity.

- Production of a single product.

- Departnental i ze factories where the product of one process
becones the raw material of subsequent processes.

Because the output consists of like units, the same anounts of
materials, |abor, and overhead are chargeable to each unit
processed. Therefore, the average cost of a unit can be readily determ ned
at the end of each manufacturing process by dividing the total costs of
each process by the total units produced. The stage of conpletion is
usually estimated for products remaining in work in process. See Exhibits
9-A and 9-B for flow charts of process costsystens.

When establishing a process cost system it is essential that there be
a clear understanding of the term departnent. Departnent shall nean a
production area in which a piece or pieces of material are flowi ng fromone
work station to another without a break in the normal or
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continuous processing of that material. An exanple of a single departnent
woul d be a mail bag operation where canvas is cut, sewn at several
stations, grommets added, and ties threaded. Another would be a broom
operation where the handl es and straw m ght go through six or seven work
stations during production.

An exanple of a factory with two departnents would be a mail basket
factory. Reinforcing rods are cut and bent in one departnent and
transferred, when required, to another departnment for wel ding and assenbly
with the frames and canvas inserts. |In this case, there is not a
continuous flow and the products (rods) are transferred between the
departnments as needed and not as a normal or continuous flow of operations.

902. CHARG NG COSTS TO DEPARTMENTS

Since there are no jobs in a process cost system accounting for
production costs is sinplified. Raw material costs can be obtained from
summari es of requisitions by departnents, and direct |abor costs from
summari es of payroll costs by departnents. Aas such, each depart nent
shoul d have standards or estimates established for the material, |abor, and
overhead costs of its phase of the process. This shall be acconplished
t hrough use of a separate Unit Cost Estimate, FPI Form 73, for each
departnent and a sunmary Unit Estinmate for the entire process. This is
necessary to provide the standards by which costing, inventory, and
anal ysis of the process can be acconpli shed.

Overhead costs can be charged to departnents on a direct basis or can
be allocated to departnents through the use of departnental standard
overhead rates applied to either direct |abor costs or other neaningful
all ocation base; i.e., direct |abor hours, nmachine hours, etc. As a
m ni mum maj or overhead cost itens that can be readily identified with a
departnment should be charged on a direct basis; e.g., forenmen civilian
sal aries, mmjor equipnent depreciation, and indirect inmate |abor. Any
direct charge of overhead itens will elimnate those itens from overhead
expenses that will be allocated on the basis of standard rates.

A Monthly Process Cost Summary Sheet, FPI Form 59, is prepared for
each departnent or process. (See Exhibits 9-C and 9-D.) The Process Cost
Summary Sheet identifies the costs charged to a departnent during the
production period, the equivalent units produced, and the costs applicable
to each unit produced. Summarized departnental costs facilitate cost
analysis required in Part 2. The exanple illustrated in Exhibits 9-C and
9-D is based on a production nethodology with raw materials and direct
| abor entering the production cycle in different proportions during the
production run. The sanme format woul d be used,
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however, when raw materials and direct |abor enter the production cycle in
equal portions throughout the production process. Subparagraph 908.3
provi des instructions for preparing the Monthly Process Cost Sheet.

903. EQUI VALENT UNI' T COSTS

A basic objective of a process cost accounting systemis the
determ nation of unit processing costs for material, |abor, and overhead in
each processing departnent. Wen a departnent begins and ends a cost
period with partially units of products, the units conpleted in the
departnment are not an accurate neasure of the departnent's production.
Production nust be measured in terns of equivalent finished units and unit
costs becone equival ent finished unit costs. (See Exhibits 9-C and 9-D.)
The concept of an equivalent finished unit is based on the asunption that
it takes the same anmount of |abor, for instance, to finish one third of
three units as it takes to finish one unit. See subparagraph 908.3 F

904. WORK | N PROCESS | NVENTORI ES

The key to effective inplenentation of the process cost systemis
valid and accurate data on raw materials, direct |abor, applied overhead
expenses, and work in process (WP) inventories. Wth nmeaningful data
supplied, deficiencies in cost accunulations or inefficiencies in
production can be di scl osed.

Reasonabl e estimates of WP inventories are acceptable for short
periods of tine, but a physical inventory nmust be taken at |east three
times each fiscal year, to assure data reliability.

In order to accurately report operating incone or |oss, journal
entries are required, each nonth, to adjust the WP inventory bal ances in
the accounting records to estimted or physical inventory balances. It is
not necessary to adjust for mnor deviations between WP inventories as
recorded in the accounting records and WP inventory estimates. The
accounting records should be adjusted, however, for all deviations from
physi cal inventories.

905. DI RECT MATERI AL

Direct material required for production shall be ordered through use
of the Storeroom Requisition, FPI Form 49. (See paragraph 307.) The
Fact ory Manager shall devel op procedures to insure the control of naterial
fl ow by department. Locally devel oped count tickets shall be used for the
transfer of materials fromone departnent to another. Copies of these
shal |l be forwarded to the Business Ofice daily. The
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Busi ness O fice shall use these in conjunction with Storeroom Requisitions,
Unit Costs Estimates, and Factory Manager estinmates of percentage of work
conpleted to determ ne cost of units produced and endi ng bal ance in

Wor k-1 n-Process. The nethods for acconplishing this are outlined in the
instructions for the Monthly Proces Cost Summary Sheet, FPI Form 59, of
this part.

906. DI RECT LABOR

Each departnent supervisor shall sign and submt a daily tinme and
production sheet for work perfornmed by each inmate in his departnment. The
accounting clerk shall conpute and record total hours worked and rel ated
total dollar costs on a daily or weekly basis, or at the end of the nonth,
by each process departnent. Direct Labor remaining in process shal
represent the total Direct Labor costs of unconpleted units and shall be
reconciled with each physical work in process inventory.

907. MANUFACTURI NG OVERHEAD

Manuf acturi ng over head expenses may be charged direct to each
departnment as incurred where feasible or charged at nonth end on the basis
of predeterm ned rates. Separate overhead accounts and Sunmary of
Expenses, FPI Form 4, shall be maintained for each departnent.
Predeterm ned rates may be devised for a nunber of overhead pools or for
all overhead expenses of a factory. Various conbinations nmay be used such
as civilian salaries charged direct, cost of a maintenance pool on a
predeterm ned rate, and the bal ance of overhead expenses on anot her
predeterm ned rate. The rate for the maintenance pool could be sinple,
such as 20 percent of all maintenance pool expenses for each period charged
to a departnent.

Usual Iy, general type overhead expenses are allocated on a nore
conplex basis; i.e., total general expenses estimated for the year al ong
with an estimate for an allocation base, such as direct |abor cost or
hours. The estimate for the allocation basis is divided into the estinmated
over head expenses to arrive at a standard rate. The standard rate is
applied to actual base costs for the departnent for each period to arrive
at the overhead expenses applicable to a departnent for the period. (See
Part 6, Accunul ation and Control of Overhead Costs.)

908. MONTHLY PROCESS COST SUMVARY SHEET, FPI FORM 59

1. Monthly. Aat the close of each nonth, each type of tine is
summari zed on a master cost sheet (FPI Form 59, Exhibits 9-C and 9-D)
indicating total accumul ated costs for material, |abor, and applicable

overhead for that nonth. These cost data shall be further summrized in
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analytical formon FPI Form 51, Sunmary of Wbrk in Process (Part 11), wth
charges for conpleted products transferred to Finish Goods.

2. Conpletion of a Lot or Batch. Upon conpletion of a |ot or batch,
actual material and | abor costs shall be analyzed in conparison with
estimated costs.

3. Preparation. The Monthly Process Cost Summary Sheet, FPI Form
59, is prepared nonthly by the Business Ofice for each processing

departnment. Instructions for conpleting the formare |isted bel ow, keyed,
by Block letters, to the correspondi ng spaces on Exhibits 9-C and 9-D. In
those two exhibits, two sanple forns illustrate recording the flow of costs
for goods transferred fromone processing departnent to another.
Bl ock Expl anati on
A Mont h Ended. Enter nonth, |ast day, and year for the nonth
to which the Summary Sheet appli es.
B. Locati on. Nane of the Institution where | ocated.
C. | ndustry. Type of Industry.
D. Depart nment . Nane of processing departnent concerned.
E. Costs Charged Total costs to be accounted for are the tota
of
to the De- the material, |abor, and overhead charges for
the partnent. nmont h, plus costs transfered from ot her
departnents during that nonth and goods in
process in the departnent at the begi nning of
t he nont h.
F. Equi val ent This section is used to determ ne the
equi val ent
Unit Pro- unit processing cost for each of the el enents
of
cessing Costs. production for the nonth. To acconplish

this, it is necessary to know the nunber of
units in process at the begi nning of the
mont h, units stared and conpl eted during the
mont h, and the nunber of units in process at
the end of the nonth.

These units may be in various stages of
conpletion. If so, the fraction of a unit
added during the nonth nust be determ ned.
For exanple, if beginning inventories were
1/4 completed that nmonth. |If ending






Bl ock

G Goods in WP,
costs of
beqi ni nni ng of

nmont h, usi ng
nont h.

H. Goods started
cost

and fini shed.

| . Total cost of
represents
goods trans-
transferred to
ferred to
finished
goods.

J. Goods in WP,
costs of
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Expl anati on

inventory is 1/3 conplete, and there was no
begi nning inventory, then, 1/3 was added
during the nonth. This information is
preferably based on physical inventory;
however, neani ngful estimates of work in
process inventory by the Factory Manager may
be used.

Maki ng estimates is not a sinple process.
The Factory Manager shoul d devel op systematic
procedures or guide lines for estimating the
percentage of conpletion of materials and
| abor in process. He/she can use depart nent
Unit Cost Estimates (FPI Form 73), Materi al
Control Lists (FPI Form 48), and Mnthly
Labor Summary (FPlI Form 19).

These equivalent units are, then, divided
into costs added for the nonth to each of the
el ements (see Block E), to determ ne the
equi val ent unit processing cost.

This section sumrarizes the total process
goods in process at the beginning of the
begi nni ng costs plus costs added. This is
determ ned by using equival ent units added
times the equivalent unit processing costs.
This section sumrari zes the total process
of goods started and conpl eted during the
nmont h, using units processed tines the

equi val ent unit processing cost for the
nmont h, plus costs of goods transferred from
ot herdepartnents.

This is the total of Blocks G and H, and
the total accunul ated costs of goods

t he next departnent or to Finished Goods.

This section sumrarizes the total process



end of nonth. goods in process at the end of the nonth,
usi ng the equivalent units processed tines
t he equivalent unit processing cost, plus the
cost of goods transferred from ot her
depart nents.




Bl ock

K. Total costs
represents

accounted for.

L. Anal ysi s of

processi ng
Depart nent

Comment s

Acitvity
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Expl anati on

This is the total of Blocks | and J, and

total costs to be accounted for during the
month. It nust be equal to total costs
determned in Block E

Thi s section conpares equival ent unit
costs for the nmonth to cost esti mates.

shal |l be made providing the reasons for
significant variances and, if appropriate,
the corrective action to be taken. |If nore
space i s needed, use of the back of the Form
or attach an additional sheet.
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PART 10
STANDARD COST SYSTEM

Part 10 has been nmerged into paragraph 110. See that paragraph.
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PART 11
COST REPORTI NG
1100. REQUI REMENTS, GENERAL

Cost accounting reorts are, generally, for internal use to present the
financial results of production/service activities. They are designed to
hel p managers gui de, neasure, and judge--in financial terns--the operations
under their supervision.

The fornms discussed so far in this Manual are used, primarily, at the
factory level. The forns that are discussed in this Part are reports to be
submtted nonthly to the Product and Resources Divisions in accordance with
Chapter 8500, Section 8540, of the Accounting Manual for anlysis, review,
and conparison of operations. They are the:

- Summary of Expense, FPI Form 4. Summary of expenses for various
accounts such as manufacturing overhead, service departnents,
vocational training, etc. (Exhibit 11-A)

- Summary of Work in Process, FPI Form 51. Analysis of activity
and changes in WP inventory. (Exhibit 11-B)

- Mont hly Conpl eted Job Order Report, FPI Form 10. Summary and
anal ysis of conpleted jobs for the nonth. (Exhibit 11-C)

1101. RESPONSI BI LI TI ES
1. Superintendent of Industries. The Superintendent of Industries

is responsible for review ng and eval uati ng the accuracy and adequacy of
the reports and insuring tinmely subm ssions.

2. Resources Division. Resources Division personnel shall review
the fornms, nonthly, to insure proper format and consi stency wth other
monthly reports; e.g., FPI Form 2, Conparative Bal ance Sheet - Condensed
St at enent of Operati ons.

3. Product Division. The Product Division is responsible for
monthly review of the forns for reasonabl eness of entries, and
anal ysi s/ measurenent of effectiveness of factory operations.
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1102. SUMVARY OF EXPENSE, FPI FORM 4

1. Pur pose. The Summary of Expense, FPI Form4, is a
mul ti pur pose form whi ch provi des managenent with information concerning the
di stribution/classification of expenses for Manufacturing (Account 57),
Qual ity Assurance (Account 61), Warehouse (Account 62), Business Ofice
(Account 63), Selling (Account 64), Oher (Account 65), Pre-industrial
(Account 66), Support Division (Account 71), Product Division (Account 72),
Cor porate Adm nistrative (Account 73), Vocational Training (Account 75),
and Vocational Training Experinments (Account 76). The formmay al so be
used to report manufacturing departnent expenses.

The formidentifies the specific nature or types of expense
and al | ow conparison and anal ysis of current expense to prior year charge
for the sanme period.

A sanple FPI Form4 is illustrated in Exhibit 11-A

2. Responsibilities. The Business Managers have a
responsibility to ensure the accuracy of information reported. Accountants
are responsible for the preparation of these reports. Factory Managers and
Superintendents have a responsibility to review and anal yze the assenbl ed
data for consistency with planning docunents and determ ne reasons for
abnormalities (excessively high or |ow expenditures for the accounting
period).

3. Frequency. The original of the formw Il be submtted to
Central Ofice (Resources Division) and a copy to the Product D vision
concerned by the 12th cal endar day of the nonth follow ng the one to which
the report applies.

The formw ||l be prepared nonthly for Manufacturing Expense
Control (57), Ceneral Corporate Adm nistrative Expense (73), and Support
Di vi si on Expense (71) and Product Division Expense (72). Quarterly reports
wll be made for all other operational and non-operational expense
accounts.

4. Basic Principles. The FPI Form4 is prepared from
accounting data nmai ntained by the Business Ofice and provides detailed
information related to factory expenditures other than for raw materials
and direct labor. These expenditures are a significant elenent in factory
operations and nust be controlled to assure operating efficiency. The Form
4 reports provide a nanagenent tool for review and analysis as to the
ef fectiveness of established controls.

Conpari son of reported expenditures with planning docunents
can di scl ose inconsistencies that need to be reviewed for cause and pos-
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Exhibit 11-A
Summary of Cost Expense
FPI Form 4



sible corrective action.
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Conparison of nonthly charges may provide

expl anation for significant variances on the Overhead Analysis on the FP
3, such as abnornmalities in | ost and damaged goods, nachine repairs,
factory supplies,

Form

prepari ng Summary of Expense, FPI Form 4

5. Pr epar ati on

inmate i ndirect | abor.

The follow ng instructions are guidelines for

The Bl ock | etter designations

are keyed to correspondi ng spaces on the Formillustrated in Exhibit 11-A

Bl ock

A

B
C.
D

subsi

| ndustry.

Locati on.

Dat e.

Type.

Account .

Thi s Mont h
di -
Anpunt .

Thi s Fisca
Year to Date
Anpunt .

Sane Peri od.

Total Factory

Expense This
Mont h.

Expl anati on

Enter designated factory title.
Location of the Insitution.
Mont h and year for period of report.

Enter nom nal account or service departnent being
reported; i.e., Manufacturing Expense, Sales
Expense, Vocational Expense, Business Ofice,
Qual ity Assurance, etc.

Enter nom nal account nunber that identifies type
in Block D; i.e., 57, 50, 63, etc. Account 57

w || have several subsidiaries that nay be
identified as A - Factory, B - Business Ofice, C
- Warehouse, etc.

Enter total of nonthly charges to applicable

ary account to the nom nal account being reported.
This total is arrived at after posting all journal
entries to the General Ledger Subsidiary Expense
Card for the nonth.

Enter the cunul ative anmount accumul ated for the
fiscal year fromthe CGeneral Ledger Subsidiary
Expense Card.

otain these figures from Colum G of the FPI Form
Last Year. 4 prior year report for
t he nonth being report ed.

Total of all entries.
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1103. SUMVARY OF WORK- | N- PROCESS, FPI FORM 51

1. Purpose. The FPI Form 51, Summary of Work-In-Process,
provides a nonthly summary of jobs identifying Wrk-In-Process Beginning,
Charges for the Month, Credits for the Month, and Wrk-1n-Process Endi ng.
The data furnished by this report is utilized by the:

- Product Division Ofice to nonitor factory production.

- Business O fice to summarize and reconcil e nonthly charges
as entered on open Process Cost Summary Sheets, FPI Form 59,
and Production Order and Cost Sheets, FPI Form9, to the
Ceneral Ledger bal ance for Wirk-In-Process, Account 18.

- Business O fice to reflect total credits to WP for Journa
Entry preparation of debits to Finished Goods, Raw
Mat eri al s, Overhead Expense, Mnufacturing Variations, and
the 95% adj ustment for any costs in excess of selling price.

A sanple Form51 is illustrated as Exhibit 11-B.

2. Responsibilities. The Business Manager is responsible for
preparing the Form 51, and the Business Manager, and the Superintendent of
| ndustries nmust be assured that information reported on the formreflects
accur ate dat a.

Factory Managers have a responsibility to assure that data
supplied on FPI Forns 9 and WP ending inventory bal ances are reasonably
accurate and reliable.

Product Division Mangers have a responsibility to review and
anal yze Form 51 subm ssions. Consideration should be given to further
i nvestigation and operational guidance for significant: (1) cost
wite-offs in excess of 95% of selling price (2) charges to abnorma
spoi | age/ scrap | osses, and (3) charges or credits to variance accounts.

Resources Division personnel have review and anal ysi s
responsibilites to assure that the Form51 is properly prepared and
submtted on a tinely basis.

3. Basic Principles. The FPI Form51 is a nonthly summary of
applied costs to production activity by job order. The formis prepared by
t he Business O fice personnel fromcopies of the Factory Manager's FPlI Form
9.




Exhibit B

Summary of Wbrk-In-Process

FPI

Form 51
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The Form51 is primarily an accounti ng docunent which supports
Journal Entries 18. (See Chapter 8500, Section 8502, Journal Entries, in
the Accounting Manual.) Journal Entry 18 transfers conpl eted production
fromWP Inventory to Finished Goods Inventory, or to Raw Materials
| nventory, for conponent parts produced.

The doll ar amount of variances is determ ned by conparing applied
costs fromthe Forns 9 to actual costs shown in the accounting records.

Abnormal costs of rework/scrap resulting frominefficient
production activity as reported on Defective Wrk/ Scrap Reports, FPI Form
31, are also incorporated in Journal Entry 18a for docunmentation to the
accounting records.

Journal Entry 21d is an adjusting entry to wite-down transfers
to Finished Goods Inventory to 95% of unit selling prices if those
transfers exceed the 95%criteria. See paragraph 612. The data for
Journal Entry 21d requires a conparison of unit valves transferred to
Fi ni shed Goods with unit selling prices. Such wite-downs warrant factory
managenent review for followup on the reasons for the excess costs.

End of accounting period WP inventory valuations are al so shown
on the Form 51, and warrant review by factory nanagenent to assure
consi stency with the actual WP inventory at the close of the accounting
peri od.

4. Preparation. Each nonth, a Business office enpl oyee nust prepare
the Form51 fromFPI Form9 or FPI Form 59. WP charges for the nonth
shoul d be reconciled with applicable General Ledger accounts, and any
vari ances determ ned for adjustnent of WP inventory bal ances.

Charges to Finished Goods inventory mnmust be determ ned and, if
necessary, adjustnments made to preclude unit valuations from bei ng
transferred to Finished Goods Inventory in excess of 95% of selling price.

Each nmonth, the original of the FPI Form 51 will be submitted to
t he Resources Division by the 12th cal endar day of the followng nonth with
one copy sent to the applicable Product D vision. Sufficient additional
copies wll be prepared to serve the needs of the Business Ofice and the
Fact ory Manager.

The follow ng instructions, keyed to Exhibit 11-B, shall be
fol |l oned when preparing the report:



Bl ock

Sheet No.

m O O ® >

T

| ndustry.

Locat ed at.

Mont h of.
Job No.

NSN or FPI
Part No.

Descri pti on.

Selling
Price.

Quantity
O der ed.

Quantity
Conpl et ed
to Dat e.

Bal ance
Beqgi nni ng
of Month
Mat eri al

Bal ance
Beqi nni ng of

Mont h, Labor

Bal ance
Beqi nni ng of

Mont h
Over head

Charges for
Mont h,
Mat eri al

Charges for
Mont h, Labor
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Expl anati on

| f nore than one page is required, in the upper right
corner, nunber the pages; e.g., if there are two pages,
enter Sheet 1 of 1 on the first page, and Sheet 2 of 2
on the second page.

Factory nane.

Location of the Institution.

Mont h and year.

Job Nunber.

Applicabl e National Stock Nunmber or UN COR Product

Part Nunber.

Description such as desk, table, washcloth,etc.

Current selling price for the product. Provides a
ready source to conpare Finished Goods charges and WP
bal ances to selling price by units.

Nunber of units schedul ed for production fromthe
Form 9.

Enter the cunul ative tota
the nonth being reported.

of units produced through

Balance of materi al
endi ng bal ance,

costs in process forwarded from
previ ous nonthly report.

Bal ance of | abor costs in process forwarded from end-
i ng bal ance, previous nonthly report.

Bal ance of overhead cost in process forwarded from
endi ng bal ance, previous nonthly report.

Monet ary val ue of materials charged to the Production
O der.

Direct |abor charges for the nonth as based on the
Mont hly Labor Summary, FPI Form 17,



and entered on Production Orders
and Cost Sheets, Form 9.

O Charges for Applied overhead to job for the nmonth utilizing
Mont h, annual fixed overhead rate applied to the base and

Over head posted to the FPI Form 9.



Bl ock
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Expl anati on

Acct . Enter asset or expense account to be debited when
removi ng goods from Wrk-In-Process. The norma
entry will be Account15, Finished Goods; however,
entries will occasionally be charged to Account
20, Raw Materials, or Account 60.2, Inventory
Variation Valuation Wite-Of.

Units. Enter the nunber of end products renoved or
credited fromwork in process for the nonth based
on Finished Goods receiving reports recived for
the nonth and entered on the FPI Form 9.

Credits for Material cost transferred fromWP to applicable

the Month inventory or expense account. The unit cost for

this

Mat eri al . transfer is based on the material cost as shown on

t he FPI Form 9
Credits for Direct Labor cost transferred fromWP to
appl i cabl e

the Month i nventory or expense account. The unit cost for

this

Labor. transfer is usually based on the |abor cost as

shown on the FPI Form 9
Credits for Appl i ed overhead charged to the job based on
di rect
the Month | abor charges, for the nonth in Block S. Rate is
Over head. based on the authorized annual fixed rate posted
on the FPI Form 9
Bal ance End Normal Iy, this figure will be the difference

bet ween

of Month
Units.

m nus

Bal ance End

of Month
Mat eri al .

Bal ance End

of Month
Labor.

Bal ance End

of Month
Over head.

the quantity scheduled to be produced on the job
order and the quantity finished to date. Colum H
Colum |I.

Cost of material retained in Wrk-in-Process after
all applicable charges for the nonth are
acconpl i shed.

Cost of direct labor retained in WP after all
appl i cabl e charges for the nonth are acconpli shed.

Cost of applied overhead retained in WP after al
appl i cabl e charges for the nonth are acconpli shed.



Y. Subt ot al s. Enter subtotals for Blocks, J, K L, M N O R
S, T, V, W AND X

Z | nvent ory Enter inventory adjustnents as applicable.
Adj ust nent s.
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Bl ock Expl anati on
AA. Totals. Enter totals for Block J, K, L, M N O R S T,
VvV, W and X
BB. Totals Summari ze Begi nni ng Bal ances for Material, Labor
and
Beqgi nni ng Overhead, Line BB, Blocks J, Kand L. Enter total.
Bal ances.
CC. Totals Summari ze charges for nonth for Material, Labor
and
Char ges. Overhead, Line BB. Blocks M N, and O Enter
total.
DD. Totals Summari ze charges to Wirk-In-Process, Line BB
Bl ocks
Credits. R S, and T. Enter total.
EE. Bal ance Summari ze endi ng bal ances for Mterial, Labor and
End of Month Overhead, Line BB, Blocks V, W and X Enter
total.
FF. Finished Thi s bl ock provides an exanpl e of how the 95%
adj ust
&oods ment should be identified on this report by job.
The
Adj ust nent . total arrived at for an adjustnment to Finished
Good is the diffference between the shelling price
and 95% of the selling price. Acredit is made to
Account 18 through Journal Entry 18. The debit
account to accumnul ate year-to-date activity for this

information i s Account 56. 4, Cost of Sal es-Inventory
Val uation Wite-off.

GG Recap. Recap of credits to work in process by account.
Tot al shal | equal total of EE
1104. MONTHLY COMPLETED JOB ORDER REPORT, FPI FORM 10

1. Purpose. FPI Form 10 is a nonthly report which provides a
listing of Production Orders conpleted during the nonth. (See Exhi bit
11-C.) The report identifies cunulative costs for Material, Labor and
Overhead that were charged to the Production Order and Cost Sheet, FPI Form
9, and to the Sunmmary of Work in Process, FPI Form 51. The report provides
colums to conpare total manufacturing cost to the selling price and to
report the anmount of profit/loss derived.

2. Responsibilities. The Business Manager is responsible for
preparing and submtting the Monthly Conpleted Job Order Reports, based




upon FPI Form 9, furnished by the Factory Manager. Follow ng review by the
| ocati on Superintendent, the original is to be mailed to the Resources
Division with one copy to the applicable Product Division by the 12th

cal endar day of the nonth follow ng the one to which the report applies.

Product Division and factory personnel are responsible for
review and analysis of this report.



Exhi bit 11-C
Mont hly Conpl eted Job O der

FPI

Form 10

Report
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3.

reported on each job.

Basi c Principles.
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This report summarizes all of the nonthly data
As a result, the overall production efficiency and

profit and | oss pertaining to each job are available for review and

anal ysi s.
pr oduct

Deci si ons can be nade as to the need for sales price increases,
lines to be featured in obtaining additional orders, and production

areas that need to be inproved to attain production efficiency.

4. Pr epar ati on

The follow ng instructions are provided for

preparing the Monthly Conpleted Job Order Report, FPI Form 10. The Bl ock
| etter designations correspond to spacesd on the formillustrated in
Exhibit 11-C.

Bl ock

Locati on

(no letter)

A
B

G

Mont h.
Job Date.

Job No.

Nunber
Conpl et ed.

Descri pti on.

NSN- Part No.

Cost ,
Mat eri al .

Cost Labor.

Cost

Over head.

Cost, Total.

Sel ling

Expl anati on

In top center, belowtitle of report, enter nane
of
Location of Institution.

Enter nonth and year for nonth being reported.

Enter date that the job was started as shown on
the Production Order and Cost Sheet, FPI 9.

Enter the job nunber fromthe applicable FPI Form
9.

The total nunber of units produced on the job.
| dentify the item produced, such as desk, chair,
wash cl ot h.

The National Stock Nunmber of FPlI Product Part
Nunber as applicabl e.

Currul ative direct charges to the Form9 for the
entire job.

Cumul ative direct inmate | abor charges to the Form
9 of the entire job.

Currul ati ve applied overhead charges to the Form9
for
the entire job.

The total amounts entered in Colums G H, and
for that job.

Current, approved selling price fot that job.
Qobtain fromwork order.



L. Profit/lLoss. Profit or loss for the job. Represents Block K
mnus J. Enter a loss, if any, in parentheses as a
negati ve anount.
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100. VOUCHER AND SCHEDULE OF W THDRAWALS AND CREDI TS ( SF-1081)

An SF-1081 is prescribed for use as a conbi ned voucher and schedul e by
agencies within the Treasury disbursing area to process expenditure

w thdrawal s and credits between appropriations and fund and recei pt
accounts when checks are not to be delivered to the billing office, and
t hey cannot be billed through OPAC.

101. PREPARATI ON OF A SF-1081 - CGENERAL

1. The billing office nust initiate an SF-1081. The billing office nust
identify the accounting station (Departnent/Bureau) to receive the credit

by:

Narme,

Agency | ocation code (ALC),

Mai | i ng address,

Appropriation, fund, or receipt synbol to be credited, and
Amount that is to be credited.

The billing office shall then assign an invoice nunber to the SF-1081,
retain a pending copy and forward the original and one copy of the
remai ni ng SF-1081 package to the office to be billed.

The billed office nmust then identify their accounting station by:

Name (Departnent/ Bureau),

ALC,

Mai | i ng address,

Appropriation, fund, or receipt synbol to be charged.

The anount of paynent nust equal the anpbunt billed. A voucher nunber shal
be assigned and the SF-1081 shall be conpleted and certified as
appropriate. The billed office shall retain a copy and forward the
original to the billing office. A copy of the SF-1081 shall be forwarded
to the accountant for processing through the Accounts Payabl e nodul e of
SYM X.

2. The custoner agency shall report both the billing and receiving
transactions acconplished on the SF-1081 on their nonthly SF-224. No
copies of the SF-1081 are required to be sent to Treasury. The SF-224 w ||l
be the docunent used by Treasury to transfer funds.

102. OPAC

Upon receiving an OPAC billing, the accountant shall process the
transaction through the Accounts Payabl e nodul e of SYM X, generating a
manual schedul e and assigning it a voucher nunber. The certifying officer
shal | sign the voucher attesting that the paynent was | egal and proper.
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|f there are any discrepancies in the billing, the Business Manager shal
insure that the billing agency is contacted prior to maki ng any adjustnents
t hrough GOALS.

103. C VI LI AN PAYROLL

The civilian payroll is transmtted by the Departnent of Justice to field
sites via the Financial Mnagenent Information System (FMS). Upon
receiving the payroll fromthe institution Finance Ofice, FPlI Business
Ofice staff shall post it to the journal through the Accounts Payable
nodul e of SYM X no later than Thursday of each pay week. |If the actua
civilian payroll data is not available, FPlI Business Ofice staff shal
post an estimate. When the actual data becones available, the estimte
shall be revised and the actual data posted at that tine.

The civilian payroll is not reported on the Statement of Transactions (SF-
224). However, the total of the biweekly payrolls received and posted for
the nonth nmust bal ance to the nmonthly National Finance Center (NFC) Payrol
Abstract.

104. REPORTI NG OF CASH TRANSACTI ONS TO TREASURY

1. Each accounting officer shall maintain records of accountability (al
acconpl i shed di sbursing and recei pt docunents and any pendi ng docunents not
yet acconplished).

2. The SF-224 is a nonthly report of transactions with the Treasury
Di sbursenment O ficer that is transmtted through Treasury’s GOALS system
| f discrepancies are discovered after the nonthly subm ssion of the SF-224,
the submtting office shall nake correcting entries on the foll ow ng
month’s report.

Instructions for conpleting the SF-224 are contained in the Treasury
Fi nanci al Manual .

105. RECONCI LI ATION OF THE SF-224 TO THE STATEMENT OF
DI FFERENCES ( TFS 6652)

The Busi ness Manager shall insure that the Statenent of D fferences (TFS
Form 6652) is reconciled nmonthly with the SF-224 and appropriate
adj ustnents are nade on the general |edger and the SF-224.

106. ACCOUNTI NG FOR VOUCHERS/ DI SBURSEMENTS

1. The Business Manager shall insure that all paynents are processed
t hrough the SYM X Accounts Payabl e nodul e i ncluding those paynents
processed through Treasury di sbursing centers, through OPAC, and through
t he Departnent of Justice (i.e. civilian payroll).
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2. The SYM X Accounts Payabl e nodul e assi gns voucher and schedul e
nunbers when paynents are processed. Therefore the Business Ofice is not
required to maintain a manual |og of voucher/schedul e nunbers.

3. At the beginning of each fiscal year, the Business Manager shal
i nsure that the vouchers and schedul es are controlled using a new nunerical
sequence containing the last digit of the new fiscal year.

4. At the end of each nonth, the Accountant shall insure that the
general | edger Voucher Receipts account (21500) is reconciled to the A/IP
Agi ng Report and that the Vouchers in Transit account (21000) is reconciled
to the In Transit Voucher Report.

5. The Busi ness Manager shall insure that a confirmed schedule listing
is extracted from GOALS at the end of the nonth.

The Accountant or Accounting Technician shall post the appropriate check
nunber to the appropriate voucher in the “In-Transit” screen of the
Account s Payabl e nodul e.

6. Upon receiving the confirnmed schedul es report from Treasury, the
Accountant shall prepare a journal entry at nonth end recordi ng paynents by
the Disbursing Oficer for the nonth.

107. ACCRUED EXPENSES

Accrued expenses are expenses related to services or goods received in one
accounting period and payable during a future period. In order to properly
mat ch expenses to the period in which the benefit is received, the Business
Manager shall insure applicable expenses are accrued as necessary. |If the
anount is not certain, estimates shall be used.

Common exanpl es of accruals are civilian payroll, inmate wages, or utility
costs in which the charge is known wwth a high degree of certainty but wll
not be paid until the follow ng period.

The Business O fice shall accrue expenses using Journal Entry 10, charging
t he appropriate expense account and crediting Accrued Expenses Payabl e
(account nunber 24000).

108. RECONCI LI ATI ON OF CASH TRANSACTI ONS

The Fi nancial Manager in the Financial Mnagenment Branch (FMB) shall insure
that the Corporate cash balance is reconciled each nonth. This shall be
acconpl i shed by reconciling the net disbursenents and civilian payrol
charges as reported by field locations on the SF-224 and the NFC Payrol
Abstract to the Treasury Monthly Report 6653 of net disbursenents by

| ocati on.

The Fi nancial Manager shall report differences to field | ocations, the
Departnent of Justice, or U S. Treasury as required, for correction or
reporting in the next nonth.
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PART 1
| NTRODUCTI ON

100. | NTRODUCTI ON

Fi xed assets are those tangi bl e assets acquired by UNI COR which benefit the
Cor poration over long periods of time. Fixed assets include such itens as
bui | di ngs, equi pnent, patterns and dies, tooling and construction. These
assets are accounted for in separate general |edger accounts to facilitate
accountability, physical control, and reporting, and provide for equitable,
systematic allocation of asset costs to production jobs.

UNI COR prescribes that itens accounted for as fixed assets nust have a
useful life of five or nore years. In addition, machinery and equi pnent
nmust have a val ue of $5,000 or nore, and buil dings and inprovenents mnust
have a val ue of $4,000 or nore. A building inprovenent nust significantly
extend the useful life of the building or structure to justify
capitalization of such costs.
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PART 2
MACHI NERY AND EQUI PMENT
200. ACQUI SI TI ONS - GENERAL

The acqui sition of machi nery and equi pnent from any source shall be in
accordance with current Federal Procurenent Regul ations. Those regul ations
establish a basic policy that property acquisitions be of requisite
quality, obtainable within necessary tinme constraints and at reasonabl e
cost, utilizing conpetitive procurenent nethods to the nmaxi mum extent
practicable. Before taking procurenment action, UNICOR activities wll
conply with applicable |aws and regul ations relative to obtaining property
from governnent sources and contracts of other governnent agenci es.

Gover nment sources include excess and surplus stocks in the hands of any
gover nnent agency, Federal Supply Schedul es, General Services

Adm ni stration Stores Stock, Federal Supply Service Consolidated Purchase
Prograns, UNI COR, and National Industries for the Blind.

201. ACQUI SI TI ONS - SPECI AL AUTHORI ZATI ONS

1. Speci al Authorizations, FPI Form 27 Request for Speci al

Aut hori zation (RSA), are required for the acquisition of

machi nery and equi pnment when the anticipated cost or value of a
group, program or equi pnent project involving simlar or |ike
items or an individual itemis $5, 000 or nore. This includes
donable as well as purchased itens. FPI Form 27 are required for
all acquisitions of conmputer hardware, bookkeepi ng machi nes, and
nmot or vehicles regardl ess of cost.

ON DONABLE | TEMS, THE ORI G NAL COST IS THE AMOUNT WHI CH

DETERM NES | F A SPECI AL AUTHORI ZATI ON | S REQUESTED. The speci a
aut hori zation shall show the original cost, however, it shall be
submtted for the actual anobunt to be expended i ncl udi ng
transportation and installation cost. Al special authorizations
for donable itens of greater than $5,000 shall be approved by the
appropriate Division Manager. (See Section 8540 for FPI Form 27
preparation instructions.)

2. Repl acenent / Mai nt enance Machi nery and Equi pnent

a. Machi nery and equi pment required to repl ace
current equi pnent, that does not significantly change
the productivity or efficiency of an operation, is
consi dered Repl acenent/ Mai ntenance M & E, (e.g.,
replacing a worn out netal press).
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b. Product Division and staff offices will forecast
their anticipated fiscal year requirenents for this
equi pnrent for the annual Corporate Pl anning Conference.
The forecast shall be based upon the actual known
requirenents to the extent possible, and be coordi nated
wi th each factory in the Product Division.

Cor porate Managenent will review all requests at the
conference and approve funding for next year as
appropriate. Decisions shall be based upon
availability of funds, future planning for activities

i nvol ved, and ot her considerations which may effect the
benefit of such funding.

C. Product Division and staff offices will then
submt an FPI Form 27, RSA, for the approved anmount to
the Controller, Resources Division, who i ssue a naster
speci al authorization granting themthe authority to
spend the allotted funds over the designated period of
tine.

d. When field |l ocations request authority to
repair/replace machi nery or equi pnent of a Product
Division or staff office, the RSA should include
sufficient information on the machines to be repl aced
to permt proper evaluation. A Request for Special
Aut hori zation shall be cross referenced with FPI Form
30, Report of Survey. A Report of Survey (See

di sposals in this section and Section 8540 for
preparation instructions), is required when a di sposal
of like property is involved. To the extent possible,
both the FPI Form 27 and FPI Form 30 shall be submtted
together to the Product Division Manager of staff

of fice.

e. Once the master special authorization is received
by the Division Managers and the Controller, they may
approve the individual special authorizations for the
equi pnent to be procured for their respective activity.
Speci al authorizations approved by the Division Manager
and Controller wll bear the nunber designated on the
mast er authorization and in addition, will be
individually serialized by sequential nunbers. For
exanple, if the master authorization nunber 1601 and
the first individual special authorization is being
approved, the Request for Special Authorization form
woul d be nunbered 1601. 1.

Moder ni zati on Machi nery and Equi pnent

a. Machi nery and equi pment required to noderni ze a
current operation or start a new operation is

consi dered Moderni zation M & E. Equipnent in this
category should significantly inprove the
productivity/efficiency of an operation through

i ncreased capacity, automation, or quality of a
product. Equi prent needed to start a new operation




product line or factory is also in this category.
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b. Product Divisions and staff offices wll forecast
their anticipated fiscal year requirenents for this
equi pnrent for the Corporate Annual Pl anning Conference.
The forecast shall be based upon actual known
requirenents to the extent possible, and be coordi nated
with each factory in the division. Corporate
Managenment will review all requests at the conference
and approve funding for the next year as appropriate.
Deci si ons shall be based upon availability of funds,
future planning for activities involved, and ot her
consi derations which may effect the benefit of such

f undi ng.

C. Upon Board of Directors approval of a funding

| evel for nodernization machi nery and equi pnent, the
Controller wll assign a master RSA nunber for the
program The Controller will maintain control of the
program and assign all authorization nunbers for
program expenditures as they are approved by the Deputy
Associ ate Comm ssi oner.

d. Field I ocations will request formal authority to
procure approved itenms on FPI Form 27 through the
affected Product Division or staff office. Upon

Di vision approval, the RSA will be forwarded to a
Deputy Associ ate Comm ssioner for fiscal approved.

202. EXCEPTI ONS

1. Separate RSAs bearing the appropriate master nunber and
sequential nunber shall be submtted to the appropriate Deputy
Associ ate Comm ssioner for the foll ow ng:

a. Vehi cl es (exclusive of forklift and simlar
mat eri al s handl i ng vehi cl es and bookkeepi ng machi nes).

b. Any single itemin excess of $50, 000.

C. Any single itemin excess of 20% of the tota
Di vision allocation for Replacenent/ Mai ntenance
Machi nery & Equi prment .

2. A separate unnunbered RSA for M&E requirenments for

establi shment of new industries or major conversion wll be
submtted by the Product Division Manager to the Associate
Comm ssi oner or Secretary of the Board of Directors for approval.
Such requests will contain an item zed listing and sufficient
justification to all ow appropriate review by corporate
managenent .
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QUARTERLY REPCRT OF MACHI NERY AND EQUI PMENT EXPENDI TURES

Each location will submt a quarterly report of Machinery and Equi pnent
expendi tures summari zi ng aut hori zed and actual expenditures, donations, and
di sposal s.

204.

MACHI NERY AND EQUI PMENT ACQUI RED W THOUT EXCHANGE OF FUNDS OR AT A
NOM NAL VALUE

1. In connection with the acquisition of excess and surplus
property, the law permit UNICOR to acquire such property w thout
exchange of funds where the transferring agency does not require
rei mbursenment. The provision reads as foll ows:

"For its own use in the industrial enploynent and training of
prisoners and not for transfer or disposition, transfers of
surplus property under the Surplus Property Act of 1944, may be
made to Federal Prison Industries, Incorporated w thout

rei nbursenent to transfer of funds." (18 U S. C. 4122)

Purchase orders for such transfers shall bear the foll ow ng
notation: "Transfer to be nmade w t hout exchange of funds in
accordance wwth 50 U . S.C. 1621a, 18 U S. C. 4122."

Ful | advant age of excess property lists should be taken to secure
needed machi nery and equi pnment at nom nal cost or w thout
exchange of funds.

2. There nmust be a definite need within a reasonabl e period
before such property is acquired. Upon receipt of such

equi pnent, the warehouse shall prepare a receiving report for the
equi pnrent at no value. Machinery and equi pnent acquired at

nom nal cost or w thout exchange of funds, but having an ori gi nal
acqui sition cost of $10,000 or nore, shall be appraised on FP
Form 30, Report of Survey, (See Section 8540, Report and Forns),
by a Board of Survey appointed by the Superintendent. This Board
shal | consist of an accountant, a store-keeper, and the foreman
of the departnent, shop, or factory concerned. The appraised

val ue assigned, including restoration, installation and
transportation should result in a fair market value for a simlar
item Donabl e values assigned to acquisitions which have extra
features or capacities exceeding requirenents shall be limted to
the fair market value of an item neeting the factory's needs.

The Board nust neet and determ ne the value to be assigned within
five workdays. All itenms valued at greater than $10,000 nust be
approved by the Controller. To expedite the Controller approval
process the initial approval may be attained via the tel ephone.
However, written approval nust be attained after the fact. All
apprai sal s should be recorded on FPI Form 30, Report of Survey.
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3. \Wen the appraised val ue of such equipnent is |less than $10, 000, any
related acquisition cost shall be charged to an appropriate expense
account. \Wen the appraised value is $10,000 or nore, it shall be
capitalized. The related acquisition cost shall be capitalized on a
separ at e equi pnent card.

4. Upon recei pt of approved survey reports having an apprai sed val ue of
$10, 000 or nore, Business Ofice personnel shall prepare an FPI Form 13,
Equi prrent Card, identifying the appraised value. |If the acquired equi pnment
itemis less than $10,000 or classified as sensitive, a "Menmo" FPI Form 13,
Equi prrent Card, nust be prepared to maintain accountability. Cost data is
not required for the nmeno records. (See Section 8540, Reports, Forns, and
Records, for FPI Form 13 preparation instructions.) It wll be noted that
the item was donated and the assigned value is the result of an appraisal.

205. APPROVAL OF SURVEY REPORTS FOR DONATED PROPERTY
Approval of a Board of Survey Report shall reflect a credit to Account

32010, Donated Property, and a debit to Account 1601X, Machinery and
Equi prent, via Journal Entry 8b for donated property.
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PART 5
DI SPOSALS
500. GENERAL

Each UNICOR Field O fice shall nonitor the property under its control to
assure maximumutilization and the pronpt disposition of itenms which becone
obsol ete or excess of needs. Whenever there is sufficient evidence that
any Building and | nprovenent, Mchinery and Equi pnrent, Materials and
Supplies, Wrk in Process, or Finished Goods should no | onger be retained,
the AW I &E/ Superi ntendent of Industries shall appoint a Board of Survey to
physi cal ly inspect such property and recommend what ever action is
considered to be in the best interest of the Governnent.

501. BOARD OF SURVEY

A Board of Survey shall be appointed by the AW I &/ Superi nt endent of

I ndustries. The purpose of the Board shall be defined prior to the

appoi ntnent. The nenbers of the Board shall review all pertinent facts
concerning the item's) to be surveyed, including, the value recorded in the
CGeneral Ledger. The Board shall use FPI Form 30, Report of Survey, to
record the results of their activity and also to submt their
reconmendat i ons.

502. PROCEDURE

1. The Report of Survey, FPI Form 30 shall contain:

a. Conmpl ete property description.
b. Brief comments supporting recommendated action.
C. Journal entries proposed in connection with the

transaction. THESE ENTRI ES MUST NOT BE POSTED TO THE
ACCOUNTS UNTI L DI SPCSAL OF THE PROPERTY ON THE REPORT
OF SURVEY IS ACTUALLY MADE. (See Section 8540,
Reports, Fornms, and Records for detailed instructions.)

d. The trade-in val ue.
e. Efforts to | ocate m ssing property, the date first
m ssing, and action taken to prevent future |osses (if
appl i cabl e).
2 Field Approval. Survey reports on property which has initial

cost, including any donabl e val ue, of $5,000 per line itemor |ess nmay be
approved by the AWI &E/ Superi ntendent of Industries or a designee. The
bl ue and yell ow copies of the FPI Form 30 shall be forwarded to the
Division Ofice if the cost, including donable value, is $300 or nore.
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3. Hi gher O fice Approval. Wen the cost, including donable
val ue, is between $5,000 and $10,000 per line item the original
and copies of the survey report shall be submtted to the
Division Ofice for approval prior to taking disposal action. If
the value is greater than $10,000, the Division Ofice wll
submt the survey report to the Deputy Associ ate Conm ssi oner for
approval, if the D vision concurs with the recomendati on.

503. WRI TE- OFF OF FI XED ASSETS

Fi xed assets shall be witten off based on survey reports at the tinme of

di sposition. Itens which are continued in service, such as trade-ins or
future abandonments, which shall be witten off when the replacenent is
received or the itemis no longer in service. Account 1601- or 16030 should
be credited for the acquisition value of production equipnment or industrial
bui I di ngs and Accounts 16020 and 16040 shall be debited for the anmount of
rel ated accumul ated depreciation. The differences between the debits and
credits will be charged to the applicabl e expense account, sub-account 325,
Damaged/ Cbsol ete Property - Fi xed Assets.

Book val ues and the depreciation reserve on surveyed itens to be
witten-off should be determ ned as of the end of the nonth in which
di sposal takes pl ace.

504. OTHER DI SPCSALS

O her assets (Raw Materials and Supplies, Wrk In Process, and Fini shed
Goods) shall be witten off based upon a Board of Survey Report, FPI Form
30. Danmaged and obsol ete inventory shall be charged to the sub-account
32-, Damaged and (bsol ete Property. Mssing inventory shall be traced to
applicable jobs if possible. If it cannot be identified to a job, it shal
be witten off to Cost of Sales Control, Account 53020. All inventory
found m ssing during an official physical inventory shall be reported on
the FPI Form 63A whether traced to a job or not.

505. TRANSFERS

1. Raw materi als and supplies shall be transferred within FPI at
book value. |If according to the Receiver Report the actual val ue of
such raw materials and supplies is |ess than book val ue, they nust
contact the transferor to negotiate an acceptable valuation. The
original FPI Form5 transferring the property shall be processed as
billed. If an adjustnent is necessary, it shall be made on the books
of both industries through a newy initiated FPI Form 5 charge back
See I nvoicing, Section 8504.
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2. Shi ppi ng charges incurred by transfer of raw materials and
supplies shall be borne by the benefiting industry. |[If the transfer
is made to relieve the sending institution of inventory itens for
which it has no foreseeabl e need, shipping charges incurred shall be
borne by the sending institution.

506. DECLARATI ON OF EXCESS PROPERTY

Property which has been properly surveyed and determ ned to be excess of

| ocal needs will be listed, wwth one copy of such list sent to each UN COR
Field OOfice and five copies to the Controller, Resources Division. |If,
within two weeks, there is no response fromany UN COR busi ness office
expressing an interest in these itens, a copy of the listing shall be sent
to each institution and to the Procurenent Section of the Bureau of
Prisons. Itens remaining on the original listing after 90 days shoul d be
reported to the General Services Adm nistration on SF-120, in accordance
w th FMPR 101-43. 315. These reports will be forwarded to the Washi ngton
Ofice for transmttal to the Departnent of Justice.

507. DONATI ONS

Donations of property that was originally purchased by UNI COR shall be
charged to Account 65325, O her Expense, Danaged/ Qbsol ete Fi xed Assets.
Donations of property that was originally donated to UNI COR shall be
charged to Donated Property, Account 3200-- through Journal Entry 27
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PART 1
| NTRODUCTI ON
100. | NTRODUCTI ON

Control of inventories is an essential elenent of the UN COR nanagenent
system Approximately forty percent of UNICOR s assets is conprised of
three classes of UNICOR inventory, (raw materials and supplies,

wor k-i n-process and finished goods). Approxinmately sixty-five percent of
the corporation's cost of goods sold is made up of raw material and
supplies inventory itenms. UNICOR s investnment in inventories is
significant, and the adequacy of inventory stock levels for each inventory
itemis essential to an effective production program The right materials
in the right quantities nmust be on hand when needed to avoid production
[ine shut-downs. Over-supply of inventory itens | eads to unnecessary
tie-up of cash, enhances the possibility of raw material obsol escence
before it can be used, and exposes UNICOR to possible | osses if excess
inventory requires disposal. The UNI COR system "APECS" (Autonated
Production, Evaluation and Control System) has been designed to optim ze
stock | evels, provide neaningful inventory valuations, provide effective
control over storage and accurate charges to production job orders.

101. OBJECTI VES
The objectives of UNICOR s I nventory Managenent System incl ude:

- Mnimzation of unit costs as well as I|evel of corporate investnent
in inventory itens.

Assurance of ongoi ng physical control of stock on hand.

M nim zed delays in production caused by stock outages.

M ninizgd Iosses as_the resul; of raw materi al obsol escence or
di scontinued inventory itens.

Control | ed warehouse expenses in handling and space utilization.
102. STAFF RESPONSI BI LI TI ES
1. Effective and efficient managenent of UNI COR inventories at each

field location is dependent upon division and field |location staff carrying
out their assigned duties and responsibilities.
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2. Di vision responsibilities include:

a. Assuring that | ocation personnel acconplish their
i nventory managenent duties and responsibilities.

b. Provi di ng guidance in identifying supply sources,
notification of product additions, and notifications of
changes and deletions to existing Bills of Mterials.

C. Assi gnnent of mmenonic cl assification codes for
raw material and finished goods and stock itens used by
their factories.

3. The AW I &E)/ Superi ntendent of Industries has overal
responsibility for effective inplenentation of production and

i nventory managenent at their field location. Specific
responsibility for requesting raw materi al and supply needs is
del egated to the factory nmanagers. \WArehouse, inventory
accounting, and procurenent action is delegated to the |ocation's
Busi ness Manager. The inventory managenent duties of the
AW I &) )/ Superintendent and Factory Managers incl ude:

a. Manual |y preparing production schedul es based upon
work orders received fromthe division

b. Entering and updating the production schedule into
t he APECS system as orders are received, cancell ed,
changed or reschedul ed. (Transaction T026 and T027).*

C. Entering job orders into APECS when they are

pl aced in production (Transaction T473*) and assuring
that the Business Ofice maintains Production Order and
Cost Sheets (FPI Form 9) to account for the production
costs related to each job

d. otaining a "pick list" through APECS
(Transactions T098*) and assuring that Stores

Requi sition and Transfer fornms (FPI Form 49) are tinely
and correctly submtted to the warehouse.

e. Continual review of the status of raw materi al and
factory supply stock reports to assure that the
material is ordered as needed

4. Busi ness Manager Responsibilities. The |ocation Business
Manager del egates his responsibilities to factory accountants,
t he war ehouse nanager and the procurenent officer. 1In addi ti on

to assuring that these del egated responsibilities are carried out
t he Busi ness Manager assures that on-going and periodi c physical
inventories are taken and processed as prescribed in this manual .
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The Procurenent O ficer's assigned duties and

responsi bilities include:

6.

a. Taking action as directed by a Factory Manager's
Request for Purchase (FPI Form 89), notifying factory
and war ehouse personnel as to the results of such
action and entering purchase orders for raw materials
into the APECS system (Transaction T008*).

b. Assuring that data in the APECS system accurately
reflects procurenent lead tine and current cost of
material and supply itens to be used in neeting
production planni ng schedul es.

C. otaining raw materials and supplies that neet
factory nmanagenent specifications at the nost effective
(quality versus cost) prices avail able.

War ehouse Responsibilities. Overall supervision, paperwork

fl ow and APECS data entry* (office type functions) are the
responsi bility of a Warehouse Manager. Day-to-day receivVving,
storage, and i ssue (floor wal king type functions) are the
responsibility of a warehouse foreman. Specific duties and
responsibilities of warehousenen incl ude:

a. Accur ate docunentation of receipts and i ssues of
raw material and supply itens.

b. Accurate input of receipts, issues and inventory
adj ustnents to the APECS system by the cl ose of
busi ness of the day the event occurs.*

C. Mai nt enance of effective storage |ayout, an
effective stock | ocator system stock-pulling
procedures that result in ready access to stock itens
for issues and physical inventory, avoi dance of stock
obsol escence (use old itens before new), and safe
wor ki ng condi tions for warehouse civilian and innate
personnel .

d. Prevention of access to the warehouse facility by
ot her than warehouse personnel.

e. Close liaison with Business Ofice and Quality
Assurance personnel on docunentation, quality of
recei pts and reconciliation of APECS quantity data*
wi th accounting stock record cards.

f. Ef fective supervision and training of inmate
personnel assigned to the warehouse activity.
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7. Factory Accountant Responsibilities. Factory accountants
are responsible for tinmely and accurate recordkeepi ng of receipt
and issue data including Stock Record Cards (FPI Form 47M or the
APECS systent, and Production Order and Cost Sheets (FPI Form 9)
docunent at i on.

8. Qual ity Assurance Responsibilities. Quality Assurance
personnel are responsible for pronpt inspection of incomng

mat erials and supplies identifying defective material and

subm tting Receiving Rejection Reports FPI FORM 122 as required.
This function is carried out as an added responsibility to
identifying and pronptly reporting defective factory work.

Def ective work is reported through Defective Wrk/Scrap Reports
FPI Form 31 which identify the accounting treatnent that may
relate to inventory itens.

103. UNI COR s | NVENTORY MANAGEMENT SYSTEM

UNI COR s inventory managenent systemis a conbination of manual nd
conput eri zed procedures.

1. A conputerized Materials Requirenments Planning (VRP)
technique is used for control of UNICOR inventory itens. In
general MRP is a technique that controls and schedul es the
repl eni shnment of inventory itens based on the requirenments for
raw materials and supplies at specific times in the future. The
conputeri zed system consi sts of three major el enents:

a. I nventory Control: Keeps track of inventory;

mai ntains records to reflect current anmounts on hand

whenever there is an issuance or receipt; also keeps

track of amounts allocated to jobs in the future, and
of quantities on order and due in.

b. Pl anni ng: Hel ps managenent plan what, when, and
how much inventory to acquire to neet the needs of the
producti on schedul e.

C. Docunentation: In order for the above two
functions to work, there nust be a data base--a
collection of information describing the end itens

UNI COR manuf actures and the conponent parts of each
item Managenent can change the data base whenever
there is an additional product or change to an existing
pr oduct .

2. The manual control systemfor inventory itens includes
processing receiving reports, stores requisitions and adj ust nent
journal entries in addition to maintaining subsidiary and Cener al
Ledger control records. A manual stock and control system
processed through National Cash Register posting machi nes or

| ocation mcro conputers are used for financial control of
inventory itenms pending further devel opnment of the APEC system
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DEFI NI TI ON OF TERMS

1. Inventory - the termused to designate the aggregate of
those itens of tangi ble personal property which (1) are held for
sale in the

ordinary course of business, (2) are in process of production for
future sale, or (3) are basic materials stored for future use in the
production of custoner orders.

2. | nventory system - involves the controls over novenent of
materials fromsupplier to ultinmte disposition to custoners;

i ncl udi ng: purchasing, receiving, materials storage and handl i ng,
production and production control, and distribution.

3. | nventory stock level - a function that establishes the
desired quantity of each inventory itemthat is needed for
production requirenents for identified tinme periods.

4. I nventory costs - generally includes purchase prices,
transportation, physical loss of materials, interest on

i nvestment and cost of operating the control system Al so

i ncluded are opportunity costs associated with |ost revenues due
to outages or non stocked itens at the tine of need.

5. | nventory val ues - the val ues assigned to each item of

UNI COR i nventory. Conmon nethods of assigning inventory val ues
are cost, market, last-in first out (lifo), and first in first
out (fifo). UN COR uses an average cost nethod (val ue of stock
on hand with |latest acquisition value added; this total divided
by the units on hand after |atest receipt provides a revised
average unit cost).

6. | nvent ory managenent - the board area of planning and

controlling and the devices used to inplenent those plans and
control s.

*Disregard if not yet on APECS
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PART 2
| NVENTORY REAL ACCOUNTS
200. | NVENTORY REAL ACCOUNTS

There are three series of real accounts for inventory: Raw Materials and
Supplies, Account 130--; Wrk-in-Process, Account 140--; and Fi ni shed
Goods, Account 150--; that are used by UNNCOR to classify inventory. Raw
materials are bought into the systemfroma variety of sources and are then
converted to work-in-process inventory upon request of factory personnel.
Direct | abor and overhead costs are added to the material valuation in
changing the formof raw material items to a UNICOR product. Wen
materials, direct |abor and overhead cost have been converted into a UN COR
product, it becones a finished goods itemfor inventory purposes.

201. RAW MATERI ALS AND SUPPLI ES
The acqui sition or procurenent of raw materials and supplies for any use

and from any source shall be in accordance with Federal Property Managenent
Regul ati ons and UNI COR s Procurenent Procedures Section 8530 of this

account manual. As a general rule, purchased or nmanufactured conponent
parts, used directly or indirectly in the production process, will not be
stocked in excess of quantities required to fulfill firmcustoner orders

for end itens. Raw materials stocking prograns may be authorized on an
exception basis by the Secretary/ Deputy Associ ate Conm ssi oner, upon
recei pt of a Request for Special Authorization (RSA) fromthe appropriate
Product Division Manager. The RSA will provide a conplete economc
justification and, if approved, will be in effect through the end of the
fiscal year in which issued. Acquisition of factory supplies cannot be
effectively based on custoner orders, and each factory | ocation mnust
devel op sone other feasible nmethod to control stock levels for factory
supply itens. Exception to stock level rules are instances in which
quarterly and/or lot size restrictions inposed by vendors force acquisition
of materials in excess of current job order needs.

202. PURCHASE ORDER

Acqui sition of raw materials and supplies is predicated upon a factory
manager's subm ssion of a Request for Purchase, FPI Form 89. Those
requests are based upon "Order Signals" fromthe APECS systent or a
requester's override of that system The |ocation's procurenent officer
t akes procurenent action in the formof a Contract O der for Supplies or
Servi ces, Standard Form 147 (purchase order).
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Each active purchase order has a unique identification nunber incorporating
the location code into a five digit serial nunber. Each location's

Busi ness O fice is responsible for ensuring that individual purchase orders
are assigned a control nunber. A copy of each purchase order involving
recei pt of inventory itens or other tangible property that will process
through the location's receiving unit is forwarded to the receiving unit to
advi se of pending receipts. It is entered into APECS through transaction
T0O08. *

203. SURPLUS PROPERTY

Ful | advantage will be taken of excess and surplus property lists to secure
needed materials and supplies at nomnal or no cost, so long as a bona fide
need exists within a reasonable tine period. Purchase orders for the
transfer of excess property with no exchange of funds wll bear the
foll ow ng notation:

"Transfer to be nade w t hout exchange of funds in accordance with
50 U.S.C. 1621a, 18 U.S. C. 4122."

1. Upon receipt of surplus property itenms with an original val ue of

| ess than $10, 000. 00, a "nemd" receiving report shall be prepared that
will be entered into the APECS systent and entered into the receiving
report register without dollar valuation. These itens shall be added
to current stock levels at no cost and no accounting i s required.

2. Upon receipt of surplus property itens with original val ues of
$10, 000 or nore a "nmeno" receiving report shall be prepared that wll
not be entered into the APECS systent but will be entered in the
Recei ving Report Register wthout dollar valuation. "Menmp" stock
cards FPI Form 47 will be prepared to establish quantity control.
These itens are subject to valuation by a Board of Survey.

a. A Board of Survey will be appointed by the AW

| &E/ Superi ntendent of Industries with specific instructions to
apprai se (maxi mum el apsed tine of five days fromdate of receipt)
the surplus property received at fair market value. Boards of
Survey nust recogni ze the foll ow ng general guidelines:

1) Three nenber Boards of Survey will be appointed by
the AW &E/ Superi ntendent of |ndustries consisting of
one nenber fromeach of the follow ng areas: Business
O fice, Warehouse or Quality Assurance and the foreman
of the departnent, shop or factory requesting or
required to use the surplus property received.
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2) Line itemappraisals will be based upon original
acqui sition val ues as noted on the surplus property
listing, GSA condition codes and the extent of

nodi fication required to adapt the itens to UNI COR
needs. Considering all these factors, the property
shal | be appraised at fair market value. The primary
purpose is to provide a realistic appraisal so that
production costs are not distorted by an under or over
val uation of raw material costs.

3) The results of the Board of Survey action
shall be reported on a Report of Survey, FPI Form
30 and approved by the AW I &E/ Superi nt endent of

| ndustries.

b. Upon approval of a survey action by the AW

| &E/ Superi nt endent of |ndustries, approved val uations shal
be debited to Raw Materials and Supplies, Account 13010 and
credited to Donated Property, Account 32010. The Recei Vving
Report Regi ster shall be annotated on the "nmenp" Receiving
Report line referencing the Board of Survey report. A copy
shall be transmtted to:

1) The Stock Record card clerk for recording on stock
cards and renoval of applicable "nenp" stock cards.
NOTE: separate stock cards are required for donated
property. These property accountability records shal
not be co-mngled with purchased property.

2) To the warehouse for notation in the Receiving
Report Log referencing the Board of Survey report and
entry of the stock itens available into the APECS*
System

3) The factory foreman requesting the surplus itens to
advise of their availability.

3. In those instances where property received by donation is

| ater donated to a non-UNI COR activity based on Board of Survey
recomendation, the field location will debit Account 32010 or
32020, Donated Property and credit Account 13010, Raw Materials
and Supplies. A requisition and shipping order wll be prepared
and forwarded to the warehouse for action and recording into the
APECS* System

4. Freight costs of obtaining donated property shall be expensed
as incurred and not added to the appraised val ue.

204. DEFECTI VE MATERI AL/ SCRAP/ OVERACES/ REVWORK

In every UNI COR war ehousi ng operation a separate area shall be used to
store bailnment material, defective material, and scrap. Wthin this area
itens shall be segregated by the control docunent involved (receiving or
defective work/scrap report). The source of these raw material itens as
specific control procedures are as foll ows:
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1. Quality assurance personnel reject raw material received from
a supplier due to the suppliers failure to neet purchase order
specification. |If the entire shipnent fails to neet
specifications, the Receiving Report, FPI Form 11, shall be
reclassified from 13010, Raw Material to 13030, Defective
Material, and the Receiving Report Log notated as to the receipt
of defective material. |If only part of the shipnent is rejected,
the initial Receiving Report shall be adjusted to acceptable
units and an additional receiving report prepared for the
defective material. The Receiving Report Log nmust be updated
with the revised data concerning the corrected receiver and
record the additional Receiving Report for the defective

mat eri al .

a. After classification, and dollar val ue adjustnent, the
Receiving Reports will follow regular Receiving Report
di stribution procedures.

b. The defective material Receiving Reports nust be transmtted
into the APECS systemto establish stock control and to-up-date
the status of planned receipts. The defective material received,
if of significant quantity may require alternation of the
procurenent cycle. The rejected materials will be stored in the
area provided for such itenms. Copies of defective materi al
Receiving Reports will be forwarded to the Business Ofice and
the requester of the materials as for regular receivers. The
factory accountant will record the defective material receivers
to stock cards pendi ng di sposal action.

c. Upon decision to return the rejected material the Business
Ofice wll prepare a shipping order direction warehouse
personnel to return the rejected itens to the supplier. The data
will be entered into the APECS systemvia transaction TO19 and
the factory accountant will record the return to his stock cards
thereby elimnating the defective material fromthe accounting
records.

d. Should a decision he nade to use the defective material the
busi ness office should advi se the warehouse foreman to prepare a
requisition to renove those itens from 13030, Defective Mterial,
to 13010, Raw Material, via journal entry 12 and to enter the
transaction into APECS.

2. Overshipnent of materials that are not imediately cleared
for acceptance or rejection by the requisitioning officer shal
be brought into the warehouse on a regular receiving report that
is recorded in the Receiving Report Log and transmtted into the
APECS system * The | ocation Busi ness Manager nust assure that a
decision is pronptly nmade concerning retention or return of raw
mat eri al overshi pments. The return of excess nmaterial to the
supplier is processed in the sane nmanner as the return of
defective material to the supplier
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3. Quality assurance rejection of materials in process or conpleted
production itens that are not inmediately reworked pending a deci sion
to rework or scrap shall be transferred to the warehouse by
requisition and a Defective Wrk/Scrap Report (FPI Form31). If it is
determ ned imedi ately that the itens should be scrapped, a

requi sition should be drawn by the Factory Manager transferring the
itens frommaterials in process, account 14010, chargi ng Abnorna
Costs, Account 54000, for the difference between the rejected
materials scrap value and nmaterials in process inventory val ue.
Account 13040, Scrap, shall be charged with the esti mted (net of

di sposal costs) scrap value as established by Quality Assurance
personnel on the FPI Form 31. For those itens held pending a decision
to scrap or rework, a requisition should be prepared by the Factory
Manager transferring the itenms frommaterial in process inventory to
raw materials and supplies - Defective Material, Account 13030. The
transfer to account 13030 should be recorded at its realistic current
val ue as established by Quality Assurance personnel on their
"Defective Wirk/Scrap Report". The difference between the val ue
removed frommaterial in process inventory Account 14010 and the
charge to Account 13030 is a known |loss and is charged to "Abnornma
Costs", Account 54000, (See Journal Entry 12). In either event,
transaction TOO5 is used to record this activity in APECS. If the
itemis later rewdrked, transaction TOl11l is used to rel ease the rework
j ob. *

A requisition is used to transfer defective material from account
13030 to work in process inventory upon decision to rework. A
requisition is drawn to transfer the material from Account 13030 to
Account 13040, Scrap, if it is decided not to rewrk the rejected
itens (See Journal Entry 12). There may be an additional amount to be
charged to "Abnormal Costs", Account 54000, upon transfer of defective
material to scrap, dependent upon the defective material's val ue as
scrap. A UNNCOR invoice is used for the sale of all itens classified
as scrap.

4. Customer return of UNI COR products for not neeting specifications
are brought into the institution via a Receiving Report wthout a
dol l ar val uation pending quality assurance inspection. |f substanti al
rework is required, quality assurance personnel will prepare a

Def ective Wrk/ Scrap Report, FPI Form 31, noting the estimated cost to
rework of the rejected products. The unval ued Receiving Report and
the FPI Form 31 are turned over to the factory accountant who obtains
original cost values fromthe Shipping Order and Cost of Sales
Register. This information is provided to the Warehouse Manager who
reports the dollar values on the Receiving Report. Copies of the
Recei ving Report and FPI Form 31 are forwarded to the Business Ofice
for entry into the stock record cards or into APECS through
transaction TO18.*; and posting of Journal Entry 8a debiting Account
13030 and crediting Account 51000 Cost of Sales. (See UN COR Cost
Accounti ng Manual Paragraph 406.5).



8000. 1
Chapter 8500 , CN-31 , Page 8509.2-6
July 31, 1989

5. In those instances where quality assurance personnel determ ne
that the cost of rework is not significant a Defective Wrk/ Scrap
Report report will not be prepared. (See UNI COR Cost Accounting
Manual , paragraph 406.4). The Warehouse Manager will use ori gi nal

cost values in conpleting the Receiving Report and record the returned
goods as Fi ni shed Goods Account #15 via journal entry 8  Entry into

t he APECS systent and financial records follows routine Receiving
Report procedures. Since this activity nerely sets the stage for
rework activity, a notification to the Factory Managers is required to
assure that the rework is pronptly placed into production planning
schedul es.

205. SHOP STOCK

Raw Materials and Supplies Account 13020, Shop Stock, arises fromthe
sinple process of transferring bulk material such as rolls of steel, druns
of paint, and rolls of screening from sub-account 13010, Materials and
Supplies, via journal entry 12. The shop stock account is used when
anounts requisitioned are substantially greater than the need for a
production job and the type of material involved cannot be readily supplied
in the quantity needed for the job. As a result, requisition quantities are

restricted to issuable units such as a roll, drum etc. The issuable unit
is transferred to the factory fl oor where physical inventory control of
usage becones the responsibility of factory personnel. This transfer is

recorded in APECS by using transaction T014 to nove material to a | ocation
which is identified with shop stock.* Wthdrawals for production jobs are
docunented by requisition with the furnished col um conpleted by the
factory manager. Filled requisitions are then forwarded to the Warehouse
Manager for assignnent of a warehouse control nunber and processing into

t he APECS system (Transacti on T023 and T022*) and the accounting records
(see paragraph 303 - Issues). Due to the loss of inventory control

inherent in this procedure, periodic physical inventories of shop stock are
essential and nust be acconplished at each nonth end to assure proper
charges to production jobs and nont h-end inventory val uati ons.

206. WORK- 1 N- PROCESS

Wor k-i n-process inventory itens are the result of the production process.
Responsi bility for physical control and valuation lies with factory
personnel and the accounting function maintained by Business Ofice
personnel, respectively.

1. The three elenents (material, |abor and overhead) of product costs
are used in the valuation of work-in-process itenms. Direct materi al
costs are obtained through the requisition process and direct | abor
costs through tinme and rate charges as docunented by factory
personnel. (See Payroll, Section 8511, of this manual.) Overhead
costs are obtained by applying a predetermned rate to each dollar of
direct |abor cost (see UNI COR Cost Manual, Part
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2. These three elenents of costs are accunul ated by production job on
FPI Form 9, Production Order and Cost Sheets. The FPI Form 9 serves
as a subsidiary record for work-in-process inventory control. The
process of accumul ati ng work-in-process inventory costs is conplex and
frequent checks on work-in-process inventory bal ances is warranted

t hrough the physical inventory process.

3. Factory personnel are responsible to identify their raw materi al
needs based on the "pick list" generated by the APECS systent or
override of that system as necessary. A Stores Requisition and
Transfer, FPI Form49 is prepared by the Factory Manager. A factory
control nunber is assigned and one copy of FPI Form 49 (see UN COR
Cost Accounting Manual, paragraph 307) is retained by the Factory
Manager for a nmeno file. The original and renmaining copies are
forwarded to the Warehouse Manager for processing along with the "pick
[ist".*

4. The Warehouse Manager reviews the requisition for accuracy,
validity, and conpl eteness. The warehouseman returns the docunent for
corrections if the identity of the material does not conformwth

UNI COR St andard identification nunbers, nonenclature, or quantity
needs of the production departnent. Valid requisitions are turned
over to the warehouse foreman who assigns a requisition nunber, pulls
the stock itens requested, fills-in the quantity furnished col um,
dates, and signs the requisition. He then advises the requesting
factory foreman that the material requested is avail able for pick-up.

5. Upon receipt the factory foreman signs the FPI Form 49 and pulls
one copy for his files. Four copies are retained by the Warehouse
Manager who enters the FPI Form 49 information into the APECS System
(Transaction 022 or 023*) to update the raw materials and supplies
inventory. Three copies of the FPI Form 49 are forward to the
Business O fice for recording in the Requisition Register, posting to
t he applicable Material Stock Control Card, FPI Form 47, and the
Production Order and Cost Sheet, FPI Form 9. The Business Ofice
forwards one copy of the recorded FPI Form 49 to the Factory Manager
as an advisory that the stock has been withdrawn, transferred to work
in process, and recorded. The Requisition Register is closed each
mont h and summari zed for Journal Entry 12.

6. Direct |abor cost is accunmul ated by factory forenman (see Payr ol
Section 8511 of this Manual) and forwarded to the Business Ofice for
cal culation of the inmate payroll and posting to the FPI Form 19. At
month end or close of a job, the FPI Form 19 data is posted to the FP
Form 9. The direct |abor charges per job are sunmari zed at the end of
the nonth on the FPI Form 9 and conpared to the total direct |abor on
t he payroll voucher for verification of accuracy. The payroll my
then be posted to Account 14020 via Journal Entry 9. (See Chapter
8506, paragraph 308).
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7. Factory overhead expense is added at nont h-end by applying
predeterm ned overhead rates (See Chapter 8506, paragraph 606) to the
recorded direct | abor cost for each job. These overhead costs are
recorded on the FPI Form 9 and are summari zed on FPI Form 51. The
total shall be verified by conmparison with the applied overhead
determ ned by applying the predeterm ned overhead rate to the nonthly
total |abor charged to Account 14020. Any differences not resulting
fromrounding shall be isolated corrected. Overhead is then posted to
t he General Ledger via JE 17.

FI NI SHED GOCDS

1. As a general rule, finished goods will not be produced for stock
but, rather, produced in quantities to fulfill requirenents created by
firmcustonmer orders. Product Divisions will authorize production by
assigning a production order nunber for each custoner's purchase
order.

2. Finished goods stocking prograns may be authorized on an exception
basis by the Deputy Associ ate Comm ssioner, upon receipt fromthe
appropriate Product D vision Manager of a Request for Speci al

Aut hori zation. The RSA will provide a conplete economc justification
and, if approved, will be in effect through the end of the fiscal year
in which issued.

3. Al standard products will carry a National Stock Nunmber (NSN) to
facilitate finished product control and identification. Product

Di vi sion Managers will determ ne which new products are to be
designated "standard". During the interim while awaiting NSN

assi gnnent, new standard products nay be assigned a tenporary UN COR
part nunber, in the format "TPN-0000", by Centralized Nunber

Assi gnnment, Cor porate ADP

4. End products are renoved from Wrk In Process and reported to the
War ehouse Supervi sor through use of the FPI Form 49, Storeroom
Requisition. This formshall be prepared by the Factory Manager,
daily if practicable, and nunbered sequentially using the prefix "FG
(Fi ni shed Goods), a document nunber; e.g. 0001-83 to show the fiscal
year also and a factory identifier if appropriate. After the form has
been signed by the Warehouse Supervisor, the Factory Manager wl|:

a. Gve one copy to the Warehouse Supervi sor
b. Gve the original and first copy to the factory accountant.

C. Retain one copy for the factory job folder file.
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The original FPI Form 49 shall be priced as soon as practicable from
the cost data on the FPI Form9 for the job to which it applies. After
pricing, the FPI Form 49 shall then be posted to a Finished Goods
Register, in it's proper sequence and to Fini shed Goods stock records
cards. The original of the FPI Form 49 shall be retained in a file to
support the Finished Goods Register while the second copy shall be

pl aced in the business office job folder to support the delivery to

fi ni shed goods.

5. Finished Goods val uations should be reviewed by the |ocation
accountant for unrealistic unit values. Wile the UNI COR Cost
Accounting Manual requires a factory managenent review and anal ysis of
each conpleted job, with explanations provided on the FPI Form9 for
maj or variances fromestimated costs, the accountant's check assures
that recorded finished goods val ues are reasonable. In those

i nstances where the val ues assigned to finished goods on the FPI Form
49 exceed 95% of selling price (see UNI COR Cost Accounting Manual
paragraph 612), an adjustnent of cost should be made to 95% of selling
price through Journal Entry 21C

In many factories conpleted products are i mrediately shipped to
custoners and are not reflected as finished goods on periodic
financial statenments. In those instances, adjustnent to 95% of
selling price is not necessary for inventory val uation purposes.
Production Order and Cost Sheets, FPI Form 9, data advi se nmanagenent
of the lack of profitability on production jobs and Account 53010,

| nventory Valuation Wite-off, nerely serves as an offset for
inventory val uati on purposes. (Journal Entry 21d serves as the nedia
for finished goods val uation adjustnents.)

6. Transfers to finished goods for the nonth per the Finished Goods
Regi ster shall be made via Journal Entry 18 and 18a.

7. Finished goods stock cards nust be maintained or entry nmade to
APECS for Finished Goods* even though finished goods are pronptly
invoiced to custonmers. These records (stock cards/ APECS) provide
essential historical information on product activity that is needed
for production and sales planning. The total anmount of finished goods
as reflected on these stock cards shall be reconciled each nonth to
the finished Goods account bal ance(s).

*Disregard if not yet on APECS
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PART 3
WAREHOUSE FUNCTI ONS
300. WAREHOUSE FUNCTI ONS

The primary functions of the warehousi ng operations are receiving, storage,
and issue of inventories. Accurate organized docunentation is required in
all three of these areas. All incomng itens to a UNICOR | ocati on nust
pass through the warehouse receiving unit where they are identified,

i nspected, counted, and docunented. Stored itenms nust be informatively and
clearly | abel ed, stored for ready access to warehouse personnel, and
protected from access by other than warehouse personnel. Warehouse issues
must be effectively docunmented and be in the quantity and by type of item
requested by factory personnel.

301. RECEI VI NG

Receiving is the responsibility of the warehouse foreman and is a critical
time fromthe standpoint of inventory security and material control.
Recei vi ng personnel must assure that incomng itenms warrant acceptance by
their institution, that they are devoid of illegal contraband, and that
they are consistent wth order quantities and specifications. A

war ehousing facility is one of the nost vul nerable areas for introducing
contraband into an institution. Precautions nust be taken on each receipt
to assure that contraband itens have not been included.

1. Initial review of the material received and the packing slip
shoul d assure that the itens received belong to the |ocation.

Physi cal count of units received nust be acconplished w thout
reference to support docunents to avoid prejudicial counts due to
know edge of what should be there. Therefore, a warehouse worker
ot her than those with access to the packing slip or purchase order
shoul d make the count or do the weighing. The data on the packing
slip should then be conpared with the count or weight of materi al
received. Any discrepancies nust be noted on the packing slip and
carried forward when preparing the Receiving Report.

2. Maintaining any formof effective material control starts with
correct input into the system After verification of the packing
slip, a Receiving Report, FPI Form 11, is prepared that serves as the
princi ple docunent for data input into APECS* and the accounting
records.
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3. The control nunber for a Receiving Report is obtained by

sel ecting the next sequential nunber fromthe Receiving Report
Log mai ntai ned by the warehouse foreman. Each Receiving Report
nunber is prefixed with an applicable factory code i.e. EC

El ectronic Cable factory. Mnimal descriptive information to
assist in recall regarding the receipt should be noted in the
Recei ving Report Log on the line for the newWy assigned receiving
report nunber. See paragraph 301.12.

4. War ehouse forenmen assure that a Receiving Report is prepared
for each receipt regardless of the type of itemor problemwth

t he shipnent, such as damages, valuation, or availability of
support docunentation. Each itemreceived shall be identified on
the FPI Form 11 by part nunber as provided by UNICOR s Materi al
Requi rements Pl anning system Part nunbers will be in the format
"XXX-00000." The prefix "XXX" represents a mmenonic
(menory-aiding) classification code, such as "SCR' for screw.
These codes are predefined; a list is contained in the APECS
Operating Manual |Inventory Managenent. |f the system does not
have a part nunber available for the itemreceived, the Product

Di vision shall be contacted for an assignnent of a standard
identification nunber.

5. The warehouse foreman is al so responsible for noting
accounting classification codes on each Receiving Report.
Ceneral ly the warehouse copy of the purchase order wll provide
t he appropriate accounting classification code that should be
used. If not, Business Ofice personnel should be contacted for
that information

6. Upon conpl etion of the FPI Form 11, the receipt is entered
into APECS (Transaction TO19*) after the material and Receiving
Report is nmade available to quality assurance personnel for their
i nspection as to quality, condition and propriety of the itens
recei ved. The warehouse foreman nmust assure that a quality
assurance inspection is made or docunent the reason for no

i nspection. (See Reports and Forms Section of this manual for
FPI Form 11 preparation guidelines.)

7. Itens received w thout an advance copy of a purchase order
shoul d be routinely received and i nspected with the Receiving
Report annotated as to the fact that there was no purchase order
avai l able. For exanple, sanples received froma supplier or
material arriving from another UN COR operation w thout advance
noti ce may not be supported by a purchase order. Receiving
Reports should clearly disclose the extent of overshipped itens.
Overshipped itenms will not be given any special accounting
classification code, however, Business Managers are responsible
for obtaining a pronpt decision whether to return the overshi pped
itens to the supplier or retain themas a stock item The phrase
"recei pt overage" should be a
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to the Receiving Report. Factory Managers or the |ocation AW

| &E/ Superintendent is responsible for any action to be taken on
overshi pnents. No action results in the acceptance of the
overage. |If a decision is made to return the overage,
responsi bl e officials should notify the Business Manager of the
appropriate action to be taken.

8. Whenever tools or other dangerous materials are received, a
Controll able Item Report nust be prepared for the itens received.
The Controllable Item Report, prepared in addition to the FP
Form 11, is sent fromthe Warehouse Manager to the institution

Control Oficer. It shall disclose the date received, a
sequential control nunber, applicable purchase order and
receiving report nunbers, item quality, and description. It

shoul d include a signature |ine for the Warehouse Manager and an
acknow edgnent area that includes space for the Control Oficer's
signature. A copy of the Controllable Item Report should be sent
to the AWI &E/ Superi ntendent of Industries for his pernmanent
files and a suspense file copy retained by the Warehouse Manager.
The original and one copy should be forwarded to the Institution
Control O ficer. One copy to be returned to the Warehouse
Manager acknow edgi ng recei pt of the tools. Upon receipt of the
acknow edged copy the Warehouse Manager destroys his suspense
file copy and permanently files the acknow edged copy.

9. I ncomi ng material inspection by Quality Assurance personnel
must conply with the requirenents specified in UNNCOR s Quality
Assurance Manual. These requirenents include instruction for

qual ity assurance certification on the FPI Form 11 or reasons for
non-inspection. Material may be rejected, retained for rework,

or accepted. Wen material is rejected, Quality Assurance
personnel nust prepare a Receiving Report, EDQ 122 (See Reports
and Fornms Section of this manual). The Receiving Report shall be
revised and adequately annotated as to the extent of defective
material, referencing the EDQ 122 report. Upon conpl etion of
their inspection and certification, quality assurance personnel
will forward the FPI Forns 11 and 122 to the Warehouse Manager.

10. In the case of rejection material, the Warehouse Manager
wi || change the accounting class code from Account 13010, Raw
Mat erials and Supplies, to Account 13030, Defective Material. In

t hose instances of partial acceptance and partial rejection,
separate Receiving Reports should be prepared to facilitate
control over the defective nerchandi se. Upon assurance that the
Recei ving Reports are proper, the Warehouse Manager wi || have the
data entered into APECS.* Rejected material Receiving Reports
are entered to provide support for Account 13030 inventory itens
and to update the APECS data so that corrective action can be
taken to offset the |loss of planned material acquisitions and
avoid an i nventory outage.
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11. After entering Receiving Report data into APECS* the

War ehouse Manager forwards the original and one copy of the FP
Form 11 to the Business O fice. The accountant files the
original in the open voucher bin wth the applicable procurenent
docunentation to provide support for the subsequent paynent. The
extra copy shall be used by accountants to enter Receiving Report
data on to the Receiving Report Register and on UNI COR Stock
Cards, FPI Form 47M The extra copy is then filed nunerically.

A Receiving Report Register is maintained for each factory and
contains colums for date, Receiving Report nunber, Account
22000, Unvouchered Receipts, and other recurring accounts (i.e,
13010), and a m scel |l aneous colum for infrequently used
accounts. At the close of each nonth the register(s) is total ed,
footed and verified. These figures shall then be posted to the
CGeneral Ledger via Journal Entry 8, 8a as appropriate.

12. Posting clerks recal culate stock card unit prices for each
posted receipt. That calculation establishes a new unit price
for the conbined total of old and newitens. The total units
after recording quantity received is divided into the total
dollar value of all itens on the stock card. The result of this
cal cul ation provides the average unit price to be used in
char gi ng subsequent issues into production.

13. The Busi ness Manager is responsible for periodic review and
followup on itens recorded in Account 13030, Defective Materi al
When a deci sion has been nmade to return rejected material a GBL
will be prepared. The Business Ofice personnel wll direct the
War ehouse Manager to acconplish such return. The warehouse
foreman prepares a Stores Requisition and Transfer, FPlI Form 49,
foll ow ng regular requisition procedures. The FPI Form 49,
shoul d be annotated with an explanatory note as to the reason for

the return of the material, identification of the nanagenent
official directing the return, and the GBL nunber that applies to
rel ease of the defective material. |In entering the transaction

in the Requisition Register, Unvouchered Recei pt Account 22000,
will be debited and Defective Material, Account 13030, will be
credited via Journal Entry 12. These sanme procedures wll be
used for return of overshipnents, except the credit side of the
entry in the requisition register will be to Raw Materials and
Supplies Account 13010 follow ng regul ar procedure. The FPI Form
49 shoul d be annotated with the GBL nunber and an expl anatory
note as to the reason for the return of the item The
information is entered into APECS via Transaction T019.

302. STORACE

Storeroom | ayout and procedural plan for the flow of raw materials and
supplies into and out of the storeroomare the responsibility of the
War ehouse Manager and Busi ness Manager. The actual physical storage of
inventory itenms is the responsibility of the warehouse foreman.



8000. 1
Chapter 8500 , CN-31 , Page 8509. 3-5
July 31, 1989

1. Physical Areas. D stinct physical areas shall be naintained
to the extent possible to facilitate the traffic patterns in a
war ehouse operation. The traffic patterns include material flow
fromreceipt to storage to issue. The paperwork flowis from
pur chase order advice of stock due in, to receiving reports,
stock rejection reports, stock issue requisitions and physi cal
inventory data. The people pattern includes receiving stock
items, Quality Assurance inspectors, storing personnel,
stockpul l ers, and personnel who deliver or pick-up the stock
issues. GCenerally, six areas should be designated to facilitate
these traffic patterns and should include a receiving dock,

i nspection area, nmain warehouse, issue room a caged area for
"hot" items, and a warehouse office. This is not neant to
prescribe UNICOR requirenments as the availability of space and
war ehouse requirenents varies significantly at factory |ocations.

a. Recei vi ng dock area - where trucks, etc. are
| oaded and unl oaded. It should be | arge enough to
adequat el y unl oaded, count and initially inspect and
properly examne all incomng material. Al material

must be retained in this area until a Receiving Report
is prepared. After the Receiving Report is prepared
the material is given over to Quality Assurance
personnel for their inspection and certification.

b. Qual ity assurance inspection area - an area w ||
all material is certified or inspected prior to storage
or transfer to production duction. A separate storage
area nust be nmaintained for material that does not pass
i nspection or nust be held pending further tests. A
separate roomw th | ocking door or a steel nesh cage
shoul d be used. Access nust be limted to warehouse
supervi sory personnel or Quality Assurance personnel.

C. Mai n war ehouse area - where all itens that have been

i nspected and certified as acceptable are stored. An
exception to this procedure occurs when specialized or

i mredi ate use itens are transferred imediately to the
production floor. This area nust be |arge enough to
segregate material by type, provide for enpl oyee safety and
provi de adequate aisle space for easy accessibility in
filling factory requisitions. There should be adequate

bi ns, shelves and pallets for effective storage. Lighting
must be adequate to identify nunbers and facilitate | ocation
of stored itens. Adequate heat for wi nter and
cross-ventilation for summer activity nust be provided.
Simlar material should be stored together and flamrabl e
materials nmust be placed in a separate storage area readily
accessible to fire prevention/fighting equipnent.
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Grouping by type in addition to bail nent, defective material and
fl ammabl e materials includes such itens as hardware, | unber,
packagi ng, |eather and cable. For a variety of itens bins
provi de the best nethod of storage. Self-adherence tape or sone
simlar device should be used to adequately identify the itens in
the bin. Bagging of bin stock can facilitate stock control.
Content |abels displaying quantity and unit identification
facilitates stock pulling and the inventory process. New tags
must be used to replace | abels when | ess than a bag quantity is
pul l ed. The benefit of adequate control nore than offsets the
added work of replacing | abels

Shel ving also facilitates the grouping of stored material.
Shel vi ng must be sturdy enough to handle the type of itens stored
and be subject to change when product |ines change. Shel ving
provi des for off-floor storage and easy access for pulling stock.
Bul ky itens should be palletized as another form of shel ving.

d. | ssue area - located in close proximty to the
war ehouse office area. As stock itens are pulled,
orders are assenbled in this issue area. Rechecks can
be readily made to assure that orders are accurately
filled.

e. Caged "Hot" itemarea - |ocated near the receiving
dock to permt "hot" itens and itens that cannot be

i mredi ately counted to be stored until they can be
appropriately handl ed.

f. War ehouse office area - |ocation nust provide
sufficient visibility of the whol e warehouse area to
prevent unauthorized access to stored materials and
supplies. The facility should provide sufficient desk
space and office equi pnent to handl e the paperwork fl ow
required of the warehousing function. |In addition to

t he actual working area, there nust be a "break area"
and adequate restroom and sanitary facilities for

war ehouse personnel .

2. CGeneral Principles for Storeroom Layout. Layout of a stores
area in a UNTCOR field location cannot be prescribed exactly due
to the wwde variation in needs at individual |ocations. However
several universal principles related to | ayout of storage areas
shoul d be appli ed:

a. St ockroons should be laid out so that materials
flow fromreceiving at one end to the distributing
poi nt at the other end.

b. The stockroom should be provided with a main
center aisle to control internal flow, and sufficient
cross aisles to provide ready access to all bins and
shel ves. The main aisle should be wi de enough to
provide for two-way traffic; aisles between shelves and
bi ns should be limted to one-way traffic.
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C. A separat e packi ng and unpacki ng area shoul d be
provided to prevent cluttering aisles with packing
mat eri al s.

d. Sl ower noving itenms should be | ocated away from
the main aisles to facilitate material s handling.

e. A system shoul d be provided to ensure that old
stocks are used first to | essen the risk of
deterioration and damage due to excess handling. Since
lots lose their identity when placed in bins, a plain

| D tag should be attached to each container in a

shi pnment that indicates the date of receipt, or the
contai ners thensel ves can be stenciled as to receiving
dat e.

f. St orage areas shoul d be segregated by type, e.g.,
all bins and shel ves shoul d be together, there should
be a separate area for all pallet racks, etc.

g. Each storeroom shall have an effective | ocater
system It should be logical and sinple to follow in
the event a tenporary warehouseman has to be assigned
in the absence of the warehouseman. |t should be
docunented with a narrative description of the system
as well as illustrations of the primary | ocator codes.
The presence of an effective and easily understood

| ocater systemis essential to an efficient storage
oper ati on.

Access to Stores. At each location, the warehouse forenman
be hel d responsi bl e and accountable for effective storage of

the stock. He will ensure that a throughgoi ng system of
stockroom control is established and foll owed which prevents
unaut hori zed withdrawl s and wi thdrawal s wi t hout proper
docunent ati on and recordi ng of issuance.

a. Most violations of this principle are nmade by

wel | -i ntentioned production personnel whose only
concern is to get needed materials to keep production
going. |If stores are open, unauthorized w thdrawals
with little likelihood of proper recording wll be
made. O her problens created by this practice include,
t he higher probability of w thdraw ng the wong

mat eri al s/ parts and the possibility that a higher
priority need for the stock wll be circunvented; e.g.
pl anned j obs.

b. Al'l stockroonms will be constructed so that entry
and exit can be controlled. No one will be permtted

i nsi de the stockroom unl ess under the personal

supervi sion of a warehouse foreman. In situations
where the warehouse foreman has additional duties, the
storeroomw || be |l ocked in his absence. Procedures
shal | be devi sed whereby routine issues are restricted
to periods of time when the warehouse foreman can be on



hand. Those procedures shoul d



303.

8000. 1
Chapt er 8500, CN-31, Page 8509. 3-8
July 31, 1989

provi de for energency issues under the auspices of the
Busi ness Manager or the AW &E/ Superi nt endent of

| ndustries, with adequate docunentation required for
any withdrawal s nade or itens received during the
absence of the warehouse foreman. (Log Book noting
date of action, materials involved, and the reason for
use of the enmergency process.) Upon return, the

war ehouse foreman shall conplete the necessary
paperwor k such as assi gni ng docunent control nunbers,
preparation of Receiving Reports and/or requisition
docunents and proper distribution of transaction

copi es.

C. Exceptions to these rules will be supported by
written authorizations fromthe appropriate product
Di vi si on Manager, such as, economc justification for
mai nt ai ni ng sone i nexpensi ve conmon use itens on the
factory floor as "Shop-Stock".

4. Safety Considerations. It is the responsibility of every
staff nmenber working within the UNI COR WArehouse to insure that
proper Safety and Sanitation procedures are constantly observed.
Precautions should be taken in advance to insure that |ost tine
due to injures or accidents are avoided. Periodic safety

| ectures should be provided i nmate war ehouse crews. \When held

t hese neetings should be docunented as to the tine held,

personnel in attendance by nanme, subjects discussed and the nanme
of the civilian who held the nmeeting. The original docunent
shoul d be forwarded to the Institutions Safety Manager and a copy
retained in the warehouse files. Accidents can be avoided. By
instructing each nmenber of the Warehouse crew in proper safety
and sanitation techni ques, accidents and hazards can be
elimnated. By instilling a sense of pride and responsibility in
each individual, the warehouse can be a safe and efficient
operation within UN COR

| SSUES

| ssues fromthe warehouse are generally based upon requests fromfactory
managers for production needs Those requests are in the formof six part
Stores Requisition and Transfer, FPI Form 49, attached to an APECS "pick

[ist"*
1. The Factory Manager assigns a factory control nunber to the
FPI Form 49 and specifies the production order to be charged for
the material. The requisition details the itens and quantity

required identified by UNICOR part nunmber and article
description. APECS al so supplies a hard copy "pick list" in bin
sequence to facilitate filling the requisition. The Factory
Manager retains one copy as a suspense file and forwards the
original and 4 copies to the Warehouse Manager.
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2. The Warehouse Manager reviews the requisition for propriety
and assigns sequential accounting control nunbers. The nuneri cal
control is maintained in a requisition | og which adequately
identifies the requisitions for reference purpose. The warehouse
crew pulls the itens requested noting quantities supplied in the
"Furni shed" colum of the requisition. The warehouse forenman
signs the requisition upon determnation that it has been filled
as requested. Should the material requested not be avail abl e,
the requisition will be so notated and reasons will be provided
to the extent possible for failures to fill the requisition as
drawn. Failure to supply factory requests is an indicator of
breakdowns in the material control system A report nust be
submtted to the Business Manager advising of the inventory
probl em so that an investigation can be initiated to advise of
the corrective action that needs to be taken to neet supply
requirenents and to avoid such problens in the future.

3. When a requisition has been filled the warehouse foreman
advi ses the Factory Manager as to the availability of the
materi als requested. The Factory Manager or his del egate

pi cks-up the material and signs the requisition noting that al
itens charged were received. The receiver is provided with one
copy of the requisition. The Warehouse Manager transmts the
mat eri al supplied data into APECS*, files one copy in his
conpleted requisition file, and forwards the original and two
copies to the Business Ofice.

4. Upon receipt for the FPI Form 49, the designated enpl oyee
enters the dollar values for the requisitioned itens and the
accountant records the withdrawal on the Requisition Register.
The original FPI Form49 is filed nunerically, a copy is placed
in the applicable job file, and a copy is furnished to the

requi sitioning office. The Requisition Register shall be
mai nt ai ned for each factory and shall have colums for the date,
requi sition nunber, Account 13010, Raw Materials and Supplies,
maj or or nost recurring accounts (i.e., 14010 and/or 1605-), and
a colum for mscell aneous or infrequently used accounts. At the
cl ose of each nonth the register(s) shall be total ed, footed and
verified. These figures shall be used to post Journal Entry 12
to the CGeneral Ledger.

5. Incidental materials and materials furnished to other

| ocations are frequently requested in a format other than a FP
Form 49. In such instances, the Warehouse Manager w || draw up
the requisition after consulting APECS* to assure that necessary
stock levels are not jeopardized. The requested itens are pulled
and delivered. The Warehouse Manager will transmt the

w t hdrawal information into APECS* and forward the original and
two copies of the requisition to the Business Ofice. The

Busi ness O fice can destroy two copies as the w thdrawal does not
relate to a production job and the Factory Manager advisory is
not applicable unless it materially effects production stock

| evel s.
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6. Wt hdrawal of rolls of steel, druns of paint, rolls of
screening for signs etc. frequently provide sufficient materi al
for many production jobs. In nost instances it is not practical
for warehouse personnel to issue these material itens in the
gquantities required for a single job. |In order to properly

all ocate costs to specific jobs the initial withdrawal is charged
to Raw Materials and Supplies, Account 13020, Shop Stock, via
journal entry 12. It is entered into APECS as a transfer of
material from Raw Materials and Supplies, Account 13010, to Shop
Stock using transaction T014.* Control of shop stock issues to
production jobs becones the responsibility of factory personnel.
As materials in shop stock are needed, the factory forenman
initiates a requisition, has it approved, and a factory control
nunber is assigned by the Factory Manager. The Factory Mnager
retains one copy for his control file. The factory foreman then
removes the needed stock noting quantity taken in the furnished
colum. The original and three copies are forwarded to the

War ehouse Manager for assignnment of a requisition nunber and
transm ssion of data into APECS with transaction T023 or T022.*
The Warehouse Manager retains one copy for his files and forwards
the original and two copies to the Business Ofice where the
standard recordi ng process is acconplished.

7. Transfer of excess material froma conpleted job to a

j ob-in-process on the production floor follows the same procedure
as that for shop stock except for that the job is credited for

t he excess material than shop stock.

BAI LMENT PROCEDURES

1. In the manufacture of certain UNI COR products sone of the
raw material may be furnished by the custoners (bailnment). Wen
the bail nent systemis to be used, procedures for acquiring the
bail ment material will be spelled out in the purchase order
and/or contract. Paynent of freight for the material, either
out goi ng or incom ng should be part of contact negotiations with
the custonmer agency. If UNICORis to be liable for freight, the
estimated cost should be included in the unit cost statenent and
all pricing determnations. Even if the itemto be produced is a
standard UNI COR product, the use of bailnment material requires
that a revised unit cost statenent be prepared recognizing the
use of bailnment material and the revised sales price.
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2. Departnent of Defense Form 250 (DD250) wi |l acconpany any
Government furnished material. This formshould be carefully
exam ned along with the material received. Preferably UNICOR s
qual ity assurance inspection will be acconplished in the presence
of a Quality Assurance Representative from DCAS. The basic
format used for material received is the FPI Form 11 "Recei Vi ng
Report"™ wi thout unit price or total anpunt columm show ng val ues.
The FPI Form 11 shoul d be boldly stanped Governnent Furni shed
Material (GFM. The DD250 control nunber and the contract nunber
shoul d be recorded on the face of the FPI Form 11. Upon

conpl etion of the receiving and inspection process the materi al
must be placed in a separate storage area restricted to bail nent
mat eri al .

3. Al'l control of bailnment material will be by units only.
However the value of a unit, as established by contract, wll be
noted on UNI COR stock cards. (This value will be used to
establish potential liabilities for excess use, |oss, or

di version for other purposes).

4. When bail nent material is used in manufacturing, it is
charged to work in process by use of a FPI Form 49, Storeroom
Requi sition showng units only (No dollar values). Unit
accountability will be maintained in work-in-process. Separate
"MEMO' UNI COR stock cards nust be maintained for each bail nent
item or if using APECS, * unique part nunbers will be established
for the itens by the Product Division prior to initiating jobs.
Bills of Material including the bailnment itens will also be
prepared when applicabl e.

5. When shi pnent of products containing bailnment material is
made, billing should be at the contract unit price, which should
not include the value of bailnment material. Account 12010,

Account s Recei vabl e- Gover nnent, shoul d be debited and Account
41010, Sales to O her CGovernnent Agencies, credited for the
anount of the invoice via Journal Entry 22.

6. Since there will be a specific materials allowance per unit,
accurate accountability nust be maintained. Wen a known | oss
occurs, the cost, using the unit prices shown in the contract,
shoul d be i medi ately charged to an appropri ate expense and
credited to Account 27000, Accounts Payable Deferred. Upon

conpl etion of each contract, a physical inventory should be nade
and adjustnents to Material Stock Control cards and Account 27000
made. |If the job extends over a long term interim physical
inventories should be taken to verify current book bal ances. Any
materials used in excess of the contract shall be charged to
Account 27000. .

7. The final settlenent with the custoner should reflect al
credits due to him At this tinme the total in Account 27000 for
this contract should of fset Account 12010, Accounts

Recei vabl e- Gover nnent via Journal Entry 22.



800. 1
Chapt er 8500, CN- 31, Page 8509. 3-12
July 31, 1989

8. New stock record cards should be created for each contract
order or work order to be produced. Wen materials remain after
conpletion of a contract they nust be renpoved from accountability
of the original contract. |If the custonmer has agreed that they
shoul d be used on subsequent orders, they should be transferred
to a new stock card, appropriately referencing how they were
obtained. The material transferred to the new stock card wll be
shown (menmo only) at the new contract bailnent material val ue,

not the value it was on the previous contract. Transportation
expenses applicable to any unused naterial returned to the
custonmer should be charged to the party designated in the
original contract. Wth APECS, the sane function is perfornmed
usi ng uni que part records and nunbers.*

* Disregard if not yet on APECS






