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DOD XXXX.X-M

DEFENSE PROPERTY, PLANT AND EQUIPMENT ACCOUNTABILITY MANUAL

   

OFFICE OF THE UNDER SECRETARY OF DEFENSE

 (ACQUISITION, TECHNOLOGY AND LOGISTICS)
LOGISTCLO

FOREWORD

This Manual is issued under the authority of Department of Defense (DoD) Directive XXXX.X, “Defense Property Accountability,” dated _____.  It prescribes accountability procedures for Department of Defense property, plant and equipment.

This Manual applies to the Office of the Secretary of Defense, the Military Departments, Chairman of the Joint Chiefs of Staff, the Office of the Inspector General of the Department of Defense, the Defense Agencies, and the DoD Field Activities (hereafter referred to as “the DoD Components”).  This Manual is effective immediately, and the requirements contained herein are mandatory for all DoD Components.  The Heads of the DoD Components may issue supplementary instructions only when necessary to provide for unique requirements to their organizations.

This Manual does not apply to property or material accountable to non-appropriated funds instruments or privately owned property, which has been seized, confiscated, or abandoned, and is now in the Government’s possession.  However, this Manual may be used as a broad guideline for managing such property, consistent with agency procedures.

Send recommended changes to the Manual to:

Director

Correspondence and Directives Directorate, Room 2B946

Washington Headquarters Services

1155 Defense Pentagon

Washington, DC  20301-1155

The DoD Components may obtain copies of this Manual through their own Publications channels.  This Manual is approved for public release; distribution unlimited.  Authorized registered users may obtain copies of this Publication from the Defense Technical Information Center.  Other Federal Agencies and the public may obtain copies via the Internet at http://web7.osd.mil/corres.htm.
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DL1.  DEFINITIONS
DL1.1.  Accountability.  The obligation imposed by law, lawful order, or regulation, accepted by a person for keeping accurate records, to ensure control of property, documents or funds,

with or without physical possession.  Note:  the person who is accountable is concerned with (administrative) control while the person who has possession is responsible for physical control, care, and safekeeping.
DL1.2.  Accountable Property.  A term used to identify Government property that is recorded in a formal property management or accounting system, and is controlled by an identification system with supporting records--from acquisition to disposal.

DL1.3.  Accountable Property Officer (APO).  An individual appointed by property authority who, based on their training, knowledge, and experience in property accountability and control procedures, are charged with: (1) establishing and maintaining an organization’s formal property records and systems, and/or financial records in connection with Government property, irrespective of whether the property is in his or her possession, and (2) implementing associate internal controls.  These responsibilities cannot be delegated.  Comparative terms: Army--Supply Support Accountable Officer; Navy--Accountable Officer; Air Force--Accountable Officer/Chief of Supply/Chief of Material Management; Marine Corps--Accountable Officer. 

DL1.4.  Acquisition.  The act of acquiring hardware, supplies or services through purchase, lease, or other means, including transfer or fabrication, whether the supplies or services are already in existence or must be created, developed, demonstrated, and evaluated.
DL1.5.  Acquisition Cost.  Consists of the amount, net of both trade and cash discounts paid for the property, plus transportation costs and other ancillary costs. 

DL1.6.  Ammunition.  A complete device charged with explosives, propellants, pyrotechnics, initiating composition, or nuclear, biological or chemical material for use in military operations, including demolitions.  Certain suitably modified munitions can be used for training, ceremonial or non-operational purposes.  (Joint Publication 1-02, DoD Dictionary of Military and Associated Terms)

DL1.7.  Asset.  (See: “Property”, DL1.43 and the Definitions provided in paragraph C2.2.)
DL1.8.  Capital Lease.  Leases that transfer substantially all the benefits and risks of ownership to the lessee.  Capital leases must meet the DoD capitalization threshold, and either transfer substantially all the benefits and risks of ownership to the lessee, contain an option to purchase at lease end at a bargain price, have a lease term that is equal to 75 percent or more of the estimated recovery period, or have a value (at beginning of lease term) with minimum lease payments up to or exceeding 90 percent of the fair market value of the leased property.

DL1.9.  Combat Vehicle.  A vehicle, with or without armor, designed for a specific fighting function.  Armor protection or armament mounted as supplemental equipment on non-combat vehicles will not change the classification of such vehicles to combat vehicles.  (Joint Publication 1-02, DoD Dictionary of Military and Associated Terms)
DL1.10.  Completeness.  (1) An act of being complete (e.g., a full up and totally operational weapon system, a completed building, or complete and total receipt of goods and services from a vendor); (2) Assertions about completeness address whether all transactions and accounts that should be presented in the financial statements, or should be included in a file or database, are so included.

DL1.11.  Consumption.  (1) The process of incorporating material into an end item or otherwise using it in the performance of a documented business objective, and (2) the measurement of actual use of consumable items against planned use (American Society for Testing and Materials Standard E-2135-01); also, the loss of identity of an item by incorporation into a higher assembly or through use and ultimate disappearance as a known item or substance.
DL1.12.  Contract.  Any enforceable agreement, including rental and lease agreements and purchase orders, between an Agency and a business concern for the acquisition of property or services.  (DoD Financial Management Regulation, Volume 10)

DL1.13.  Controlled Inventory Items.  Those items designated as having characteristics that may require them to be identified, accounted for, secured, segregated, or handled in a special manner to ensure their safekeeping and integrity.  (DoD 4100.39-M, Volume 10 (Table 61, Controlled Inventory Item Code)).  Controlled inventory items are (in descending order of the degree of control normally exercised):

a.  Classified Items.  Require protection in the interest of national security.

b.  Sensitive Items.  Require a high degree of protection and control due to statutory requirements or regulations, such as narcotics and drug abuse items; precious metals; items which are of a high value, highly technical, or a hazardous nature; and small arms, ammunition, explosives, and demolition material.

c.  Pilferable Items.  Have a ready resale value or application to personal possession and which are, therefore, especially subject to theft.
DL1.14.  Custody/Custodial Responsibility.  The physical possession of the property; and the duty or responsibility to assure that such property is protected or otherwise maintained.  This responsibility is typically assigned to one or more property custodians in specific custodial or work areas.  Note: The person with possession is responsible for custody, care, and safekeeping.  The person who is accountable is concerned with administrative control.

DL1.15.  Custodial Officer.  (see: “Responsible Officer”, DL1.54)

DL1.16.  End-Item.  The final combination of end products, component parts, and/or materials that is ready for its intended use (e.g., a ship, tank, or aircraft (Joint Pub 1-02)).

DL1.17.  End User.  The activity or person that has been provided property with the right and expectation to use it.

DL1.18.  Existence.  (1) The state of physically existing (e.g., a physical inventory is taken of helicopters and each helicopter is validated as existing (e.g., has been seen or touched); (2) assertions about existence address whether assets or liabilities of the entity existed at a given date.

DL1.19.  Federal Agency.  Any Executive Agency or any establishment in the Legislative or Judicial Branch of the Government (except the Senate, the House of Representatives, and the Architect of the Capitol and any activities under his or her direction).

DL1.20.  Final Governing Standards.  Environmental protection standards for U.S.

installations in foreign countries established by Executive Agents appointed in accordance with DoD Instruction 4715.5.
DL1.21.  Financial Liability.  The statutory obligation of an individual to reimburse the Government for lost, damaged, or destroyed Government property as a result of negligence or abuse.  (DoD Financial Management Regulation Volume 12, Chapter 7)
DL1.22.  General Fund.  For financial statement reporting purposes, any funds other than Defense Working Capital Funds. 
DL1.23.  Gross Negligence.  An extreme departure from the course of action to be expected of a reasonably prudent person, all circumstances being considered.  The act is characterized by a reckless, deliberate, or wanton disregard of foreseeable consequences. (DoD Financial Management Regulation Volume 12, Chapter 7)
DL1.24.  Internal Control.  The plan of an organization and all its methods and measures adopted within an organization to safeguard its assets, check the accuracy and reliability of its accounting data, promote operational efficiency, and encourage adherence to prescribed managerial policies.  (Dictionary of Military Science)
DL1.25.  Inventory Adjustments.  Changes made to the official accountability record when physical counts and official records do not agree.  All such changes require specific approval and documentation to support the adjustment, normally to include results of reconciliation efforts to determine and resolve the causes(s) of such disagreement.

DL1.26.  Investigation.  A means of determining the facts related to lost, damaged, or destroyed Government property or materiel; determining the present condition of such property; receiving recommendations as to disposition, retention, and further accountability for such property; or determining the responsibility for loss, damage, or destruction of Government property and materiel.  (DoD Financial Management Regulation Volume 12, Chapter 7)
DL1.27.  Item.  A generic term meaning any article produced, stocked, stored, issued, or used.  (DoD Financial Management Regulation Volume 12, Chapter 7)
DL1.28.  Liability.  For the purposes of this manual, the state of being responsible or answerable for the loss, gain, damage, or destruction of Government property.  (DoD Financial Management Regulation Volume 12, Chapter 7)

DL1.29.  Lost, Abandoned or Unclaimed Private Property.  Privately-owned personal property which has come into the possession, custody, or control of any agency or activity of DoD through loss or abandonment, and which is unclaimed by the owner.
DL1.30.  Military Equipment.  All non-expendable items needed to outfit or equip an individual or organization for the conduct of military missions.

DL1.31.  Munitions.  Munition (singular)--a complete device charged with explosives, propellants, pyrotechnics, initiating composition, or nuclear, biological, or chemical material for use in military operations, including demolitions (Joint Publication 1-02, DoD Dictionary of Military and Associated Terms).  As commonly used, munitions also include the component parts of a completed munition.
DL1.32.  Museum Collection.  Items of significant historical or other value to the owning DoD Component or Department.  Similar to the Historical Artifact definition found in DoD 

4160.21-M.  Items in a Museum Collection are considered historical artifacts (includes books, manuscripts, works of art, drawings, plans, and models), if so identified by the museum director or curator as historically significant, are acquired from approved sources, and are suitable for display in a military museum.  Such determinations are typically based on the item’s association with an important person, event, or place; because of traditional association with a military organization; or that it is a representative example or represents a significant technological contribution to military science or equipment.  Museum collections are generally considered Heritage Assets.

DL1.33.  National Stock Number (NSN).  The term used for the 13-digit stock number consisting of the four-digit Federal Supply Class and the nine-digit National Item Identification Number.  Each NSN is assigned to identify an item of supply and equipment within the materiel management functions.  The term NATO Stock Number is also abbreviated NSN and is used as a synonym to National Stock Number in logistics matters involving NATO Headquarters or the individual NATO or friendly countries.  Only one NSN will be assigned to an item.

DL1.34.  Negligence.  The failure to act as a reasonably prudent person would have acted under similar circumstances.  An act or its omission that a reasonably prudent person would not have committed or omitted under similar circumstances and which is the proximate cause of the loss of, damage to, or destruction of Government property.  Failure to comply with existing laws, regulations, or procedures may be considered as evidence of negligence.  (DoD Financial Management Regulation Volume 12, Chapter 7)
DL1.35.  Non-Appropriated Funds.  Funds generated by DoD military and civilian personnel and their dependents and used to augment funds appropriated by the Congress to provide a comprehensive, morale-building, welfare, religious, educational, and recreational program, designed to improve the well-being of military and civilian personnel and their dependents.

DL1.36.  Non-Appropriated Fund Property.  Property purchased with non-appropriated funds by religious activities, morale welfare or recreational functions, post exchanges, ships stores, officer and noncommissioned officer clubs, and similar non-appropriated fund activities.
DL1.37.  Operating Leases.  Leases that do not transfer the risks of ownership to the lessee.
DL1.38.  Overseas Environmental Baseline Guidance Document.  The DoD document promulgated in accordance with DoD Instruction 4715.5, that provides specific environmental criteria to be used by Executive Agents for establishing Final Governing Standards for U.S. installations overseas.
DL1.39.  Physical Inventories.  Verification of property held in accountable records through physical counts and reconciliation of the physical item count to the accountable records.
DL1.40.  Principal Item.  End-items or replacement assemblies of such importance to operational readiness that management techniques require centralized individual item management, to include items at depot level, base level, and using unit level.  Central individualized management means these items are not stocked for general release to authorized supply customers under automated order-and-issue procedures.  Rather, the integrated material manager must take manual action to direct permanent reassignment and transfer of an asset.  Other Principal Items may be nationally stocklisted (e.g., aircraft engines, aircraft pods).  Principal Items are usually controlled by a unique serial number (i.e., ship number, tail number).

DL1.41.  Privately-Owned Personal Property.  Personal effects of (military or civilian) that are not, nor will ever become, Government property unless the owner (or his/her heirs, next of kin, or legal representative of the owner) executes a written and signed release document unconditionally giving the U.S. Government all rights, title and interest in the privately-owned property.
DL1.42.  Production Equipment.  Property used in the conversion of raw materials into products and/or components thereof, through a series of manufacturing processes.  It includes functions of production engineering, controlling, quality assurance, and the determination of resources requirements.  Production equipment is generally held by contractors and used in the production of end-items.  (See also: Property, Plant and Equipment, Chapter 2, paragraphs C2.2.3.1)


DL1.43.  Property.  A generic term used throughout this manual to indicate any tangible or intangible asset; essentially: (1) Anything owned having monetary value; (2) tangible or intangible items owned by an entity that have probable economic benefits that can be obtained or controlled by the entity.  (See also: Asset, DL1.7 and the Definitions provided in paragraph C2.2.)  

DL1.44.  Property Management.  A monitoring and control function, charged with assuring that organizational processes related to the lifecycle management of property support organization objectives, represent sound business practice, and are compliant with applicable standards, policies, regulations, and contractual requirements (American Society for Testing and Materials Standard E-2135-01).

DL1.45.  Property Management System.  A subset of existing organizational processes related to the lifecycle management of property.  These processes represent sound practice and are compliant with applicable standards, policies, regulations, and contractual requirements

(American Society for Testing and Materials Standard E-2135-01)

DL1.46.  Property Record.  A general term referring to any property record.  The term is inclusive not only of stock record accounts, but also of organization and installation property books, clothing and equipment records, hand receipt records, or any system of files for property records.  Also called, “Property Account.”  (DoD Financial Management Regulation Volume 12, Chapter 7). 

DL1.47.  Proximate Cause.  The cause which, in a natural and continuous sequence of events unbroken by a new cause, produced the loss or damage.  Without this cause, the loss, gain, or damage would not have occurred.  It is further defined as the primary moving cause, or the predominate cause, from which the loss, gain, or damage followed as a natural, direct, and immediate consequence.  (DoD Financial Management Regulation Volume 12, Chapter 7)
DL1.48.  Raw Material.  Unprocessed commodities generally in an unrefined state.

DL1.49.  Receipt.  A transmission or other acknowledgement made by a receiving entity to indicate that a message or good/service has been satisfactorily received.  (Joint Publication 1-02, DoD Dictionary of Military and Associated Terms)
DL1.50.  Receiving.  The process of accepting and initiating the property accounting process; its primary role is the validation of the item(s) with its accompanying support documentation (e.g., shipment notice, purchase order), documenting count and condition, damage or other discrepancies.

DL1.51.  Reconciliation.  The process to ascertain if accountability records are consistent and in agreement with the physical assets.

DL1.52.  Repair Parts.  Items held in physical inventory to support the maintenance and repair of end items.  

DL1.53.  Responsibility.  An obligation for the proper custody, care, and safekeeping of property or funds entrusted to the possession or supervision of an individual.  (DoD Financial Management Regulation Volume 12, Chapter 7)
DL1.54.  Responsible Officer (or Custodial Officer).  An individual appointed by proper authority to exercise physical custody, care, and safekeeping over property entrusted to their possession or under their supervision.  (DoD Financial Management Regulation Volume 12, Chapter 7)

DL1.55.  Responsible Person.  An individual issued Government property on the basis of a property receipt.  (DoD Financial Management Regulation Volume 12, Chapter 7)
DL1.56.  Salvage.  Property that has some value in excess of its basic material content, but is in such condition that it has no reasonable prospect of use for the purpose originally intended, and its repair or rehabilitation for use is impractical.

DL1.57.  Scrap.  Property that has no value except for its basic metallic, mineral, or organic content.

DL1.58.  Secondary Items.  Property that by itself cannot be categorized as a Principal Item or end item; that is, secondary items are consumed in use, are components of a higher assembly, or lose their identity in use.  They are items of supply rather than items of equipment.  They include reparable components, subsystems, and assemblies, consumable repair parts, bulk items and materiel, subsistence, and expendable end items, including clothing and other personal gear.  (See also: Merchandise, Chapter 1, paragraph C2.2.2.)

DL1.59.  Stewardship Land.  Stewardship Land is Government-owned land and land rights that were previously public domain, donated to the Government, or otherwise not acquired by purchase.  Most Stewardship Land was previously public domain land.

DL1.60.   Support Equipment.  Property that is subordinate to, or associated with, an end item and required to operate, service, repair or overhaul an end item.  These are end items but not of such importance to operational readiness that they require centralized individual management.  These are items that the supply customer can obtain from the official logistics supply system through essentially automated processing.  

DL1.61.  Valuation.  The act of estimating the value or worth; assigning a value to an item.

DL1.62.  Weapon System.  Items that launch, release, carry, or fire a particular piece 

of ordnance, and items that carry weapons systems related property, equipment, 

materials or personnel.  (See also: Property, Plant, and Equipment, Chapter 2, paragraph C2.2.3.1.)
DL1.63.  Willful Misconduct.  Intentional damage, destruction, misappropriation, or loss of Government property.  (DoD Financial Management Regulation Volume 12, Chapter 7)
DL1.64.  Working Capital Funds.  A revolving fund established to finance inventories 

of supplies and other stores, or to provide working capital for industrial-type activities. 

(Joint Publication 1-02, DoD Dictionary of Military and Associated Terms) 

DL1.65.  Zone of the Interior.  For the purposes of this manual, a term used to designate

the United States and its territories and possessions.  Includes the 50 States, District

of Columbia, American Samoa, Guam, Puerto Rico, and U.S. Virgin Islands.



C1.  CHAPTER 1
GENERAL INFORMATION

C1.1.  PURPOSE  

This Manual:


C1.1.1.  Integrates the broad requirements of the Federal Property and Administrative Services Act of 1949, as amended (Act of 30 June 1949, 63 Stat. 377, 40, and the Chief Financial Officers (CFO) Act of 1990 (references (a) and (b)), into an overarching property accountability policy, including standard terminology that can be applied to all Department of Defense (DoD) business disciplines (e.g., acquisition, property management, logistics, financial management). 

  
C1.1.2.  Provides a comprehensive framework for DoD property accountability policies, procedures and practices; assists DoD managers, property and financial officers, and other officials in understanding their roles and responsibilities, relating to property management,  including the acquisition, stewardship, management, and (financial) reporting of Government-owned property, in coordination with financial and accounting policy.

C1.2.  APPLICABILITY AND SCOPE

This Manual:



C1.2.1.  Applies to the Office of the Secretary of Defense, the Military Departments, Chairman of the Joint Chiefs of Staff, the Office of the Inspector General of the Department of Defense, the Defense Agencies, and the DoD Field Activities (hereafter referred to as “the DoD Components”).  The Heads of the DoD Components may issue supplementary instructions when necessary to provide for unique requirements to their organizations.  The requirements of this manual do not apply to contractors operating under the Federal Acquisition Regulation.



C1.2.2.  Establishes accountability policy for Property, Plant and Equipment, and contains concepts and procedures useful for asset management throughout DoD, particularly so for property in the possession of individual military units and end-users.  This manual, however, does not supercede the prescriptive requirements found in DoD 4140.1-R, Materiel Management Regulation (reference (c)), and DoD 4000.25-M-2, Military Standard Requisitioning Transaction Reporting and Accounting Procedures (reference (d)), which establishes accountability for Inventory and Related Materiel .


C1.2.3.  Provides in an enterprise context, a degree of uniformity in the identification, classification, management, and reporting of DoD property and materiel.

  C1.2.4.  Enhances communication across disparate business areas; promotes successful systems’ interfaces through use of standardized terminology, policies, procedures and practices.  

 
  
C1.2.5.  Sanctions the best practices achieved by other governmental and non-governmental bodies, for property accountability and inventory management practices within the Department of Defense
.



C1.2.6.  Achieves a level of functional consistency by way of enterprise-wide property management principles.




C1.2.7.  Fosters a climate of continuous improvement, whereby the success of business

operations can be achieved and sustained--with meaningful performance measures, in the proper 

context.



                                                 C2.  CHAPTER 2
PROPERTY CATEGORIES AND REPORTING TERMINOLOGY  
C2.1.  BACKGROUND
  



C2.1.1.  The Federal Property and Administrative Services Act (reference (a)) requires

each executive agency to: 




C2.1.1.1.  Maintain adequate inventory controls and accountability systems for the property under its control, 




C2.1.1.2.  Continuously survey property under its control to determine which is excess property, and promptly report such property to the Administrator, General Services Administration (GSA), 




C2.1.1.3.  Properly care for, physically protect, and handle property, and




C2.1.1.4.  Transfer or dispose of such property, as promptly as possible, in accordance with authority delegated and regulations prescribed by GSA.



C2.1.2.  The CFO Act (reference (b)) established the framework for improved Federal financial management, and established roles and responsibilities in key financial management, leadership and accountability functions.  More specifically, the Act was intended to: 




C2.1.2.1.  Enhance general and financial management practices within the federal Government, 




C2.1.2.2.  Provide the framework for each agency of the federal Government to improve accounting, financial management, and internal controls, 




C2.1.2.3.  Ensure the reporting of reliable financial information, deterring potential fraud, waste, and abuse of Government resources, and 




C2.1.2.4.  Provide for the production of complete, reliable, timely and consistent financial information for use by the Executive Branch and the Congress.



C2.1.3.  Federal Accounting Standards Advisory Board (FASAB).  The FASAB issues the Statements of Federal Financial Accounting Standards (SFFAS).  These standards: 




C2.1.3.1.  Establish the necessary framework to comply with reference (b),




C2.1.3.2.  Enable the federal Government to produce timely and reliable financial information, for inclusion in annual financial statements.  These statements, subject to outside audit, provide an important link to financial and program performance, and 




C2.1.3.3.  Improve accounting systems and internal controls to provide reasonable assurance that Government activities are being conducted economically, efficiently, effectively, and in compliance with applicable laws and regulations. 
C2.2.  DEFINITIONS  

All DoD-owned tangible assets, and certain intangible assets, are classified as: 1) Personal or Real Property, or 2) Inventory and Related Materiel.  For the purposes of this Manual, the classifications and definitions described in paragraph C2.2.3. shall serve as standard terminology.  The terminology may differ depending on the functional area, the process or mission outcomes to be derived, and/or the context used.  The DoD Components should be keenly aware of these classification terms, and their cross functional inter-relationship.  Additional definitions can be found in Section DL1.


C2.2.1.  Property.  Defined as follows:




C2.2.1.1.  Personal Property.  Any property, except Real Property.  Intangible assets such as software, copyrights and similar intellectual assets are considered personal property so long as they meet the other criteria for property; specifically, that they are relatively long-lived (2 
years or more), and retain their individual identity throughout the lifecycle.  Cash, marketable securities (e.g., stocks and bonds), and accounts receivable are considered monetary (or liquid) assets rather than personal property.  




C2.2.1.2.  Real Property.  Land, buildings, structures, equipment attached to and made part of buildings and structures (such as heating systems), but not movable equipment (such as plant equipment).  Land rights are considered Real Property, representing interests and privileges in land owned by others, such as leaseholds, easements, rights-of-way, mineral rights, and other like interests in land.  All land and land rights are considered Real Property; there are no minimum cost criteria (see DoDD 4165.6, reference (e).)


C2.2.2.  Inventory and Related Materiel (IRM).  IRM consists of supplies (also known as Secondary Items), munitions, spare parts, and raw materials held in stock pending sale or issue.  These are items which, once in the hands of the end-user1, are expected to be consumed (e.g., fuel or munitions) or become part of a higher assembly (e.g., spare parts).  In other words, these items lose their identity when consumed (i.e., used).  In contrast, “property” is considered relatively long-lived (2 years or more), retains its identity in use, and meets certain minimal cost criteria (e.g., a stapler may last longer than 2 years and retains its identity in use, but it is still considered a supply item because of its relatively low cost).  There are three subcategories of IRM:




C2.2.2.1.  Merchandise.  Merchandise is materiel held in “stock” in a formal logistics system, and/or held by Working Capital Fund entities for sale, repair pending sale (used for performing a service for a fee), or disposal, in the normal course of business.

1
.  The term “end-user” refers to the activity that will consume the item.  In this context, consumption is the loss of identity of an item by incorporation into a higher assembly or through use and ultimate disappearance as individually identifiable item or substance.  For instance, a spare tire is consumed simply by being available in the trunk of a car and becoming “part” of the car.  Generally, Inventory and Related Materiel is considered “consumed” when sold or issued to the end user. (see Definition DL1.17)





C2.2.2.2.  Operating Materiels and Supplies (OM&S).  OM&S consists of munitions and Secondary Items held in stock in a formal logistics system by General Fund entities for issue (rather than for sale) to an end-user for use by that end-user, repair pending issue, or disposal (in the normal course of business).



C2.2.2.3.  Stockpile.  Raw materials managed by the Defense National Stockpile Center, Fort Belvoir, Virginia.




C2.2.3.  Some DoD-owned personal property and real property are categorized for accounting purposes as Property, Plant and Equipment, which is defined as follows:




C2.2.3.1.  Property, Plant, and Equipment (PP&E).  PP&E consists of assets owned by the Government, including, 1) General PP&E, 2) Stewardship Land, and 3) Heritage Assets.  In some cases, PP&E includes leased items (see paragraph C3.2.9.1., Capital Lease).


C2.2.3.1.1.  General PP&E.  Personal property, including military equipment,2 that have an estimated useful life of 2 years or more; are not intended for sale in the ordinary course of operations; are acquired or constructed with the intention of being used, or being available for use by an entity; are not components of a higher assembly, and are not consumable (do not lose their individual identity through use).  PP&E includes Real Property (except Stewardship Land), and certain intangible assets such as software, copyrights, and land rights
.   

For entities operating as business-type activities (WCF Activities), all PP&E used in the performance of their mission shall be categorized as general PP&E whether or not it meets the definition of other PP&E categories.  This does not preclude WCF activities from reporting Heritage assets they own and that are used in the performance of their mission.







C2.2.3.1.2.  Stewardship Land.  Government-owned land and land rights that were previously public domain, donated to the Government, or not purchased. (Most Stewardship Land was previously public domain land.)





C2.2.3.1.3.  Heritage Assets.  Real and personal property with importance at the national level, due to significant historical, natural, cultural, educational, artistic or architectural (e.g., aesthetic) value.  Heritage Assets can also include “heritage collections” (e.g., museum collections, art collections, archival records), cemeteries, and archeological sites.  Some Heritage Assets are considered multi-use Heritage Assets because they are used for operational purposes (e.g., a headquarters building that is also on the National Registry of Historical Buildings), while others are maintained strictly as Heritage Asset, only. 

2.  At the time of publication, DoD’s position was to include Military Equipment as General PP&E.



C2.2.4.   Figure 
C2.F1. graphically portrays the categories and sub-categories in an easy-to-read matrix.  This matrix is a tool useful for cross-referencing terminology, and/or for accommodating financial and logistics (readiness) requirements.  
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C3.  CHAPTER 3

PROPERTY RESPONSIBILITY AND STEWARDSHIP POLICY
C3.1.   GENERAL  

The DoD Components are responsible for all property they acquire, lease or otherwise obtain, throughout an items’ lifecycle--from initial acquisition and receipt, through accounting and custody, until formally relieved of accountability by authorized means, including disposition, or via a completed evaluation and investigation for lost, damaged, or destroyed property.  


C3.1.1.  All Federal employees are responsible for the proper use, care, and physical protection of Government owned property.  This responsibility includes but is not limited to: 




C3.1.1.1.  Using Government property for official business only; 




C3.1.1.2.  Complying with all applicable regulations or contractual requirements; 




C3.1.1.3.  Reporting theft, lost, damaged or destroyed property; 




C3.1.1.4.  Contacting the security office if property is in danger of being 
vandalizedvvandalized; and




C3.1.1.5.  Reporting any misuse of Government property to appropriate investigative organizations, through appropriate channels. 



C3.1.2.  All persons entrusted with Government property are responsible for its proper care and stewardship.  The DoD Components shall ensure such individuals possess and continually demonstrate an appropriate level of competence and proficiency in property management, and a working knowledge in related fields such as acquisition, law, safety, environmental protection, demilitarization, accounting, administration, and business management.  (See DoD Directive 5010.16 (reference (f)).  Moreover, such individuals should be held to the highest ethical standards.  



C3.1.3.  Internal controls shall be established and maintained to safeguard records from being compromised. (See DoD Directive 5010.38 (reference (g)).  

C3.2.   ACCOUNTABLE PROPERTY OFFICERS (APO) 

To accomplish the responsibilities of paragraph C3.1.2., and consistent with chain of command protocol, the DoD Components shall appoint an APO (in writing). 



C3.2.1.  APO responsibilities include (these responsibilities cannot be re-delegated):




C3.2.1.1.  Establish and maintain the property records of a property account or system;




C3.2.1.2.  Monitor the acquisition, storage, utilization, transfer, and disposal of property, and maintaining a record of all transactions;




C3.2.1.3.  Ensure that all property received and issued is distinctively identified as leased, loaned, or Government-owned property;




C3.2.1.4.  Issue custody receipts or similar documents designed to assign the responsibility for property;




C3.2.1.5.  Evaluate culpability when personal property has been reported lost, damaged, misused, or stolen; report and recommend appropriate action, and assist in investigations, as required;




C3.2.1.6.  Perform a joint inventory when transferring the organization’s personal property account to a new property account, and properly execute and sign the required documentation;




C3.2.1.7.  Certify that the personal property assigned to the unit or organization was properly inventoried;




C3.2.1.8.  Make and document appropriately adjustments to the property records for any change in the status of personal property (e.g., loan, loss, damage, disposal, transfer, excess, sale, closure, etc.).


C3.2.2.  Operating Principles  




C3.2.2.1.  Property management systems must substantially comply with the property management systems requirements prescribed by the Joint Financial Management Improvement Program (JFMIP).  (See http://www.jfmip.gov.)



C3.2.2.2.  Accountability shall be established by receipt and acceptance.  




C3.2.2.3.  Accountability for property shall not be compromised by virtue of its status within the lifecycle (e.g., unserviceable, obsolete, excess, surplus), or by its physical location (e.g., loading platform, in-transit, third parties).




C3.2.2.4.  Accountability shall be established and maintained using the latest technology.  The use of barcode technology is mandatory unless demonstrably proven through

cost benefit or other analysis that implementation would not be practicable.
C3.2.3.  Accountable Records.  Accountable records shall be established for all property and materiel acquired, leased, or otherwise obtained, consistent with the following: 1) for supply, maintenance (logistics) system wholesale stocks, inventory management records (which by their nature are accountable records) shall be established and maintained in accordance with DoD 4140.1-R, Materiel Management Regulation (reference (c)), and DoD 4000.25-M-2, Military Standard Requisitioning Transaction Reporting and Accounting Procedure (reference (d)), as applicable; 2) for all other property, accountable records shall be established for items having a unit acquisition cost of $5,000 or more (land, regardless of cost), and items that are sensitive or classified (see DoD 4100.39-M, Volume 10 [Table 61, Controlled Inventory Item Code], reference (h)).  In all cases, records must provide a complete auditable trail of all transactions.  Regardless of the type of property, the following information represents those universal data elements applicable to all property management, inventory management, or property accountability records and systems, and shall be applied, as appropriate.  (Refer to paragraph C3.2.4.) 




C3.2.3.1.  A designation of specific property category or a means to apply business rules for making such a determination.




C3.2.3.2.  A history of asset activity (transaction based, including individual quantity additions, deletions, and account balances).  In the event historical information is not available, the record should be appropriately annotated.


      
C3.2.3.3.  Acquisition cost.




C3.2.3.4.  Date received/accepted.




C3.2.3.5.  Description of the property item (nomenclature).

      

C3.2.3.6.  Location.




C3.2.3.7.  Condition (e.g., serviceable, ready for use, unserviceable, damaged, destroyed, adequate, substantial, inadequate, etc.).  Information on Supply Condition Codes is contained in appendix B6 of DoD 4000.25-M-2 (reference (d)).




C3.2.3.8.  Quantity on hand.


      
C3.2.3.9.  National Stock Number, serial numbers, bar codes, or other unique identifiers (e.g., hull, building, tail numbers, vehicle registration, disposal turn-in document number, as may be appropriate and necessary).




C3.2.3.10.  Contract, Purchase Order, or other procurement vehicle identification.




C3.2.3.11.  Invoice and/or Receiving Report Number.




C3.2.3.12.  Transaction date.




C3.2.3.13.  Estimated useful life (for capitalized General PP&E).




C3.2.3.14.  Salvage value (when applicable, for General PP&E).  


C3.2.4.  Other Property Management Records.  Notwithstanding the minimum requirements set forth in C3.2.3., the DoD Components shall establish records and maintain accountability for property provided to third parties (e.g., contractors, other federal agencies, State and local Governments, foreign governments), where the property is formerly of Government possession, and where title of the property remains with the Government.  Records shall reflect current status and location, until disposition of property (e.g., return to the Government) or until formally relieved of accountability by authorized means, including consumption or via a completed evaluation and investigation for lost, damaged, or destroyed property. 




C3.2.4.1.  Separate accountable records or other record keeping instruments may be established when otherwise required by law, policy, regulation, or agency direction.  This includes, but is not limited to: 1) for controlling pilferable items, weapons (see DoD 4140.1-R (reference c)); 2) for managing hazardous or dangerous property (such property is typically regulated by federal or State environmental and safety laws); 3) for managing software with licensing arrangements; 4) for managing property with demilitarization implications (see DoD 4160.21-M-1 (reference (i)); or 5) for managing scrap sales under Qualified Recycling Programs (see DoD Instruction 4715.4, reference (j)).




C3.2.4.2.  The DoD Components shall rely on a contractor’s existing property management systems to account for and manage property acquired by virtue of contract requirements.  Financial or other information on acquired property shall be obtained from contractors, in accordance with agency procedures.



C3.2.4.3.  Excess and Foreign Excess Personal Property.  Accountability may be 

maintained by disposal turn‑in document or consolidated into homogeneous groups and

accounted for as batch-lots.  Information on property disposal is contained in reference (k).




C3.2.4.4.  Scrap.  Scrap property will be accounted for by classification of type and quantitative units of weight. 


C3.2.5.  Property Located Outside Zone of Interior (ZI).  Requirements may be levied by the DoD Executive Agent’s Final Governing Standards (FGS) for the host nation, or the DoD Overseas Environmental Baseline Guidance Document (reference (l)), where no FGS exists. 


C3.2.6.  Accounting for Property In-Transit.  The accountable organization (e.g., inventory organization, shipper) shall retain accountability for property in an in-transit status, until such time as receipt and acceptance is formally acknowledged by the consignee (along with resolution of shipping and other discrepancies).  Discrepancies will be processed in accordance with Defense Logistics Management Standards Office guidance on Reporting of Supply Discrepancies, DLAI 4140.55/AR 735-11-2/SECNAVINST 4355.18A/AFJMAN 23-215 (reference (m)), where applicable, or by other appropriate means.  Business rules (e.g., timetables) for establishing acceptance protocols should be established between consignee and consignor.  To support this activity, procedures must at a minimum:




C3.2.6.1.  Record nomenclature, quantity, and value of items shipped from contractors or vendors for which title has passed to the Government,





C3.2.6.2.  Record the nomenclature, quantity, and value of items shipped from one organization to the other (for which accountability is retained by the accountable organization until receipt and acceptance by the recipient), and




C3.2.6.3.  Record the nomenclature, quantity, and value quantity of items being moved from one location to another.


C3.2.7.  Systems Integration.  Property accountability/management systems must support true integration with other systems and processes, particularly those for financial and acquisition management, and logistics.  


C3.2.8.  Use of Acquisition Value.  Standard prices maintained by the Defense Logistics Agency’s Defense Logistics Information Service shall be utilized for property not meeting the capitalization threshold.  In the event standard prices are not available, such as for non-catalog items, alternative methods/sources may be used, including vendor invoices or other commercial sources.  When actual acquisition values are unknown, estimates based on the latest cost of similar items (at the time of acquisition), or the latest cost of similar assets discounted for inflation since the time of acquisition, may be used.  Such methods/sources shall be applied consistently throughout the property management system.  Vendor invoices shall be used exclusively for property meeting the capitalization threshold.


C3.2.9.  Leases.  




C3.2.9.1.  Capital Leases.  Property acquired under a capital lease is treated like any other purchased asset.  If at its inception, a lease meets one or more of the following criteria, the lease is considered a capital lease (see DoD 7000.14-R, Volume 4, Chapter 6 
(reference (n)):




C3.2.9.2.  The lease transfers ownership of the property to the lessee by the end of the lease term,




C3.2.9.3.  The lease contains an option to purchase the leased property at a bargain price,




C3.2.9.4.  The lease term is equal to or greater than 75 percent of the estimated useful life of the leased property, or




C3.2.9.5.  The present value of rental and other minimum lease payments, excluding that portion of the payments representing executory cost, equals or exceeds 90 percent of the fair value of the leased property.


C3.2.10.  Operating leases.  Leased items are not generally considered accountable property.  

C3.3.  PHYSICAL INVENTORIES  


C3.3.1.  General.  Properly planned and executed, physical inventories and location surveys serve to continuously improve (property) system accuracy; however, the type (method) and scope (intention) of the physical inventory function depend largely on management’s expectations.  These include: assuring readiness (see reference (c), (d); for existence, completeness, and valuation testing; as an internal control measure: or to meet other mission objectives.  Physical inventory plans must be coupled with an awareness of the item’s general sensitivity, to include its acquisition or replacement cost, its security classification, and/or its criticality.  Sampling methods may be used where appropriate, provided they achieve statistically valid results.  Sampling methods, however, are clearly not appropriate for classified or sensitive property   


C3.3.2.  Physical Inventories of PP&E.  General PP&E personal property shall be inventoried at least annually.  Heritage Assets shall be inventoried at least every 3 years.  Real Property and Stewardship Land shall be inventoried at least every 5 years. 


C3.3.3.  Inventory Plans and Methods.  Procedures must substantially comply with, and support, the inventory systems requirements outlined in the Joint Financial Management Improvement Program. (See http://www.jfmip.gov.)  In general, there are four types of physical inventories: 




C.3.3.3.1.  Cyclic.  A scheduled physical inventory conducted on a group of items 

within a specified period of time, according to an established plan (this includes wall-to-wall

inventories);




C.3.3.3.2.  Special.  A scheduled physical inventory of selected items for reasons 

deemed appropriate by the DoD Component;




C3.3.3.3.  Spot.  An unscheduled inventory, usually conducted at random, to 

determine record accuracy; and




C3.3.3.4.  Selected Item. An unscheduled physical inventory, typically conducted

when accountable property records reflect a zero balance;


C3.3.4.  The following universal concepts apply to all types of physical inventories:




C3.3.4.1.  Physical Count.  A physical count of the item(s), for the purpose of verifying the (accountable) record’s posted balance,




C3.3.4.2.  Reconciliation.  The process of aligning the physical count with the recorded on-hand quantity, and




C3.3.4.3.  Location Validation.  The process of verifying an asset’s actual location, as compared to the location posted on the record.

C3.4.  PROPERTY DISPOSITION
Defense property shall be disposed in accordance with established policies operating under public law (see DoD 4160.21-M, (reference (k), and DoD 4160.21-M-1, (i)).

C3.5.  RECORDS MAINTENANCE
Records and supporting documentation shall be maintained in accordance with DoD Records Management Program DoD Directive 5015.2 (reference (o)).

C3.6.  
ACCOUNTING FOR GOVERNMENT PROPERTY LOST, DAMAGED, OR DESTROYED.

Policy and procedures for property reported as lost, damaged, or destroyed are prescribed in DoD 7000.14-R, “DoD Financial Management Regulation,” Volume 12, Special Accounts Funds and Programs, Chapter 7, Financial Liability of Government Property Lost, Damaged, or Destroyed (reference (p)).
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