MILITARY EQUIPMENT VALUATION

BACKGROUND:

· In 1990, Congress enacted, and the President signed, the Chief Financial Officers (CFO) Act.

· DoD and each Military Department will annually prepare and submit to the Director of the Office of Management and Budget a financial statement for the preceding fiscal year.  

· Each financial statement will be audited by the DoD Inspector General (DoDIG) or by an external auditor determined by the DoDIG.
· In 1996, Congress passed the Federal Financial Management Improvement Act.  

· Each Executive Department/Agency will implement and maintain financial management systems that comply with accounting standards established by the Federal Accounting Standards Advisory Board (FASAB).  

· FASAB determined that military equipment should be reported as general property, plant, and equipment in 2003.

· In 2001, the President’s Management Agenda established an initiative to improve financial performance and obtain a clean audit opinion.

· The Secretary of Defense established the Business Management Modernization Program (BMMP) and directed the Department to get a clean financial audit opinion as quickly as possible.  

· USD(C) established a goal of achieving a clean audit opinion by the end of fiscal year 2007.  

ACTIONS:

· In order to obtain a clean audit opinion for military equipment, DoD must – 

· Establish an end-to-end system to provide auditable accountability/visibility of government property.

· Establish a methodology to value government property in the hands of contractors at its net book value.

· Establish a methodology and system for calculating full cost for an end item of military equipment (to include embedded GFP/CAM).

· Activities that impact industry include the following –

· Write contracts with separate CLINs/SLINs for items with different accounting treatment.  We are working with industry in formulating policy that reflects our intent to NOT require finance payments or billings be broken out by separate CLIN/SLIN beyond current practice.

· Create an on-line GFP tracking system to replace the DD-1662.

· Require UID identifiers of GFM items embedded in an end item upon delivery.

· No additional valuation data requirements over what we require now (i.e., cost of end item including CAM) since we will be receiving UIDs of embedded GFM items and we will be able to calculate those values.
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