MEMORANDUM FOR RECORD
SUBJECT: Joint Physical Inventory Working Group (JPIWG) Meeting, November 15, 2010
Purpose:  ODASD Supply Chain Integration (SCI) hosted a meeting of the JPIWG along with members of the DoD comptroller community on Monday, November 15, 2010 to wrap-up the review of comments made against the current draft of DoD 4140.01, Volume 5 and discuss establishment of a DoD-wide definition for the concept of “inventory”. 
Brief Summary of Discussion: Ms. Lynn Fulling, OSD, facilitated discussion:
a. Closure on DoD 4140.01, Volume 5, policy update for GAO guidance on auditability. The group reviewed an updated draft of DoD 4140.01, Volume 5, focusing on the commented sections. The following highlights discussions raised during the review:
1)  Page 9 (Enclosure 3, Part 2.a.2.a) – The comment to the section triggered a discussion about the difference between ‘custody’  and ‘accountability’. The DODI 5000.64, paragraph E2.30, definition of Property Custodian led to concern that there could be a contradiction with 4140 as to where the accountable record resides.  The resolution of the discussion was that a consistent definition for ‘accountability between the 4140 and 5000.64  would resolve the issue. ACTION: DLA Logistics Management Standards Office will provide a consistent definition for ‘accountability’.
2) Page 12 (Enclosure 3, Part 2.b.4) – An additional comment was noted that for audit purposes the record retention requirement referenced at this part might have to be extended beyond two years.  Will leave at 2 years for now.  ACTION: Need to have a discussion about what the level of effort would be among all systems to comply with an extended retention period.
3) Page 28 (Enclosure 3, Part 9.a.1.a) – People were confused by newly inserted language inserted at DLA’s request to define the role of an Accountability Officer. ACTION: Gary Ziegler of DLA will email new language to Lynn Fulling to clarify the role.
4) Page 29 (Enclosure 3, Part 9.a.1.k) – There were variances among the components and agencies about the applying the activity performance goals to contractors.  Some felt the insertion of “applicable” was sufficient to accommodate the difference where each could decide to apply the performance goals.  ACTION: Lynn will check on the original GAO language.
5) Page 30 (Enclosure 3, Part 9.b.1.c )& Page 48 (Glossary)  – DLA asked if the definition of perpetual inventory in the glossary and mention on page 30 were consistent.  They are.  Lack of the ability to perform perpetual inventories is a discriminator to not perform cycle counting as an inventory counting approach until the system complies with perpetual inventories. 
b. Prioritization Levels. The Air Force recommended inserting Nuclear Weapons-Related Materiel (NWRM) as prioritization level 2, and Communications Security (COMSEC) as level 4. Air Force also asked whether Safety Flight Items should have a level.
All agreed to adding NWRM as priority level 2. Discussion determined that COMSEC does not need to be added as items would either already belong to level 3, Classified, or would otherwise be level 5, Sensitive and Pilferable Items.  Flight Safety Items were not added as they are likely level 6.
c. Definitions for Inventory and OM&S. Kathy Smith relayed how some time back she had started a discussion with the comptroller staff about OM&S as part of a discussion of how long stuff should be held as OM&S while waiting repair.  That discussion led to a definition that identified stuff consumed in normal operations to be OM&S. This allowed OM&S to be distinguished from inventory.
When asking the component for definitions, they all deferred to the financial management definition since there was not a logistics definition.
Inventory would refer back to the financial management regulations for OM&S definitions.  We believe in the financial management definition the term “Personal Property” is intended to be broadly applicable to be things other than Real Property.  ACTION: Insure the financial management definition of Personal Property is the broad definitions the JPIWG thinks it is from the FAR.
Most felt the financial management regulation definition was not that far off the current 4140.01 draft definition.  A recommendation was made to, in essence, adjust the draft 4140.01 definition to note “Inventory does not include Operating Materiel & Supply (OM&S) as defined in FMR  xxxx.  Inventory definition in the FMR covers the same population as covered in the 4140.01” ACTION: Review this definition and give OSD feedback by COB Friday.
The components and agencies were polled as to whether they could align their logistics definition of inventory with the proposed 4140 definition.  DLA and the Marine Corp indicated they already refer back to the financial management regulation definition.  ACTION: Air Force, Navy, and Army agreed to work on getting their logistics definition for inventory to align with 41040.  A Coast Guard representative was not available to comment.
d. Standardization of Physical Inventory Sample Plans.  Terry Simpson and Lynn Fulling will talk further about setting up a meeting to discuss this issue.  OSD is seeking agreement from all the components on a single, overall sampling plan.  DLA is currently working with the Air Force plan.  The effort will need down-in-the-weeds coordination to develop a single sampling plan.  DoD IG has looked at both the DLA and Air Force plans and approved both.  Air Force has been implementing theirs for three years.  Logistics side of JPIWG have had copies available in the past and Air Force has made theirs available.  POCs need to be identified to participate.  ACTION: Hold follow-up meeting on standardization of sampling plans.
e. Wrap-up.
1) Marine Corp still has to provide Inventory Valuation Methods for secondary property (e.g. spare parts).
2) The early assertion for Army calling for an unnamed item to be in place in March 2011 seems is questionable. ACTION: Stacey Holden to investigate if there is a type of item for Army.
3) When it comes to a review of 4140.01 related changes to DLMS, the DLA Logistics Management Standards Office will coordinate a telecom to review and comment.
4) JPIWG has set aside March 10, 2011 to attack open action items. This will be larger than what this focus group is working on.
