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ABSTRACT

The purchase of mllions of dollars in Government
property by various prograns within the Departnment of the
Navy in the developnent of many ACAT-1 Major Systens
acqui sition prograns need to be reviewed to determne if
the proper regul atory guidance exists. The purpose of this
research was to investigate what, if any policies, provide
Program Managers of Major System Acquisition with the
proper gui dance in the managenent control and of Governnent

acquired property.

The thesis exam nes an existing ACAT-1 program w thin
the Departnent of the Navy, provides a full accounting and
value of the property acquired to date. The research wll
determne to what extent the existing property managenent
regul ati ons were used, the current status of the property
acquired and what actions have been taken to ensure that

all the property acquired to date is fully accounted for.

Recomrendations will focus on areas associated wth
the establishnment of Departnent of Navy regulatory policy
at the property nmanagenent |level as well as the devel opnent
of policy guidance for the proper purchase, distribution

and control of property at the program|evel.



THI'S PAGE | NTENTI ONALLY LEFT BLANK

Vi



TABLE OF CONTENTS

I NTRODUCTIT ON. . . . . e e e e e e e e e 1
A PURPGOSE. . . . . 1
B. BACKGROUND. . . . .ttt e e e e e e 1
C. OBJECTIVES OF THE RESEARCH . . .. .. ....... ... ... .... 9
D RESEARCH QUESTIONS. . . ... ... . . . i 11

1. Primary Research Question .................. 11

2. Secondary Research Questions................ 11
E SCOPE AND ORGANI ZATI ON .. . .. oo e 11
F RESEARCH METHODOLOGY . . . ot i ot e e e e e e 12
G DATA GATHERING. . . . .. e 13
H BENEFI TS OF RESEARCH. . . .. ... .. i 14
I SUMVARY. . . 14

OVERVIEW ON THE EFFECTIVE AND EFFICIENT USE AND
MANAGEMENT COF PROPERTY REGULATIONS AT THE PROGRAM

MANAGEMENT LEVEL. . . . . . e 17
A. BACKGROUND. . . . .o e e e e e e e e e 17
B. GUl DANCE ON GOVERNMENT- FURNI SHED PROPERTY........ 18
C. PROPERTY CONTROL SYSTEM. ... ... ... .. i 20
D. RECENT GUI DANCE: DON PERSONAL PROPERTY PQOLICES
AND PROCEDURES. . . . . .. e e e e e e 22
E FI NANCI AL MANAGENVENT GUIDANCE . . ...... ... . ...... 24
F DEFINIETIONS. ... e 25
G PROPERTY ACCOUNTABI LI TY . ... e 26
H DOCUNENTATI ON. . . . .o e e e e e 27
I I NVENTORY REQUIREMENTS . . . ... .. e 28
J SUMMARY. . . o 28
RESEARCH NMETHODOLOGY . . . o ottt e e e e e e e e e e e e e 31
A I NTRODUCTT ON. . . ottt e e e e e e e e e e e e e e 31
B REVIEW OF SPAWAR HEADQUARTERS PROCESSES AND
PROCEDURES. . . . . .o e e 32
C | NTERVI EW W TH DATABASE/ PROPERTY MANAGERS. .. ... .. 33
D REVI EW AND ANALYSIS OF SITC, PA AND FI NANCE
OFFI CE DATABASES. . . . . . . e 34
E. DATA ANALYSIS PROCESS. . ... ... . e 34
F. CONDUCT OF PHYSI CAL | NVENTORY AT SITC............ 35
G SUMMARY. . . 35
PROPERTY MANAGEMENT DATA AND ANALYSIS. .. .............. 37
A. | NTRODUCTI ON. . . . oo e e e e e 37
B. DATA PRESENTATI ON. . . . . o e 39
1. SITC Database. .. ......... ... . . . ... .. 39



2. Financial Database......................... 40
3. Property Adm nistrator’s Database........... 40
C. | NTERVI EWs W TH PROPERTY ADM NI STRATORS. ......... 41
1. SPAWAR HQ Responses . . ........ .. ... 41
2. Interview with SITC Property

Adm ni strat or/ Dat abase Adm nistrator........ 43
3. DI MVHRS Property Admi nistrator............... 44
4. Fi nanci al Dat abase Adm nistrator............ 45
D. SUMMARY. . . o 46
V. REVI EW AND ANALYSI S. . ... e e e e e 47
A SITC DATABASE. . . . .. e e e 47
B. PA DATABASE. . . . . . 48
C. FINANCI AL DATABASE. . .. .. e e 50
D. PHYSI CAL I NVENTORY . . .. . e e e e e 53
E. SUMMARY. . . o 56
VI. CONCLUSI ONS AND RECOMMENDATIONS . . . ... oo e 57
A INTRODUCTI ON. . . ot e e e e e 57
B. CONCLUSI ONS. . . .. e e e e e e e e 57
1. Primary Research Question .................. 57
2. Secondary Research Questions................ 60
a. Applicable Standards .................. 60
b. Regul atory Conflicts .................. 60
cC. Control OF Property ................... 61

d. Problens in Property Managenent and
Accountability ....... ... ... ... . ... ... 62
C. RECOVMENDATI ONS. . . . .. e e e e e 63
D. NAVY SPECI FI C RECOMWENDATIONS ... ................ 64
E. AREAS OF FURTHER RESEARCH . ... ...... ... .. ... ..... 65
APPENDI X A . 67
LI ST OF REFERENCES. . . . . . . e e e 69
INITIAL DISTRIBUTION LI ST. . ... e e 71

Viii



Fi gure
Fi gure
Fi gure
Fi gure

BwhE

LI ST OF FI GURES

The 5000 Model . ... ... .
Ml estone A ... ...
M|l estone B. [From DoDI 5000.2]..................

Met hod Used to Track Property at SITC

3
7



THI'S PAGE | NTENTI ONALLY LEFT BLANK



Tabl e 1.
Tabl e 2.
Tabl e 3.

LI ST OF TABLES

Totals in the SPAWAR HQ Database.................
PA Database Findings. ........... ... .. ..........
Anal ysis of the Data. ........... ... .............

Xi



THI'S PAGE | NTENTI ONALLY LEFT BLANK

Xi i



ACKNOW.EDGEMENTS

The author would like to acknowl edge the people listed
bel ow, whom provi ded advise, support and encouragenent in
t he devel opnent of this thesis.

My children, Erin, Lindsey and Katie for giving nme the

courage and drive in continuing to grow as an i ndividual .

CDR E. Cory Yoder for providing ne with the necessary
encouragenent to continue despite overwhel m ng obstacles.
Dr. David Lamm who al so did not give up on ne and provided

me with continued encouragenent.

The property managenent staff at the Systens
I nformati on Technol ogy Center, New Oleans for supporting

me in the gathering of data.

M. Tinothy Dowd and CAPT. Sterrett at the Space and
Naval Warfare Systens Command for their continuous support
innmnmy efforts.

Xii



THI'S PAGE | NTENTI ONALLY LEFT BLANK



l. I NTRODUCTI ON

A PURPOSE

The purpose of this thesis is to study the efficient
and effective nanagenent, control and accountability of
Governnment property procedures of the Defense |Integrated
MIlitary Human Resources System (DIMHRS) program The
DIMHRS is an ACAT-1D Automated | nf ormati on System
Acquisition on behalf of the Departnent of Defense and
managed under the NAVY Program Executive Ofice for
| nf ormati on Technol ogy PEO IT.
B. BACKGROUND

The Departnent of the Navy purchases mllions of
dollars in Government property on an annual basis. Sone of
this property goes aboard ships, aircraft, and submarines
and in many of the facilities that support them The
procurenment process takes place in Contracting Activities
through the Departnent of Navy responsible for providing
these types of services in direct support to many of the
Program of fices they service within the departnent. Mich of
this equipnment is used to support prograns that provide
support to a wide variety of mssions on |and, sea, and

air.

Many of these program offices provide their individua
cormands with a variety of equipnment ranging from Mjor
Weapon Systens to Automated Information Systens. The
conbined efforts of all the individual program offices
ensure that the Departnent of Defense neets the conbined

Nati onal Security Objectives of the U S. Governnent.



When executing these tasks, Program O fices are often
required to procure a significant anmount of equi pnent. The
acquired property is an integral part of the adm nistrative
managenent process and is necessary for the execution of

t he program obj ecti ves.

In the case of Mjor Wapon Systens, the regulatory
process for the accounting of property in such arenas as
spare parts, production items, and manufactured goods, is
highly visible and falls wunder the scrutiny of such
agencies as the General Accounting Ofice (GAO and the
Def ense Contract Managenent Agency (DCMA) . These agenci es
are tasked wth the responsibility of ensuring that
contractors mamintain the highest |evels of accountability

over these conponents throughout the |life of the contract.

The Defense Integrated MIlitary Human Resources System
(DOMHRS) is not for the developnent and fielding of a
weapon system It is for the devel opnment of an Automated
Information System (AlS) responsible for providing key
integrated pay and personnel data to the warfighter. AIS
systens have the sanme |level of conplexity and dollar val ue
as a Major Wapon System AIS prograns are bound by DoD
5000. 01 Defense Acquisition System of October 23,2000 and
the Operation of the Defense Acquisition Systens guidelines
Departnment of Defense Instruction (DoDI) 5000.2. dated
January 4, 2001. The guidelines advocate a flexible
framework for translating mssion needs and technol ogica
opportunities into stable, affordable and well-nmanaged
acqui sition progranms. The Instruction also provides for a
reginmented process for the inplenentation of Defense
Acqui sition Systens. The instruction focuses on three



princi pal decision systens by providing an effective
interface anong the Requirenments Generation System the
Def ense Acquisition System and the Planning Progranmm ng and

Budgeting Systens. In order to better provide the reader

with a concept of the DoD 5000 nodel, it is provided as
Figure 1.
THE 5000 MODEL
. -  Process antny at Miles tonas
Technology Opportunities & A B, orC {ﬂ?w."thin phases)
Us er Needs

Program outyear funding
when it makes sensea, but ho
kter than Milestone B
{unless antaring at )

Single Step or
Ewalution to Full
/B A (] Capabilt FOC

System Development

& Demonstration ‘
Pre-Systems Systems Acquisition Sustainment
A cyuisition (Engineering and Manufacturing
Development, Demonstration, LRIP &
Production) (’Wﬁ
MNS | ORD Requirements Autrority
Rel ationship to Requirements Process e OF Pl

Figure 1. The 5000 Model .
[ From DoDl 5000. 2]

Al t hough the DIMHRS [Ref: DoD 5000.2R] is not a Mjor
Weapon System the DoD 5000 regulation views Automated
Information Systens criteria the same as Mijor Wapon
Systens but they do not often fit the sanme devel opnental
requi renents as Maj or Weapon Syst ens. Aut omat ed
Information Systens focus primarily on the devel opnent of

software requirenments and are eventually hosted in hardware

3



applications within open system architectures throughout
DoD. These devel opnent systens are enablers of information
that provide warfighters with the ability to rapidly gain
access to information while maintaining the individual’s

security and privacy.

In the case of the DIMHRS program the objective is to
provide within DoD, the services of a fully integrated
mlitary personnel and pay capability for all conponents of
the Mlitary Services in the Departnent of Defense. DI MHRS
when fielded, wll present the Services with a fully
integrated capability of providing the warfighter wth:

Accurate and tinely data on personnel assets.

Standard data for conparisons across Services and
conponents.

Ability to track Reservists for both pay and
service credit.

Ability to track Active Duty personnel (and
reservists) in and around the theater.

I ntegrated personnel and pay functions to al
servi ce personnel .

The DI MHRS programis currently being managed from the
SPAWAR | nformation Technology Center (ITC) located in New
Oleans. The SITCis a level I1l1 activity wthin the Space
and Naval Warfare Systens Conmand (SPAWAR). The DI VHRS
program was originally chartered in 1997. Since that tine,
approximately $3M of equipnment has been purchased in
support of the progranmis operational requirenents. The
typical type of property purchased consists predom nantly
of high-end servers, desktop nonitors, printers, fax
machines, and a wde variety of application related
sof t war e.



The Federal Acquisition Regulation (FAR), [Ref. Part
45.101] defines “Governnent Property” as [ FAR45. 10]:
Al'l property owned by or |eased to the Governnent

or Acquired by the Governnent under the terns of
all contracts.

During the initial establishment of the SITC, in 1997,
the 1TC was a field activity of the Naval Reserves Systens
Command Force COWNASRESFOR. The |[|ITC managenent nade a
decision to provide all contractors wth Governnent-
Furni shed Property (GFP). As a result of this decision,
the individual program offices had to provide the support
contractors with the necessary equipnment to perform their
respective duties and responsibilities. The cost of
providing contractors with GFP was then inposed on the
DI MHRS program FAR defines GFP as [Ref. Part 45.101]:

Property in the possession of, or directly

acquired by the Governnent and subsequently mnade
avai l able to the contractor.

The DIMHRS Program Ofice is chartered wth the
responsibility to plan, develop and field the systens in
accordance with the provisions of DoD 5000.1. The DI MHRS,
Program O fice expended the larger part of $3M of O&M in
provi di ng the support contractors with desktops, printers,
monitors and the necessary software to carry out the
i ndi vidual objectives of the program Additionally, the
DI MVHRS program acquired several high-end processors and
devel opnment servers to facilitate the testing of software

applications associated with the program

The DI MHRS program requirenents are not classified,
nor are they subject to national security concerns as in

the case of many Maj or Wapon Systens within DoD. There is,

5



however, a classified elenent in the application of the
DI MHRS program since it contains data that if acquired
i nproperly, could provide information related to the
depl oynment of our troops in tinmes of conflict. On the other
hand, the property acquired and provided to contractors is
of significant value. Once assigned, it nust be managed in
accordance wth the applicabl e Feder al Acqui si tion
Regulation (FAR), which deals wth the nanagenent of
property in the hands of contractors. [Ref. Part 45.101]
FAR establishes the procedures for providing property to
contractors. It also establishes the process for the
managenent, reporting, and redistribution of property in

t he hands of contractors.

Since the DIMHRS programis original charter in 1997,
the program office has acquired a significant anount of
hardware and software in support of program execution.
Approximately 75% of this equipnent has been provided to

the | ocal support contractors.

Support contractors primary duties constitute the
devel opnment of docunmentation in support of the program
requi rements. As of the end of 2001, the program nanaged to
achieve Mlestone AL Mlestone A is defined as the Concept
and Technol ogy Devel opnent phase. It allows for the program
to devel opnent the idea of Concept Exploration. Concept
Expl oration is defined as:

Exam ni ng alternative concept s, I ncl udi ng

cooperative opportunities and procurenment or

nodi fication of Allied systens or equipnment, to

nmeet a stated mssion need. This path begins with

a decision to enter into Concept and Technol ogy

Devel opnent at M| estone A. The phase ends with a
selection of a system architecture(s) and the

6



conpletion of entrance criteria for Mlestone B
and Systens Devel opnent and Denonstration Phase.
[ Ref. DoDI 5000. 2]

As seen in Figure 2, Mlestone A is a period of tine
when the program office is acquiring a wde variety of
systens-rel ated equipnment for the purpose of selecting an
acceptabl e systens architecture.

Concept and Technology Development
Work Content

Concept Exploration Component Advanced Development
* Paper studies of alternative = Developrment of subsystemsicomponents
concepts for meeting a need thiat must be demanctrated before

inteqration into & systerm

» Conceptftech demonstration of new sy stem
concept{s)

Figure 2. M | estone A
[ From DoDI 5000. 2]

M| estone A approval can lead to Concept Exploration
or Component Advanced Devel opnent depending on whether an
evaluation of multiple concepts is desired or if a concept
has been chosen. However, nore work may be needed on key
sub-systens or conponents before a systems architecture
can be determ ned and the technol ogi es can be denonstrated

in a relevant environnent.



The DI VHRS program successfully reached M| estone A
and is progressing to Mlestone B. Contractor support
functions include, but are not limted to, such activities
as initial devel opnent, pr ot ot ypi ng, testing and
verification to nane a few. Mny of the current efforts are
designed to reach Mlestone B activities. As Figure 3
shows, MIlestone B activities are based on the concept of

“Syst em Devel opnent and Denonstration.”

System Development and Demonstration

Work Content

System System
Integration Demonstration

Interim

Progress

Review
System Integration System Demonstration
® Cyctern Integration of subsysterns and ¢ Complete development

components & Demonstrate engineering
® Reduction of intearation risk development models
Fi gure 3. M| estone B. [From DoDI 5000.2].
The pur pose of t he System  Devel opnent and

Denonstration phase is to develop a system reduce program
ri sk, ensure operational supportability, design for product
ability, ensure affordability, ensure protection of
Critical Program | nformation, and denonstrate system
integration, interoperability, and utility. Di scovery and
devel opment are aided by the wuse of sinmulation-based

acquisition and test and evaluation and are guided by a



system acqui sition strategy and test and eval uation naster
plan (TEMP) [Ref. DoD 5000. 2].

System nodeling, sinulation, test and evaluation
activities shall be integrated into an efficient continuum
pl anned and executed by a Test and Evaluation |Integrated
Product Team (T&E |IPT). Mlestone B is normally the
initiation of an acquisition program The purpose of
Mlestone B is to authorize entry into System Devel opnent

and Denmonstrati on.

The conmbined efforts of the program office in
achieving these mlestones constitute a considerable
cooperative effort between the support contractor and the
program office in providing the respective MIestone
Decision Authority (MDA) with the level of docunentation

required to achieve the individual mlestones decisions.

In July of 2001, a new MIlitary Program Manager was
assigned to the DIVHRS program As part of a nornmal
transition, it is customary that the existing Program
Manager provide a full accounting of all programrelated
activities to the new Program Mnager. One of these
requirenents constitutes an accounting of all the assets
related to the program For reasons unknown to the
researcher, the accounting of the program assets was not
acconplished. This study in part, is intended to acconplish
the accounting of the DI VMHRS program assets on behal f of
t he new Program Manager.

C. OBJECTI VES OF THE RESEARCH

The primary objective of this research is to determ ne

if the <current Federal Property Mnagenent Regul ations

provide Major Systens Acquisition Program offices with the

9



proper guidance to insure the effective and efficient
managenent of CGovernment acquired property at the program

| evel .

The study wll analyze the ~current policy and
regul atory guidance associated with the mnagenent and
control of property at the program nmanagenent |evel. The
study will conduct an analysis of the current status of all
property acquired during the programis tenure and wll
determne the status of all property, |ocation, value and

| evel of accountability within the program

The study w il develop an analysis of what actions
take place within the program and determne if the current
regul ations within the Departnment of Defense and Depart nment
of the Navy provide program offices wth the proper
guidance in the managenent of property at the program
level. It will also determne if the current policies and
procedures are adequate for program nanagers to manage all

property acquired in the process of program execution.

The study wll look at the affect of current
regul ati ons on property accountability at the program | evel
and will make specific recommendations in areas where
policies and procedures can be inplemented to ensure that
all property acquired by program offices is properly

accounted for at the programlevel.

The study will provide the Departnment of the Navy with

a clear analysis of the current regulations and provide

regul atory recommendations on the proper use, control and

managenent of property at the program managenent |evel.

The insight gained wll provide SPAWAR, PEOG-IT and the

current DIMHS Program Manager with real tine analysis of
10



the status of the property acquired and nethods currently
used to account for this property. If deficiencies are
found, the researcher will provide the Program Manager wth
recommended approaches and solutions to correct any
probl ens or deficiencies found during the study in the form
of conclusions and recommendations in the wuse and
managenent of property at the program|evel.

D. RESEARCH QUESTI ONS

1. Pri mary Research Question

Is the current Property Managenent System as
required by t he Navy Property Managenent
Regul ations operating efficiently and effectively
in support of the Major Systens Acquisition
Progranms in the Navy?

2. Secondary Research Questions
What are the applicable standards for the

managenment of property in the Departnent of the
Navy?

Are there any conflicts associated wth the
current regul ations, which prelude efficient and
effective managenent of the program property
accounting activities?

Are there adequate controls in the issuance,
receipt and control of property accounting
activities?

What specific problens occur due to deficiencies
in the current managenent systens of property
managenent and accountability?

What specific recommendations can be nade to
i nprove the process within the D VHRS Progranf

How can these recomendations be applied to
property managenent within the Navy?

E. SCOPE AND ORGANI ZATI ON
The scope of this thesis is to determne if the
current regulatory guidance as contained in the Federal

Acqui sition, DoD and Navy regulations provide Program
11



Managers wth the necessary guidance to ensure the
efficient and effective nmanagenent of all assets acquired
by their respective progranms. The researcher will study one
such Major Acquisition Programw thin the Departnment of the
Navy to determine if in fact the current regul ations neet
the intended needs of these activities. In the process of
determning these facts, the researcher wll review the
fol | owi ng:

Regul at ory gui dance associ at ed with t he
management and control of property at the program
managenent | evel

Responsibilities of the Program Manager in the
safeguarding and control of property at the
program | evel

Actual accounting of program assets to determ ne
the value, and ultimate determ nation of the
property acquired on behalf of +this ACAT-1D
programwi thin the Departnment of the Navy

F. RESEARCH METHODOL OGY

The nethodology includes researching current and
associated literature on the subject. The researching of
current articles on the subject, the review of existing
regul atory guidance associated wth the nanagenent of
property at the Departnment of Defense, Departnent of Navy,
and the command level will be used as a neans of gaining
i nsi ght into the existing nethods of managi ng and
accounting of Government Property at the program nanagenent
| evel . The researcher will develop a nethod for determ ning
the existing status of the assets associated with the
DI VHRS program by perform ng the foll ow ng:

An organi zational review of existing policies and
procedures related to the managenent of property
at the program | evel

12



An analysis and docunentation of the existing
sources of data pertinent to all property at the
program | eve

A determination of the content and context once
the data source(s) are identified

The devel opnment and execution of a questionnaire
to determ ne the reason, purpose and data content
of the data source as a neans of establishing a
met hod for conducting a proper physical inventory
of all the DI MHRS assets |located at the facility

A conparison and analysis of the results of the
physical inventory with the existing source data

A process to identify the effective and efficient
use and application of existing DoD, Navy
policies and procedures in support of the DI MHRS
program

A report of any discrepancies found as well as
any concl usi ons and recomendati ons

G DATA GATHERI NG

The researcher used a variety of nethods for gathering
data in order to gain a clear picture of nethods activities
used for the accounting and nanagenment of property at the
SPAWAR | nformati on Technol ogy Center (SITC). The researcher
defines the existing databases and sources of information
which to date are the source of property accountability at
this facility as well as the specific DIMHRS programs
uni que data. In order to gain a better understandi ng of the
content and context of the three separate databases, the

followi ng efforts were undert aken:

Review of SPAWAR Headquarters processes and
procedures

I ntervi ews Wi th t he i ndi vi dual Property
Adm ni strators (PA'S)

Revi ew and anal ysi s of:
SI TC Dat abase

13



PA Dat abase
Fi nance O fice Dat abase

Dat a Anal ysi s

Conduct a physical inventory at SITC

Provide results and reconmendati ons
H. BENEFI TS OF RESEARCH

There are hundreds of program offices wthin the
Departnment of Defense and the Navy. Each program office has
to acquire a considerabl e anbunt of equi pnment in support of
the activities managed. In the researcher’s view, the total
value of these assets are in the hundreds of mllions of
dollars. DoD and DoN, in particular, have been subjected to
maj or budgetary cuts in the past years. This research wll
determine if the current managenment process at the program
| evel is efficiently and effectively managing these
resources within the program offices. It will also review
current policies and procedures that exist, and determ ne
if any possible changes are needed occur to ensure that
program offices, within the DoN in particular, are properly
accounting for and managing these assets in an efficient
and effective manner. This is acconplished in an effort to
provide the taxpayers of Anmerica with the assurance that
the dollars spent in supporting DoN are being properly
executed on their behal f.
l. SUMVARY
Chapter | of this thesis outlines the background,
obj ectives and the primary issues related to the managenent
of property in support of the DIMARS program The
i nportance of acconplishing the respective mlestones
within DoD 5000 guidelines and the reasons for acquiring
equi pnent in support of these activities are al so exam ned.
14



The background segnent provides the reader with information
on the DI MHRS program office, what the pertinent issues are
in the managenent of property at the program | evel and how
the researcher intends to address issues dealing wth the
purchase and transfer of property to contractors. Chapter
Il expands these issues and outlines the nethodol ogy used
to analyze the existing process used for the managenent of
property and the relevant nethods wused to account for
property on behalf of the DIMARS program Chapter |1 also
addresses the pertinent issues associated with naintaining
full accountability of property at the program nanagenent
| evel . Chapter 111 anal yzes the existing regulatory
gui dance associated with property nmanagenent at the program
managenent |evel. Chapter |V analyzes the effect of the
regulation and guidance and Chapter V provides the
researcher’s findings, conclusions and recomendati ons
including areas of proposed further research on the
subj ect .
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1. OVERVI EWON THE EFFECTI VE AND EFFI Cl ENT USE AND
MANAGEMENT OF PRCPERTY REGULATI ONS AT THE PROGRAM
MANAGEMENT LEVEL

A BACKGROUND

Prior to the issuance of the Federal Acquisition
Regul ation (FAR), the managenent of property associated
with Mjor Wapons was subjected to a nunber of policies,
procedures, and guidance that Congress instituted in an
effort to ensure that |legislative controls were being
instituted. Anong these are OVMB Circular A 109 of April 5,
1976 [Ref. 1] has not only pronoted conpetition throughout
all phases of the Acquisition process but also instituted
the level of control and direction in which agencies nust
conduct business. The Circular also provided all Federal
Agencies with the definitions associated with the financi al
managenment and controls associated with the nmanagenent of

Maj or Systens within the Governnent.

O all the references associated with the G rcular,
the one related to the managenent and control of property
at the program level is the nost telling. The reference
deals with the need for program nmanagers to be responsible
for the analysis of the agency’s m ssion, the determ nation
of the mssion's needs, setting of program objectives and
determ nation of their progranmis requirenents. The Circul ar
goes on to nention the need for program managers to focus
on critical elenents such as planning, budgeting, funding,
research, engi neeri ng, devel opnent and testing and
eval uation. Lastly the Circular requires program nanagers
to oversee and manage the control of property within their
responsibility.
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The Circular’s guidance is significant as it also
task’s the individual agencies to assign a Program Manager
W th possessing the prerequisite qualifications in a wde
range of acquisition related areas and skills.

The issues associated with the use and nanagenent of
property both acquired by the Governnent for its own use
and that furnished to Governnment contractors have existed
since the 1930's. In a thesis witten by John R Oxford
dated Decenber, 1995 [Ref. 2:p. 12] the author quotes a
paragraph in a book witten by Frederic M Scherer, (The
Weapons Acqui sition Process Econom c Incentives): [Ref.3]

During the 1930's and 1940's Governnent aircraft
procurenment agencies typically bought such itens

as bombi ng and navi gati onal subsyst ens
instrunents, radar units, electrical power supply
units, ground mai nt enance equi pnent , t est
equi pnent, etc. directly from Governnent-
Fur ni shed Property to an airframe prime
contractor, which conpleted the job at a

Governnent install ation.

Since that period, nmany studies have focused on the
control of property both in the hands of the Governnment and
the support contractors, but with the exception of those
isolated studies conducted by Oxford on very specific
areas, the issue of property nmanagenent and control of
assets at the program /| evel have gone relatively unnoticed.
B. GUI DANCE ON GOVERNMENT- FURNI SHED PROPERTY

As noted in the earlier chapter, the managenent at
SITC New Ol eans nmade the decision that support contractors
be provided Governnent-Furnished Equipnent. As a tenant
activity at the SITC, the D MHRS program office is required

to provide contractors supporting the program with GFP. As
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a result, the program office provided over 75% of the

current assets to the support contractors.

The Federal Acquisition Regulation [Ref. 4] has
historically placed sone restrictions on the issuance of
GFP to contractors. In order to protect the rights of the
Governnent, the FAR inplenented a series of conditions
prior to the issuance of GFP to contractors. Approval is
contingent on the activities neeting the conditions
outlined by FAR which states [FAR 45.102]:

Contractors are ordinarily required to furnish
all property necessary to perform GCovernnent
contracts. However, if contractors possess
Gover nment property, agencies shall --

(a) Elimnate to the maxi mum practical extent any
conpetitive advantage that mght arise from using
such property;

(b) Require contractors to use Covernnent
property to the maxinmum practical extent in
perform ng Governnent contracts;

(c) Permt the property to be used only when
aut hori zed;

(d) Charge appropriate rentals when the property
is authorized for use on other than a rent-free
basi s;

(e) Require contractors to be responsible and
accountable for, and keep the CGovernnent’s
official records of Governnent property in their
possessi on or control;

(f) Require contractors to review and provide
justification for retaining Governnment property
not currently in use; and

(g) Ensure maximum practical reutilization of
contractor inventory within the Governnent [FAR
45. 601]
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C. PROPERTY CONTROL SYSTEM

In instances when an activity has justified the use of
GFP by contractors, the FAR requires the contracting
officer to task the contractor to develop a property
control system The contracting officer is required to
assign a property admnistrator to be responsible for the
continued review. FAR states [FAR part 45.105]:

45. 105 -- Records of Governnent Property.

(a) Contractor records of Governnent property
establ i shed and mai ntai ned under the terns of the
contract are the Governnent’s official Governnent

property records. Duplicate official records
shall not be furnished to or nmaintained by
Governnment  personnel, except as provided in

paragraph (b) of this section.

(b) Contracts my provide for the contracting
office to maintain the CGovernnent’s official
Government property records when the contracting
of fice retains contract adm ni stration and
Governnment property is furnished to a contractor

(1) For repair or servicing and return to
t he shi ppi ng organi zati on;

(2) For use on a Governnent installation;
(3) Under a local support service contract;

(4) Under a contract with a short
per formance period; or

(5) When otherwise determned by the
contracting of ficer to be in t he
Governnment’s interest.

In the case of the SITC support contractor, the
Contracting Officer incorporated the appropriate FAR
clause. [FAR 52.245-5] This clause requires the contractor

to adequately maintain a property control system and nust
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provide periodic accountability as determned by the

Property Adm nistrator of record.

Additionally, DoD 4161.2-M Manual “DoD Manual for the
Performance of Contract Property Adm nistration.” Decenber
1991, [Ref. 5], Chapter | Para. 4 states:

It is the Governnent’'s policy to rely wupon
Governnent contractors to be accountable for and
mai ntain official records of Governnent Property
in their possession. Contractor records are
essential for contract property nanagenent.

Furthernore, the DoD Manual 4161.2-M paragraph B

“Obj ectives of Property Adm nistration” states:

The primary obj ective of t he property
adm nistration function is to attain efficient,

economni c, and uniform nmanagenent of al
Government property required for the perfornmance
of contracts. The function S mainly to

adm nister the ternms of contract provisions that

specify the contractor’s obligation to acquire

control wuse, care for, report, and dispose of

Government property, and to advise contracting

activities and other DoD officials of the known

| evel of ef ficiency of t he contractor’s

managenent of property.

The DoD Manual requires t hat t he Property
Adm ni strator be the individual responsible for the
adequacy of these reviews. Although the Manual provides the
PA some level of discretion on the part of specific
reviews, the Mnual requires that evaluation nethods nust
be effective to properly identify and resolve significant
probl ens. The namnual also places higher priority on the
technical aspects of the review and the information. [DoD

4162. 2- M
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D. RECENT GUI DANCE: DON PERSONAL PROPERTY POLICIES AND
PROCEDURES

Another factor in need of review is the Navy's
guidance on the handling and nanagenment of persona
property at the facility level. The guidance, establishes
definitions, policies, and responsibilities for the use,

handl i ng and nanagenent of property in DoN [Ref. 6].

The SECNAVI NST 7320. 10 adds new classifications to the
handl i ng of property at the facility level. The instruction
defines *Personal Property as [Ref. 6]:

A sub category of General PP&E, includes itens

used to produce goods and /or services to support

DoN s m ssion. Personal property includes; office

equi pment, industrial plant equipnent automated

data processing (ADP) equipnent, Gover nnent -

furnished equipnent (GFE), and other types of
assets including | eased assets.

The i nstruction al so est abl i shes accountability
requi renents for Personal Property as [Ref. 6]:

Accountability for al | capitalized, m nor

pilferable, and GFE assets and assets |ease

agreenments (in which the Net Present Value of the
total mninmum | ease paynents) greater than the
accountability threshold of Contractor acquired

property shall be established upon the asset’s
transfer to the DoN.

The Instruction establishes a clear nmandate in the
accountability of per sonal property above t he
accountability level be tracked by a “conpliant personal
property managenent syst ent approved by DoN. The
instruction prohibits the use of any other system other

than the approved DoN system
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The Instruction requires the appointnent of roles and
responsibilities to such individuals as the Activity
Commander. It defines the “Comrander” as [Ref. 6]:

Conmmander / conmandi ng gener al s/ commandi ng

officers/directors/officers in charge (hereafter
referred to as Conmander(s) at DoN activities.

The Instruction defines the required roles and
responsibilities associated wth the nmanagenent and

accountability as follows [Ref. 6]:

a. Commander - is overall responsi ble for
ensuring that all command personal property
in properly mai nt ai ned, saf eguar ded,

accounted for, and accurately reported. This
i ncl udes the proper recording/reporting of
the financial information for the personal
property in the comrander/s possessi on.

b. Personal Property Manager (PPM - Shall be
designated in witing by the Commander and
is responsible for inplenmenting the policies
and procedur es est abl i shed by this
i nstruction, schedul i ng training form
per sonal property per sonnel , ensuring
personal property system data security and
integrity, and coordi nating physi cal
inventories (counting requirenments).

Al l the aforenentioned individuals are assigned
specific roles and responsibilities to insure that Personal
Property wunder the cognizance of these facilities 1is

carried out by the:

1. Routi ne schedul i ng of physical inventories

2. | mpl enent ati on and control, and;

3. Control of access to personal property by
unaut hori zed i ndi vi dual s. [ SECNAVI NST
7320. 10]
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E. FI NANCI AL MANAGEMENT GUI DANCE

The Federal Manager’s Financial Integrity Act (FMFIA)
of 1982, Title 10 U S. Code section 2721 and the Federal
Accounting Standards Advisory Board states: [Ref. 7],

Feder al Agencies are to provide reasonable

assurances towards the safeguarding of funds and
assets.

Additional ly, FMFI A requires that:

..assets be under continuous accounting controls

fromthe tine acquisition to disposition.

A recent handbook titled “Practical Fi nanci al
Managenent: A Handbook of Practical Financial Managenent
Topics for the DoD Financial Mnager,” [Ref. 8] dated
January 2001, hi ghl i ghts many  of the requirenents
associated with the managenent and accounting of property
at the Program level. The handbook provides a nunber of
critical definitions and associated guidance on property

accountability at the programl evel.

The Handbook is based on the previously referenced
SECNAVI NST 7320. 10.

Definitions are categorized as fol |l ows:
Personal Property

In this section we wll di scuss  Personal
property, fornmerly known as plant property and
m nor property. Personal Property includes itens
used to produce goods and services to support the
Navy’'s mssion, are not consumed and includes
equi pnent I ndustri al pl ant equi pnent,
Gover nnent -f urni shed equi pnent and ot her types of
assets. It does not include inventory itens held

for sale, operating materials or supplies, |and
weapons or weapon systens. The term “class 3 and
4 Pl ant Property” and “Garrison Per sonal
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Property” are no longer wused but are now

col l ectively known as Capitalized Per sona

Property, a category of Gener al Per sona

Property.

The handbook goes on to define and describe five
i ndi vidual categories of property: (1) GCeneral Personal
Property; (2) Personal Property Leases; (3) Persona
Property in the Possession of Contractors; (4) National
Def ense Equi pnent (NDE), e.g., personal property conponents
of weapon systens and weapon systens support equipnent,

training sinulators, and ;(5) Heritage Assets.

The handbook further indicates that all of the above
itens require “control” but the manner and |evel of contro
depends on the type of property category [Ref. 8]. The
handbook as in the same case as this study is focusing on
the first category of equipnment or 7"Ceneral Persona
Property.”

F. DEFI NI TI ONS

General Personal Property is broken down into four

di stinct categories consisting of the following [Ref. 8]:

Capitalized Personal Property: has an acquisition
cost of $100,000. or greater and has a useful
life of 2 years or nore, and is not intended for
sale in the course of operations. These assets

will be reported on annual financial statenents
and will be tracked in the property accounting
system

M nor Personal property: has an acquisition cost
of $2,500 or nore and less than $100,000; or has
an acquisition cost of less than $2,500 and is
sensitive or classified material and has a useful
life of 2 years or nore; or, material that does
not nmeet the capitalization criteria above. M nor
Personal Property itens will be expensed and not
reported on annual financial statenents. However,
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they will be tracked in the property accounting
system

Pilferable Personal Property: has no mninum
acqui sition cost and includes portable itens that
can be easily converted to personal use, have

been determned to be critical to fulfilling the
activity’s mssion and are hard to repair or
replace. These items wll be tracked in the

property accounting system

Sub-m nor Personal Property: has an acquisition
cost of less than $2,500, has a useful life of
less than 24 nonths and is not determined to be
pilferable, classified or sensitive material. No
financial reporting requirenments exist except for
t hose specified at the local activity. Sub-m nor
itens are not required to be tracked in the
property accountability system

The handbook al so requires that all the aforenentioned
types of personal property are directed by DoD to be
entered into the Defense Property Accountability System
(DPAS). DoD identifies DPAS as the single system for
property accounting and providing general |edger control to
assets under the control of the property admnistrator.
DPAS provides program offices and financial nmanagers with a
single source of actions related to property nmanagenent,
financial accountability, equipnent utilization, preventive
mai nt enance schedul es, bar codes inventory capabilities and
warranty i nformation.

G PROPERTY ACCOUNTABI LI TY

The Financial Managenent handbook al so states that DoD
policy requires all property be recorded and tracked in the
Def ense Property Accountability System ( DPAS) .
Addi tional ly, DoN policy nmandates the follow ng [Ref. 8]:

Al'l Personal Property recorded in DPAS nust have
a bar code applied within 15 days of receipt at
the activity. The barcodes are to be 10 digits in
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I ength, and include the Unit Identification Code
(UC followed by the unique alphanuneric code
assigned to the local activity;

Capitali zed, m nor and pil ferable per sonal
property will be recorded in DPAS upon receipt;

Items that have been disposed of nust be renoved
from DPAS at the tinme of disposal;

Capitalized items must be depreciated at the
appropriate depreciation rate upon receipt, and
the depreciated assets nust be reported on DoN
annual financial statenents;

M nor, pilferable and sub-mnor property itens
shall be expensed upon receipt, and shall not be
depr eci at ed,;

The Financial Handbook requires that the activity
designate a Personal Property Manager (PPM. The PPM is
responsi ble for the managenent of the activity's Personal
Property  Program training of per sonnel , conducti ng
physical inventories, and naintaining the integrity of
DPAS. The PPM is responsible for the designation of
Responsible Oficers (RO. These individuals are be
responsible for exercising due care for all personal
property assigned to themand in the custody of the persons
reporting to them
H. DOCUMENTATI ON

Docunent ati on S required for al | capitalized
property, mnor and pilferable Personal Property. The
designated PPM nust have copies of the original site
|icenses associated with all externally devel oped software.
The PPM nmust maintain all docunentation for 36 nonths after
the item(s) is/are disposed of. Docunentation requirenents
associated with this process are found in the SECNAVI NST
7320. 10 seri es.
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I NVENTORY REQUI REMENTS

Physical inventories nust be <carried out on all
Personal Property itenms namintained in DPAS. Results of
physical inventories nmust be consistent with the contents
of the DPAS inventory and the physical inventory nust
refl ect the content of the DPAS dat abase.

Physical inventories nust be acconplished at |[east
every three years for this type of property or in the event
of a change in PPM RO, or Commander/Commanding O ficer.
Docunentation nust include the assets listing, record of
adj ustnments signatures of persons conducting the inventory,
evidence that physical assets were conpared to DPAS
physi cal assets and that the physical assets were conpared
to the DPAS Database. Responsible Oficers are responsible
for accounting for all discrepancies through the conpletion
of a DD Form 200 (Financial Liability Investigation of
Property Loss) for any item found to be lost, stolen, or

m ssi ng.

The gui dance contained in the aforenmenti oned handbook
is not found or cross-referenced in any of the FAR, DoD, or
DoN property managenent regulations. It is, however,
contained in SECNAVINST 7320.10 and is part of the DoD
Fi nanci al Managenent Regulations [Ref. 9] This guidance
contai ns perhaps the nost conprehensive information on the
i ssue of property accountability at the facility level in
DoD and DoN.

J. SUMVARY
Chapter | identified specific issues associated with

the control and managenent of property within the DI MHRS
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program | ocated at the SPAWAR | nformati on Technol ogy Center
in New Oleans LA  Chapter Il outlined the process
currently used for the purchase, receipt and control of
program related property at this facility. FAR Part 45
delineated the specific policy guidance which outlines the
requi renents of Governnent offices in the proper control

and managenent of property at the program | evel.

Conmprehensive information on the definition and
gui dance on the use and accountability of property at the
facility level based on the |atest SECNAVINST was also
provi ded.

Chapter 111 wll provide an overview of the steps
taken to account for the program specific property at the
facility through the conduct of interviews, physica
inventories and a study into the existing procedures used
at the facility in the capturing of information on
account abl e assets. Chapt er |V provides a cl ear
under standi ng of the dynamics associated with the contro
and managenent of this property at the Program |level, and
how the regulatory process either conplinments or detracts
fromthe proper managenent of property. The researcher w |
investigate the sources of data associated wth the
existing property, the mnmethods wused in tracking and
accounting for the property both at the facility and the
program office, and the property in the hands of the

Governnent as well as property in the hands of contractors.
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I 1'l. RESEARCH METHODOLOGY

A. | NTRODUCTI ON

Chapter |11 develops the process that will be used in
analyzing the content associated wth the respective
dat abases located in SITC. It wll provide specific areas
for investigation and a nethod for accounting for the
DI VHRS rel ated property at this facility.

As di scussed in previous chapters, one of the critical
i ssues associated wth determning the effective and
efficient distribution and control of property at DIMHRS is
to identify the source and | ocation of property acquired by
the program office since 1999. Although the program has
been ongoing since 1997, the researcher will determ ne the
reasons why the data were not properly docunented during

the two-year period from 1997 to 1999.

The Information Technology Center is a level 111
activity within SPAWAR conmand. The researcher contacted
the Senior Property Manager for the conmand to gain insight
into the command’s existing policy, procedures and systens
used for controlling and nanagi ng property at the command
| evel . The researcher also wanted to determi ne the |evel of
oversi ght SPAWAR has over the level 11l activities in the

area nanagenent of property and accountability.

Property at DIMHRS is currently being nmanaged and
adm nistered in three separate databases. Although not the
normal nmethod for managing property assets at the activity
| evel, the three databases contained pertinent information
necessary to deternmine the actual I|ocation and total
content of the DI MHRS property, and all three databases
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required sonme level of review and analysis. The three
dat abases include: (1) the SPAWAR Information Technol ogy
Center property rmanagenent database, (2) the DI MHRS
financi al managenent database, and (3) the DI VHRS Property
Adm ni strator database. The three sources of information
are not consistent with the existing guidance associ ated
wi th the SECNAVI NST 7320.10. The guidance calls for the use
of a single mandatory database to be used.
B. REVI EW OF SPAWAR HEADQUARTERS PROCESSES AND PROCEDURES
The researcher interviewed the senior SPAWAR Property
Manager to gain insight into the systens currently being
used, and to determ ne what gui dance the PM has provided to
the field activities in the managenent and control of
property at the facility level. The enphasis and focus of
the interviews was not placed on the type, content, and
nmet hodol ogi es used by the SPAWAR PM in capturing the
content of their database.

The researcher determines if there is sone |evel of
connectivity and overall accountability of the data at the
facility level and if any existing policies and procedures
have been developed at the Headquarters to ensure that
property has been properly accounted for at the facility
I evel in accordance with the provisions of Title 10 U S
Code section 2721, and the Federal Accounting Standards
Advi sory board.

Finally, the researcher determnes if SPAWAR HQ and
all the other level 3 facilities within the SPAWAR comrand
have transitioned to the new DPAS dat abase program mandat ed

by DoN policy. If so, what steps have been taken to ensure
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that all the other facilities wthin the conmand have
conplied with the provisions of Title 10.
C. | NTERVI EW W TH DATABASE/ PROPERTY MANAGERS

For the purposes of this study, the researcher net
wi th individual Database Managers to deternmine the content
of their databases. In the case of SITC, the Database
Managers are synonynous wth Property Admnistrators. 1In
order to gain insight into the nethods each of the PAs have
instituted to capture data associated with DI MHRS assets,
five questions were developed as a neans of obtaining

specific uniformresponses fromeach of the individuals.

A survey of the three existing SITC databases to
determ ne what nethods, policies and procedures have been
inplenmented in the mnagenent and accountability of
property at the facility |evel was conduct ed. The
prelimnary analysis of the content of each of the
dat abases and a review of the nethods the activity uses in
the processing of property on behalf of the program offices

wthin the facility is also provided.

The review also determnes if the facility PA has
devel oped a process in accounting for property provided to
contractors at the facility, and also if they have conplied
with the FAR requirenent that contractors with Governnent-
furni shed property are required to develop their own nethod
of accounting for their property in accordance with FAR

The researcher submitted specific questions to each of
t he dat abase managers. The questions are intended to obtain
specific answers related to the source, content and reasons

for each of the databases.
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The questions asked were:

1. | s the database you are managi ng a standard
system or one devel oped uniquely to provide
accountability of the property you manage?

2. If it is not a standard, why was it devel oped?
3. What type of information does the database keep?
4. Do you share the information contained in your

dat abase with ot her PM managers?

5. Are you aware that DPAS is a mandatory dat abase?
I f so, have you received any fornmal guidance from
HQ or existing policy?

D. REVIEW AND ANALYSIS OF SITC, PA AND FINANCE OFFI CE
DATABASES
As stated previously, the use of three databases is
not part of the normal DoD or DoN policies associated with
t he managenent of property at the facility level. It was
necessary for the researcher to determ ne the rationale
used in the devel opnent and use of three separate databases
in tracking the assets of DI VHRS.

It is the intent of the researcher to conduct a
t horough analysis of the database’s content to determ ne
the nature of the information and conpare it to the other
exi sting databases in an effort to determne if there are
any differences, or if the information contained is
consi stent, and/or duplicative of the facility database.
E. DATA ANALYSI S PROCESS

Data analysis wll be in the form of an independent
review associated with the individual databases nentioned
in this chapter. The data analysis will be conducted in as
scientific a manner as possible and will be used as the
basis for conparison of the results of the physical
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inventory to be conducted. The analysis will focus on a
standard nethod of conparing the existing requests fromthe
activity, conparing them to the actual purchase order
docunents, matching themto the property record and finally

determining its |ocation based on the physical survey to be

conduct ed.
F. CONDUCT OF PHYSI CAL | NVENTORY AT SITC
The physical inventory wll be the last of the

functions in this process as a way of being able to

determne the physical Ilocation of all of the itens
contained in the respective databases. The findings
associated with the inventory wll provide the researcher

with a neans of determining the validity of the data
contained in the respective databases as well as
determining which of the databases possesses the nore
accurate assessnment of the property managed on behal f of
t he DI MVHRS pr ogram

The results of +the physical inventory wll vyield
val uable insight into the nmethods the facility used for
accounting for property as well as determning if the
contractors have managed their GFP provided property in
accordance with established guidelines.

G SUMVARY

Chapter 111 developed the process that analyzed the
content associated wth the respective databases |ocated in
SITC. It provided specific areas for investigation and
provided the researcher with a method for accounting for
the DIMHRS related property at this facility. Chapter 1V
will accrue all of the data and provide an anal ysis of and
a quantum associated with the actual content of the data.
Chapter V wll provide a series of observations and
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recommendati ons associated with the data anal ysis conduct ed
in Chapter 1V.
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V. PROPERTY MANAGEMENT DATA AND ANALYSI S

A. | NTRODUCTI ON

The previous chapter discussed the processes for
determ ning the best nethodology for determ ning the status
of DI MHRS property. The researcher acconplished a nunber of
steps to reach the overall conclusions and reconmendations
for this. The research effort determ ned what gui dance the
SPAWAR HQ had provided to this level I1lIl activity through
an interview and inquiry wth the SPAWAR Property Manager.

As noted in the previous chapter, data associated with
the DIMHRS property are being kept in three different
dat abases. Al though standard procedures require that
property managenent infornmation should be maintained in a
single standard database, SITC is currently using three
separate databases as a neans of tracking DI MHRS property
information. Although the purpose and reasons are not
currently known, the researcher contends that interviews
and discussions with the existing database managers are
essential in gaining insight into the nethods used at SITC
in accounting for DIMHRS property. Figure 4 describes the
current nmethod wused at the facility to track property
transacti ons.
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(BFM) submits Finance office assigns Purchasing Office
requisitionon —p  Fundsiteand doc number —J  issues PO/Contract —p>

behalf of PM to vendor
Vendor delivers SITC assigns Property Tag Item delivered
ltemsto SITC — ItemsBarcode —»  entered into > 1o program
warehouse Property tag SITCDB office PA
Item entered PA Delivers

into PA DB Item to PM

Fi gure 4. Met hod Used to Track Property at SITC.

For purposes of clarification, it nust be noted that
the financial database is not a true database but an
“Excel” spreadsheet developed by the D MARS financia
manager as a way to track specific expenditures against the
program baseline. For the purpose of this study, the
researcher considers it a database on the grounds that it
was also used as a baseline nmethod of tracking specific
expenditures with the intent of tracking the actual cost of
property and ot her expendable itens.

As Figure 4 shows, an analysis of the existing
dat abases determnes the content of the information and
conpares the data with an actual physical inventory of the
prem ses to determne what nethod of accountability is
bei ng used, and if discrepanci es are found, what steps have
been taken by the facility property admnistrator to
reconcile the exi sting DI VHRS property account abl e
docunent .

In addition to review ng and anal yzing the individual
dat abases, the researcher wll nake an analysis of the

nunber of items and dollar value of G-FP assigned to
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contractors. The analysis wll attenpt to determne if the
issuance of GFP has played a critical role in the
managenment and accounting of property at the programlevel.
B. DATA PRESENTATI ON

Data were gathered from each of the sources previously
mentioned in the form of a printout of their respective
dat abases. The databases contained a mxture of itens
i ncl udi ng har dwar e, sof t war e, furniture, and somne
pilferable itenms. The list also contained itens |isted as

m nor construction

A key factor observed early in the research of these
dat abases is that all three databases did not contain the
sane type of data and all three did not use a uniform

method in the nonencl ature of assets, definitions, terns or

descri ptions for t he assets bei ng control | ed.
Di fferences are noted bel ow
1. SI TC Dat abase

Captures equi pment in excess of $2500.00 in val ue
and does not capture information associated wth
items deemed to be of a pilferable |eve

i ncluding cell phones, low dollar printers,
scanners and fax machines. The SITC database,
called Controlled Equipage Inventory System
(CEI'S), captures such fields as docunment nunbers,

departnment locations, plant property nunbers,
functions and the individual to which the
property is assigned. Additionally, the SITC
system does track the value and |location of
software purchased in support of the activity but
actually does not separate the property itens by
the activity that purchased the itens.

The SITC Database does not capture asset
information based on the program elenent. For
instance, there is no nmethod of determ ning what
assets are assigned to the DIMHRS and which
belong to other activities. Assets are only
listed by the serial nunber and |ocation of the
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asset wthout any specific reference to its
origin.
Fi nanci al Dat abase

Focused primarily on t he pur chase or der
requesting the amount of the order and the Job
Order Nunmber (JON). A JON is a representative
nunber assigned to a line of accounting and an
i ndi vidual account nunber that 1is assigned by
nmost  Navy Wirking Fund activities that place

multiple purchases wunder a single |line of
accounting. A total ampunt is then obligated in
advance and i ndividual purchases are then

deducted from the total. The JON, while it
provides the Wrking Fund wth nmethod for
tracking expenditures against their individual
mul ti ple custoners, does not provide the activity
i nformati on about the individual itenms purchased.

The financial database captures purchase order
nunber s separately to track i ndi vi dua
transactions fromthe activity but the individual
informati on about purchase order nunbers, the
value of the asset and the date the asset was
purchased is not tracked. The information related
to the actual value of the asset and the date it
was purchased is tracked separately.

Property Adm nistrator’s Database

Captures nost of the information associated with
the two ot her databases with the exception of the
pur chase order nunber and the actual value of the
asset. The database uses a conpletely different
met hod for tracking assets procured by D MVHRS

The property admnistrator’s database captured
data associated with the location, the property
tag nunber, serial nunber and the estinated val ue
of the item but does not appear to reconcile the
data with the financial database with the actua

val ue of the asset at the tinme of purchase.

The database did not contain many of the fields
associated wth CEIS and did not appear to
contain the same data as the PA database.
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C. | NTERVI EWs W TH PROPERTY ADM NI STRATORS

As defined in Chapter 111, the researcher devel oped a
set of questions to gain a better understanding of why
i ndi vi dual databases were used by each of the activities in
capturing property data inclusive of SPAWAR HQ The
guestions asked centered on the specific type of database
used, reason for acquiring/developnment of the database,
type of data captured, if the data are openly shared with
others and to determne if each of these activities were
aware of the standard database mandated by the DoD in the
managenent of property.

1. SPAWAR HQ Responses

The SPAWAR HQ Property manager provided the follow ng
insights into the use and managenent of property at the
command | evel . SPAWAR HQ has been utilizing DPAS as their
standard system for sone tinme. However, it does not appear
that this information or the use of SECNAVI NST 7320.10 has
been widely used or distributed to the other level I

activities within the cormmand. Responses are as follow

1. Is the database you are managi ng a standard system
or one devel oped uniquely to provide accountability of the
property you manage?

Yes, we have been using DPAS for two years.

2. If it is not a standard, why was it devel oped?
No response

3. What type of information does the database keep?

Dat abase maintains such itens as; Mnor Property,
conmputers, Palm Pilots, |aptops and pilfereable
itens.
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4. Do you share the information contained in your
dat abase w th ot her PM managers?

Yes | share the database wth Chesapeake
(researchers note; Chesapeake is a l|level three
activity within SPAWAR HQ . They are also on
DPAS. SPAWAR HQ is the owner of the data.

5. Are you aware that DPAS is a mandatory database? If
so, have you received any formal guidance from HQ on
exi sting policy?

Yes, | have attended two working conferences and
they have provided nme with guidance and policy.
Once | receive the applicable guidance | wll

send it to your facility
SPAWAR HQ Addi ti onal Information
The SPAWAR Property Manager provi ded additional
informati on about the totals in the database. The specific
met hod of accounting for the information, the use of DPAS
and the types of data captured were not provided in the
SPAWAR HQ subm ssion. The submitted responses were
informative but failed to provide a clear and definitive

insight into the way SPAWAR HQ nmanages its database.

LOCATI ON NUVBER OF RECORDS VALUE OF DB
NO0039 6,921 $10,311,062
N58561* 6,003 $15,907,234
N68562* 977 $ 979,219
N46697* 135 $ 210,356
Tabl e 1. Totals in the SPAWAR HQ Dat abase.

[ Devel oped by researcher]
NO0039 SPAWAR Headquarters San Di ego
N58561 SPAWAR System Center San Di ego
N68562 SPAWAR System Center Charl eston SC
NA6697 SPAWAR Activity Chesapeake VA
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2. Interview with SITC Property
Adm ni strat or/ Dat abase Adm ni strat or

The SITC Property Adm nistrator was asked to provide
the followi ng responses about the origin and nature of

t heir database. The responses follow

1. Is the database you are managi ng a standard systen?
O one devel oped uniquely to provide accountability of the
property you manage?

The present database was devel oped on or about
1995 for the NAVY Reserve Force (COVWNASRESFOR).
The U.S. Navy began converting to a new systemin
January 1999, called the Defense Property
Accountability System (DPAS) This office is due
to convert to the new systemduring FY 2002.

2. If it is not a standard, why was it devel oped?

The controlled Equipage Inventory System (CEIS)
was devel oped in 1995 to st andar di ze

accountability within t he COWNAVRESFOR
activities.

3. What type of information does the database keep?

The database is used to track ADP equi pnment and
pilferable itens.

4. Do you share the information contained in your
dat abase with ot her PM managers?

The information is shared with our major clai mant
at SPAWAR San D ego.

5. Are you aware that DPAS is a mandatory database?

If so, have you received any formal guidance from HQ or
exi sting policy?

This office is aware DPAS is a nmandatory

dat abase. Formal guidance has been received from

Headquarters. DPAS personnel wll be training
personnel and assisting in the conversion during
FY 2002
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consi st ed

guesti ons

3.
The

DI MHRS Property Adm ni strator
interview with the DI MHRS property adm nistrator
of specific responses associated wth the

referenced in Chapter IIl of this study. The

responses foll ow

or

1.

Is the database you are nmanaging a standard system
one developed to uniquely to provide accountability to

the property you manage?

2.

The database | use to track DI MHRS hardware and
software was originally devel oped when we were at
the “Chef” facility to track NSIPS equi pnment.

it is not a standard why was it devel oped?

The DI MHRS office copied the database, nmade sone
m nor changes to acconmpdate DI VHRS needs and
went with it. W needed sonething fast and didn't
want to spend noney when NSIPS already had a
system that worked wel | .

3. What type of information does the database keep?

The dat abase keeps track of where a certain item
is at the present tine, who had it previously and
who had it before them etc. It tells where the
person is |ocated, what conpany they work for,
what group within the project they support, when
they acquired the item how nuch the item cost
and what requisition it was purchased from Al so,
there is a place for additional comments that the
reader may need to know.

You can retrieve information in various ways, for
exanple by calling up the persons nanme you can
see what is assigned to himher. O by calling up
a particular type and nodel of equipnment you can

see who has custody of all that type of
equi pment. You can see what equipnment cane wth
that requisition. You can |Ilist equipnment by

44



4.

serial nunber, property tag nunber, owner, type
of equi pnment, etc. The database for easy transfer
of equipnent from one person to another and
prints out the Internal Transfer W rksheet. That
is signed by the receiving custodial of the
equi pnent or software.

Do you share the information contained in your

dat abase with ot her PM Managers?

5.

| f so,

| share the information from the inventory
dat abase on a need to know basi s.

Are you aware that DPAS is a mandatory database?
have you received any formal guidance from HQ O

exi sting policy?

4.

If DPAS is a mandatory basis I wll use it, but
have not been given any formal guidance in it
yet.

Fi nanci al Dat abase Adm ni str at or

Interview with the financial database adm nistrator

consi sted of the subm ssion of the five questions described

in Chapter Il1l. The responses follow

1.

Is the database you are managing a standard system

or one developed to uniquely to provide accountability to
t he property you manage?

2.

Not really a database but an Excel spreadsheet
whi ch captures funding docunents and tracks them
back to the charge back report.

If it is not a standard why was it devel oped?

This spreadsheet was prepared in order to match
transacti ons/ expendi t ures to t he fi nanci al
reports to the nmonth in which the actua
expendi ture was charged to the program
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3. What type of infornmation does the database keep?
Spr eadsheet cont ai ns pr ocur enent anount s,
description of the item(s), date ordered date
received and the chargeback nmonth and anount
expended.

4. Do you share the information contained in your
dat abase with ot her PM managers?

The information was not prepared to share wth
ot her PMVs but to make certain financial
information is as accurate as possible.

5. Are you aware that DPAS is a mandatory database?
And, if so, have you received any formal guidance from HQ
O existing policy?
No we are not aware of such a database.

D. SUMVARY

Chapter 1V provides the reader with the researcher’s
met hod of data gathering and the process used in utilizing
a field questionnaire for the purpose of determning the
use of three distinct databases in the capture of asset
information in support of the DI MHRS program The questions
were witten in an attenpt to discover the reason they were
devel oped as well as determine if, at a mninum the
dat abases shared data with each other. Chapter V wll
provide a review and analysis of the information contained
in the respective databases and is intended to provide the
researcher with a clear under st andi ng  of what i's
specifically contained in each of the databases prior to
the conduct of the physical inventory. Chapter VI wll
provide the reader with the researcher’s conclusions and
recommendati ons associated with this study as well as other
possi bl e areas of research dealing with the nanagenent and

control of property at the programlevel.

46



V. REVI EW AND ANALYS S

A. SI TC DATABASE

A thorough review was nmade of the three databases
di scussed previously: the SITC database, the financia
dat abase and the property adm nistrator’s database. The

results were nost striking.

When the researcher analyzed the total assets
listed in the SPAWAR Information Technol ogy
Center’s database, the total nunber of assets
assigned to the DI HVRS program were 335 val ued at
$524, 756.

Based on a review conducted on the DI MHRS
Property Adm nistrator database, the value was
|listed as 774 with a val ue of $2, 934, 404. 67.

The DI VHRS Financial Mnager identified at a
mnimm a total of approxinmately 106 tota
requi sitions at a cunul ative val ue of $2,899, 057.
Wiile the differences noted between the DIMRS
fi nanci al database and the property admnistrator’s
dat abase might be the result of problens associated wth
the nmethod of entry in the respective databases, the nost
disturbing anomaly occurs wth the SITC facility’s
database. The SITC database is supposed to be the
facilities primary source of property accountability. The
SI TC database is supposed to serve as the primary entry
point for all property acquired at the facility. ( See
Figure 1). Based on the data found in the SITC database,
there is a discrepancy of approximately $2,409,648 in the
DI VHRS Property Adm nistrator database and a $2,374, 301
difference in the Financial database. The di screpancies
between the Financial and the PA databases are only
$35, 347.
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On the basis of these results, the researcher contends
that a serious lack of proper accounting of the program
| evel assets exists. As noted earlier, the SITC database is
supposed to be the official source of all recorded assets
i ncluding program |evel assets. The failure of the SITC
dat abase to properly capture and maintain this information
points to a serious failure in the current nethods used in
managi ng property at the facility.

B. PA DATABASE

The review of the PA database consisted of a thorough
review of all items contained 1in the database. As
previously nentioned, the database contains information
about the asset, unit cost, docunent nunber, property tag
nunber, serial nunber, person assigned to, accessories cost
and aggregate cost. On the surface, the information | ooks
to be in order and well organized. The total value of the
DI MVHRS assets consi st ed of 774 items val ued at
$2,934,404.67. A review of the specific entries uncovered a
nunber of inconsistencies.

Lack of Property Accountability

The database details a l|large nunber of transactions
both in nunber and value that were apparently sent to two
individual facilities in Virginia and Hawaii, respectively.
Many of the itens were not tagged and tracked by serial
nunber and the proper transfer docunents do not appear on

the list. A list of these discrepancies appears bel ow.
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ASSET DOC NUMBER DESTI NATI ON TOTAL VALUE
CPU (40) N31020- RG- OD195 VI RG NI A $124, 669. 00
MON ( 40)
C. PRINT (2)
ASSORTED N3020- 98- RG- 0D033 VI RG NI A $18, 507. 00
EQ PVENT N3020- 98- RC- 0D034 VIRG NI A $2, 655. 00
CPU (25) N3020- 98- RC- 00293 VI RG NI A $78, 156. 00
MONI TORS ( 25) N3020- 98- RG- 0H017 VIRG NI A $179, 435. 00
PG UPGRD ( 40) N3102098RCOHM43 VI RG NI A $46, 668. 00
PROQJECTCRS N3102098RC0OH078 VI RG NI A $17, 400. 00
MODULES ( 24) N3102098RCOH098 VI RG NI A $19, 372. 09
PRI NTER C. N3102000RCOH074 VI RG NI A $4, 430. 00
SWTC MD (2) N3102000RCOH060 DEVEL OPMNT $12, 709. 00
LAPTOPS N31020- 98- RC- 0D004 UNKNOWN $56, 488. 00
CATALYST N3102000RCOH118 COVP ROOM $12, 547. 00
SERVER N3102000RCOH113 HAWAI | $20, 222. 00
CPU N3102000RCOH121 HAWAI | $9, 558. 42
PRI NTER N3102000RC0H157 HAWAI | $1, 549. 00
TOTAL $604,365.51
Tabl e 2. PA Dat abase Fi ndi ngs.

[ Devel oped by researcher]

As Table 2 shows, there are significant discrepancies
associated with the database due to transfers of property
to other organizations. Although the researcher is not
inplying that the property is lost or there has been any
i nappropriate action taken, the full |oss of accountability
in the nunber of items and the overall value of the
property is noteworthy.

Addi ti onal Fi ndi ngs

A continued review of the database also indicated a
nunber of other discrepancies worth noting:

| npr oper Mat chi ng of Documents

In order to fully match the docunment nunbers to the
i ndi viduals assigned to the equipnent, two lists had to be

generated. One had to account for the docunent nunber and
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the other had to determine to whom the property was
assi gned.
| nconsi stent Asset Val ues
Both lists did not have the sanme value for the itens
purchased. One exanple: List (1), consisting of the
requi sition nunbers and purchase values, listed a CPU at a
val ue of $1,978.00 when the sanme itens was found on |ist
(2) and the unit cost was listed as $1,220.00. This was
wel |l below the unit cost of the item This does not take
into account that as a MAF activity, there 1is an
approximate 7% increase in the unit value of the original
pur chase.
| mpr oper Cust ody/ Sub-Cust ody of Assets
O the 774 itens listed, over 167 are listed as being
in “mcro repair” as defined by the PA. This “mcro repair”
function is used both to repair items and to use as an
excess pool. The researcher found it alnost inpossible to
assess the actual value of the “mcro repair” pool as the
itens on the list contained the adjusted values identified
in the previous observation.
| naccuracies in Asset Visibility and Val ues
Based on a review of over five (5) separate lists
generated by the property admnistrator at different tines
during the study, different totals in the nunmber and val ue
of the assets reviewed occurred. |t becane very difficult
to fully assess the actual value of the DI VHRS assets
w t hout a physical inventory.
C. FI NANCI AL DATABASE
The financial database was developed by the D MHRS
program office to nmanage and account for all requests for
expenditures associated wth the Program Ofice. For
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clarification purposes, the Financial Database is really
not a true database per se. It is a spreadsheet devel oped
by the Financial Mnager for the purposes of tracking
expenditures against such itens as software, hardware
itenms, furniture, conmtnents against services contracts,
| eases for copiers and itens identified as mnor
construction. For the purpose of this study the researcher
felt the term database was justifiable from the standpoint

that it captured specific property information.

The review of the database caused sone difficulties as
the expenditures were listed based on the date allocated, a
docunment nunber, but failed to identify a corresponding
Purchase Order Nunmber at the time the item was procured by
the purchasing activity. The database did list a Job Order
Nunber associated with the order as well as tracking the

anount of the charge back anmount.

SITC is a Wrking Capital Activity that charges
tenants such as the DIVMHRS program office a 7% surcharge
for every transaction processed. SITC, as a result, funnels
all transactions processed through a Job Order Nunber (JON)
instead of tracking all of the actions on an individual
basis. Although the use of a JON is not inproper, the
process nmkes tracking the individual value of itens
difficult. This is validated by the fact that the
researcher found tracking the actual value of the item
against the financial database alnost inpossible. The
foll owi ng di screpanci es were found.

| mproper Descriptions
The data contained in the database |acked the proper

description and nonenclature to correctly determ ne in many
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i nstances, which itenms were actually equipnment and which
contained software and other consumable itens. Although
this was the case, the researcher managed to account for
approximtely 100 assets wth an estimted value of
$$2, 899, 057. 00. The overall value of the database is close
to the Property Adm nistrator’s database.
| nconsi stent Identifications of Assets

The discrepancies noted in the nunber of assets may
have occurred as the result of the many differences noted
in the manner in which the data were accrued and identified
in the respective databases. The practice of not tracking
al | assets based on a single nomencl at ur e made
identification of the asset very difficult. The database
entries did not clearly identify the actual nunber of itens
in each of the requisitions and failed to identify the
requestor’s name or the specific reasons associated wth

t he request.

The current SECNAVI NST  7320. 10 chapt er (6) (b)
Depr eci ati on Definitions and Reporti ng Requi renent s,

requires that program offices depreciated all assets based

on a straight line fornul a.
Depr eci ati on Met hodol ogy

Depreciation for capitalized personal property
shal | be <calculated wusing the straight-Iline
met hod. This nmethodology applies to both the
General and Wirking Capital Funds.

An accurate assessnent in the value of the total
assets purchased by a program office is critical in the
future procurenment decisions by a program office. These
data are also critical when future budget decisions are
made. The Program O fice Business Financial Mnagers (BFM
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are required to depreciate the value of the assets acquired
during the systenmis life as a way of making future
financial decisions and for the preparation of future

budget s.

The issues raised in the review of the financial
dat abase nost |ikely cause the BFM difficulty when planning
for future expenditures of equipnment because of the nethods
used in tracking the asset values in the financial
dat abase. In some instances, the database contained
docunent nunbers assigned to individual transactions but
there were no actual descriptions or definitions associated
with the transactions, thus mking it difficult to
determine if the item procured was equipnment or an

expendabl e item

DATABASENAME NUMBER. ASSETS VALUE
SITCDB 325 $534,756

FINANCIAL DB 110 $2,934,404.00

PROP. ADMIN DB 774 $2,899,057.00

Tabl e 3. Anal ysis of the Data.
[ Devel oped by researcher]

D. PHYSI CAL | NVENTORY

After a review of all the individual databases
containing information related to the D MHRS property, the
researcher initiated the physical part of the inventory by
utilizing one of the existing databases reviewed earlier in
t he chapt er. The resear cher chose t he Property
Adm ni strator’s database as a baseline because of the three
databases studied, the Property Admnistrator’s database

seened to be the nobst conplete and contained the |argest
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nunber of assets. The PA provided a copy of the |atest
database with all the assets in al phabetical order, sorted
by the actual assets assigned to individuals within the

facility.

Physically inventory was conducted to identify all of
the assets agai nst the baseline docunent. On each occasi on,
the researcher approached the location, verified the
individual’s nane and proceeded to validate the assets
against the list. In those instances where the information
did not correlate with the information in the database, the
correct information was noted on the acconpanying sheet,
docunenting the deficiency by entering a notation on the
record that the property was not ©properly recorded.
Additionally, +the asset’s serial nunber, I|ocation and

property tag nunber were not ed.

The physical inventory was conducted over a two week
period and invol ved reviews of over 243 individuals and 701
assets. Additionally, there were over 167 itens |ocated and
placed in “mcro-repair” or assigned to the PA These
assets were valued at over $215,6000, or alnost 25% of the
value of the overall inventory. The totals described here
al so do not account for the aforenentioned equipnent sent
to the facilities in Virginia and Hawaii. (See Table 2).

O the 701 assets inventoried, approximtely 38% of
these were not correctly assigned. A large mgjority of
these, or approximately 27% were assets transferred to
other individuals wthout the proper paperwork. The
physi cal inventory also discovered that over 10% of the
DI MHRS assets were assigned to non-DI MHRS i ndividuals,
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including contractors or to Governnent enployees who did

not directly support the DI MHRS program

Approxi mately 0.07% of the assets identified in the
inventory had not been purchased through DI MHRS funds and
had been added the DIMHRS inventory. Less than 1% of the
itens were identified as |ost or stolen.

The researcher had difficulty finding a |arge nunber
of the 167 itens listed in “mcro repair”. About 41 were
not found. This totaled approximately 5.9% of the itens
listed in the inventory.

A major finding concerning the physical inventory is
that the Property Admnistrator assigned all incomng
assets to her nanme prior to reassigning themto a specific
person. This practice is not consistent wth sound
i nventory managenent since the asset looses its visibility
and accountability in the process. This practice resulted
in a large percentage of the inventory being assigned to
other individuals while still in the possession of the
Property Adm nistrator. Additionally, the actual nunber of
usabl e assets versus those in need of repair were difficult

to assess.

Overall, the physical inventory yielded approxi mtely
41 assets that could not be found. This |oss represents
less than 1% of the total inventory not including those
itens that were sent to Virginia and Hawaii. These assets
are not considered lost as they were transferred to a
program related function in Virginia and Hawaii. The | ack
of proper paperwork and accountability will be noted in

Chapter VI. Although the term “Property Mnager” is used
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t hroughout this research docunent, the actual property

managenent series is no longer a career series per se.

In the researcher’s view, the reinstatenent of the
Property Managenent series in DoD would greatly benefit the
service as these individuals are trained to nanage and
control property at the facility level as primry duties
i nstead of delegating the role of property nanagenment as an
i ndi vidual s secondary duty.

E. SUMVARY

This chapter physically reviewed the data collected
and developed an analysis of the information accrued
through interviews and <conducting a site physical
inventory. The information gathered as a result indicated
various deficiencies and shortfalls associated wth the
managenent of property at the SPAWAR | nformation Technol ogy
Center as well as with the DIMHRS program The findings and
conclusions wll be identified in Chapter VI and wll
respond to the primary and secondary questions associ ated

wWth this study
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VI, CONCLUSI ONS AND RECOMVENDATI ONS

A. | NTRODUCTI ON

This research effort focused on evaluating the current
regul atory process associated wth the nanagenent of
property at the major systens program level. In this
chapter the researcher wll di scuss the conclusions
associated with attenpting to determine if the current
regul atory process provides for efficient and effective
met hods of managi ng assets at the program | evel. Thus, the
researcher wll pr esent his conclusions and provide
recommendati ons and areas for further research.
B. CONCLUSI ONS

1. Pri mary Research Question

Does the «current regulatory process for the
managenent of property at the mmjor systens
program | evel provides for the nost efficient and
effective managenent and accountability of these
assets at the program level? And are Dbest
interests of the Departnent of Navy being net?

I n assessing the overall status of the inventory, the
researcher conducted inventories of the three databases.
The researcher found that there is little or no efficient
and effective managenent of the DIMHRS property at the
program |evel for physical inventory. Additionally, the
researcher discovered in the course of interviews, that the
Property Admnistrator for the D MARS program was a
contract enployee. The SECNAINST 7320.10 clearly assigns
the responsibility to a Governnent enployee and not a

contractor.

The researcher identifies the follow ng key findings.
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Fail ed Processes. The overall status of the
DI MHRS assets were at best being tracked but not
managed consi stently accordi ng to exi sting
regul ations and good business practices in the
managenent and control of property at the program
| evel . The property records reviewed in all three
of the databases, the facility inventory, the
fi nanci al managenent , and t he Property
Adm ni strators database showed that the records
were not properly docunented and did not contain
accurate and up-to-date i nformation.

Al'l three databases when conpared to each other
did not match. As the figures in Table 3 show,
the value of the DI MHRS assets vary greatly from
all three databases both in quantities and the
val ues of the assets.

| nconsi st ent Val ues. When conducting the
interviews, the researcher noted that the actua
values of the property being acquired differed
greatly from all t hree dat abases maki ng
conpliance wth the provisions of SECNAVI NST
7320.10 difficult to follow in the area of
depreciation, and with the POM process an al nost
inpossible task. It is essential that a single
value for all the assets based on the purchase
value of the item for depreciation purposes
exists as well as the ability of the program
office to plan for future replacenent of these
assets in the budget process.

| nproper Asset C assification. The researcher
noted the |arge nunber of assets being placed in
“Mcro Repair”. As a result, it was alnost

i npossible to determne which itens needed to be
placed in excess or which needed to be placed
into operational use at the program |level. VWile
it is acceptable for a programthe size of DI MHRS
to hold a certain percentage in a |oner pool, the
number and type of assets being held by the
Property Admnistrator are not consistent wth
normal property accounting standards.

Lack of Training. It nmust be noted that one o

the mmjor findings was that the individuals
assigned to manage and oversee the DI VHRS
property were not properly trained. The Property
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Adm nistrator was not aware of the existing
regulations and admtted never having received
any formal training. The PA stated that for the
past three to four years she/he worked alone
W thout a supervisor and did not understand why
she was being asked to provide information
regarding the status of property as she had never
had anyone ask before.

Stove Pipe Processes. Duri ng conversations wth
the financial managenent staff, the same |ack of
know edge and understanding of the regulations
was echoed. The budget officer indicated his/her
only concern was the managenent of the budget and
once the assets/itenms were purchased and paid for
he/ she did not nake an effort to track the assets
any further.

The budget officer was not aware of the
SECNAVI NST 7320.10 regulation and was not aware
that it was his/her responsibility to nmanage and
oversee the issuance of property and naintain
accountability on behalf of the program office.
In defense of the budget officer, he/she had not
been formally assigned to the position since she
al so worked for the facility and not directly for
the programoffice until several nonths ago.

SI TC Dat abase of Record. The interviews wth the
SPAWAR I nformation Technology Center were the
nost di st ur bi ng. During my interviews, t he
Property Manager was not aware that i ndividual
program assets needed to be nmanaged separately
based on the actual program of record. The
property manager, as the anmounts in Table 2 show,
did not know the total value of the D MARS
assets. The data in the SITC database did not
segregate the information based on individual
progranms. Wen the data were entered into the
dat abase, they did not properly identify the
specific program of record.

Qutdated Policies and Procedures. Wen asked for
existing policies and procedures, the Property
Manager provided the researcher with a copy of a
Naval Reserve I nstruction NAVRESI NDOSYSOFF
| NSTRUCTI ON  4400. 01 DATED 2001. Al t hough the
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instruction was current, SITC is no |onger
associ ated wth the Navy Reserves.

The Property Administrator did not have any SITC
specific policies and procedures associated with
the managenent and control of property at the
facility. Wien asked, the Property Adm nistrator
was  not aware  of the  SECNAVINST  7320. 10
regul ation.

2. Secondary Research Questions
a. Appl i cabl e Standards

What are the applicable standards for the
managenent of property in the Departnent of the
Navy?

The current st andar ds appl i cabl e to t he
managenent of property in the Departnment of the Navy cone
primarily from the SECNAVINST 7320.10 regulation and are
very conprehensive in nature. The only shortfall is that
t he guidance has not been effectively distributed and that
many of the individuals surveyed in the financial
community, the program managenent office, and the facility

property managenent arena are not aware of its existence.

Additionally, the only other guidance that was
found by the researcher <consisted of “A Handbook of
Practical Financial Mnagenent Topics for the DoD Fi nanci al
Manager” by Commander Ted H eba, USN, January 2001. 3'C
Edition. This guide is the only reference found by the
research indicating that DPAS is the standard mandatory
system for property nmanagenent. Based on the research, the
activities interviewed were not very famliar wth the
systemand were in no specific rush to inplenent it.

b. Regul atory Conflicts

Are there any conflicts associated wth the
current regulations, which prelude efficient and
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effective managenent of the program property
accounting activities?

The researcher did not find any conflicts in the
current regul atory process per se, but found an absence in
actual regulatory guidance specific to the nanagenent of
property at the program level. Al though the SECNAVINST
7320.10 reqgulation is excellent in providing the necessary
gui dance to Fi nanci al Manager s about specific
responsi bilities associated with the value of assets within
the program activities, it does not provide clear guidance
in the managenent of property by Program Managers and does
not clearly delineate who is responsible for the execution
of the instruction.

The FAR guidance only focuses on the issues
related to the issuance of GFP to contractors and does not
stress specific managenent and control of property at the
program | evel

C. Control O Property

Are there adequate controls in the issuance,
receipt and control of property accounting
activities?

Based on the research, controls in the issuance
recei pt of property are inadequate. This research
di scovered that the facility Property Manager did not
devel op a nethod of tracking individual assets based on the
actual activity that actually acquired the assets as in the
case for the DIMARS program office. In reviewing the
Property Managenent database, the specific ownership of the
assets was not identified. During the interview process, it
was di scovered that the SITC managenent did not recognize
property purchased by individual program offices as being
program specific assets. The program managenent office at
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SITC was directed to absorb all assets as SITC assets and

not program specific assets.

As nentioned in the previous chapters, there were
many areas in which property was not properly accounted
for, nost notable were the itens listed in Chapter V, Table
2. Approximately $600,000 of property was transferred to
other organization wthout the proper paperwork  or
desi gnati on of an accountabl e hand recei pt hol der.

d. Pr obl ens in Property Managenent and
Accountability

What specific problens are occurring due to
deficiencies in the current managenent systens of
property managenent and accountability?

Specific problens identified in the current
managenent system consi st of the foll ow ng:

Lack of accountability of assets acquired by
program of fi ces

Inability of program offices to properly budget
and program for funds in the out years

Inability to properly di spose of excess property

Property losses associated wth the |lack of
proper accounting and control of property
assigned to contractors

Devel opnent of sever al di fferent dat abases
|l eading to confusion and l|lack of accountability
in the process

Lack of wunderstanding by the facility managenent
enpl oyees in knowing who owns the property and
the need to properly account for property based
on an individual program s purchases

Lack of training of current Property
Adm ni strators

Lack of an accountable officer at the program
level and the function being assigned to a
contractor and not a CGovernment enpl oyee.
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C. RECOMVENDATI ONS

What specific recomendations can be nmade to
i nprove the process within the DI VHRS Progranf

RECOVVENDATI ON #1: Redefine the current policies to
create tailored policies and procedures for the handling of
property at the program level. Assign the Program Manager
direct responsibility for all assets acquired by the PM and
require that the PM develop the necessary controls to
ensure that all program |level assets acquired during the
life of the program are properly nmanaged and accounted for.
The policy needs to be issued at the DoD |level for ACAT-1
prograns and re-delegated to the Command level for all
ot her program categories. The policy nmust ensure that
facility conmmanders are delegated the full responsibility
for ensuring that any property purchased by a program
office is accounted for and is nade part of standard

program manager’'s briefings.

Recommendati on  #2: Develop a Program Manager’s
Property Manual simlar to the NPS “A Handbook of Practical
Fi nanci al Managenent Topics for the DoD Financial Mnager”
[Ref. 6] tailored to Program Managers as well as Financi al
Managers in the field and incorporated into a DoN policy.
The nmanual provides excellent guidance and is a tribute to
the quality of products being generated by NPS.

RECOMMVENDATI ON #3: FAR Part 45 should contain a direct
reference to the control and managenent of property at the
program |l evel. FAR Part 45 focuses specifically on GFP in
the hands of the contractor, makes the contractor
responsi ble for accounting for and managing property in
their possession but does not stress that property is

normal ly assigned to contractors in direct support of a
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maj or program activity. Direct reference that t he
contractor is responsible for providing the individual
Program Manager and the delegated Program Adm nistrator
with an accounting of all property on a recurring basis

woul d al l eviate nany of the problens cited in this study.

RECOMVENDATI ON #4: Develop a central database within
DoN capabl e of tracking program assets that excess to one
program office that can be used by other program offices
within DoN. The DI MHRS program office has several hundred
assets that are classified as excess in the DI MHRS program
val ued at several hundred thousand dollars. These excess
assets could be transferred to other prograns. The
equi pment is primarily processors, nonitors and printers
that are in great demand, and still have sone |evel of use
and application to other |ess devel oped progranms within the

Navy.
RECOMVENDATI ON  #5: Mdify the current DoD Program

Manager’s training course to include property managenent
and property accountability at the program |level. Require
that all Program Managers receive training related to the

managenent and accounting of property at the programlevel.

RECOMMENDATI ON #6: Develop a Draft DoD Regul ation to
require all Property Adm nistrators be Governnent enpl oyees
and that they receive the proper training prior to taking

on their responsibilities.
D. NAVY SPECI FI C RECOMMENDATI ONS

How can these recomendations be applied to
property managenment withi n the Navy?

RECOVVENDATI ON #1: The Departnent of the Navy needs to
devel op DoN specific guidance (SECNAVI NST) associated with
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the managenent and control of property at the program
| evel . The gui dance shoul d provide specific responsibility
and accountability to the Project Manager for the
managenent of property at the program level. Require the
formal designation of a Property Manager for each program
and require that the individual be a Governnent enployee.

Provide for periodic reviews and reports on the status of

property under their cogni zance.

RECOVVENDATI ON #2 Devel op a DoN Managenent regul ation
or a SECNAVINST requiring that all property acquired by DoN
be incorporated into the Defense Property Accountability
Systens (DPAS) so that all acquired property including
pilferable itenms are entered into one single database.
There is a need to standardize the entry of all property
into a single systemto preclude the use and proliferation
of multiple databases as is the case of DI MHRS and SI TC.

RECOMMENDATI ON #3: Require the reinstitution of the
Property Managenent series within the DoN. Require that al
organi zations with over $1 MIlion in assets assign a full
time Property Adm nistrator in the organization. Mst often
this is an ancillary position and is nobst often not
considered a critical position. Thus, property is not
managed and accounted for in accordance with established
policy.

E. AREAS OF FURTHER RESEARCH

RESEARCH AREA #1: Investigate the total value of
program specific property acquired by DoN programs on a
yearly basis. Conduct a study to determne if the property
is being properly managed and admnistered in all NAVY
Program O fi ces.
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RESEARCH AREA #2: Exanmine the potential savings
associ ated wth the devel opnment of a DoN specific property
management system that would allow for the exchange of

assets between Program O fices as a cost saving neasure.

RESEARCH AREA #3:. Examine the nunber of program
offices within DoN that have provided GFP to contractors
and assess the |evel of property managenent and

accountability and the financial costs to DoN.
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APPENDI X A.

The information provided here is intended to assist
the reader in gaining a better understanding of the terns
associated wth subject of property managenent at the

program | evel .

Aut onated Information System (AIS). An acquisition program
that acquires Information Technology (IT), except IT that
i nvol ves equipnent that is an integral part of a weapon or
weapons system

Acqui sition Program A directed, funded effort designed to
provide a new, inproved, or continuing materiel, weapon, or
i nformati on system or service capability in response to a
val i dated operational or busi ness need. Acqui sition
prograns are divided into different categories that are
established to facilitate decentralized decision-naking,
execution, and conpliance wth statutory requirenents.
Technol ogy projects are not acquisition prograns.

Equi pnent. Tangi bl e personal property that is not intended
to be held for sale or consuned in normal operations,
during design, nmanufacture or testing of a product or
during the performance of a service.

Excess Property. Government property, including materials
other than real property that is under the control of a
Federal Agency whose agency head determnes what is not
required for its needs or for +the discharge of its
responsi bilities.

Gover nnent - Furni shed Property. CGovernnent property that a
contracting Oficer provides to a contractor under a
Gover nnment contract.

Gover nnent - Furni shed Equi pnent. Governnment owned equi pnent
that a contracting officer authorizes a contractor to use
under a Government contract.
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Gover nnent - Furni shed Mterial. Governnent owned nmterial
that is provided to a contractor under a Covernment
contract.

Governnent Property. Property the United States CGovernnent
owns or | eases.

| nformati on Technol ogy (1. Any equi pnent or
i nterconnected system or subsystem of equipnent that is
used in the automatic acquisition, storage, nmanipulation

managenent , novenent , control, di spl ay, swi t chi ng,
i nt er change, transm ssi on, or reception of data or
information. "IT" includes conputers, ancillary equipnent,
sof t war e, firmmare and simlar procedures, services

(including support services), and related resources. The
term "IT" also includes National Security Systens (NSSs).
It does not include any equipnment that is acquired by a
Federal contractor incidental to a Federal contract.

Personal Property. Property of any kind or interest in it
except real property.

Property. Means real and personal property.

Real Property. Land rights in land and ground i nprovenents;
and plant (i.e. utility distribution systens buil dings and
other structures.) It does not include foundation work
necessary for installing special tooling, special test
equi pnent, or equi pnent.

Low Val ue Equi pnent. Equi prrent including special tooling,
or special test equipnent that has an acquisition cost of
| ess than $5000 per unit and is not sensitive property.

Maj or Automated Information System (MAIS). An AIS that is
designated by ASD(C3l) as a MAIS, or estimted to require
program costs in any single year in excess of $32 mllion
in Fiscal Year (FY) 2000 constant dollars, total program
costs in excess of $126 mllion in FY 2000 constant

dollars, or total Iife-cycle costs in excess of $378
mllion in FY 2000 constant doll ars.
Property Adm nistrator. A person appointed to perform

property adm nistration for the Governnent.
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