Navy is in compliance with some of the elements in Chapter 7, however on other elements Navy is not, since it is in the middle of deploying the Navy ERP systems and early design decisions were made to deploy it as a COTS with minimal modifications.

Key elements not being met by Navy ERP include:

1.       Reporting capability in DoD classes A, B, C and D.

2.      Other elements which still need to be addressed (I took from PDC 341 (part of ADC 414):

“C7.6.1.  Policy. DoD Components shall ensure that potential or actual Inventory Adjustments (Accounting Errors) are researched in accordance with the value of the adjustment and type of item involved.  The DoD criteria for this research are set forth table C7.T2. and shall be used as the basis for selective research for supply system materiel.  More stringent research requirements may be imposed by DoD Components based upon the limits of resources available and upon specific asset control problems.  While physical inventory adjustments are based on physical counts, accounting adjustments are based on the reconciliation of inventory records, as part of an End-of-Day or Location Reconciliation business processes.  When differences exist between the ‘systems’ an accounting adjustment (gain/loss) (DI Code D8B/D9B) shall be created to adjust the owner/manager’s Total Item Property Record (TIPR) inventory balance to agree with the storage activity’s closing end of day balance.  As such the causes of accounting adjustments are driven by the handling of ‘transaction data’ versus the physical handling of materiel.  Therefore, research requirements shall focus on events/processes that cause the databases (between the storage activity and TIPR) to be out of sync.   DoD Components shall research transaction histories and violation files to locate ‘missing’ supply transactions, clear exceptions, process the appropriate ‘supply’ transaction and reverse the accounting adjustment to resolve the original mismatch condition.”   

Navy Comment: It is the Navy policy to research and resolve all unreconciled balances generated from end of day processing and annual reconciliations.         
C7.6.4. Inventory Adjustment (Accounting Error) Error Classification Coding Inventory Adjustment (Accounting Error) Error Classification Coding.  “Causes of potential/actual Inventory Adjustments (Accounting Error) are determined by research.  Causes shall be classified, analyzed, and evaluated so action may be taken to correct situations that are causing the errors.  For analysis and evaluation, error conditions shall be identified and classified by type.  For reporting purposes, each error type is identified by an alphabetic or numeric code as shown in appendix AP2.16B.  The error classification system is structured to provide the DoD Components the latitude to amplify the DoD defined error classifications; however, DoD Components shall summarize internally defined error classifications to the appropriate DoD classification for all reports provided to higher authorities, auditors, etc.”

Navy Comment:  Both Navy legacy and future ERP systems would require changes to input an error classification code.  No changes are being made to legacy systems and the ERP design is final.  The Navy will continue to evaluate this requirement and incorporated into a later spiral of ERP if required.

Also of note, the Navy assigns errors to TIRs that fail to process.  Failed TIRs are often the source of unreconciled balances.  These errors are monitored to identify problems with reporting activities.    
“C7.8.2.3.1.  Owners/managers and storage activities shall reconcile all records annually.  The reconciliation shall be performed prior to the Chief Financial Officer inventories in September.  The annual reconciliation shall be accomplished in accordance with paragraph C7.8.2.3.3.”

Navy Comment:  Location reconciliations are scheduled throughout the fiscal year to manage workload.  Manpower constraints will not allow all the reconciliations to be performed immediately prior to the CFO inventories.

DLA Logistics Management Standards Office Response 7/21/09: 

*       C7.8.2.3.3 states that “storage activities and Components may negotiate agreements for conducting annual location reconciliation any time during the fiscal year.” Any agreements should allow for sufficient lead time to comply with the Chief Financial Officers Act requirements.  
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