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DCMA GUIDEBOOK FOR GOVERNMENT CONTRACT PROPERTY ADMINISTRATION

PREFACE

Purpose. This Guidebook provides a process summary to DCMA personnel for consistent
oversight of contractors’ property management systems and is intended to promote consistency
in the methodology and analysis techniques employed by DCMA.

This Guidebook also provides detailed information to facilitate understanding and execution of a
property management system analysis (PMSA).

Unless otherwise noted, the responsible party for the processes identified herein is the cognizant
Property Administrator (PA) or Industrial Property Management Specialist (IPMS). Use of the
job position title “PA” is inclusive of the IPMS unless explicitly stated otherwise. The title
Administrative Contracting Officer (ACO) is inclusive of Divisional Administrative Contracting
Officer (DACO) and Corporate Administrative Contracting Officer (CACO).

Overview. FAR 52.245-1 imposes the requirements for a contractor property management
system that provides for effective and efficient control of Government property. The ACO will
determine whether the contractor’s property management system is acceptable based on the
results of a standard or limited PMSA conducted by the PA. FAR 52.245-1(g) “Systems
analysis,” states:

(1) The Government shall have access to the Contractor’s premises and all Government
property, at reasonable times, for the purposes of reviewing, inspecting and evaluating
the Contractor’s property management plan(s), systems, procedures, records, and
supporting documentation that pertains to Government property. This access includes all
site locations and, with the Contractor’s consent, all subcontractor premises. (2) Records
of Government property shall be readily available to authorized Government personnel
and shall be appropriately safeguarded.

DCMA examines subsets of some of the outcomes listed within FAR 52.245-1(f) because there
are imbedded requirements that require separate populations of data and transactions for
effective and comprehensive testing. This Guidebook refers to each subset as a PMSA element.
There are 22 elements, and they are listed below. Additional guidance for each is located in
Chapter 2 of this Guidebook.
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REQUIREMENT/OUTCOME | PROPERTY CLAUSE ADDITIONAL CLAUSE
REFERENCE REFERENCE
WRITTEN PROCEDURES FAR 52.245-1(f)(1) FAR 52.245-1(b)(1)
CONTRACTOR SELF FAR 52.245-1(b)(4)
ASSESSMENT
ACQUISITION FAR 52.245-1()(1)(i) FAR 52.216-7
RECEIVING FAR 52.245-1(H)(1)(ii)
-DISCREPANCIES FAR 52.245-1(H)(1)(ii)
INCIDENT TO SHIPMENT
IDENTIFICATION FAR 52.245-1(D(1)(i)
RECORDS FAR 52.245-1(f)(1)(iii)(A) | DFARS 252.211-7007
RECEIPT AND ISSUE FAR 52.245-1()(1)(iii)(B)
SYSTEM
PHYSICAL INVENTORY FAR 52.245-1(f)(1)(iv)
SUBCONTRACTOR FAR 52.245-1(0)(1)(v)(A)
AWARDS AND FLOW DOWN
SUBCONTRACTOR FAR 52.245-1(H)(1)(v)(B)
REVIEWS
REPORTS FAR 52.245-1(f)(1)(vi) DFARS 252.211-7007

RELIEF OF STEWARDSHIP

FAR 52.245-1(f)(1)(vii)(B)

DFARS 252.245-7002
(CLASS DEVIATION
2020-00004)

UTILIZATION FAR 52.245-1(f)(1)(viii)(A)
-DECLARATION OF FAR 52.245-1()(1)(viii)(A)
EXCESS
-CONSUMPTION FAR 52.245-1(f)(1)(viii)(A)
-MOVEMENT FAR 52.245-1(f)(1)(viii)(A)
-STORAGE FAR 52.245-1()(1)(viii)(A)
-STORAGE COMMINGLING | FAR 52.245-1(f)(1)(viii)(B)
MAINTENANCE FAR 52.245-1(f)(1)(ix)
PROPERTY CLOSEOUT FAR 52.245-1(f)(1)(x)
DISPOSAL FAR 52.245-1(f)(1)(x) DFARS 252.245-7004
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CHAPTER 1 - PROCESS
1.0. REVIEW NEW CONTRACTS.

1.1. The PA will review each new contract consistent with the direction located in
DCMA-MAN 2501-01, Contract Receipt and Review, within 30 calendar days of receipt to
determine if the contract contains a contract property requirement as defined in DoDI 4161.02,
“Accountability and Management of Government Contract Property.” If Government property is
anticipated, PAs must accept assignment of property administration in accordance with
Paragraph 2.1 of this Guidebook.

1.2. Prior to acceptance of a contract for administration, the PA must ensure that the
contractor will need Government property to perform the contract. In many cases, this will be
clear (e.g., there is a GFP attachment, or the contract cannot be performed without the
acquisition of Government property), but in other situations the need for property oversight is
less clear.

1.2.1. Example. A FAR 16.601 time-and-materials contract for engineering or
support services is required to have the property clauses incorporated, based solely on the pricing
arrangement of the contract, but in many cases the contractor will only be billing for labor hours
and potentially travel. In cases where the clauses are required based on contract pricing
arrangement, but no property is anticipated, the PA must not accept the contract for
administration.

1.2.2. If there is any question of whether property is required for contract
performance, the PA is expected to contact the Procurement Contracting Officer (PCO) at the
buying office to determine whether property is anticipated. If the PCO is nonresponsive, the PA
should enlist the assistance of the cognizant ACO.

1.3. The PA must ensure contracts contain appropriate terms and conditions, including FAR
and DFARS clauses relevant to the Government property expected to be furnished or acquired.
Relevant contract clauses follow:

e Mandatory clauses
o FAR 52.245-1, “Government Property” or its alternates. Note: only one version
of the clause may be included in a contract
o FAR 52.245-9, “Use and Charges”
DFARS 252.211-7007, “Reporting of Government Furnished Property”
o DFARS 252.245-7001, “Tagging, Labeling and Marking of Government
Furnished Property”
o DFARS 252.245-7002 (CLASS DEVIATION 2020-00004) “Reporting Loss
of Government Property”
o DFARS 252.245-7003, “Contractor Property Management System
Administration”
o DFARS 252.245-7004, “Reporting, Reutilization, and Disposal”

©)
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e Other clauses that may be applicable:
o FAR 52.251-1, “Government Supply Sources”
o FAR 52.245-2, “Government Property Installation Operation Services”
o DFARS 252.223-7002, “Safety Precautions for Ammunition and Explosives”
o DFARS 252.223-7007, “Safeguarding Sensitive Conventional Arms,
Ammunition, and Explosives”
DFARS 252.228-7001, “Ground and Flight Risk”
o DFARS 252.242-7005, “Contractor Business Systems”

@)

1.4. In reviewing new contracts, the PA must attend to:

1.4.1. Potentially inappropriate provision of Government-furnished property (GFP) or
contractor-acquired property (CAP) such as common office items or any Government
property listed as an exception at FAR 45.000(b), “Scope of part.”

1.4.2. Contracts where a deliverable end-item will be accepted at origin, and delivery to
a separate destination is not required, (Free on Board (F.o.b.) Origin).

1.4.2.1. If a deliverable item is identified in the contract as FOB origin inspection
and delivery, sometimes referred to as shipped-in-place, the deliverable item could become
GFP, and be subject to FAR 52.245-1. If the PCO intends for the items to be GFP, then
52.245-1 and any associated clauses must be included or added to the contract, and the
property would need to be added to a contract.

1.4.2.2. The PA will determine whether the Government has imposed a property
storage requirement on the contractor for items that have not been designated as GFP. The
PCO needs to ensure that the contract includes the appropriate terms and conditions relevant
to the type, scope, and duration of storage. The contract must include necessary funding
(requiring the contractor to store the property at no cost is not appropriate, even if the
contractor agrees to the arrangement), a clear statement identifying that the items are not
GFP, and an appropriate liability provision.

1.4.2.3. The PA is expected to engage with the PCO to ensure that any items of
Government property that are shipped-in-place are treated appropriately by issuing a contract
deficiency report (CDR) if needed. A CDR would be required if FAR 52.245-1 and the
associated clauses need to be added to the contract, or if the contract imposes an unfunded
storage requiremnt.

1.4.3. Period of performance dates, to plan for expeditious property disposition and
contract closeout.

1.4.4. Contracts with a place of performance that is overseas or in a combat theater for
specialized contractual and technical terms and conditions, country-to-country agreements,
host nation requirements, memorandums of agreement, and treaties. Refer to DFARS
Subpart 225.3, “Contracts Performed Outside the United States”.
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1.4.5. GFP attachments. Refer to DFARS PGI 245.103-72, “Government furnished
property attachments to solicitations and awards.” Nonstandard attachments may require that
a CDR be issued. PAs are required to review all GFP attachments.

1.4.6. Nonstandard Government property contract clauses. Refer to 41 U.S.C. 1304(a),
“Repetitive Nonstandard Contracts Clauses Discouraged.”

1.4.7. Contracts with place of performance on a military base or non-core work which is
typically not accepted for property administration. Refer to DFARS 242.202, “Assignment
of contract administration” and DCMA workload acceptance procedures.

1.4.8. An indication that sensitive property will be acquired or furnished.

1.4.9. Inclusion of DFARS clause 252.242-7004, “Material Management and
Accounting System” in the contract.

1.4.10. Section H special contract provisions related to property.
1.4.11. Disposition instructions included in the contract.
1.4.12. Special instructions in regards to Government property furnished for repair.

1.4.13. Property incidental to place of performance (e.g., desks, chairs, computers,
printers, etc.).

1.5. PAs will review and accept support delegations from DoD and Federal civilian agencies
(e.g., National Aeronautical and Space Administration (NASA)) in accordance with DCMA
workload acceptance procedures and signed agreements.

2.0. ACCEPT ASSIGNMENT OF CONTRACTS.

2.1. PAs must accept assignment of property administration for the following contract
types, instruments, and conditions, with the potential exception of contracts that are not core
DCMA mission work and that do not meet the High Value/High Risk (HV/HR) thresholds
detailed in paragraph 2.2.:

e Fixed-price contracts where property will be furnished to the contractor.

e Fixed-price contracts with cost-reimbursable contract line items.

e Contracts and purchase orders with property furnished for repair, maintenance,
overhaul, or modification. The exception based on unit acquisition cost for purchase
orders for repair detailed at FAR 45.107(d), is superseded by DFARS 245.107(1)(i)
for DoD contracts.

¢ Cost-reimbursement and time-and-materials contracts (except when it is clear no
property will be furnished or acquired). PAs must verify whether CAP is anticipated
for contracts involving only engineering services, research, or study efforts. Engage
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with the PCO to gain insight if the contract and statement of work are unclear
whether there is a need to acquire property to perform the contract.

e Top-level basic indefinite-delivery indefinite-quantity contracts (IDIQs) where
property will be furnished or acquired.

e Delivery and task orders awarded under IDIQ contracts where property will be
furnished or acquired.

e Delivery orders awarded under Basic Agreements and Basic Ordering Agreements
(FAR Subpart 16.7) or Blanket Purchase Agreements (FAR Subpart 13.3) where
property will be furnished or acquired. The Basic Agreements or Basic Ordering
Agreements are not standalone contracts and Government property may only be
issued to the order award level.

e Letter contracts (FAR 16.603-2) are typically (though not always) awarded as cost-
reimbursement contracts, with specific terms and conditions, including pricing
arrangements, definitized at a later date.

e Nonprocurement instruments (grants, cooperative agreements, and other transactions)
where property is involved, when DCMA is delegated administration.

2.2. IfaPA identifies a contract that does not appear to meet the following thresholds,
the PA should first coordinate with the assigned ACO to determine whether the contract has
entered workload acceptance review through the Contract Management Office (CMO).

e Threshold #1 — Contract or nonprocurement instrument is valued at or above $300k (if
yes, the PA should accept administration; if no, the PA should determine whether
Thresholds #2 or #3 apply.)

e Threshold #2 — DCMA GCPG is already performing property administration oversight
of the contractor,

e Threshold #3 — The contract requires the contractor to receive or acquire sensitive
Government property.

2.2.1. If the CMO has determined that the contract meets the HV/HR, the PA will
accept contracts for administration in alignment with paragraph 2.1. of this Guidebook. If
the CMO has not made a determination, and the PA believes that the contract does not
represent HV/HR work, they should elevate those concerns along with their rationale to
their first level supervisor for elevation to the Business Operations Center Director for
further workload acceptance review.

2.2.2. Because DCMA does accept some work that does not meet the thresholds
as reimbursable work, and other work is considered to be core to DCMA’s mission and is
accepted regardless of whether thresholds are met, it is imperative that PAs not reject
workload without a GCPG level workload acceptance review determination.

2.2.3. Repair of Government-owned property. Contracts for the repair of
Government-owned property are considered core mission work, and are to be accepted
regardless of contract value.

CHAPTER 1 - PROCESS
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2.3. PAs must use the Contract Property Administration System (CPAS) eTool, which is
tied to the Mechanization of Contract Administration Services (MOCAS) to identify and accept
assignment of property administration.

2.3.1. PAs will accept assignment by selecting a contract that meets the
conditions described in paragraph 2.1. of this Guidebook, on the CPAS contract
acceptance tab, updating the receipt date, and selecting “Accept” in the action field.

2.3.2. If a contract has erroneously been assigned for review, and property is not
anticipated, the PA will delete the MOCAS special provision code “E” through CPAS by
selecting the “Do Not Accept” option under the same CPAS contract acceptance tab.

2.4. PAs who determine that a contract without anticipated property had previously been
accepted will delete the special provision code “E” through MOCAS. Conversely, the PA will
add the special provision code “E” if a contract that had not previously been accepted is modified
to provide GFP. For MOCAS entry direction, see MOCAS Guides on DCMA 360.

2.5. Classified property. PAs must review the DD Form 254, “Department of Defense
Contract Security Classification Specification,” if included in the contract, to determine if
classified property is involved. Refer any classified effort to DCMA Special Programs
(DCMADS) by elevating to the first level supervisor, who will further elevate to the Regional
Director for reassignment. DCMAS PAs follow separate internal procedures.

2.6. PAs will document their contract review actions using the automated Integrated
Workload Management System (IWMS) Contract Review Checklist Tool PAs must ensure that
they indicate in the general comments section of the IWMS Contract Review Checklist if they
are not accepting a contract that includes the appropriate property clauses due to a lack of
anticipated Government property (as described in paragraphs 1.2 and 2.1).

2.7. PAs are expected to verify that contract acceptance actions taken in CPAS lead to
updates within MOCAS. PAs will do this by verifying that changes are processed by reviewing
MOCAS Submit History in CPAS after submitting an acceptance transaction in CPAS. Possible
reasons for a MOCAS submit failure include: scheduled updates where the system is down for
processing (nightly, monthly, and end-of-year), an expired MOCAS password, input of the
wrong MOCAS password into CPAS, incorrect geographic MOC selected for the CAGE code,
MOCAS account revocation (due to inactivity), and PA attempts to perform transactions within
CPAS while logged into MOCAS. If contract acceptance fails for one of the reasons above, the
PA is expected to correct the underlying issue, or await system availability, and resubmit the
transaction.

3.0. ISSUE CONTRACT DEFICIENCY REPORT.
3.1. PAs must issue CDRs via the CDR tool within the Procurement Integrated
Enterprise Environment (PIEE) suite of tools for contracts lacking appropriate clauses, standard

property attachments, or required terms and conditions. Refer to DFARS PGI 204.270-2(c),
“Contract Deficiency Reports.”

CHAPTER 1 - PROCESS
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3.2. PAs will notify the PCO of the deficiency in writing if the use of the CDR tool is not
appropriate or available. Retain documentation of this notification to the PCO where use of the
CDR tool is not appropriate. If the CDR tool was temporarily not available, process the CDR in
the CDR tool when it becomes available. Document the date of original notification to the PCO
in the notes field when submitting the CDR in the tool.

4.0. SUPPORT PROPERTY ADMINISTRATION DELEGATIONS.

4.1. Prime contractor PAs will request support property administration delegations
within the Delegation eTool or successor delegation system of record when surveillance is
required at contractor alternate locations outside their assigned area of responsibility any time
there is another DCMA PA in the local commuting area for the alternate location. Support
delegations will be issued to the first level supervisor that oversees the area that includes the
alternate location, to allow the first level supervisor to determine workload assignment. If there
is no PA within local commuting distance, the respective first level supervisors, and Regional
Director(s) will coordinate to determine whether an on-site review is required, and if so, whether
it makes more sense for the prime PA or the assigned support PA to travel.

4.2. Because the prime contractor is responsible for managing its subcontracts, support
property administration for subcontractors, and interdivisional work orders between business
divisions under a corporate umbrella, is permitted only when an exception at FAR 42.202(¢e)(2)
applies, and is directed by the PCO. The only circumstances when support property
administration for property located at a subcontractor, including other business divisions under a
corporate umbrella, may be considered are when (1) the Government would otherwise incur
undue cost, (2) successful completion of the prime contract is threatened, or (3) the property is
related to a high risk or critical subsystem or component to a major systems acquisition (as
described in FAR Part 34) and the PCO requests special surveillance.

4.3. The prime contractor’s PA must:

4.3.1. Determine whether the alternate location falls under the same property
management system as the prime location. PAs will consider whether the alternate location falls
under the same business unit, shares the same written procedures, and shares management level
personnel. Ifit does, a single PMSA will be performed across all locations. In this
circumstance, when performing a standard PMSA, the assigned PA will request populations from
the contractor that encompass all alternate locations under the same property management
system, and will select samples from those combined populations. The PA will only delegate
review of those samples for elements that require on-site verification (e.g., Identification,
Records, to include both records to property and property to records reviews, Storage, Storage
Commingling, and potentially Utilization). All other analysis will be performed by the prime PA
because the other elements do not require the PA to be on-site.

4.3.2. Ensure support delegation requests include a sufficient level of detail (e.g.,
types of property, scope of surveillance, duration, special or unique requirements, and presence
of sensitive property). The description of the scope of surveillance must clearly identify whether

10
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the support property administration PA will be performing a one-time PMSA assist (for those
samples at the alternate location that will be incorporated into the prime PA’s PMSA) or whether
the support property administration PA will incorporate the prime contractor’s population into
their PMSA population. Prime and support property administration PAs will coordinate at the
beginning of each fiscal year (FY) to ensure that each is aware of when the review will occur so
the results can be incorporated into the prime’s PMSA.

4.3.3. Ensure that they are only delegating oversight of those property elements
that the prime contractor does not retain to a support PA. If the prime contractor retains
oversight of elements of property administration (e.g., maintaining the official records,
performing physical inventories) those elements will be tested by the PA for the prime contractor
as part of the overall populations for those elements. Samples that require on-site validation
(e.g., Records), would be delegated to a support PA as a one-time assist. Prime PAs will ensure
that prime contractors that elect to do this are only retaining oversight of elements that they can
directly control. For example, a prime contractor cannot retain oversight of storage at a
subcontractor’s facility.

4.3.4. Obtain prime contractor consent to support property administration when
property administration involves oversight and surveillance of a subcontractor using a
delegation. Prime contractor consent is not required for alternate locations. Refer to FAR
Subpart 45.5, “Support Government Property Administration.” If the prime contractor does not
consent, and the PA believes that support property administration is needed in order to protect
the Government’s interests, the PA will elevate their concerns to their first level supervisor and
Regional Director.

4.3.5. Accept the Business System Analysis Summary and Audit Report for a
PMSA performed at a subcontractor facility as an indication of the health of the subcontractor’s
property management system. Note that the performance of support property administration by
DCMA does not alleviate the prime contractor’s responsibility to manage its subcontractor.

4.3.6. Incorporate the supporting PA’s findings concerning the alternate location
in their PMSA.

4.4 Support PAs must accept or reject delegations within 10 calendar days of receipt of
the delegation request within the Delegation eTool or successor delegation system of record.
Rejections must be coordinated with the supporting PA’s first level supervisor and include a
written rationale, (e.g., workload, subcontractor location vs. alternate location that does not meet
the requirements of FAR 42.202(2)). If the prime and supporting PA disagree regarding the
proper scope and methodology of the proposed delegation, they will elevate the issue to their
respective first level supervisor and Regional Director for resolution.

4.5. Support PAs will perform the delegation in accordance with the agreement reached
with the prime PA, and will provide all required documentation to support the results reported to
the prime PA. The prime PA is responsible for loading to the PMSA file in CPAS. When there
is a delegation for property located at a subcontractor that also has prime contracts, that property
will be included in the total populations used by the PA at the subcontractor location to perform

11
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their regular PMSA. Copies of the Business System Analysis Summary and Audit Report will
be provided to the prime PA upon PMSA completion.

5.0. CONTRACT PROPERTY ADMINISTRATION FILES.

5.1. PAs will establish and maintain electronic files within the Integrated Workload
Management System (IWMS) or CPAS at the contractor Commercial and Government Entity
(CAGE) code level to retain documentation and results of various surveillance and oversight
activities by contractor site. Examples of files to be loaded in IWMS include:

Copies of audits and inspections performed by other Defense components (e.g.,
Defense Contract Audit Agency (DCAA), Defense Counterintelligence and Security
Agency (DCSA).)

Records of site visits and meetings with the contractor (other than those specific to
conducting a PMSA).

Relevant general correspondence and documentation not tied to a single contract.
Relevant documentation and correspondence directly related to a contract will be
loaded in the IWMS contract file, rather than the CAGE level file. This includes
outside audits and final property closeout letters from the contractor, indicating that
all property closeout actions have been completed and that there is no longer any
property accountable to a contract, as well as final inventory waivers as appropriate.

5.2. PAs must establish a PMSA File. PMSA files are required for each completed PMSA.
PAs will use CPAS to upload required documents. The following documentation is required to
be included, at a minimum, for each contractor:

PMSA notification letter.

Documentation supporting the performance of contract review and correspondence.
Risk assessments and PMSA plans, level of oversight determinations regarding
processes/elements waived or determined as not applicable.

Procedure review findings and correspondence.

CO correspondence.

Audit Reports.

Business System Analysis Summary. Note that only final documents may be loaded.
Draft Audit Reports and Business System Analysis Summaries are not to be included
in the file.

Work papers (e.g., sampling plans, narratives, worksheets). Note that PAs are only
expected to upload a single example document for each type of supporting
documentation for compliant samples. All supporting documents for samples
identified as defects must be uploaded to support findings of noncompliance.
Internal memoranda (e.g., from COs or other functional specialists).

3x22 chart detailing when each of the elements was last reviewed.
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6.0. ACCEPT ASSIGNMENT OF NEW CONTRACTORS.

6.1. Within 10 calendar days of acceptance of property administration for a contract
awarded to a new contractor (one that has not previously had a property management system
with DCMA oversight), the PA must perform the actions described in the following paragraphs.
As a reminder, prior to contract acceptance the PA must ensure that the contractor will be
receiving Government property in order to perform the contract as described in paragraphs 1.2
and 2.1. Written procedures must not be requested from contractors that are unlikely to have a
property requirement. Accordingly, the PA must:

6.1.1. Recommend a post-award orientation conference to the ACO, if warranted,
including a rationale and suggested type and scope of the post-award orientation conference.
Post-award conferences may be appropriate for new contractors receiving Government property
for the first time, or for existing contractors who are awarded a new contract that is significantly
different from previous contracts in the type and scope of property management that will be
required (e.g., first cost-type contract, after only having GFP provided, or moving from R&D to
a production environment.)

6.1.2. Send a standard letter of introduction advising the new contractor of its
contractual responsibilities. The letter should also request that the contractor provide a copy of
its property management policies and procedures and names of appropriate points of contact.
PAs will allow the contractor 15 calendar days to provide written property management
procedures. If the contractor does not provide procedures within 15 calendar days, the PA must
notify the contractor in writing, advising that failure to provide acceptable procedures may
trigger contractual remedies. The PA may allow the contractor a maximum of 15 additional
calendar days to provide written property management procedures.

6.1.3. If the contractor fails to provide written property management procedures after a
total of 30 calendar days, the PA will:

6.1.3.1. Document in a Business System Analysis Summary report that the
contractor failed to provide written property management procedures or otherwise demonstrate
that it has established and implemented property management plans, systems, and procedures as
required by FAR 52.245-1(f)(1), despite having been provided two opportunities to do so. Note
that a contractor’s statement that procedures are proprietary, does not satisfy their contractual
requirement to provide them to the PA.

6.1.3.2. Forward the Business System Analysis Summary report to the ACO.
This becomes the basis for the ACO to make a business system determination as required by
DFARS 252.245-7003.

6.1.3.3. Document the action in CPAS as a completed PMSA. Procedure reviews
will only be considered a completed PMSA for new contractors in situations where the
contractor has failed to provide procedures, or when the provided procedures are unacceptable as
written. If the contractor has received Government property, the reanalysis will include all
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applicable elements, in addition to verification that the contractor has corrected or established
their written procedures.

6.1.4. Review the contractor’s property management policies and procedures, and notify
the contractor of acceptability within 25 calendar days of receipt using the standard procedure
review template letters.

6.1.4.1. Note that PAs must be cautious about using language that could be
confused with a system status determination. While a PA can determine whether a
contractor’s procedures are acceptable or unacceptable as written, they do not approve or
disapprove those procedures.

6.1.4.2. PAs must factor in and adjust written procedure review timelines for
short delivery schedules or periods of performance.

6.1.4.3. PAs must coordinate with the relevant functional specialist for input on
any portions of the contractor’s written procedures that impact more than one functional
area, (e.g., Plant Clearance for disposal or scrap procedures, or Safety for sensitive

property).

6.1.5. If the contractor’s procedures are unacceptable as written, the PA must notify the
contractor in writing, advising that the procedures are unacceptable and that failure to provide
acceptable procedures may result in the Government’s pursuit of contractual remedies. The PA
may grant additional time, not to exceed 15 calendar days, for the contractor to resubmit. If
resubmitted procedures are still unacceptable, the PA will:

6.1.5.1. Document the deficiency in a Business System Analysis Summary
report.

6.1.5.2. Forward the Business System Analysis Summary and PMSA Audit
Report to the ACO. The only element that needs to be addressed in the Audit Report is Written
Procedures. This becomes the basis for the ACO to make a business system determination as
required by DFARS 252.245-7003.

7.0. SCHEDULE PMSA.

7.1. PAs must complete an initial PMSA (standard or limited) no more than 12 months
after a new contractor first receives Government property. The initial PMSA should be
performed at least 90 days after the contractor receives property in order to ensure that there are
a sufficient number of transactions to test.

7.2. PAs will choose the one of the following as the appropriate PMSA type for all
contractors based on comprehensive analysis of factors and the associated risk:

7.2.1. Standard PMSA. A standard PMSA requires entrance and exit
conferences, detailed testing, and formal examination of contractor processes related to its
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property management system. A standard PMSA may be conducted entirely on-site at a
contractor’s facility, or may be performed remotely for those elements that do not require visual
in-person verification of the property. The only elements that cannot be tested remotely are
Identification, Records, Storage Commingling, Storage, and potentially Utilization.

7.2.2. Limited PMSA. A limited PMSA or “desk audit” permits less formal
testing methods and techniques and is appropriate only for low risk contractors. A limited
PMSA will include a review of contractor responses to questions covering each required element
of a contractor’s property management system, interviews with contractor personnel, and
detailed on-site testing of select processes, if necessary. A limited PMSA may be performed
remotely or on-site. The PA must consider risk level and amount and value of property. If a
limited PMSA reveals deficiencies, the PA may visit the contractor to resolve issues or expand
the scope of the review by conducting a standard PMSA. A limited PMSA requires an exit
briefing, which may be conducted via telephone.

7.3. If sensitive property is involved, the PA must complete the initial PMSA within 6
months of receipt of the sensitive property. The initial PMSA should be performed at least 90
days after the contractor receives property in order to ensure that there are a sufficient number of
transactions to test. Additionally, the PA must conduct annual reviews of the elements of
Written Procedures, Receiving, Discrepancies Incident to Shipment, Records, Physical
Inventory, Declaration of Excess, Consumption, Storage, Storage Commingling, and Disposal
regardless of risk rating. Limited PMSAs are not appropriate for testing the contractor’s
management of sensitive property, as a limited review does not provide the level of oversight
needed to determine whether the contractor’s controls and processes are sufficient. A PA who
has a contractor with sensitive property that is otherwise low risk, could use a limited PMSA to
test all elements other than those that require a separate population for sensitive property. The
element of Records, Storage, and Storage Commingling for sensitive property must be tested on-
site, however the other elements may be tested remotely. See paragraph 17.2 of this Guidebook
for more detail on administration of sensitive property.

7.4. PAs must base all other PMSA schedules on the risk rating, and ensure that all
applicable 22 elements are reviewed at least once every 3 years:

7.4.1. High Risk. Perform a standard PMSA at least annually until such time as
the contractor improves to at least a moderate risk level and the PA determines that the status of
the contractor’s system justifies a reduced level of oversight. High risk contractors may have
some elements that are lower risk. Moderate risk elements must be reviewed at least once every
2 years. Low risk elements must be reviewed at least once every 3 years.

7.4.2. Moderate Risk. Perform a standard PMSA as frequently as conditions
warrant, but at least once every 2 years. Itinerant PAs will review all applicable elements once
every 2 years.

7.4.3. Low Risk. Perform a limited PMSA once every 3 years. Because all
elements must be reviewed at least once every 3 years regardless of risk, a PA may not waive
any applicable elements for a contractor on a triennial schedule.
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7.4.4. NASA contractors with $1M or more of contract property accountable to
NASA contracts will be reviewed at least once every 2 years.

7.5. PAs must schedule PMSA due dates in CPAS using the following guidance;

7.5.1. The PA will review all assigned property system CAGE codes in the 4th
Quarter of the FY to determine which contractors will require a PMSA in the following FY.
Review the most recent 3x22 chart, detailing when each of the 22 elements was last reviewed.
All applicable elements must be reviewed at least once every 3 years, based on risk (high risk
elements must be reviewed annually, moderate risk every 2 years). PAs must also consider
whether a contractor’s system includes other CAGE codes utilizing a single property
management system, at the same or alternate locations, in order to ensure that the PMSAs
performed are all inclusive, and to limit the amount of duplicate work performed.

7.5.2. The PA will create a schedule of PMSA due dates for the next FY no later
than September 5 for approval by the first level supervisor, ensuring distribution of workload
throughout the year. No PMSAs will be scheduled for completion in the month of September.

7.5.3. The PA will report all anticipated TDY requirements for the next FY to the
first level supervisor by September 5 along with the proposed schedule for planning purposes.

7.5.4. The PA will update the Contract Property Administration System (CPAS)
to reflect the schedule for the following FY by September 20 of each year to populate the FY
baseline.

7.5.4.1. Once the baseline schedule is established, all schedule changes
must be approved by the first level supervisor with a copy to the Regional Director. Schedule
updates that result in a PMSA being performed less frequently than required by paragraph 7.4.
must be approved in writing by the cognizant GCPG Regional Director.

7.5.4.2. The PA will update CPM Record Notes upon approval of a
schedule change to indicate the date that the change was approved, and by whom. The PA will
also upload a copy of the written approval to the current PMSA tab.

7.5.4.3. The PMSA Schedule Date is used to document PMSAs that have
been rescheduled from the initial PMSA Due Date.

7.6. Resident PAs must schedule reviews of each applicable element in accordance with
the risk rating. Additional considerations that the PA must take account of in scheduling reviews
of property management elements include, but are not limited to:

7.6.1. Ensuring that all elements are reviewed at least once every three years,
with high risk elements reviewed at least annually, moderate risk elements reviewed at least once
every two years, and low risk elements reviewed at least every three years. Elements identified
as noncompliant in a previous PMSA must still be reviewed on the risk based schedule in order
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to identify any new noncompliances, even if the contractor’s corrective actions are not yet
complete.

7.6.2. Reviewing sensitive property as required by paragraph 7.3. of this Guidebook.

7.6.3. Because CPAS is not configured to record when all 22 elements are
scheduled for review, resident PAs must document the month and year each element is scheduled
for review in a PMSA Plan, upload it to the current PMSA tab in CPAS, and annotate the PMSA
Record screen indicating which PMSA portfolio contains the PMSA schedule. The 3x22 chart
populated at the end of the last PMSA, along with a risk revalidation, will provide a clear
indication of which elements must be reviewed.

8.0. PLAN PMSA. The PMSA is a systematic, objective review and evaluation of a
contractor’s property management system to determine whether it provides effective and
efficient control of Government property in compliance with applicable Government property
clauses, and contractual provisions. The required frequency and type of PMSA is determined by
evaluating several factors.

8.1. PAs must plan each PMSA and reanalysis to ensure the analysis:
e Addresses Government property accountable to all contracts administered by, or
delegated to, DCMA,
e Includes all applicable elements of property management as determined by the
risk to the Government of each, and
e Tests sufficient quantities of items or transactions to yield results that may be
generalized to the system as a whole.

8.2. PMSA planning reduces the risk that the PA’s findings or conclusions may be
inaccurate or incomplete as a result of factors such as insufficient or inappropriate evidence (e.g.,
incomplete populations, source documents that do not apply to the element being tested, etc.),
inadequate process (e.g., incorrect sample sizes, failing to go to second sample when required,
populations of non-like items, etc.), intentional omissions, or misleading information due to
misrepresentation or fraud (contractor-provided evidence that either does not support the
conclusion the PA is being asked to reach, or evidence that a contractor has intentionally
modified or fabricated).

8.3. The nature and extent of PMSA planning will vary from contractor to contractor.
Because of the great diversity of contractors, contracts, property management systems, etc., no
single PMSA planning process can be applied across the board for every PMSA. However, there
are certain minimal elements that are applicable to every contractor and that PAs will include in
planning each PMSA:

8.3.1. Contract Review and Reconciliation. The PA will:

8.3.1.1. Review the contracts and all delegations administered by DCMA,
to which Government property is accountable, in order to define the scope of the PMSA. Ensure
that all contracts requiring oversight are assigned in CPAS, and that all accountable property is
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included in the PMSA. The contract review will alert the PA to those contracts that are cost-
type, thus making it likely that acquisition might be applicable. If the contract indicates that
sensitive property will be furnished or acquired, the PA must review Written Procedures,
Receiving, Discrepancies Incident to Shipment, Records, Physical Inventory, Declaration of
Excess, Consumption, Storage, Storage Commingling, and Disposal annually and use a 97%
confidence level sampling plan to evaluate the contractor’s management of sensitive property.

The element of Records, Storage, and Storage Commingling for sensitive property must be tested

on-site; however the other elements may be tested remotely. Additional guidance regarding
sensitive property is located in paragraph 17.3 of this Guidebook.

8.3.1.2. Verify that the list of contracts in CPAS is complete by comparing the
list with a report pulled from MOCAS that indicates “contracts-by-contractor” administered by
DCMA. PAs will annotate those reports to document their review. PAs will use MOCAS to
take assignment of any contracts with anticipated Government property that are not listed in
CPAS. If a contractor has multiple CAGE codes under a single property management system,
ensure that all contracts with Government property accountable to all applicable CAGE codes
are included.

8.3.1.3. If the contractor has more than $100M of Government property
accountable to contracts administered by DCMA, the PA will also review all DoD contracts
issued to the contractor’s CAGE code that are not administered by DCMA to identify contracts
with Government property for inclusion in the population of all Government property when
testing the elements of Records and Physical Inventory. These DoD contracts can be found in
the EDA application in PIEE.

8.3.1.4. Request a list of contracts with accountable Government property
administered by DCMA from the contractor, and verify that the contractor’s list matches the
PA’s list. If the contractor has more than $100M of Government property accountable to
contracts administered by DCMA, the PA will also request a list of all DoD contracts with
accountable Government property that are not administered by DCMA, and verify that the list
matches the additional contracts identified in EDA. Note that PAs must not provide the
contractor with a list of contracts prior to receiving the contractor’s list. Requesting the
contractor’s list is necessary in order for DCMA to ensure that the contractor’s property
management system incorporates all contracts that it should. When gaps are identified, the PA
will review GFP lists and public vouchers to ensure that the contract listing is complete by
identifying furnished property, as well as property that was purchased by the contractor as a
direct item of cost under the contract. When reviewing cost vouchers, PAs must be aware that
contractors will not always break out equipment and material explicitly; rather contractor
acquired property will occasionally be labeled as an “other direct cost” or “ODC.” If the
voucher does not separate property from ODCs, the PA will request that the contractor explain
what their ODCs consist of. After reconciliation of contract lists, the PA will update CPAS as
required.
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8.3.2. Information Gathering. The PA will:

8.3.2.1. Ensure the validity of the Government property population and sample
sizes, and that all applicable elements are reviewed, by requesting accurate and current data
relating to the quantity and value of each type of Government property in the contractor’s
possession. The PA will request that the contractor’s property management organization provide
the total line items and dollar values using the Standard PMSA Data Call template for standard
PMSAs, or the Limited Questionnaire for limited PMSAs. The PA will not request the
contractor to report the quantity and value of each type of Government property on a contract-
by-contract basis. The contractor is under no contractual requirement to do so. Therefore,
requesting this information may be construed as a constructive change to the contract, resulting
in increased cost to the Government. DCMA PAs do not have authority to make constructive
changes to contractual requirements. PAs can, however, request that the contractor identify
property classification and sensitivity, because that information is necessary for the selection of
samples in performance of the PMSA (e.g., separate samples for sensitive property, material only
for consumption, etc.).

8.3.2.2. Request populations that encompass the maximum number of items or
transactions that share common traits. Population descriptions for each of the 22 PMSA
elements are included in chapter 2 of this Guidebook. The PA will ensure that population
requests are consistent with contractual requirements.

8.3.2.3. PAs must also ask the contractor to report whether they have Military
Standard Requisitioning and Issuance Procedures (MILSTRIP) property, sensitive property,
Government property not accountable to a contract, and any other information relevant to the
performance of a PMSA.

8.3.2.4. If the PA finds that a contractor has not received anticipated Government
property prior to the PMSA, the PA will perform the following actions:

8.3.2.4.1. Obtain a statement, in writing, from the contractor that the
contractor has not yet acquired or received Government property.

8.3.2.4.2. Verify that statement by reviewing public vouchers via Wide
Area Work Flow (WAWF) to ensure no Government property was acquired.

8.3.2.4.3. Email the PCO to verify that the contractor has not received any
Government-furnished property. If the PCO verifies this information verbally, rather than in
writing, document the conversation in a memorandum for the record.

8.3.2.4.4. Review the GFP Position Report in the EDA application located
in PIEE for any GFP the contractor has already received.

8.3.2.4.4. The PA will upload documentation demonstrating completion
of the tasks identified above in CPAS under the PMSA Record tab for the current fiscal year.
The PA will then populate the scheduled, results, and comments fields, will add a completed
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date, and set the PMSA status field to “Closed.” Finally, the PA will create a new PMSA tab and
schedule the PMSA for the next fiscal year.
8.3.3. Identification of PMSA Elements for Review. The PA will:

8.3.3.1. Ensure that each applicable element is reviewed at least once every three
years, based on risk. Triennial reviews are only appropriate for low risk elements. Additionally,
if any elements are identified as special focus areas by the Business Operations Center Director,
those must be included in the PMSA plan. A review of the 3x22 chart populated at the end of
the last PMSA will provide this information. If the 3x22 chart is missing, the PA is responsible
for reviewing previous PMSA records to determine when each of the elements was tested last,
and populating the chart for the file as part of the planning process.

8.3.3.2. Review findings, noncompliances, and significant deficiencies cited in
prior PMSAs. The PA will focus on identifying repeated deficiencies, trends, or related
weaknesses.

8.3.3.3. For a reanalysis, only the specific noncompliance within an element will
need to be tested, unless the reanalysis is for a new contractor that failed to provide acceptable
procedures, as described in paragraph 6.1.3.3.. Because the reanalysis tests the success of the
corrective action plan’s implementation, only transactions that occur after the corrective actions
are completed would be included in a reanalysis only population. If the reanalysis is performed
concurrently with a scheduled PMSA, and the element is due to be reviewed based on risk, a full
population will be reviewed and assessed. In this circumstance, the PA will consider only the
specific noncompliance from the previous PMSA in determining whether or not successful
corrections have been made. Any new noncompliances will be addressed under the current year
PMSA.

8.3.4. The PA must obtain input from the Plant Clearance Officer (PLCO). PLCOs
sometimes encounter situations in which the contractor fails to comply with their disposal
instructions or is unable to submit accurate inventory schedules, and find there is little the PLCO
can do to compel compliance. Because this may mean that the contractor is not in compliance
with FAR 52.245-1(f)(1)(x), PAs are expected to contact the PLCO assigned to the contractor
and determine whether there are any problems involving disposal, particularly those involving
contractor compliance. Memoranda, emails, or appropriate annotations on the team PMSA Plan
form (if any) may be used to document that the PA has obtained input from the PLCO.

8.3.5. At least 30 days before the PMSA is scheduled to begin, the PA will provide the
ACO with written notification that a PMSA will be performed and request any information that
may be applicable in evaluating the contractor’s property management system.

8.4. PAs must upload all planning files and support documents (e.g., evidence of contract
review, rationale for element selection, input from PLCO) in the PMSA Planning Documentation
folder in the appropriate PMSA Portfolio in CPAS. Resident PAs are expected to upload
planning documentation no later than October 10th of each year for the current fiscal year
PMSA. Itinerant PAs may upload at PMSA completion along with the rest of their PMSA
portfolios.
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9.0. CONDUCT PMSA.

9.1. The PA must identify elements and populations for review and testing as described
below.

9.1.1. Identify elements to review. Each applicable element below must be
reviewed/tested based on the documented risk rating using the methodologies described in
Chapter 2 of this Guidebook.

Adequacy of written procedures
Contractor self assessments
Acquisition

Receiving

Identification

Discrepancies Incident to Shipment
Records

Receipt and issue system (when approved)
Physical inventory

Subcontractor awards and flow down
Subcontractor reviews

Reports

Relief of Stewardship

Utilization

Declaration of excess

Consumption

Movement

Storage

Storage commingling

Maintenance

Disposal

Property closeout

9.1.2. Identify the appropriate population/universe for sampling purposes as
described in chapter 2 of this Guidebook. PAs must ensure that populations are correctly
identified and complete in order to obtain accurate PMSA results.

9.1.2.1. A population or universe is a compilation of records, requisitions,
property items, reports, or documents with common characteristics, encompassing the maximum
number possible within an element.

9.1.2.2. Generally, each of the elements require separate populations, and
occasionally, a single element may require multiple populations.

9.1.2.3. Only those documents, records, assets, or actions associated with
contracts that are administered by DCMA, or that have valid delegations in place, are included in
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testing populations. For contractors with over $100M of Government contract property
accountable to contracts administered by DCMA, the Records and Physical Inventory
populations will include all contract property accountable to DoD contracts, regardless of
administration.

9.1.3. Since different confidence levels are used to test sensitive and non-
sensitive populations, the elements of Written Procedures, Receiving, Discrepancies Incident to
Shipment, Records, Physical Inventory, Declaration of Excess, Consumption, Storage, Storage
Commingling, and Disposal cannot be combined and must be tested separately. The PA must
use a 97% confidence level when testing sensitive property for those elements, and a 90%
confidence level for all other populations.

9.2. Establish Sampling Plan. The PA must:

9.2.1. Determine the appropriate sampling methodology for the element being
examined. Refer to chapter 2 of this Guidebook for procedures.

9.2.2. Use statistical sampling methods wherever possible for standard
PMSAs. Judgment and purposive sampling may be used when the situation warrants. The
PA will document and fully explain the rationale for using judgmental or purposive sampling
in the Audit Report.

9.2.2.1. Judgment sampling is used for select areas, items or actions
based on the reviewer’s professional judgment. The PA will only use judgment sampling
when the population does not lend itself to statistical sampling because there are a restricted
number of items in the population with the targeted qualities being tested.

9.2.2.2. Purposive sampling also uses professional judgment to select
sample areas, items or actions involving credible, known or suspected deficiencies.
Purposive sampling may include statistical sampling of a subset of a larger population.

9.2.3. Incomplete populations are those that do not include all items that share
common characteristics. While the PA may select an incomplete population as a purposive
sample in cases where there are known or suspected defects in a subset of a population,
results of that purposive sample cannot be generalized to the system as a whole. Because of
this, an analysis that includes a complete population for each element must be tested at least
once every three years, based on risk, to ensure that the DoD has an accurate assessment of
the health of the contractor's property management system.

9.2.4. For most population ranges, the double sampling plan requires the PA to
continue with a second sample if the number of defects is greater than zero but fewer than the
number required to reject the population as noncompliant to contractual requirements. A sample
set may have defects identified for multiple data elements; for example, while performing a
Records review, the PA might find that some samples are in the incorrect location, and others
have the incorrect quantity on record. The PA will only reject the population if the quantity of
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any one type of defect meets or exceeds the rejection threshold. Reviewing a second sample
under these circumstances is mandatory, not optional.

9.2.4.1 The PA must finish testing the first sample set even if the reject
defect level is reached before testing all samples.

9.2.4.2. The PA does not need to test a second sample set if the required
defect level is reached upon completion of the first sample set. If the required defect level is
reached partway through the second sample, the PA may stop at that point.

9.2.5. If a second sample set is required by the DoD double sampling plan, but is
not selected and tested, the PA must document his or her rationale justifying this decision and
upload the documentation of the decision into the CPAS eTool. Failure to select and test a
second sample may invalidate the PMSA findings.

9.3. PAs will select an appropriate confidence level (see table 1 below):

9.3.1. A 97% confidence level, meaning 97% confidence of rejecting lots having
10% or more defects, should be used when a high degree of accuracy is required (e.g., when
testing record accuracy of sensitive property items as defined by FAR 45.101, and further
described in Table 61 of Volume 10 of DoD 4100.39-M as having a Control Item Inventory
Code (CIIC) for Sensitive Items. See paragraph 17.2.). A 97% confidence level is also used to
test the elements of Records and Physical Inventory for all Government property accountable to
contracts issued by DoD for those contractors with over $100M of Government property
administered by DCMA.

9.3.2. A 90% confidence level (90% confidence of rejecting lots having 10% or
more defects) is suitable in most cases.
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DOUBLE SAMPLING PLAN

(90% confidence of rejecting lots having 10% or more

defectives)
Accept if sum
of Defectsin | Reject if Sum
Accept if Reject if Continue Samples 1 of Defects in
Defects in Defectsin - | with Sample and 2 Equals | Samples 1
Lot Samp | Sample 1 Sample 1 2 if Defects in | Sample | oris Less and 2 Equals
Range le Are Are Sample 1 Are | Size 2 Than or Exceeds
Size 1
1-18 All ] 1 - - - -
19-50 18 ] 1 - - - -
51-90 21 ] 2 1 21 1 2
91-150 25 ] 3 lor2 25 2 3
151-400 32 0 4 12013 32 3 4
401-10,000 34 ] 4 12013 34 3 4
10,001-35,000 40 0 5 1230r4 40 4 5
35,001-100,000 46 ] ] 1234 or5 46 3 ]
100,000 + 52 0 7 12345 or6 52 ] 7
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97% CONFIDENCE DOUBLE SAMPLING PLAN

(97% confidence of rejecting lots having 10% or more defects)

Reject if
Accept if sum | Sum of
of Defects in | Defects in
Acceptif | Rejectif Continue Samples 1 Samples 1
Defectsin | Defectsin | with Sample and 2 Equals | and 2
Lot Sample | Sample 1 | Sample 1 2 if Defects in | Sample | oris Less Equals or
Range Sizel | Are Are Sample 1 Are | Size 2 Than Exceeds
1-25 All 0 1 - - - -
26-50 25 0 1 - - - -
5190 28 0 2 1 28 1 2
91-150 33 0 3 lor2 33 2 3
151-400 41 0 4 12o0r3 41 3 4
401-10.000 43 0 4 12013 43 3 4
10,001-35.000 50 0 5 1230r4 50 4 5
35.000- 56 0 ] 1234 or5 56 5 ]
100,000
100,000 + 63 0 7 12345 016 a3 ] 7

9.4. PAs will draw the maximum number of transactions or attributes possible for any
population.

9.4.1. When testing transactions (material requisitions, for example), the
population/universe must consist of the total number of transactions that occurred within the past
year (365 days), or the transactions that occurred subsequent to completion of the contractor’s
corrective actions for reanalysis.
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9.4.2. When testing attributes, the PA must assure that the population universe
consists of the total number of items (e.g., storage areas, documents, records, or property items)
to be examined.

9.5. PAs will exercise judgment when furnishing pre-selected samples to the contractor
prior to arriving on-site. Although this reduces cost and time, the PA must ensure the integrity of
the PMSA and findings in order to accurately assess the health of the contractor’s property
management system. Under no circumstance will a PA provide the Records sample in advance
of arriving at a contractor’s facility to test that element. For large contractors with multiple
locations, it is acceptable to provide a redacted sample listing that does not provide enough
information to identify the sample item, but does indicate the building or room. This allows the
contractor to ensure that they have the appropriate support personnel available, without
negatively impacting the integrity of the PMSA.

9.6. PAs will allow enough time for contractors to provide support documentation for
samples, but not so much time that the contractor is able to perform an analysis and implement
remedial actions before the PA has an opportunity to review.

9.7. Perform Standard PMSA. If the PA determines that a standard PMSA is required
based on risk, the PA will notify the contractor in writing at least 30 calendar days prior to
starting the PMSA, and invite participation from contractor managerial personnel. If the
contractor requests, the PMSA can begin sooner than 30 days after the notification letter is sent,
(e.g., to accommodate workflow or personnel issues). The notification letter should identify the
scope of the review, identify the elements to be tested, incorporate the Standard PMSA Data Call
Template to request the appropriate populations for those elements with an expected submission
date, and identify the timeline for completion of the PMSA. Additionally, the PA will provide a
notification of the PMSA to the ACO at least 30 days prior to the PMSA and request any
information applicable to evaluating the contractor’s property management system.

9.7.1. PAs will conduct an entrance conference supported by a slide show
presentation. As part of the entrance conference, the PA will:

9.7.1.1. Maintain a sign-in roster of attendees and minutes of discussion
held. If the entrance briefing is performed remotely, an email from the contractor listing
attendees is acceptable in lieu of a sign-in roster.

9.7.1.2. Establish a mutual understanding with the contractor regarding
the audit processes and sampling procedures anticipated to be used. The PA will inform the
contractor that the Government reserves the right to adjust the audit and sampling as necessary.

9.7.1.3. Discuss the status of outstanding Corrective Action Requests
(CARs), contractor proposed changes to its property management system, deficiencies identified
through contractor self-assessments/internal reviews, any related corrective actions undertaken
by the contractor, and inform the contractor of any issues or initiatives related to Government

property.
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9.7.1.4. Advise the contractor that daily out-briefs will be conducted to
summarize the efforts and findings of the day. If there are any deficiencies identified, the PA
will not indicate whether the deficiency meets the DFARS 252.245-7003 criteria for a
“significant deficiency,” since the ACO must make that determination.

9.7.1.5. Upload entrance briefing documentation in CPAS.

9.7.1.6. Resident PAs may hold a combined entrance and exit conference
in September of each year to summarize the findings of all reviews performed during the fiscal
year, and address the status of any outstanding deficiencies and corrective actions. This
conference will also identify the elements of property management that will be reviewed in the
upcoming fiscal year, inform the contractor of any issues or initiatives relating to Government
property, and provide the contractor the opportunity to discuss any issues related to Government
property. Additionally, the resident PA will hold exit conferences upon the completion of each
element to keep the contractor informed and provide timely feedback. PAs must not comment
on whether a deficiency is a “significant deficiency” nor offer an opinion on the property system
status, both of which determinations are exclusively within the authority of the warranted ACO.

9.8.2. PAs must execute and document the testing of elements in accordance with
the PMSA plan. PAs may modify the plan’s implementation as necessary, but are expected to
document the rationale behind any major changes.

9.8.2.1. The PA must maintain work papers with descriptive and
quantitative data that supports the contractual requirements under review. Note that “YES" or
"NO" answers are not descriptive and quantitative data. They are conclusions, which are not
acceptable without evidence. PAs will use the approved worksheets and associated guidance in
chapter 2, documenting the required data, but may add additional data, as applicable.

9.8.2.2. The work papers must provide clear, factual evidence sufficient to
allow a third party to replicate the findings.

9.8.2.3. The PA must upload all work papers and supporting
documentation in CPAS in the appropriate portfolio prior to submitting the Business System
Analysis Summary and Audit Report to the first level supervisor for review. Resident PAs will
upload documentation at the conclusion of the review of each element prior to submitting the
Business System Analysis Summary and Audit Report to the first level supervisor for review.

9.8.3. Analyze the Defects. The PA must:

9.8.3.1. Analyze the defects from both a quantitative, (using established
statistical sampling tables’ acceptance and rejection rates for set populations), and a qualitative
(impact and materiality) perspective. Statistical sampling requires that the double sampling plan
be followed completely in order to draw conclusions regarding the statistical significance of any
defects identified. A noncompliance with the terms and conditions of the contract based on a
statistically significant number of defects in a sample is a deficiency that requires correction,
regardless of its impact and materiality. Noncompliances based on a statistically significant
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number of defects require correction to the population, rather than to the selected samples only.
These noncompliances must be reported in the Business System Analysis Summary and Audit
Report.

9.8.3.2. Determine if the issues the PA identifies affect the ability of DoD
officials to rely on the information produced by the contractor’s property management system.
Any noncompliances that are not tied directly to the requirements of paragraph (f) of FAR
52.245-1 do not meet this definition.

9.8.3.3. Review appropriate source and supporting documents pertaining
to each element.

9.8.3.4. Ensure alignment of testing and sampling results with the
contractor’s written procedures.

9.8.4. Conduct an exit conference. Upon completion of the on-site PMSA, the
PA must utilize a slide show presentation to summarize the activities and daily out-briefs held
with contractor personnel, and:

9.8.4.1. Invite contractor managerial personnel and the ACO to attend.
9.8.4.2. Maintain a sign-in roster of attendees.

9.8.4.3. Discuss findings, recommendations, and concerns identified
during the course of the PMSA, and any contractor actions taken to correct deficiencies. PAs
will ensure that any recommendations made could not be construed as constructive changes to a
contract. PAs must not comment on whether a deficiency is significant nor offer an opinion on a
determination of the property system status, both of which are solely within the authority of the
warranted ACO.

9.8.4.4. Ensure that a written record of the activities of the exit conference
is established, and retained in the PMSA file.

9.9. Performance of a Limited PMSA. PAs must ensure that the level of review is
sufficient to determine the adequacy of the contractor’s property management system. If the PA
determines that a limited PMSA is appropriate based on risk, no formal entrance briefing is
required; however, the PA must:

9.9.1. Send the standard “Limited PMSA Questionnaire” to the contractor, which
covers questions for each applicable element of the contractor’s property management system.
Use of this standard questionnaire is mandatory. The questionnaire is located on the GCPG
Team page on the DCMA 360 website in the template library. PAs will ensure that they use the
current version of the questionnaire.
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9.9.2. Conduct telephone interviews with contractor personnel to supplement the
contractor’s responses to the questionnaire. The PA must ensure that the level of review is
sufficient to determine the adequacy of the contractor’s property management system.

9.9.3. Verify results of the interviews by obtaining and assessing samples of
relevant documents and data, (e.g., purchase orders, receiving logs, and records for all applicable
property types). While statistical sampling is not required, the PA must view and assess the
compliance of documents that are representative of those produced by the contractor’s system.

9.9.4. Notify the contractor of potential findings as they are identified during the
PMSA. PAs must not comment on whether a deficiency is significant nor offer an opinion on a
determination of the property system status, both of which fall under the authority of the
warranted ACO.

9.9.5. Depending on the extent or potential significance of findings, PAs may
need to expand the scope of review to a standard PMSA. If expansion of the review is
contemplated, the PA must coordinate with their first level supervisor.

9.9.6. Analyze the defects. (refer to paragraph 9.8.3.)

9.9.7. Conduct an exit conference, which may be accomplished via telephone,
with relevant contractor personnel to discuss the findings, recommendations and concerns
identified during the course of the PMSA, and any contractor actions taken to correct
deficiencies. PAs will ensure that contractor managerial personnel and the ACO are invited to
the exit conference. PAs may not comment on whether a deficiency is significant nor offer an
opinion on a determination of the property system status, both of which are exclusively within
the authority of the warranted ACO.

9.9.8. Document the record. Establish a written record of the activities of the exit
conference and retain in the PMSA file.

10.0. PREPARE REPORTS.
10.1. PAs will prepare a PMSA Audit Report.

10.1.1. The PA must use the current Audit Report template located in the
template library within the GCPG Team page on DCMA 360 to describe:

The populations used to test each element reviewed
The type of sample reviewed

The size of the sample

The method used to select the sample

The confidence level used, if applicable

The quantitative and qualitative information obtained
The information provided by contractor personnel
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10.1.2. PAs must document their analysis, provide a description of the
contractor’s process, thoroughly describe their findings, and indicate whether each element that
was reviewed complies with contract requirements. An explanation and written analysis is
required to support all of the PA’s determinations in the Audit Report, regardless of whether a
standard or limited PMSA was performed.

10.1.3. First level supervisors will review and sign all PMSA Audit Reports,
certifying that the report adequately describes the PMSA and its findings, that testing methods
were sufficient to analyze the effectiveness of the property management system, and support the
findings and conclusions. The PA must not send their Business System Analysis Summary or
Audit Report to the ACO until the PA’s supervisor has concurred with their conclusions.

10.1.4. Resident PAs will complete Audit Reports throughout the year as
elements are tested, and will provide them to the ACO along with the Business System Analysis
Summary within 30 days after review of the element is completed. Each Audit Report will
address only the results of the current elements reviewed in the body of the report. The results of
the reviews for elements that have been previously reviewed and reported within in the fiscal
year will only be addressed in the table of elements. The PA will create and maintain a portfolio
in CPAS that contains all Audit Reports and Business System Analysis Summaries issued
throughout the fiscal year.

10.2. Prepare a Business System Analysis Summary. The Business System Analysis
Summary is an internal DCMA document that is intended to assist the ACO in identifying
significant deficiencies in the contractor’s property management system in accordance with
DFARS 252.245-7003. The PA must not release the Business System Analysis Summary to
anyone other than the ACO, as this is a pre-decisional document providing technical advice.
Upon completion of a PMSA, and in addition to the Audit Report, the PA must:

10.2.1. Prepare a Business System Analysis Summary, using the Business
System Analysis Summary template located on the GCPG Team page on DCMA 360 in the
template library. The PA will assure the Business System Analysis Summary provides a clear
description of the elements the PA reviewed and detailed results, such that the ACO can use the
Business System Analysis Summary to determine the significance of any deficiencies.

10.2.2. The PA will include a draft level III or IV CAR to the ACO, when
potentially significant deficiencies have been identified. Note that only those findings that are
based on noncompliances with the requirements detailed in paragraph f of FAR 52.245-1 may be
identified as potentially significant. Refer to paragraph 13.0.

10.2.3. If the PA and first level supervisor believe that the PMSA identified
potentially significant deficiencies, as defined in DFARS 252.245-7003, the PA’s first level
supervisor will forward the signed report to the AQBY A team first level supervisor and
cognizant Regional Director to initiate a PMSA Review Panel. If there is a disagreement
between the PA and first level supervisor regarding potential significance, the reports will be
elevated to the Regional Property Director for review. In order to support consistency across
regions, any disagreement between the PMSA Review Panel and a Regional Director regarding
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the potential significance of deficiencies will be elevated to the Business Operations Center
Director for a decision.

10.2.4. PMSA Review Panels will be requested by the first level supervisor for
any PMSA where one or more deficiencies appear to meet the definition of significant. Panels
will also be requested any time a PMSA identifies that 25% or more of the applicable elements
are noncompliant, regardless of potential significance. Multiple non-significant deficiencies may
indicate a systemic issue when considered together.

10.2.5. PAs will forward the Business System Analysis Summary and Audit
Report to the ACO within 30 calendar days after an exit conference with the contractor for both
standard and limited PMSAs. Resident PAs will forward their reports to the ACO within 30
days of completion of each element review.

10.2.5.1. The date the Business System Analysis Summary is sent to the
ACO is considered the PMSA completion date for CPAS. Further, the date on the Business
System Analysis Summary must match the date that the reports are provided to the ACO.

10.2.5.2. The PA must load all documentation, including workpapers, into
CPAS before submitting the Audit Report and BSAS to the first level supervisor and prior to the
completion date. In no case is it permissible for a PA to backdate a PMSA completion date in
CPAS. This requirement to load documentation into CPAS applies for Resident PAs as elements
are completed throughout the year as well. CPAS should be current, containing all support
documentation prepared to date.

10.3. PAs must populate the 3x22 chart documenting when each of the 22 elements was
reviewed last, and upload the chart to the PMSA tab in CPAS. This chart must be loaded prior to
submission of the Audit Report and Business System Analysis Summary to the first level
supervisor.

10.3.1. Please note that the chart is designed to capture the last full review of
each element. Purposive or other reviews that only test a subset of the population do not

fully address the requirement to test each applicable element at least once every 3 years
(based on risk).

10.3.2. Example. Ifa PA only tested sensitive records, the records of all other
Government property still needs to be tested on the appropriate cycle based on risk (refer
to paragraph 12.5). If a partial review is performed, that must be clearly identified on the
3x22 chart.

11.0. UPDATE CONTRACT PROPERTY ADMINISTRATION SYSTEM OF RECORD
IN ACCORDANCE WITH DESK INSTRUCTIONS.
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12.0. DETERMINE AND ASSIGN CONTRACTOR PERFORMANCE RISK.

12.1. The PA must determine and define any risk the contractor’s property management
system poses to the Government, and the level of that risk. PAs must focus upon those risks
relating to Government property that the Government can influence. In cases where the PA does
not have the expertise or information to identify and evaluate particular risks, PAs must seek the
assistance of other functional specialists. At a minimum, for every contractor, PAs must
consider the risk that there will be shortcomings in the contractor’s property management system
that will materially affect the ability of DoD officials to rely upon information produced by the
system. To determine performance risk, the PA must:

12.1.1. Identify potential unfavorable future events (what could go wrong). PAs
may consider issues identified in previous PMSAs, the experience level of the contractor’s
workforce, the contractor’s location, and the nature of the business as factors that could result in
unfavorable future events.

12.1.2. Determine the likelihood of those events occurring. For example, the
likelihood of a hurricane hitting a coastal area is much greater than that of one hitting the
Midwest.

12.1.3. Estimate the consequence of those events (potential impact to the
Government if the event occurs). The amount, value, and nature of the property (e.g., sensitive,
hazardous, AA&E, etc.) are all relevant in assessing the consequence of the risk. The criticality
of the contract to which the property is accountable is among other relevant factors.

12.2. Assign risk rating. The PA must assign a risk rating within 10 calendar days after
the ACO’s final determination regarding approval or disapproval of the contractor’s property
management system, or receipt of acceptable procedures from a new contractor. If there is a
disagreement between the PA and the first level supervisor regarding the appropriate risk level to
assign, the first level supervisor will elevate the disagreement to the Regional Director for a final
decision. When the property management system contains sensitive property, the PA will
perform an additional supplemental risk assessment annually, addressing the sensitive
Government property. In all cases, PAs must ensure that their risk assessments document:

e Risk level for the property management system.

e Risk level for each of the applicable 22 property elements.

e The data or information supporting the identified risk level.

e The known and projected impact on contract performance or on Government
property stewardship.

e The estimated timeframe within which any projected impact may be realized.

12.2.1. High Risk. Factors that may indicate a rating of High risk is appropriate for a
property management system include one or more of the following:

e Significant deficiencies identified.
e Level III CARC(s) issued.
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Disapproved property management system.

ACO has withdrawn assumption of risk.

Undocumented, inconsistent, or incomplete processes.

Pattern of questionable, incomplete, or non-existent procedures.
Data indicating contractor’s potential inability to meet contractual requirements
(cost, schedule or performance issues).

Recurring excessive loss of Government property.

Dramatic increase in losses over previous years.

Unauthorized use or acquisition of Government property.
Investigations or findings of fraud, waste, and abuse.
Disallowance of acquisition costs.

Public safety or national security concerns.

Poor internal controls.

Pattern of non-responsiveness to requests for information.
Inventory balance discrepancies which cause schedule delays.
Value of accountable Government property exceeds $100M.

12.2.2. Moderate Risk. Factors that may indicate that a rating of Moderate risk is

appropriate for a property management system include the following:

Contractor’s lack of experience with furnished or acquired Government property
(new contractor), or procedures and a property management system that are not
fully developed.

New or changing conditions to a currently approved property management system
that pose a degree of uncertainty.

A previously high risk rating with all corrective actions completed but insufficient
implementation period to demonstrate low risk.

Deficiencies (other-than-significant deficiencies) as determined by the PA (level
IT CAR issued) against 1 or more of the 22 property elements.

Established procedures that require testing or improvement.

Data indicating contractor’s potential inability to meet contractual requirements.
Increased losses of Government property over previous years.

Unresolved deficiencies.

Poor internal controls.

Value of accountable Government property: $25M - $99.9M.

12.2.3. Low Risk. A low risk rating is not appropriate for new or newly assigned

contractors. Factors that may indicate that a rating of Low risk is appropriate for a property
management system include:

Compliant controls in all of the applicable property elements within the past 3
years.

No incidents of excessive Government property loss, unauthorized use, or
inappropriate acquisitions.
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e Data indicating contractor’s ability to meet property-related contractual
requirements.

e Strong internal controls and continuous improvement focus.

e No deficiencies or property CARs issued.

12.3. Revalidation of risk. A revalidation is a limited, periodic check to ensure that the
most recently assigned risk rating is still valid. The PA will confirm the original risk level
determination or, if factors indicate a change, will conduct a new risk assessment and assign a
new risk level determination. The PA must revalidate assigned risk as often as conditions
warrant, but no less frequently than annually for all assigned contractors. The annual
revalidation must be performed at the beginning of the FY, and be completed no later than
October 30", with the documentation uploaded into the next PMSA tab in CPAS.

12.4. The PA will upload risk assessment documentation and risk assessment completion
dates in CPAS. Risk assessments tied to the current PMSA will be loaded in the current PMSA
Tab. The PA will load risk revalidations and out-of-cycle risk assessments in the next scheduled
PMSA record Tab.

12.5. PMSA frequency will be based on risk assessments and the result of risk
revalidation (refer to paragraph 8.0). The PA may need to assess some elements more frequently
than others due to element-specific risk. All high risk elements need to be assessed at least
annually, moderate risk elements at least every two years, and low risk elements at least every
three years. Noncompliances identified within a contractor’s property management system, even
in situations where there is an active corrective action plan for one or more elements, are not an
acceptable reason for the PA to delay performance of a PMSA that is due to be performed based
on risk.

12.6. Occasionally, an element that had previously not been applicable will become
applicable: e.g., a contractor that had previously only had firm-fixed-price contracts is awarded
a cost-type contract for which they will be acquiring property; or a contractor that had previously
not had any subcontractor awards will need to award a subcontract with Government property.
In those circumstances, the PA may need to perform a PMSA earlier than originally planned, in
order to ensure that elements that had previously been identified as not applicable are tested
within a year of becoming applicable. The 3x22 chart must be used by PAs to ensure that all
elements are addressed.

13.0. ISSUE CORRECTIVE ACTION REQUESTS/MONITOR CORRECTIVE
ACTIONS. FAR 52.245-1(g)(3) states:

Should it be determined by the Government that the Contractor’s (or subcontractor’s)
property management practices are inadequate or not acceptable for the effective
management and control of Government property under this contract, or present an undue
risk to the Government, the Contractor shall prepare a corrective action plan when
requested by the Property Administrator and take all necessary corrective actions as
specified by the schedule within the corrective action plan.
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Additional clausal requirements for corrective action plans for business system noncompliances
are described in DFARS 252.245-7003(e), which states:

If the Contractor receives the Contracting Officer’s final determination of significant
deficiencies, the Contractor shall, within 45 days of receipt of the final determination,
either correct the significant deficiencies or submit an acceptable corrective action plan
showing milestones and actions to eliminate the significant deficiencies.

PAs are required to follow the policy implementation in DCMA-MAN 2303-01, “Surveillance”
for both contractual noncompliances and business system noncompliances.

13.1. Contractual noncompliances can be discovered at any time, both during and outside
of the PMSA process. Only the ACO can determine a contractual noncompliance to be a
significant deficiency (a level III or IV CAR). Thee PA, however, is responsible for issuing
CARs to the contractor for those noncompliances that do not meet the threshold of the definition
of ‘significant’ (level I or II) once the ACO has made their determination.

13.2. If the PA receives notification of a suspected noncompliance from an outside
source, (e.g., other DCMA functional specialist, buying office, contractor CSA results), the PA
must first verify the existence of that noncompliance. Keep in mind that individuals not trained
in property administration may not be able to correctly identify a contractual noncompliance
related to property management. Additionally, not all noncompliances involving Government
property are related to the contractor’s property management system. PAs will provide
assistance to other functional specialist as necessary, but will only issue CARs for
noncompliances with FAR 52.245-1 and related contract property clauses.

13.3. Regardless of whether a noncompliance is discovered during a regularly scheduled
PMSA or at another time, the PA must include the details of the noncompliance in the Audit
Report and Business System Analysis Summary. PAs will draft a Level III CAR for the ACO to
accompany the reports if there are any deficiencies likely to be considered significant. See
DCMA-MAN 2303-01, which is referenced above, for DCMA procedures to follow when
issuing CARs. If the findings were discovered outside of a PMSA, and the contractor was not
scheduled to have a PMSA that year, the PA will generate a new tab for the current fiscal year to
document any newly-identified noncompliances.

13.3.1. PAs may issue a level I CAR only for deficiencies that are not potentially
significant and that the contractor corrected immediately, or that were fully corrected during the
PMSA. A PMSA may not be held open solely to allow the contractor additional time to correct
such a deficiency. If any additional corrective actions remain for the contractor to complete
when the PA performs the exit conference, the CAR issued to the contractor must be a level II or
higher. The PA must verify that any contractor corrective actions that are performed during the
PMSA are sufficient to correct the immediate deficiency, as well as prevent recurrence (e.g., the
contractor performed a physical inventory, and had the documentation to support it, however
they failed to provide the inventory report to the PA. As a corrective action, the contractor
provided the report of physical inventory results, and initiated an automated reminder to do so in
the future). For a deficiency identified based on a statistically significant number of defects
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identified during statistical testing (i.e., the number of defects exceeded the threshold to reject
the lot based on population size), the corrective action must apply to the population as a whole
and may not be limited to the defective samples only. Generally, a contractor will not be able to
correct a statistically significant deficiency during the PMSA, unless the contractor has a very
small quantity of Government property. In all cases, the corrective actions must be sufficient to
not only correct the current defects, but to also to prevent recurrence of the noncompliance.

13.3.2. PAs will issue Level II CARs only after the ACO has made a final
Property Business System determination that there are no potentially significant deficiencies. If
both potentially significant deficiencies and non-significant deficiencies are identified during the
property business system review, the PA will issue a Level II CAR for the non-significant
deficiencies after the ACO issues an initial determination letter. Resident PAs may coordinate
informally with the ACO to receive concurrence regarding potential significance for findings
reported on interim Business System Analysis Summaries.

13.3.3. Board of Review. If, after review and consideration of the Business
System Analysis Summary, the ACO determines that the noncompliance documented in the draft
level III CAR does not constitute a significant deficiency, the PA will elevate the issue to their
first level supervisor and Regional Director for further elevation of the matter to a Board of
Review. Initial Boards of Review are held at the CMO or Cost and Pricing Center level. Ifa
disagreement remains regarding significance or existence of the findings after the first Board of
Review, the Regional Director will pursue elevation to a Headquarters Board of Review in
accordance with the Board of Review process described in DCMA-MAN 2301-01 “Contractor
Business Systems.”

o If'the result of the Headquarters Board of Review is a Board recommendation
concurring with the ACO that the noncompliance does not meet the definition of a
significant deficiency, the PA will issue a level II CAR for the identified
deficiency.

e The PA will not modify the Business System Analysis Summary and Audit
Report as a result of input from the BOR supporting the ACO’s determination.

e Additionally, ACO disagreement with regard to significance prior to issuance of a
Business System Analysis Summary will not eliminate the need to follow the
GCPG’s panel process described in paragraph 10.2.3. of this Guidebook.

13.3.4. PAs will issue a single CAR for all noncompliances of the same
significance. For example, if a contractor has one deficiency that was completely corrected
during the PMSA, six noncompliances determined by the ACO to be nonsignificant, and one
significant deficiency, the contractor would receive one level I CAR, one level II CAR
addressing each of the deficiencies identified, and one draft level III CAR.

13.4. Review Contractor Corrective Action Plans.

13.4.1. PAs support ACOs in reviewing contractor corrective action plans
submitted in response to level III/IV CARs. PAs must monitor corrective actions as contractors
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implement those corrective actions, and evaluate the effectiveness of the contractor’s corrective
action plan.

13.4.2. PAs review contractor corrective action plans for level II CARs in
accordance with the guidance in DCMA-MAN 2303-01, “Surveillance.” Proposed corrective
action plans that do not adequately address the noncompliance will be rejected, and the
contractor will be required to submit an updated plan. If the contractor’s proposed CAP
implementation timeframe exceeds 90 calendar days, and the contractor is unable or unwilling to
shorten their correction timeframe, the PA will notify their first level supervisor who will elevate
the matter to the cognizant GCPG Regional Director for visibility. Timely implementation of
corrective actions, and testing of those corrections, is imperative to protect the Government
against unnecessary risk.

13.5. All level II and higher CARs require testing by the PA to verify that the contractor
has effectively implemented any proposed corrective action plan, and that the implementation of
the plan is sufficient to both correct the immediate deficiency, and to prevent recurrences of the
same noncompliance. PAs must verify correction of Level I CARs before closing the CAR.
CARSs may not be closed prior to testing by the PA to verify that the contractor has successfully
implemented the corrective action. Prior to closing a CAR, a PA must also seek concurrence
from the first level supervisor that the PA’s testing was sufficient to support such a
determination.

13.5.1. The extent of the PA’s reanalysis will vary based on the circumstances
and nature of the initial finding. The PA will use statistical testing in all cases where it would be
appropriate for testing the same element in a regularly scheduled PMSA. See chapter 2 of this
Guidebook for guidance on testing methodology.

13.5.2. In all cases, the PA must verify successful implementation of corrective
actions as soon as possible after the contractor reports that corrective actions have been fully
implemented. Verification of correction of deficiencies identified in CARs take precedence over
all other PA work duties.

13.5.2.1. For transactional elements, the PA should only perform an
assessment after there are sufficient transactions to test. This will generally occur at least 90
calendar days, but no more than 120 calendar days, after the contractor reports that their
corrective action plan has been completed. Because the reanalysis tests the success of the
corrective action plan’s implementation, only transactions that occur after the corrective actions
are completed will be included in a reanalysis population, unless the reanalysis is being
performed concurrently with a regularly scheduled PMSA. For those deficiencies identified in a
level II CAR, the PA must perform the reanalysis within 180 calendar days of issuance of the
ACQO’s final determination letter. The PA will work with their first level supervisor to obtain
written approval from the Regional Director if there are circumstances that prevent a reanalysis
from being performed within the aforementioned timeframe. If it is unlikely that the contractor
will have sufficient transactions to support an assessment in a reasonable amount of time after
completion of the contractor’s corrective action (for example, the finding is in an element that is
not currently applicable to the contractor’s property management system), the PA may perform
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the verification based on whether there is a reasonable expectation that the corrective actions
taken would likely prevent further deficiencies. If the element becomes applicable in the future,
the PA must test the element during the next scheduled PMSA.

13.5.2.2. For elements that are not tested based on transactional data, the
PA must verify the success of the corrective actions as soon as possible upon notification from
the contractor that those corrective actions have been fully implemented.

13.5.2.3. The PA must document verification of successful
implementation of corrective actions in an Audit Report and Business System Analysis
Summary, and provide them to the ACO upon completion, regardless of whether the initial
finding of noncompliance was discovered during a PMSA. The PA will load all files, to include
work papers and other support documentation, in CPAS under the associated reanalysis tab.

13.5.2.4. The PA must notify the ACO if additional deficiencies or
unsatisfactory implementation of the contractor’s corrective action is identified. The PA will
document this determination in an Audit Report and Business System Analysis Summary, and
provide these business system reports to the ACO. All files, to include work papers and other
support documentation are to be loaded in CPAS under the associated reanalysis tab, and a
second reanalysis tab will be generated. If the contractor fails to successfully implement

corrective actions, the PA will pursue escalation of the CAR following the procedures set out in
DCMA Manual 2303-01, “Surveillance.”

13.6. If a contractor identifies a deficiency in the property management system during its
self assessment, and takes appropriate and effective corrective action, the PA will not issue a
CAR unless the PA later determines that the contractor’s corrective action is ineffective. That
said, a contractor may not use self-identification of a deficiency to circumvent the Contractor
Business System process. If the contractor fails to notify the PA of a deficiency until after the
contractor has received the PMSA notification letter, the PA will include that deficiency in their
Audit Report and Business System Analysis Summary.

13.7. PAs must document CARs using the CAR module in the Product Data Reporting
and Evaluation (PDREP) application, and are expected to upload all relevant documentation,
(e.g., the contractor’s root cause analysis and corrective action plan and written communication
regarding the acceptability of that corrective action plan), as attachments within the tool. When
documenting a CAR for a noncompliance that is not contract specific, the PA will enter the
largest prime contract number in the “Contract Number” field, include the statement, “See
attached listing for additional contract numbers associated with this CAR” in the “Executive
Summary” field, and then upload a list of all contracts included in the PMSA as an attachment to
the CAR. If a contractor has fewer than 10 contracts with property administered by DCMA, the
PA may enter the contracts using the “Add Contract” feature, rather than uploading a list.
Additionally, PAs will provide status updates within the tool at least once every 30 days. PAs
must not delete previously entered comments.

14.0. ENSURE CONTRACTOR REPORTING OF PROPERTY LOSS. Property loss
reporting includes losses of any kind, including damage and those property losses that occur
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under contracts containing DFARS 252.228-7001, “Ground-and-Flight Risk Clause (GFRC).”
When the contract contains the GFRC and the Government Flight Representative (GFR) or
alternate has determined liability and provided the recommendation to the ACO, the PA must
ensure the PL eTool or the Property Loss Function in the PIEE GFP Module is properly updated.

14.1. Unless otherwise approved in writing by the PA, contractors are required to
investigate, disclose, and report all incidents of Government property loss as soon as the facts are
known.

14.1.1. The PA may determine and agree to contractor reporting on a regularly
scheduled basis, such as monthly or quarterly, except for losses involving sensitive property.
PAs may not approve contractor reporting of recognized losses less frequently than quarterly.
The PA must approve a contractor’s alternate reporting schedule (i.e., other than as soon as the
facts are known) in writing. The PA will ensure that the contractor clearly addresses the
circumstances, defining property and classes of property, subject to reporting on an alternate
schedule, in its property management procedures.

14.1.2. If the contractor is allowed to report the loss of low risk property on a less
frequent basis, the PA must closely track those losses to look for trends and to ensure that there
is no increase in the amount of property lost in excess of what would be anticipated if they were
not on an alternate schedule.

14.1.3. With the exception of normal and reasonable inventory adjustments, as
agreed to by the contractor and the PA in accordance with DFARS 252.245-7002 “Reporting
Loss of Government Property”, PAs may not excuse contractors from reporting property loss
regardless of the property value. Contractor reporting is required for all incidents of property
loss, to include those that may be considered workmanship damage (i.e., damage to aircraft that
is the result of a task, operation, or action performed by the contractor which was originally
planned or intended, but the end result was unintended, unforeseen, or accidental damage to
Government property that reduces the Government’s expected benefit, and does not fall under
the category of manufacturing defects). These losses must be reviewed by the PA so that the PA
has visibility of any trends. Additionally, adjudicating these losses ensures that the contractor is
accurately identifying root causes and mitigating potential future losses appropriately. When
suspected workmanship damage occurs to aircraft and DFARS 252.228-7001 is included in the
contract, the ACO will consult with the GFR and their assigned legal counsel.

14.1.4. PAs must ensure that contractors provide the required information
prescribed at FAR 52.245-1(f)(1)(vii)(B)(1) through (12) in the Property Loss eTool or in the
Property Loss Function in the PIEE GFP Module, regardless of reporting frequency. Contractors
must be able to support all data included in property loss reports, to include acquisition value,
repair cost, and any other proposed intrinsic values that the contractor would like the PA to
consider.

14.2. PAs must report all incidents of property loss:
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14.2.1. To DCMA-DCS (Security Division) and Defense Counterintelligence and
Security Agency (DCSA) when Government property contains, or potentially contains, sensitive
or classified data.

14.2.2. To DCMA-DCS, DCSA, and the appropriate law enforcement agency,
when Government property contains arms, ammunition, or explosives.

15.0. EVALUATE CONTRACTOR RESPONSIBILITY AND LIABILITY FOR
PROPERTY LOSS.

15.1. The PA must evaluate property loss reports from the contractor upon receipt, and
within 10 days reject cases that do not:

15.1.1. Involve property that meets the FAR 52.245-1(a) definition of
Government property and the DFARS 252.245-7002 definition and reporting criteria for loss of
Government property.

15.1.2. Contain required information identified in FAR 52.245-1(f)(vii)(B)(1)
through (12), and source documents to support the data. Each line item of loss must be reflected.
It is not appropriate for a contractor to state that they have “1 Lot of various items,” because this
does not allow for IUID to be updated or for future updates to be made in the event that items are
later located.

15.2. Insufficient information in contractor property loss report. PAs must inform the
contractor in writing, clearly describing which information is insufficient, and provide the
contractor with a suspense for resubmittal. PAs will monitor the contractor’s response to ensure
the loss is correctly reported, and will follow up with the contractor if they do not meet the
timeframe identified in the rejection. Additionally, if the reported loss does not meet the
definition and reporting criteria for “loss of Government property,” as defined in FAR 45.101,
PAs must inform the contractor in writing of the reason for the rejection and have the contractor
withdraw the case.

15.3. Within 90 calendar days of receipt of an acceptable property loss report from the
contractor, the PA must:

15.3.1. Review the contract terms and conditions to determine whether the
contract specifies that the risk of loss is assumed by the Government or the contractor. If one or
more subcontractors contributed to or caused the loss, the PA will assess the extent of
subcontractor responsibility and liability. The PA will consider whether the loss occurred at the
subcontractor, and review the terms and conditions flowed down in the subcontract agreement
(e.g., if the prime contractor flowed down full risk of loss in the subcontract, the prime contractor
would be expected to enforce those terms and conditions, and secure reimbursement to be passed
on to the Government).

15.3.2. Evaluate the facts concerning any payment the contractor may receive or
be entitled to receive for the loss from a third party, including whether the loss is covered by
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insurance or the contractor was (or expects to be) otherwise reimbursed. If the contractor
expects to be reimbursed, the PA must ensure that the contractor pursues that reimbursement. If
the contractor fails to seek reimbursement that is owed, the PA will elevate the issue to the ACO
for assistance in accordance with FAR 52.245-1(h)(5).

15.3.2.1. Potential Insurance Coverage Or Other Reimbursement.
Whether a loss is covered by insurance or whether the contractor will be otherwise reimbursed
may be in doubt for a considerable period of time. For example, an insurance claim may be in
dispute or the subject of litigation. In such cases the contractor should be relieved of liability if
the contract has limited risk of loss, and no other conditions that would require a liability
recommendation are present.

15.3.2.2. The letter relieving the contractor of liability directs the
contractor to notify the Property Administrator immediately in the event of restitution,
reimbursement or replacement by any third-party, including subcontractors and insurers. It also
ensures that the contractor is aware that if they are reimbursed they will, in accordance with the
terms of the contract, be liable to the extent of such reimbursement.

15.3.2.3. The Government does not have privity of contract with
subcontractors. Accordingly, the Government cannot hold a subcontractor liable for the loss of
Government property under the terms of the prime contract. All liability determinations are
made based on the terms and conditions of the prime contract. Regardless of whether the prime
has flowed down full or limited risk of loss to a subcontractor, the prime, as part of its
contractual responsibility to assure its subcontracts are properly administered, is responsible for
investigating all losses, determining whether the subcontractor is liable, ensuring the
subcontractor takes appropriate corrective action and, if appropriate, requiring the subcontractor
to reimburse the prime for the loss.

15.3.2.3.1. If the prime fails to take timely, effective, good faith
efforts to enforce the liability provision in its subcontracts, the prime PA will submit a Business
System Analysis Summary (BSAS) and Audit Report to the Contracting Officer (CO) identifying
the deficiency as a failure to assure that subcontractors are properly administered.

15.3.2.3.2. If the subcontract does not have any provision
addressing liability for loss, the prime PA should seek the advice of assigned legal counsel to
determine whether the prime contractor has a reasonable expectation of reimbursement from the
subcontractor.

15.3.2.4. The Property Administrator must then monitor the potential

reimbursement to ensure the contractor is taking timely and effective action in accordance with
contractual requirements. Neither the PL eTool or the Property Loss Function in the PIEE GFP
Module contain a way to document this monitoring, so PAs are expected to maintain an internal
suspense of their choosing that includes periodic reminders so that they can request status
updates from the contractor. If the contractor fails to take timely, effective, good faith efforts, to
enforce the liability provisions in either its subcontracts or its insurance coverage, depending on
the circumstances, the PAs will consider issuing an appropriate level CAR. Should the contractor
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be reimbursed, they are required to notify the PA of that reimbursement. The PA will then
reopen the Property Loss case in the PL eTool or the Property Loss Function in the PIEE GFP
Module and recommend that the CO hold the contractor liable and process and document the
case as addressed above.

15.3.3. The PA will determine if property loss was caused by deficiencies in the
contractor’s property management system, (e.g., if the contractor is not screening for excess
property, and therefore has property on-hand that is not required for contract performance, and
regularly reports losses that do not require repair or replacement, those losses could be traced to
their failure to declare and dispose of excess property in a timely manner). If the loss stems from
issues in the contractor’s property management system, the PA will document the
noncompliance in alignment with paragraph 13 of this Guidebook.

15.3.4. If DFARS 252.228-7001, “Ground and Flight Risk,” is in the contract,
and the property loss occurred to an aircraft in the open (as defined in DFARS 252.228-7001),
the PA must forward the case to the GFR or alternate for adjudication. The GFR or alternate is
responsible for making a liability recommendation to ACO.

15.4. If the PA concludes, after application of the contract terms and conditions to the
facts, that the risk of loss is assumed by the Government, the PA must relieve the contractor of
responsibility and liability in writing, consistent with Certificate of Appointment authority, and
provide the ACO with a copy of that determination. PAs will note that relief of responsibility is
only appropriate in situations where the contractor is no longer in possession of the property. If
the property remains in the possession of the contractor, (i.e., damaged property, or residual
destroyed property), only relief of liability will be granted, as the contractor is responsible for
disposing of the property in accordance with the terms and conditions of the contract. An IPMS
does not have a Certificate of Appointment, and would therefore need to have a PA make the
liability determination to relieve a contractor for loss of Government property or make the
recommendation to the ACO that the contractor be held liable for the loss.

15.5. If the PA determines, based upon the criteria identified in FAR 52.245-1(h), that
the potential property loss was a risk imposed upon the contractor, the PA must recommend one
of the following alternatives to the ACO in writing using the Property Loss Liability
Recommendation Letter Template:

e Hold the contractor fully or partially responsible and liable for the property’s unit
acquisition cost. If replacement is required, and the cost to replace the property
exceeds the unit acquisition cost, the PA will recommend the contractor be held
responsible for the higher liability amount;

e Authorize the contractor to repair or replace the property;

e Determine a form of consideration appropriate for the circumstances.

15.6. PAs will maintain data integrity within the Property Loss eTool or Property Loss
Function in the PIEE GFP Module to document results of evaluations, analyses, investigations,
recommendations and ACO determinations. PAs will regularly upload relevant support
documentation (emails, memoranda, letters), and are responsible for entering status updates on a
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monthly basis until the case is completed and closed. ACO and GFR status updates may be made
directly within the PL eTool, Property Loss Function in the PIEE GFP Module, or via email. It
is, however, ultimately the PA’s responsibility to ensure that all updates are documented in the
eTool or Property Loss Function in the PIEE GFP Module. For contractors that do not have a
contractual requirement to use the PL eTool or Property Loss Function in the PIEE GFP Module,
the PA may need to enter the loss report on the contractor’s behalf. PAs must not upload any
sensitive or proprietary information to the PL eTool or Property Loss Function in the PIEE GFP
Module.

15.6.1. PAs must upload all relevant support documentation relating to the PL
case. Minimum documentation to be loaded includes the Property Loss MFR, the Property Loss
Checklist, a Property Loss Liability Recommendation Letter (if applicable), and any relevant
emails or documents provided by the contractor. All documentation must be completed and
loaded to the PL eTool or Property Loss Function in the PIEE GFP Module upon the PA’s
determination to either relieve the contractor of liability or recommend that the ACO hold the
contractor liable.

15.6.2. If the ACO concurs with the PA’s recommendation of liability, the PA
will also upload the demand letter and any evidence of restitution to the PL eTool or Property
Loss Function in the PIEE GFP Module.

15.7. Acquisition Cost, Liability Value, Repair Cost, And Government And Contractor
Portions. Accurately reflecting the appropriate dollar values in the correct fields is imperative
for the Government Contract Property Group’s data integrity, and ability to produce useful and
reliable information for our customers. The liability value depends on the type of loss, and
whether the item needs to be replaced. If replacement is needed, this would be the cost to
replace; if the item is damaged and requires repair, this would be the repair cost.

15.7.1. In all cases, the contractor is expected to provide support for applicable
values. Acquisition cost is documented using an invoice, receipt, purchase order, GFP list, or
similar documentation. Proposed repair costs need to be supported by the contractor.
Additionally, if the contractor believes that the intrinsic value of an item is less than the initial
acquisition cost, this position needs to be supported. If the contractor’s position is not
convincing, the PA need not accept it. PAs will keep in mind that the intrinsic value could be
greater than the acquisition cost, depending on the circumstances and current or future need. The
PA will use the appropriate intrinsic value as the liability value, and will include it with any
liability recommendations forwarded to the ACO.

15.7.2. The Government and contractor portions must add up to the liability value
for each item, and must be updated for each line item before relieving the contractor of
stewardship and/or responsibility, or recommending liability. The amount assessed field is
mandatory when recommending liability, and must equal the liability value. If an ACO
ultimately holds a contractor liable for a different amount than recommended, the PA must
update the amount assessed before closing the loss case.
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15.9. The PA will determine whether a property loss was caused by deficiencies in the
contractor’s property management system. If that is the case, the PA will issue a CAR,
following the guidance in paragraph 13 of this Guidebook. Deficiencies in the contractor’s
system may have been previously documented, or they could be uncovered as a result of the
property loss investigation. For example, the PA must pay special attention to whether the
contractor regularly identifies losses of property that does not require repair or replacement.
This is an indicator of a potential weakness in the contractor’s Declaration of Excess process.

15.10. PAs will monitor and document the performance of contractor corrective actions
resulting from property loss cases, exercising good judgment in determining the nature and
extent of the appropriate review process. Infrequent losses of low value property may require
nothing more than a review of the contractor’s proposed corrective action to confirm it is
appropriate and adequate. Losses of high value property, recurring losses, and those indicative of
deficiencies in the contractor’s property management system will require more extensive reviews
and more formal documentation. Such reviews may also require the PA to make site visits. In
all cases, the PA will ensure that:

15.10.1. The corrective action taken or proposed is appropriate and adequate,
15.10.2. The contractor performs the corrective action, and
15.10.3. The corrective action was effective and will prevent recurrence.

15.11. The PA will not keep a property loss case open solely because corrective action
has not been completed if the PA has determined that the proposed corrective actions are likely
to be successful. If the proposed corrective actions are not expected to correct the conditions that
led to the loss, the PA will require the contractor to resubmit an acceptable corrective action.

15.12. The PA must ensure proper disposition is completed for any property that remains
after a liability determination has been made. Relief of liability and stewardship for damaged or
destroyed property does not change title to that property. If the contractor is not repairing the
property for further use under the contract, then the PA must ensure that the contractor reports
the property to PCARSS.

15.13. Property Found After Relief'is Granted. The contractor is required to report when
any GP that had previously been reported as lost is later found. The PA will re-open the loss
case, and update the item that was found with the found date, quantity found, and any change to
the intrinsic value of the loss case, if all items were not found upon receipt of such a report.

16.0. PERFORM PROPERTY ADMINISTRATION CLOSEOUT.

16.1. PAs will perform contract property closeout actions when contract performance is
complete, which generally aligns with the final delivery date, and after verification and
completion of:
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e Proper disposition of all accountable property by the contractor, including plant
clearance resolution;

e Adjudication by the Government of any outstanding property loss cases;

e Termination of Document Control Number, if applicable for contracts delegated from
other Government agencies;

e Receipt and verification of final physical inventory results, unless waived in writing
by the PA;

e Receipt of a property close out letter in writing from the contractor stating that all of
their closeout actions are complete, and that there is no residual property accountable
to the contract.

16.2. PAs must conduct MOCAS property administration closeout via the CPAS eTool.
Clicking on the CPAS “Close Contract” icon within the “Contract History Page” on the
contractor’s main CPM screen will generate a MOCAS R9 “55” code, indicating property
administration is closed. PAs are expected to verify that contract closeout actions taken in CPAS
lead to updates within MOCAS. PAs can do this by verifying that changes are processed by
reviewing MOCAS Submit History in CPAS after submitting a closeout transaction in CPAS.
Possible reasons for a MOCAS submit failure include the following: scheduled updates where
the system is down for processing (nightly, monthly, and end-of-year), expired MOCAS
password, wrong MOCAS password input into CPAS, incorrect geographic MOC selected for
the CAGE code, MOCAS account revocation (due to inactivity), and PA attempts to perform
transactions within CPAS while logged into MOCAS. If contract closeout fails for one of the
reasons above, the PA is expected to correct the underlying issue, or await system availability,
and resubmit the transaction.

16.3. Prior to closing property administration in CPAS for a contractor’s property
management system, PAs will pull a MOCAS report to ensure that there are no DCMA
administered contracts with potential property administration requirements without an associated
55 remark. The 55 remark in MOCAS is used to indicate that all property closeout actions have
been completed on a contract. This ensures that there are no contracts that should have been
accepted for administration that still require oversight.

16.4. PAs will review their workload in CPAS at least monthly to identify contracts
nearing their final scheduled delivery and production completion dates. For those contracts that
have passed the final delivery date indicated in MOCAS, the PA will send the contractor a
request for status indicating the contract number or numbers, and referencing the closeout
requirements identified in FAR 52.245-1(j)(3). As a reminder, it is the contractor’s
responsibility to have a process in place to identify contracts nearing completion, and proactively
begin closeout actions in order to meet the closeout timeframes described within 52.245-1(j). If
a contractor is relying on the PA to tell them when to initiate closeout actions, the contractor’s
property management system is not adequate to satisfy the requirements of FAR 52.245-1.

16.5. If the contractor does not perform contract closeout activities in accordance with
their procedures and within the timeframes identified in FAR 52.245-1(j)(3), the PA will issue a
CAR requiring correction regardless of whether the delays are identified during a PMSA, unless
the following exception applies:
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16.5.1. If the PA identifies that a contractor is retaining property for more than 60
days past the contract’s final delivery date (or 30 days beyond when the property was identified
as excess to the needs of a contract), and that contractor is able to show that they have
proactively and regularly contacted the PCO to a request a transfer of property to another
contract, the PA will assist the contractor with getting resolution. Proactive and regular
communication means upon discovery, and at least once within the 30 days prior to identification
by the PA.

16.5.2. Upon the PA’s identification of contracts for which property closeout
actions are being delayed by lack of PCO response, the PA will elevate the issue to their First
Level Supervisor for further elevation to the cognizant Government Contract Property Group
Regional Director. The Regional Directors will then contact the buying commands to request
resolution. During this process, the PA will not request corrective actions from the contractor for
property closeout for any affected contract, unless other noncompliances exist.

17.0 SPECIAL CONSIDERATIONS.

17.1. Grants and Other Agreements: Grants and other agreements will be administered
according to the terms and conditions included in those agreements, and the relevant regulations
referenced therein. The most common regulation for grants and other agreements is the DoD
Grant and Agreement Regulations (DoDGARs). Additional guidance is located in DCMA-MAN
2501-08, “Grants, Cooperative Agreements, and Other Transactions.” PAs will document their
reviews in the same manner used for other PMSAG, utilizing the standard Business System
Analysis Summary and Audit Report templates, adjusting references as necessary.

17.2. Sensitive Property:
17.2.1. FAR clause 52.245-1(a) defines sensitive property as:

.. . property potentially dangerous to the public safety or security if stolen, lost,
misplaced, or that shall be subject to exceptional physical security, protection, control,
and accountability. Examples include weapons, ammunition, explosives, controlled
substances, radioactive materials, hazardous materials or waste, or precious metals.

17.2.2. Table 61 of Volume 10 of DoD 4100.39-M further designates sensitive
property by providing for the assignment of a Controlled Item Inventory Code (CIIC) to sensitive
items. If the Government property does not have a CIIC, as described below, it is not considered
sensitive for the purposes of property oversight, and the PA will not be include the property in
the sensitive populations when performing a PMSA. The item codes are as follows:

e Highest Sensitivity (Category I) - Nonnuclear missiles and rockets in a ready-to-
fire configuration (for example, Hamlet, Redeye, Stinger, Dragon, LAW, and
Viper) and explosive rounds for nonnuclear missiles and rockets. This category
also applies in situations where the launcher (tube) and the explosive rounds,
though not in a ready-to-fire configuration, are jointly stored or transported.
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High Sensitivity (Category II) - Arms, ammunition, and explosives.

Moderate Sensitivity (Category III) - Arms, ammunition, and explosives.

Low Sensitivity (Category IV) - Arms, ammunition, and explosives.

Highest Sensitivity (Category I) - Arms, ammunition, and explosives with a

physical security classification of Secret.

e Highest Sensitivity (Category I) - Arms, ammunition, and explosives with a
physical security classification of Confidential.

e High Sensitivity (Category II) - Arms, ammunition, and explosives with a
physical security classification of Confidential.

e (Category C - Moderate Sensitivity (Category III) and Low Sensitivity (Category
IV) - confidential arms, ammunition, and explosives.

e Category Q - An item that is a drug or other substance determined by the
Administrator, Drug Enforcement Administration, Department of Justice, to be
designated Schedule Symbol III, IV, and V as defined in the Controlled Substance
Act of 1970. Other items requiring secure storage.

e (Category R - Precious metals, a drug or other controlled substance designated as a
Schedule I or II item in accordance with the Controlled Substance Act of 1970.
Other selected sensitive items requiring storage in a vault or safe.

e Category $ - Identifies Nuclear Weapons Use Control (UC) Ground Equipment

which is CIIC unclassified but may require special controls. Use Control Ground

Equipment is described as recorders, verifiers, adapters, power supplies, cables,

programmers, monitors, controllers, code processors, power converters,

computers and data modules which perform a Nuclear Weapon Use Control

Function.

17.2.3. When a contract identifies sensitive property, or such property is reported
by the contractor, PAs will perform annual reviews of Written Procedures, Receiving,
Discrepancies Incident to Shipment, Records, Physical Inventory, Declaration of Excess,
Consumption, Storage, Storage Commingling, and Disposal. The reviews of Records, Storage,
and Storage Commingling must be performed on-site. All other reviews may be performed
remotely.

17.2.4. PAs will conduct a standard PMSA no later than 6 months after sensitive
property is initially received by a contractor.

17.2.5. The on-site review requirement for sensitive property may be waived by
the cognizant Regional Property Director based on recommendation from the PA’s first level
supervisor. Any waiver must be in writing, and uploaded to the current PMSA tab in CPAS.
Waivers must be renewed each year. It is recommended, however, that PAs enlist the assistance
of other functional specialists to assist in the on-site portion of the review rather than request a
waiver, because the annual review requirement is based on the additional risk that sensitive
property poses.

17.3. Approving Receipt and Issue in Lieu of Formal Records (R&I): PAs have the
authority to allow a contractor to use an R&I system in lieu of formal property records for
Government material in accordance with FAR 52.245-1(f)(1)(iii)(B). Contracts that include
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DFARS 252.242-7004, “Material Management and Accounting System” (MMAS) cannot be
granted R&I approvals.

17.3.1. Prior to approving an R&I system, PAs will require that the contractor
provide written procedures that clearly identify how the contractor will document receipt,
issuance, and use of the material within their system. The procedures must also address how and
when material that was issued, but not used, will be identified and added to the contractor’s
formal records. As a reminder, if a contractor is purchasing material from a vendor that requires
minimum purchase quantities that exceed the quantity that the contractor requires, the procedures
must describe how the contractor will create a formal record and document the transaction. If
there are any limitations to the types of material that will be included in the R&I system, the
procedures must define those limitations as well. PAs will note that the R&I system requires
documentation of the actual use of the material in order to be acceptable.

17.3.2. The PA will ensure that the contractor’s procedures clearly identify how
the contractor defines immediate consumption. In order to qualify as immediate, the material
would need to be consumed in less time than it would take to create a formal record. In most
cases, this will be within 5 business days.

17.3.3. All approvals for R&I will be in writing, signed by a PA with a
Certificate of Appointment, and issued only on a contract-by-contract basis. Blanket approvals
are not allowed.

17.3.4. R&l is not appropriate for production environments, and therefore PAs
may not approve R&I requests for production contracts.

17.4. Waiving the Final Inventory Requirement: PAs have the authority to waive the
final inventory that contractors are required to perform upon contract completion or termination
in accordance with FAR 52.245-1(f)(1)(iv).

17.4.1. PAs will require contractors who wish to have their final inventory
waived to make the waiver request in writing. The PA must only approve waivers in writing,
and the waiver approval must be signed by a PA with a Certificate of Appointment and the first
level supervisor documenting concurrence. PAs are expected to coordinate with the cognizant
PLCO prior to approving a waiver.

17.4.2. Waivers will only be considered for contractors that currently have
approved property management systems, with no outstanding findings of noncompliance in the
elements of Records or Physical Inventory. Additional considerations that PAs should take
account of in reviewing waivers include how recently the last physical inventory was performed,
overall property loss rates, and whether the property is being transferred to a follow-on contract.
Additionally, PAs will not waive final inventories of sensitive Government property.

17.5. Memorandums of Agreement (MOA): PAs will adhere to the terms and conditions
included in any duly signed MOA or direction from Office of the Secretary of Defense. All

48
CHAPTER 1 — PROCESS



DCMA GUIDEBOOK FOR GOVERNMENT CONTRACT PROPERTY ADMINISTRATION

active MOAs will be located on the DCMA GCPG 360 site and the Resource Page for DCMA-
MAN 2301-01 “Contractor Business Systems.”

17.6. Contractor Scrap Procedures: PAs will coordinate with the PLCO when reviewing
contractor scrap procedures to ensure that the scrap disposal processes, methods, and practices
allow for effective, efficient, and proper disposition of scrap property. Those procedures must
describe how the contractor physically segregates scrap within their storage, along with
descriptions of any special safeguards for sensitive property. If the contractor commingles
commercial and Government scrap, the contractor’s procedures must describe how the proceeds
of scrap sales are divided. Additionally, the procedures must describe how the contractor will
select scrap vendors, and how they will document the crediting of the proceeds of a scrap sale
(i.e., what documentation is provided to prove that payments have been applied appropriately).
PAs will also coordinate with the PLCO when testing the element of Disposal to ensure that any
concerns that the PLCO has related to disposal of scrap are addressed.

17.7. Rent-free Non-interference Use of Government Property: Occasionally, a PCO
will authorize a contractor to use special tooling, special test equipment, or equipment on a
Government contract other than the contract to which it is accountable on a rent-free non-
interference basis. This means that the owning contract always has first priority in the event that
both contracts have conflicting requirements. In these situations, PAs are expected to review the
use authorizations to determine whether responsibilities are clearly defined. For example, the
agreement should address how any required maintenance is handled and funded, as well as
address potential losses (e.g., if the property is damaged while being used on the contract it is not
accountable to, which contract covers repair costs).

17.8. Administration of NASA Contracts: PAs will perform property administration for
delegated NASA contracts with the terms and conditions of the delegation and the Business
Operations Center NASA Business Practice SOP. Additionally, the following conditions apply:

17.8.1. PAs will be aware that requirements included in the DFARS do not apply
to NASA contracts, as NASA is not a DoD Agency.

17.8.2. PMSAs for NASA contractors with $1M or more in NASA owned
contract property will be performed at least once every 2 years, even if the contractor is
otherwise considered to be low risk.

17.8.3. Unless the contractor has only NASA contracts, the PA will not select
separate NASA only populations to test for any element other than Reports. For the element of
Reports, the NASA form 1018 is a separate population.

17.8.4. Upon completion of a PMSA that includes delegated NASA contracts, the
PA will upload a copy of the Audit Report to the NASA Electronic Submission System (NESS)
under the PMSA Documents tab, and add all requested information under the PMSA Summary
and Outcomes tabs. PAs will not provide the Business System Analysis Summary.
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17.8.5. PAs will investigate and adjudicate losses of NASA owned Government
contract property accountable to delegated contracts, and relieve the contractor of stewardship
and liability if appropriate under the terms and conditions of the contract. All documentation, to
include the contractor’s relief request, any memorandums supporting the determination to relieve
the contractor, and a copy of the relief document, will be loaded into the NESS Contracts under
the Document tab within 90 days of receipt of an acceptable loss report from the contractor. If
the contractor should be held liable under the terms and conditions of the contract, the PA will
provide that recommendation in writing to the NASA Contracting Officer, with a copy to the
NASA Industrial Property Officer. Recommendations to hold the contractor liable will include
all documentation that the NASA Contracting Officer would need to make that determination,
and must also be provided within 90 days of receipt of an acceptable loss report from the
contractor. The PA will provide an interim/informal status of the investigation and adjudication
activities to the IPO by email on a monthly basis until complete.
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CHAPTER 2 - PMSA ELEMENT JOB AIDS
PREFACE

When evaluating the following elements of property control, PAs will follow the
procedures and practices described below to perform testing. The PA will use workpapers to
document the analysis and provide support for all conclusions and findings. Files will include
worksheets for each element tested, samples of each type of documentation reviewed, and all
supporting documentation detailing any defects identified.

When sensitive property is involved, PAs will perform annual reviews of the elements of
Written Procedures, Receiving, Discrepancies Incident to Shipment, Records, Physical
Inventory, Declaration of Excess, Consumption, Storage, Storage Commingling, and Disposal as
they apply to sensitive items. The elements of Identification, Records, Storage Commingling,
Storage, and potentially Utilization must be tested on-site; all others may be tested remotely.

PMSA ELEMENT 1 - WRITTEN PROCEDURES

REQUIREMENT:
FAR 52.245-1 (f), Contractor plans and systems.

(1) Contractors shall establish and implement property management plans, systems, and
procedures at the contract, program, site, or entity level to enable the following outcomes:

FAR 52.245-1(b), Property management.

(1) ... the Contractor shall initiate and maintain the processes, systems, procedures,
records, and methodologies necessary for effective and efficient control of Government

property.

BACKGROUND:

Written procedures are the blueprint the contractor uses to establish its property
management system. In the procedures, the contractor identifies who will do what, when, how,
and possibly where to perform an action to control Government property. Contractor personnel
should be able to refer to the procedures for guidance and direction for all Government property
management tasks. In turn, the procedures provide PAs the criteria by which they will evaluate
contractors’ performance and compliance.

Procedures must address all applicable contractual requirements, including outcomes (i)
through (x) at FAR 52.245-1(f)(1). General policy statements or expressions of intent such as,
“The company will comply with all contractual and regulatory requirements regarding the
acquisition of Government property” are not acceptable. Specific directions for procedures for
each element of property control are addressed below under each Property Management System
Analysis (PMSA) element.
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Pursuant to FAR 52.245-1(b)(1), “The Contractor may employ customary commercial
practices, voluntary consensus standards, or industry-leading practices and standards that provide
effective and efficient Government property management that are necessary and appropriate for
the performance of this contract (except where inconsistent with law or regulation).”

If the contractor procedures include a voluntary consensus standard (VCS) the contractor
should cite the VCS body from which it came, the VCS number or identification, and the date of
the VCS, and describe within the procedures how the VCS is employed. If the procedures
merely reference the VCS, it is likely to lead to inconsistent practice, as that would require
contractor personnel to reference and interpret and follow additional direction not included in the
official written procedures. PAs must ensure that any VCSs used by the contractor adequately
address the intended subject matter and meet the contractual requirement for effective and
efficient Government property control.

If a VCS is being used in whole or in part, the contractor must adopt the VCS exactly as
written, without changes or modifications. If, for example, the standard establishes a 2% error
rate, it is not acceptable to change the error rate to 3%. If the contractor makes this type of
change, they are not using the standard.

If a contractor incorporates only a portion of a VCS it must clearly and specifically
identify what portion of the VCS the contractor will follow. Note that many VCSs have
limitations on distribution. Because of this, PAs may need to review this type of VCS on site at
the contractor’s facility, and should not make copies, or upload the VCS to CPAS.

While the Government Property Clause does not explicitly require a contractor’s
procedures to address timeframes for the performance of certain actions, FAR 52.245-1(b)(1)
does require the contractor to, “...initiate and maintain... methodologies necessary for effective
and efficient control of Government property.” When the timeliness of a particular action is
relevant or when the performance of an action has an impact on the maintenance of current
records, timeframes are essential for effective and efficient control of Government property.

Rather than requiring specific timeframes, the clause uses terms such as “promptly” and
“periodically.” Contractors should not simply repeat those terms in their procedures, but specify
concrete and measurable timeframes to comply with the Government Property Clause. Rather
than require the same timeframe for everyone, application of the Government Property Clause
requires that contractors identify timeframes specific to their situation. Factors to consider
include timeframes that are suitable for their facility, the type of work they perform, and the type
of property they manage.

Objective, measurable timeframes ensure consistency in contractor performance and in
evaluation during a PMSA or a Contractor Self-Assessment. Timeframes provide guidance for
those responsible for performing the actions, and a standard for those evaluating that
performance. PAs will apply FAR 52.245-1 and other contract terms and conditions, and
evaluate whether minor, technical violations of a standard are evidence that Government
property is at increased risk, or that the contractor’s property management system is not
effectively and efficiently controlling Government property.
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PAs will ensure that contractor procedures specify timeframes defined by the contractor,
with the PA’s concurrence, for those actions for which timeliness is relevant, or when the
performance of an action impacts the accuracy of the records. For example, if a contractor fails
to receive property in a timely manner, its records will not be current or accurate, which could
impact contract performance. Normally, transactional updates to records should take place
within 10 calendar days after a transaction has occurred (e.g., initial record creation, movement,
after inventory reconciliation, etc.). In some cases, 10 days might be too long; for example when
providing initial notification of loss of sensitive property, 10 days could represent an
unreasonable risk. In other cases, 10 days might not be long enough; for example when
reconciling inventory results or creating reports.

OBJECTIVE: The PA will determine if the contractor’s written procedures:
¢ Promote the outcomes at FAR 52.245-1(f)(1)(i-x);
e Address any other contractual requirements relating to Government property;
e Provide for adequate control, use, preservation, protection, repair, and maintenance of
Government property; and
e Effectively and efficiently control Government property.

POPULATION: Typically, the population is all of the contractor’s written property
management procedures.

The exceptions to this rule are for resident PAs and others who audit large property management
systems on a continuous basis over a year or more. Those PAs may choose to evaluate the
relevant provisions of the contractor’s procedures concurrent with the review of the related the
element.

Another exception is the annual review of the provisions in the written procedures that apply to
sensitive items. The population for such a review would be limited to those procedures. Finally,
when performing a reanalysis of written procedures, only those procedures identified as being
noncompliant would be reviewed.

SOURCE DOCUMENTS: The contractor’s written property management procedures.

SUPPORT DOCUMENTS: Contracts to which Government property is accountable and any
VCSs that are incorporated by reference in the contractor’s procedures.

SAMPLING: Except as discussed above under “Population” PAs will review 100% of the
written procedures. If procedures are reviewed on a continual basis, PAs will review 100% of
the procedures at least once every three years. PAs will ensure that they are reviewing the most
current procedure.

TESTING CONSIDERATIONS:
e Determine whether the contractor’s procedures describe the tasks to be performed in
sufficient detail so that the responsible contractor employee knows what to do and how to
do it.
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o Verify that the procedures establish timeframes for those actions for which timeliness is
relevant or when the performance of an action has an impact on the timeliness