INFORMATION PAPER

CFO Issues-FY2003 Audit

Issue #9: Equipment

References:

1.  Federal Accounting Standards Advisory Board – Statement of Federal Financial Accounting Standards No. 6 – Accounting for Property, Plant and Equipment

http://www.fasab.gov/pdf/sffas-6.pdf
2.  DoD 7000.14-R, Department of Defense Financial Management Regulation Volume 4, 

Chapter 6  - Property, Plant and Equipment

 http://www.dod.mil/comptroller/fmr/04/04_06.pdf
3.  ER 700-1-1, USACE Supply Policies and Procedures 

http://www.usace.army.mil/inet/usace-docs/eng-regs/er700-1-1/toc.htm
4.  AR 735-5, Policies and Procedures for Property Accountability http://www.usapa.army.mil/pdffiles/r735_5.pdf
5.  CELD-MS (735-5) 28-May-2003 - FY02 Civil Works Chief Financial Audit Equipment Action Plan 
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Description:

1.  The Chief Financial Officers Act of 1990 requires the Department of Defense to prepare and submit to Congress and the Office of Management and Budget audited financial statements, covering all accounts and activities within U.S. Army Corps of Engineers (USACE).  Preliminary results have identified material issues that impact the accuracy of these financial statements and the reliability of USACE financial systems.

2.  The FASAB SFFAS No. 6 requires the general and subsidiary ledgers represent the value and quantities of capital equipment owned.

3.  Lack of acquisition cost documentation (records) was the primary reason for unsupported value of assets.  USACE offices did not consistently maintain the documentation needed to support the asset’s entire useful or depreciable life.  The timing of the Corps of Engineers Financial Management System ‘placed in service’ date and the accuracy of the acquisition values were also issues.  

Requirements for Compliance:

Standard:

     a.  Every asset on the Corps Balance Sheet must have a historical supporting documentation file.  This file should contain documentation through each phase of the asset’s life cycle from acquisition to disposal.  Each district needs to provide necessary supporting documentation and validate or correct the currently recorded CEFMS information.  These documents in conjunction with any funding, acquisition or appraisal documents should be maintained in an asset historical document file for six years beyond disposal.

     b.  Every capital equipment item meeting the capitalization guidance is recorded in CEFMS and APPMS.  Inventories are conducted timely to ensure all required property is recorded.  Disposals and deletions/replacements are properly recorded.  To insure capital personal property is properly accounted for in both the property book (APPMS) and the financial management system (CEFMS), the field should run the CEFMS RECONAPP report monthly.  This report will show where there are capital property records in APPMS that aren’t recorded in CEFMS and vice versa.  Immediate corrective action should be taken to properly record property in either system when the report indicates discrepancies between the two sets of books.

     c.  Equipment values accurately reflect the costs or estimate of the asset.  Equipment values should be adjusted to reflect additions to and retirements of plant in service, either with or without replacement.

     d.  Reduce the lag periods between receipt of an asset and entry into CEFMS in order to have a correct placed in service date.   Personal property that meets capitalization criteria should be placed in service when the title passes to the acquiring entity or when the property is delivered to the entity or to an agent of the entity.  The acquisition (place-in-service) date entered in CEFMS should correspond with this date regardless when the actual place-in-service transaction is recorded in the system.  An asset should be recorded in CEFMS within 5 working days of receipt.

     e.  Ensure that supporting documents match the records in CEFMS and also acquisition prices are accurately recorded.

     f.  Undocumented asset costs need to be determined and documented using industry price lists, budget and engineer estimates used for funding/value.  If an asset was transferred-in, the transferring entity must timely forward a copy of their asset documentation file to the receiving activity.  As a last resort the attached form should be maintained in the asset file.
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Valuation.d...


The following Federal Reserve web address is a useful tool in determining the fair market value for a variety of items for which fair market value can be difficult to determine.

http://woodrow.mpls.frb.fed.us/research/data/us/calc/index.cfm 

     g.  Districts that have maintained all cost documents for transferred equipment must forward those documents to the appropriate district office.

Field Action: Compliance with standards stated above.

Self-assessment Rating Criteria:


Green (Compliant): Complete above Field Actions.

If Rating is Red, a detailed scope analysis must be submitted in the report remarks section explaining the number reviewed and amount of items not in compliance.  In addition, Reds must include an estimated completion date.

In addition, the local Internal Review Office must validate the green rating.
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