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Executive Summary

As one element of a larger Department-wide initiative to improve the integration of financial management and business operations, the Department of Defense is working to advance the reliability, accuracy, and timeliness of its real property information environment and inventory reporting systems.  Through standardized data elements and processes, this initiative is expected to reduce redundancy and other inefficiencies, address material weaknesses, and enhance asset accountability.

The Department’s real property inventory systems today are much better than they were five years ago.  However, a review of the current environment (Section 2) reveals that more can be done.  The “As-Is” environment still includes some incompatible, inaccessible, inaccurate, and incomplete data, which can produce wasted resources, inconsistent analysis, and flawed decisions.  In short, the existing environment does not meet the Department’s current and forecasted requirements.

To better define a “To-Be” information environment, the Department conducted a business process reengineering of the real property inventory process.  This effort concentrated on the information needed to describe the physical, legal, and financial characteristics of property.  It produced a common business process model for the real property inventory, standard data elements and data definitions, data business rules, and recommendations for policy changes.  Results are described in Section 3 of this report and detailed in attachments A and B, with core data elements and their characteristics defined in attachment D.
To guide the way forward, three strategic goals are identified:
· Improve awareness:  Inform real property professionals of the importance of accurate inventories to support planning and programming for future requirements.

· Enhance access:  Provide all potential Defense users real-time access to standardized real property information.
· Optimize resources:  Ensure that resources currently used to transfer and transform data are enhanced or reduced and redirected to improve maintenance and accessibility of data.
Although estimates of cost, staffing, timing, or phasing are outside the scope of this report, specific follow-on, near term tasks are identified.  The tasks involve new and updated directives, a cost analysis of alternatives, transition planning, and testing.

The initiative directly supports the President’s Management Agenda and the government-wide requirements currently emerging from the Federal Real Property Council.  This initiative is also a key objective in the Defense Installations Strategic Plan, and supports several other objectives.
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Introduction
As an element of his plan to transform the Department of Defense and reform Defense business processes, the Secretary of Defense established the Business Management Modernization Program (BMMP).  The BMMP provides policy direction and oversight for five business domains:”

· Acquisition

· Financial Management

· Human Resource Management

· Installations and Environment

· Logistics
For the Installations and Environment Domain (I&E Domain), the Deputy Undersecretary of Defense (Installations and Environment) – DUSD(I&E) – is the domain owner, with responsibility for all business areas associated with the Defense Installations and Environment Community (I&E Community).

One such business area concerns real property assets.  The Department holds legal interests in approximately 30 million acres of land and 600,000 facilities (buildings and structures) worldwide, the scope and variety of which are unmatched by any other government or private enterprise entity.  The plant replacement value of this inventory is about $650 billion.  The funds needed to operate, sustain, and recapitalize these assets exceed $25 billion each year.
Real property assets are essential to the preparation for and successful accomplishment of most Defense missions.  Hence, accurate and timely real property asset data is fundamental to effective management of the assets, and ultimately to military success.  Real property asset data links accountability, regulatory compliance, resource requirements, and decision support.  Access to the data is essential across the Defense enterprise, at all levels.

1.1. Purpose

The primary purpose of this report is to describe a real property inventory that will meet the Department’s future requirements.  The real property accountability function for Defense should meet the following requirements:

· Achieve total asset accountability
· Provide useful data for local real property management

· Provide reliable and timely data and information to higher headquarters for reporting and decision making

· Ensure accessibility to current data to all relevant users

· Eliminate duplication

· Establish and enforce real property data standards department-wide to facilitate data integration and analyses

An earlier study, Assessment of DoD Real Property Information Systems
 summarized the current state of real property inventory information systems this way:

“DoD’s real property information systems, including planned improvements, do not meet DoD’s current and projected analytic and reporting requirements.  Defense real property inventory data is:

· Incompatible across the Defense components

· Inaccessible to key users

· Inaccurate and incomplete, necessitating application of complex and inefficient business rules to use the data.

These shortcomings result in:

· Wasted money as analysts expend excessive resources to produce and obtain usable information

· Inconsistent analyses that undermine credibility inside and outside the Department

· Flawed decisions, based on poor information, producing unintended consequences.”

With a clearly articulated need to improve the Department’s real property inventory, the DUSD(I&E), in conjunction with the BMMP, initiated the Real Property Inventory (RPI) initiative.  This initiative, which addresses the foundation for installations and environment business management activities and decision making, is aligned with and supports the Defense Installations Strategic Plan, the BMMP mission, emerging Federal Real Property Council requirements, and the President’s Management Agenda.

1.2. Scope

Because the focus is on real property asset accountability, this reengineering report concentrated on the information needed to describe the physical, legal, and financial characteristics of real property.  Functional areas such as leasing, network facilities (e.g., utilities), and attributes needed to enable space management were also addressed to improve the overall real property accountability of the Department  A robust analysis of financial management was conducted to address accountability and financial material weaknesses.  This report also recommends several policy changes that will help enable realization of the “To-Be” environment.
This report does not include all the information needed for real property management (real property planning, space management, sustainment, etc.) – however, the recommendations address inventory processes and data that can be directly tied to real property management systems.  When operational, this information environment will help improve overall real property management.

This report does not describe cost, staffing, timing, or phasing for implementing the real property inventory requirements.  The following steps must be taken to complete the functional analysis:
· Develop a new Draft DoD Instruction (DoDI) for RPI and forecasting,

· Revise the DoD Financial Management Regulation to include recommendations from the Accounting Work Group,
· Conduct an Analysis of Alternatives to factor in existing capabilities and the cost of modifications,
· Develop a transition plan for real property inventorying across DoD, and

· Create a Real Property Site Unique Identifier registry to conduct a proof-of-concept.

The outcomes identified in this report may change as other I&E Domain competencies pass through the BPR process.  Efforts at the enterprise level could also have an impact.

1.3. Goals

To guide the way forward, three strategic goals are identified:

· Improve awareness:  Inform real property professionals of the importance of accurate inventories to support planning and programming for future requirements.

· Enhance access:  Provide all potential Defense users real-time access to standardized real property information.

· Optimize resources:  Ensure that resources currently used to transfer and transform data are enhanced or reduced and redirected to improve maintenance and accessibility of data.

This report stresses the use of business requirements instead of regulatory compliance to drive change and improve real property accountability.

2. The Current Environment
With each passing year, more functional communities and Defense Components find it necessary to access real property data.  Until the 1980s, this data primarily supported the base engineering community -- charged with property accountability and facilities maintenance -- and major commands responsible for stationing units and organizations, and providing adequate facilities.  In the late 1980s, the need to use real property inventory data significantly increased with the emergence of new missions for environmental compliance, clean up, pollution prevention, and conservation and preservation, and with the initiation of a series of four rounds of Base Realignment and Closure (BRAC).  The Chief Financial Officers Act of 1990 and the financial accounting requirements established for Defense revolving funds required DoD to formally capitalize and depreciate real property assets.  Several years later, Defense leaders began demanding that budget requirements for facilities programs be developed based on a unit cost approach that uses actual inventory.  This trend continues, with the current Defense-wide effort to document all training ranges and their uses with geo-spatial data.  In addition, Congress has been requesting increasingly detailed information about Defense real property.

It is apparent that the demands placed on real property information will continue to expand.  Federal government and Defense audit activities have increased their scrutiny of real property records.  Most audits and reviews find significant shortcomings with the information. The increased attention has coincided with a significant reduction in Defense resources and staffs, especially at the installation level.  During the past decade of declining budgets, the Services’ priorities have centered on modernizing weapon systems, leaving real property programs relatively under funded across DoD.  Consequently, at the local level, budget cuts have led to a significant reduction in real property management staff with some managers de-emphasizing the maintenance of accurate, up-to-date real property records.

Today, the RPI transactional data for the DoD resides in the inventory systems of the three Military Departments (Army, Navy, and Air Force) and Washington Headquarters Services (WHS).  At the end of the fiscal year (September 30th), each Military Department provides a copy of its data to the Office of the Secretary of Defense (OSD) to update the Facilities Assessments Database (FAD).  Because a lack of standardized data elements among the Services’ native databases still exists, business rules have been developed to normalize the data before inclusion in the FAD.  The data is validated each year and anomalies are reported to the respective service for correction.  Data from the FAD is used to populate a variety of real property resourcing predictive models and is used by OSD for real property analysis.  The data resides on a server within OSD and is available to installations and facilities analysts through a graphic user interface.
The development process for the current FAD is an example of one of the barriers that must be overcome before data can be consolidated to a single data store.  Standardized elements, definitions, business rules, and processes as recommended by this document are necessary.  The data emanating from the services and agencies of the DoD must be collected at a consistent point in the business process, mean the same thing to all parties, and be of value to all levels of the organization.  Such consistency would make data stores or warehouses such as the FAD more useful.

2.1. Regulatory Requirements
U.S. law and DoD regulations and instructions establish real property accountability and financial reporting requirements.
2.1.1 Real Property Accountability
10 United States Code (USC) 2721 directs OSD to maintain records of fixed property and installations on both a quantitative and a monetary basis.  10 USC 2682 places all real property facilities under the jurisdiction of DoD and used by a DoD activity or agency (other than the Military Departments) under the authority of one of the Military Departments.  10 USC 2674 places the Pentagon Reservation under the control of OSD.  WHS operates the Pentagon Reservation and maintains leases in the National Capital Region.  Hence, all Defense real property accountability records (excluding civil works) are maintained by the three Military Departments and by WHS.

DoD has implemented the regulatory inventory requirements via Department of Defense Instruction (DoDI) 4165.14, Inventory of Military Real Property.  This instruction does not contain policy and procedures for real property accountability and for meeting DoD’s immediate financial, programming, and budgeting requirements.   A new DoDI that establishes revised policy will be developed, with procedures based on the real property business re-engineering documented in this report.

Volume 4, Chapter 6, DoD 7000.14-R, Financial Management Regulation (FMR), establishes requirements for physical inventories for Property, Plant, and Equipment (PP&E) and requires DoD Components to inventory general real property at least every 5 years.  Real property Heritage Assets must be inventoried at least every 3 years.  Physical inventories should ensure that real property is:

 At the location identified in the property accountability records or system,

 As described in the property records, and

 In the condition described in the property records.

2.1.2 Financial Reporting and Statement Requirements

In addition to real property accountability, DoD is also required to capitalize and depreciate its real property holdings.  31 USC 3515 requires each executive agency designated by the President to prepare and submit financial statements to the Director of the Office of Management and Budget by 31 March following each fiscal year.  31 USC 3521 further requires the DoD Inspector General to perform an audit of DoD’s financial statement prior to submission to the Comptroller General.  

Volume 4, Chapter 6, DoD FMR details DoD accounting standards and policies to meet its financial statement reporting requirements for PP&E.  General PP&E consists of tangible assets that have an estimated useful life of 2 years or more; are not intended for sale in the ordinary course of operations; are acquired or constructed with the intention of being used or made available for use by an entity; and have an initial acquisition cost, book value or, when applicable, an estimated fair market value that equals or exceeds the current DoD capitalization threshold of $100,000.  General PP&E also includes:

· Assets acquired through capital leases, including leasehold improvements;

· Property owned by the reporting entity even though it may be in the possession of others (e.g., state and local governments, colleges and universities, or contractors);

· Land, other than Stewardship Land
, with an identifiable cost that was specifically acquired for, or connected with, the construction of General PP&E; and

· Land rights (interests and privileges held by an entity on land owned by others) such as leaseholds, easements, water and power rights, diversion rights, submersion rights, rights-of-way, and similar land interests.

Land rights are designated as financially accountable real property.  Current real property databases include, on a consistent basis, only owned real property.  Some leased real property is included, but not consistently.  The new DoDI will direct the inclusion of all land rights.

Volume 4, Chapter 6, DoD FMR also provides rules for financial accounting responsibility for real property.  As noted above, Defense real properties owned by DoD are accounted for by the three Military Departments and WHS; however, ownership alone does not determine financial accountability.  For example, the FMR states, “DoD Components shall only report predominately used General PP&E assets owned by other DoD Components when the cost of those assets, taken as a whole, are material to the predominant user Component’s financial statements.”   Office of the Undersecretary of Defense, Comptroller plans to rescind the “preponderant use” policy in the next version of the FMR.  The following examples illustrate how the current policy is implemented.

· Military Departments – General Fund.  If the Air Force is a tenant on an Army installation and the Air Force is the preponderant user of a building on that installation, the Army should report the building on its financial statements--not the Air Force.  This policy recognizes that the Military Departments routinely use each other’s facilities in the normal course of their missions and that the net effect of this “cross use” is not material to their financial statements.

· Defense Agencies - General Fund.   Defense Agencies that produce financial statements and/or are included in DoD Consolidated Financial Statements generally must recognize and report the facilities used in their operations.  Most facilities used by the Defense Agencies are owned by, or titled to, the Military Departments; however, these facilities are material to the performance of the Defense Agencies’ missions.  As such, these facilities are also material to the Defense Agencies’ financial statements, shall be reported on these statements, and excluded from the financial statements of the Military Departments.

· Working Capital Funds (WCF).   When a WCF activity is the preponderant user of a facility, that activity shall report and depreciate the facility on its annual financial statements.  This requirement exists without regard to whether the activity belongs to a Component.  When a WCF activity is not the preponderant user but funds capital improvements, the WCF activity shall report and depreciate such improvements on their annual financial statements.

· Medical Facilities and Equipment.  The preponderant use policy outlined above does not apply to medical facilities and equipment.  These facilities serve the personnel and families working at, or living near, military installations.  Therefore, the military installation is the preponderant user of the medical facility.  All medical General PP&E equipment and facilities shall be reported on the annual general fund financial statements of the Military Department that owns the nearby installation.

Defense Agencies have always needed to track and account for the facilities they use to monitor their Interservice Support Agreements (ISSAs), manage their space, and track the real property projects they fund.  DoD’s financial accounting responsibilities have intensified the need for all Defense Agencies to track and account for their use of facilities to prepare their financial statements.  In effect, each Defense Agency now has a vested interest in the accuracy of the Military Department’s real property records and has become a “customer” for real property information.  Unfortunately, Defense Agencies do not have direct access to the Military Departments’ real property inventory databases, nor is there a formal reconciliation process that allows a Defense Agency to resolve a discrepancy between the Military Department’s real property inventory data and the Defense Agency’s internal records.

The DoD FMR specifies that depreciation expenses shall be calculated and accumulated using the straight-line method based on the recorded cost less the salvage value, and divided equally among accounting periods during the asset’s useful life.

Finally, DoD FMR also requires that deferred maintenance amounts be reported on annual financial statements for General PP&E real property that have a cost that equals or exceeds the DoD $100,000 capitalization threshold.  To calculate deferred maintenance, federal-wide accounting standards permit the use of Cost Assessment Surveys or Life Cycle Cost Forecasts.

2.2. Requirements Determination for Programming and Budgeting

Up to this point, the focus has been primarily on legally driven regulatory requirements:  accountability and financial reporting.  The emphasis now shifts to uses for real property data that is driven by DoD operational needs.  It is evident that analysts across DoD need to be able to turn data into information that provides for informed decision-making.  Examples of questions include:

· What facilities are in my congressional district/state and what is their value?

· What is the projected (value of) facility inventory through the Program Objective Memorandum (POM) years?

· Where are there excess facilities?
· How old is the physical plant (by category, by organization)?
· In what condition is the physical plant (by category, by organization)?
· Who are the owners or users and for what purpose is the plant used?

· What is the percentage of leased properties to the total inventory?

· What is the average age of the current set of facilities?

· How long can the current facilities last?

· Is the remaining useful life of the inventory increasing or decreasing?

· What investment is required to “hold the line” on aging or lower it by a specified percentage? 

· What is the age profile of a selected facility type or investment category?

One of the primary functions of the Service headquarters and OSD is to develop and justify Defense programs and budgets to obtain the resources required to equip and sustain the military forces.  Adequate facilities are absolutely essential to Defense; however, facility restoration, modernization, and sustainment are often relatively low program and budget priorities compared with modernizing and sustaining weapon systems and training and deploying military forces.  Because of this relatively low priority, real property program and budget analysts must be able to clearly and convincingly convey the impact of policies and resource decisions on the capability of Defense facilities to adequately support Defense requirements.  Decision makers should have the information and tools available to make their resource allocation decisions with a firm understanding of both the short and long-term impacts on the whole Defense “system.”

During the first Quadrennial Defense Review (QDR) in 1997, analysts from the Military Services, Agencies, and OSD, created a consolidated real property database to assess the force structure’s relationship to the real property infrastructure and the related costs for future programming and budgeting.  This effort highlighted the inadequacy of current information and methodologies to meet DoD’s analytic requirements.  Subsequently, OSD has worked with the Service and Defense agency staffs to create a more robust analytic capability.  This report is a part of that effort.

Although OSD has not yet established and enforced effective data standards, the Office of the Deputy Under Secretary of Defense (Installations & Environment) (ODUSD(I&E)) has engaged in preliminary work to prepare for data standardization.  During the QDR, ODUSD(I&E) noted that the unique facility classification systems used by the services could not support accurate analyses at OSD.  In 1998, ODUSD(I&E) worked with the services to create a new classification scheme called Facility Analysis Categories (FACs).  The service-unique category codes have been mapped to the FACs.  The FACs standardized facility types allowing analysts to:

· Answer questions on how many of a particular facility type exists in DoD;

· Share information and compare;

· Develop and evaluate stationing, sustainment, capacity, and recapitalization requirements; and

· Develop relationship to readiness for each category.

ODUSD(I&E) then published a DoD Facilities Cost Factors Handbook (now the DoD Facilities Pricing Guide).  Two cost factors per FAC were identified: one for sustainment and one for construction.  Over 90 percent of the cost factors are based on commercial benchmarks with the sources for each identified in the Handbook.  The cost factors are intended for use at the programmatic level by any DoD organization.

These two initiatives, standardized facility types and commercially benchmarked cost factors, led to the creation of the DoD Facility Sustainment Model (FSM).  FSM projects the costs to sustain all DoD facilities over the Future Years Defense Program.  Before the FAD is used as the feeder system for FSM, its data must be normalized using 80 some business rules and additional data obtained from the Services, Defense Logistics Agency, Tricare Management Activity, and the Department of Defense Education Activity.

The Military Services and Defense Agencies prepare POM exhibits every two years.  These exhibits help DoD during its annual review (called the Program Review) of DoD spending plans.  DoD is attempting to streamline reporting for the Program Review and would like to reduce the burden it places on the Services/Agencies to prepare the POM exhibits; however, not all real property inventory data required to populate the exhibits are reported in DoD inventory systems.  Examples include lease inventory, barracks space and family housing units, fire and emergency service inventory attributes, and utilities information.  Many of these areas require data calls to populate the POM exhibits.  The data elements maintained in the Services’ inventory systems and the proposed DoD consolidated inventory must expand for OSD to produce complete exhibits, conduct comprehensive analysis, and make meaningful decisions from inventory data.
2.2.1 Functional Requirements Using Real Property Inventory Data

Numerous functional areas and organizations within DoD require real property inventory information from all three Military Departments.  In addition to the requirements already described, real property inventory data is required to:

· Facilitate the use, management, and maintenance of real property;

· Enable evaluation of real property assets for planning;

· Identify and justify requirements;

· Develop reimbursement rates and support ISSAs;

· Monitor compliance with laws, rules, and regulations;

· Support information requirements of installation tenants;

· Support capacity analyses;

· Support space management and stationing;

· Conduct “what if” assessments at HQ levels; and

· Support reporting requirements.

Each functional area and organization has a unique set of business requirements for which they develop and use information systems.  Real property data is required, for example, to support environmental, medical, educational, military operational, BRAC, and family housing programs.  No single system related to real property currently serves such a diverse set of requirements.  The accuracy problems documented in the audits and the non-standardization of data among the Military Services create a significant challenge to the Warfighter, Defense Agencies, and functional communities when obtaining and using real property data. 

Managing DoD Real Property is a significant undertaking with significant impacts.  Reliable and on-point information is critical to enable informed decision making by DoD leadership and analysts.  Across DoD, dozens of independent real property inventory systems exist.  These systems are not structured to readily communicate with each other, resulting in inefficiencies in facility management.  Successful real property management depends upon integration at the DoD level and increased collaboration among the various organizations.  Accountability at this level starts with a clearly articulated vision, guiding principles, common practices and processes, and ultimately integrated systems.
Future requirements should be developed using a documented vision to identify appropriate actions to achieve the real property accountability mission.  Based on the proposed recommendations in this report the following describe the “To-Be” conditions needed to advance the real property accountability environment:

· Data is entered once at the authoritative source; no data calls or data movement is required;

· Data records are complete and current with management controls to periodically monitor completeness and accuracy;

· Analysts have real-time DoD-wide access to required data and definitions;

· Analysts at all levels use data from the same data sources;

· Analysts spend less time searching for data and more time performing analyses;

· Real property accountable officers spend less time responding to data requests and more time tending to data quality;

· Real property accountable officers are motivated to maintain complete and accurate records;

· Adaptable information architecture readily supports expansion to accommodate new requirements such as linking to geo-spatial data; and

· Resources across DoD needed to obtain and maintain real property information are significantly reduced.

The current real property inventory environment requires change.  The OSD and Service headquarters analysts and functional users’ communities require access to accurate, up-to-date, standardized real property inventory data as documented in this report.

3. Future Environment

3.1. Background

The Installations & Environment (I&E) Domain partnered with the Military Services, Defense Agencies, and other Business Management Modernization Program (BMMP) Business Domains to transform or reengineer business processes for the inventory of real property.  The goal is the availability of reliable, timely, and useful core real property asset information to support functional analysis and decision-making as well as financial reporting.

The intent of this initiative is to yield core standard data elements, standard definitions, and business rules that focus on the physical, legal, and financial characteristics of all real property under the custody and control of DoD, worldwide.

In FY 2003, the DoD began the reengineering of the real property inventory (RPI) business processes.  Participants representing the Military Services, Defense Agencies, and other Domains identified many core data elements.  Inter-Agency and Cross-Service workgroups were established to continue the analysis and resolution of issues.

In FY 2004, the I&E Domain, working jointly, enhanced this foundation by establishing additional work groups to discuss and resolve issues raised by the Military Services and Defense Agencies.  Specialty focus groups were engaged to address the inventory needs of communities of interest.  Other groups were formed to address a unique identifier for real property, installation versus site definition, attributes of land for RPI, utilities measurement and tracking, accounting issues, leasing, and facility attributes required to enable space management.  Specialty focus groups also identified inventory requirements associated with housing, fire and emergency services, and law enforcement and force protection.  The issues and resolutions from all the work groups are included as attachments to this report.  Output from these groups was used to develop the Business Process Reference Models and a Logical Data Model at attachments G and E respectively.

3.2. Proposed RPI Recommendations

The recommendations of this report are designed to refocus and leverage the resources currently expended on real property inventories to create significantly more value for a wider DoD audience.  The long-term recommendations cannot be achieved, however, without the cooperation of the Military Services, Defense Agencies, and OSD.  The proposed DoD-wide changes to RPI processes and data does not relieve the Military Services and Washington Headquarters Services of their fundamental responsibility to maintain real property inventory records.
3.3. Core Data Elements

A current problem with the systems used by the Military Services and Defense Agencies for the reporting of their respective real property assets is the lack of standardization with respect to the definitions, attributes, business rules, and validation criteria used for real property data.  Therefore, this document recommends the core data elements that are needed in all DoD real property inventory systems (see attachment D for the complete listing of core data elements), and establishes common definitions for each.
3.4. New Concepts and Terms

3.4.1 Installation and Site

The questions “What is an Installation?” and “What is a Site?” were asked at the I&E Workshop Kick-off Meeting held on 12 October 2003.  A standard taxonomy is needed to provide support to federal government (including internal DoD) data requests and Congressional inquiries, as well as to ad hoc efforts such as Base Realignment and Closure.  Currently, the responses provided to different information requests (e.g., number of installations, number of sites, whether an installation can support a certain requirement, etc.) is not always consistent.

The starting point for resolution of the Installation and Site questions was deliberation of the basic concept and broad definitions of parcel, site, and installation.  The group then worked to standardize these definitions specifically for DoD RPI.  The establishment of unique installation, site, and parcel identifiers as well as standard definitions will support the distinct difference between the terms “installation” and “site.”  Today, these two terms have differing meanings based on the discussion at hand.  United States Code Title 10 is a good example of this.  Definitions of installation and site vary from section to section, with each definition tailored to satisfy the subject addressed in that section.  

Standard definitions will allow users DoD-wide to understand installation, site, and parcel when used to identify different elements of the RPI.  This will allow guidance, policy, instructions, and regulations to be written without having to list, define, or provide examples of the terms. 
To fully develop the concepts, data elements, definitions, business rules, and scenarios involving the relationships among land, facilities, sites, and installations were constructed depicting alternative physical conditions.  Business rules and the required data elements (see attachment D) were defined for each scenario to establish standardized reporting procedures for parcels, facilities, sites, and installations.   These scenarios and additional information on installations and sites are presented in attachment A.
3.4.2 Parcel

Land is a major asset category for the DoD and a basic building block for all DoD sites and installations.  The DoD owns or controls nearly 30 million acres of land that must be effectively accounted for and efficiently managed.  The types of land assets in the RPI range from unimproved wilderness areas to central urban developments.  Likewise, the land portfolio reflects a myriad of land uses representing the different missions and requirements of the DoD, Military Services, and Defense Agencies.  As part of the overall Business Transformation effort, specific attention is targeted to identify and define the essential data elements associated with land for inclusion in the RPI.  A goal of this effort is to standardize the definitions, business rules, and reporting of land throughout the DoD and to provide requisite data for land management functions.

Two intermediate goals were to eliminate data duplication and to simplify the RPI processes.  Certain issues and corresponding data needs were believed to be asset management related and not within the scope of the core land RPI data attributes.

Parcels are the unit of land in the RPI.  Parcels are, therefore, the building blocks of land for a site.  The boundaries of the parcels (the metes and bounds or other survey method) will delineate the perimeter of the site.  A stand-alone parcel can be a site; however, if a parcel is not a stand-alone site, it must be assigned to a site.
Two policy changes are required to effectively implement the land provisions of this report.

· Because land parcels form the building blocks of sites, either as a single parcel or a contiguous group of parcels, they must be completely identified.  Land is often inventoried at the aggregate level for each installation rather than at the parcel level.  In the “To-Be” environment, Military Services and Defense Agencies will record land assets by parcel in the inventory.

· Currently the DoD categorizes land through the Facility Analysis Categories (FAC) code and equivalent Service Category Codes (CATCODE).  In the “As-Is” environment, land category codes identify the acquisition method of the land.  Since the core data includes a data element to track acquisition type, the current category codes represent a redundant capability.  The approach for the “To-Be” environment is to align the category codes to document the use of the land.  This will create an additional information track not currently available.  Data could be used to validate land use studies and master planning documents.  To implement this recommendation and adjust the policy, a cross-Service working group should be convened under the auspices of ODUSD (I&E) Installations Requirements and Management Directorate.  The outcome of the working group should be the revised scheme for land FACs and the appropriate mapping to the revised Service CATCODEs.

DoD categorizes facilities as a building, structure, or linear structure under the custody or control of a Service or the Washington Headquarters Services.  Facilities are not assigned to parcels, but are assigned to sites.
Each parcel of land (the building blocks of land) and each facility (building, structure, and linear structure) will be assigned to a site.  One or more parcels or facilities can be assigned to a site; however, each parcel or facility can only be assigned to a single site.  Contiguous parcels must be assigned to a site.  One or more sites may be assigned to any one installation but each can only be assigned to a single installation.  Figure 1 graphically presents the relationship among installations, sites, parcels, and facilities.  For more details on land attributes see attachment A.
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Figure 1:  The Relationships Among Installations, Sites, Parcels, and Facilities

3.4.3 Real Property Unique Identifier

For the I&E Community, enterprise-wide, readily accessible real property information that is accurate and timely will form the nucleus for functions such as property asset accountability, regulatory compliance, resource requirements for infrastructure, and decision support.  In the future or “To Be” environment, DoD real property asset information can no longer be managed as a local, functional, component, or Service “stovepipe” resource.  Tying today’s disparate real property systems and DoD information needs into an enterprise requires a strong linking mechanism.  A unique identifier (UID) readily serves this purpose.  In this case, the Real Property Unique Identifier (RPUID) becomes the key element in the RPI that distinctively and uniquely identifies a parcel of land, a building, structure, linear structure, or other real property improvements in which DoD has a legal interest.  The RPUID will allow related data from across the spectrum of DoD business areas to be linked to specific real property asset records.  The RPUID functions for real property similar to the way in which a social security number functions for an individual.  It remains with the asset from its acquisition, will never be reused, and will be archived to history only when DoD has relinquished its interest in the asset.

A UID by definition must be “unique.” This is the one and only rule that must be inviolate.  There is no requirement for the UID to be either alphabetic or numeric; it can just as easily be alphanumeric.  Similarly, a UID can be derived from existing data, parts of existing data combined with a sequencing scheme, or constructed of new, non-derived sequencing data.  Terminology-wise, an identifier constructed with any existing data in its structure is called an intelligent identifier.  This means that the identifier, or some part of it, has meaning outside the context of its unique identification role.  While there is nothing wrong with using an identifier constructed in this way, it is unsuitable as a “permanent” UID if the existing data used within the UID structure can ever change.  A non-intelligent identifier is similarly defined as an identifier that has no specific meaning, in total or in part, outside its unique identifier role.

The RPIUD Work Team considered the advantages and disadvantages of both the intelligent and non-intelligent identification schemes and concluded that the non-intelligent identification scheme would prove most advantageous.  For more details on this discussion see attachment A.
All real property, both the assets and the sites to which they are linked, will be uniquely identified.  For more details on the RPUID see attachment A.
3.4.4 Inventory of Non-Owned Assets

Acquiring rights to real property not owned by DoD is a standard practice.  The principal rights acquired are the occupancy and use of land or a facility.  Rights to real property not owned by DoD are acquired through one of a number of conveyance types evidenced by a written legal agreement.  A budgetary saving measure within DoD is for each Military Service to reduce excess, non-useable space and to limit the use of leased space.  This is difficult to quantify as not all space used is recorded in the current inventory.  Space occupied by a DoD organization but under the control of another federal department or leased by the General Services Administration (GSA) is not reported in the inventory.  While this is understandable for reporting purposes outside DoD, it hides a percentage of space requirements within DoD.  The lack of visibility impedes proper planning and programming of funds and sub-optimizes the facilities analysis at the installation or even regional level.

The DoD requires much of the same initial data to account for and manage non-owned real property as it does for owned property.  The RPI will be augmented to include additional data elements that reflect the nature of the non-ownership acquisition plus the associated terms and conditions of the DoD’s interest in the property.  The RPI will include the requisite data for managing and administering all non-owned property in which the DoD has an interest as well as performing all accounting functions.

DoDI 4165.14 will be adjusted to include non-owned assets.  A policy should be instituted that states that every item of real property acquired by Military Services, Defense Agencies, or WHS must have a written legal instrument to support its acquisition/use.  For more details on inventory of non-owned assets see attachment A.
3.4.5 Linear Structure Concept

Also to be addressed is the definition of utility systems, pavement systems, railroads, fences, etc. as linear structures (or linear assets) and the segmentation of the linear portion (roads, trackage, and distribution lines [pipe and other] of these linear structures into modules.  

In the “As-Is” environment, the Military Services track most utilities distribution systems as a single inventory record for each installation.  This meets the requirement at the OSD and Military Service headquarters level; however, organizations below that level require further decomposition to effectively manage the real property asset.

There exists the additional complication of identifying the facility assets associated with the complete system.  For example, FAC codes 8111 (Electrical Power Source), 8112 (Stand-By/Emergency Power), 8121 (Electrical Power Distribution Line), and 8131 (Electrical Power Substations and Switching) record the electric utility lines as well as the structures and electrical equipment required to generate, transmit, and distribute electricity. However, FAC code 8910 (Utility Building) should include all the buildings that contain utility equipment and functions.  A heavy user of RPI information may understand how to generate a complete set of building, structure, and utility data, but an intermittent user may find the process complicated.

A Utilities Work Team was formed and assigned the following primary objectives:

· Define unique utility real property assets;

· Standardize measurement and segmentation of utility assets to ensure consistency in the RPI; and

· Determine the specific asset data elements for inclusion in the RPI.

As the Utilities Work Team deliberated, the issues expanded to include other linear structures (roads, railroads, etc.).  The linear assets at each installation are tracked to the same level and share many of the same issues and shortfalls.  Both utilities and linear assets are covered under the 8XXX series of FAC codes.  For the purposes of this document, the term “network facilities” was developed to identify utility systems and other linear real property assets in which DoD has an interest.  These types of assets typically comprise the basic infrastructure of an installation or are part of its general physical plant.  Information required for maintenance, management, and ongoing operations will be created and retained by the users of the data in the Real Property Management System (e.g., Public Works/Civil Engineer) or the accounting and finance department.  The data elements included for the RPI are the fundamental, core inventory data items required for overall asset accountability and real property management for the life cycle of the asset.
Issues that affect the data elements, definitions, and business rules include:

· Inventory of linear structures of the network (e.g., road system, electrical distribution system, water, and sewer systems);

· Inventory of the non-linear portion of the network (e.g., reservoir, water treatment plant, bridge, trestle);

· Segmentation of linear structures to inventory their segments (e.g., pipeline, road, railroad, electrical power line);

· Inventory of nodes (e.g., pumps, valves, switches, transformers); and

· Geo-spatial integration.

For more details on linear structures see attachment A.

3.4.6 Accounting Issues

The DoD RPI serves more than one purpose.  It is both the key product in supporting the effective management of real property by controlling the inventory and it is a feeder system to the DoD core financial system.  The RPI, as a component of an integrated financial infrastructure, is relied on to provide data to core financial and other systems that produce agency consolidated financial statements.  Asset accountability and accurate valuation of capital assets are critical factors in support of the Secretary of Defense high priority initiative to have timely, accurate and reliable financial information for use in making effective management decisions and for achieving favorable audit opinions on DoD financial statements.

Hence, a part of the real property inventory transformational work focused on accounting issues and addressed the current financial management deficiencies in the RPI.  The working team involved in this process identified the “To-Be” inventory business and financial processes, data elements, and revisions to the current policies to enable optimal financial and management reporting.  The proposed “To-Be” resolutions are focused on the achievement of the following goals:

· Provide reliable and timely information for financial reporting and management decision making,

· Minimize duplication and simplify the inventory processes, and

· Address corresponding material weaknesses.

Incorporation of the changes identified in attachment B will enable optimal financial and management reporting that is consistent with the accepted financial policy of the federal government.
3.4.7 Federal Real Property Council

The signing of Executive Order 13327, Federal Real Property Asset Management, on 4 February 2004, enhanced the focus by senior leaders of the federal government on real property management issues.  This Executive Order requires agencies to designate a senior real property officer to oversee federal property assets.  Under the Executive Order, the Office of Management and Budget sponsored the Federal Real Property Council to look at many of the same issues identified in this report.  As a result of these deliberations, GSA will be responsible to maintain a single comprehensive database of real property assets held by executive branch agencies.  The federal agencies have settled on 23 data elements that will be reported to GSA.  The effort defined by this document aligns to 20 of these 23 data elements.  The three data elements listed below are in addition to those previously defined.  Definitions, business rules, and pick list values for all 23 data elements are included in attachment D.
· RPA Utilization Code.   The rate of utilization.

· RPA Mission Dependency Code. The value an asset brings to the performance of the mission as determined by the governing agency.

· RPA Annual Operating Amount.  The annual operating costs of the asset.

3.5. RPI Process

The RPI common business process focuses on core real property execution functions that enable reporting of real property as well as asset accountability and valuation. 

The real property functions within the Real Property Asset Accountability and Valuation Model include:

· Create Initial Asset Record,

· Real Property Purchase,

· Real Property Construction/Restoration/Modernization (CRM),

· Real Property Lease/Ingrants (Operating),

· Real Property Lease/Ingrants (Capital),

· Real Property Outgrants,

· Real Property Physical Inventory,

· Update Asset Record,

· Real Property Disposal, and

· Archive Asset Record.

Accompanying this high-level model are lower-level decompositions for:

· Book or Record Asset (Gain/Loss),

· Create CIP Subsidiary Ledger,
· Record and Manage Revenue,
· Record and Manage Expense,
· Relieve CIP,
· Update Valuation CIP,
· Manage Financial Record of a Sale and Status of Assets,
· Record and Manage Receivable,
· Execute Acquisition Strategy, and
· Monitor and Manage the Program.
These lower level decompositions represent further detail of the real property functions described above.  The Real Property Asset Accountability and Valuation Model (see attachment G) graphically represents the full inventory process.  This model is integrated with the core data elements in attachment D as well as with the data models in attachments E and F.

The following subparagraphs describe the real property functions within the Real Property Asset Accountability and Valuation Model.

3.5.1 Create Initial Asset Record

The Create Initial Asset Record process is based on the execution of a contract/order/real estate instrument for a Real Property Acquisition, or the performance of a physical inventory, that results in the identification of an asset that does not exist in the inventory system.  It contains the basic physical, legal, and financial characteristics of the asset. For Real Property assets, it includes the assignment of a unique identifier.

The “Signed Contract/Order” sequence flow from the Manage Procurement/Sales process triggers the following Create Initial Asset Record processes.

1.  Aggregate Initial Assset Record.  Accumulate existing physical, legal, and financial information into the initial asset record.

2.  Assign/Generate Unique Identifier.  Assign an RPUID to a Real Property asset upon the award of a contract, order, or instrument for actions such as a Real Property Construction, Purchase, Ingrants, or Transfer of an asset.  The RPUID enables total asset visibility and accountability.

3.  Validate Asset Data Elements.  Ensure that asset information correlates to the established data elements in the inventory system.  Verify that the asset information is correct and complete.  Two conditional flows are generated from this process; “Complete” and “Incomplete.”

The “Complete” conditional flow from the Validate Asset Data Elements process illustrates that all the required data elements contain valid and complete data.  This message flows to the Populate Asset Data Elements process.  Once the asset date elements are populated, the creation of the Initial Asset Record is complete.

The “Incomplete” conditional flow illustrates that certain data is entered incorrectly and must be corrected before the creation of the Initial Asset Record is complete.

3a.  Define Asset Data Elements.  Create and define asset data entered incorrectly.

3b.  Define/Validate Asset Data Structure.  Define and validate the data structure for asset data.

3c.  Define/Validate Asset Data Relationships.  Define and validate the relationships between asset data that does not exist in the inventory system.

4.  Populate Asset Data Elements.  Once the asset data is populated, the creation of the Initial Asset Record is complete.

The initial population of the asset record should include information about the acquisition instrument (contract), the project information, the physical address of the asset, the initial configuration (i.e., the FACs as the facility was designed and size/units), as well as the RPUID.

3.5.2 Perform Real Property Purchase

This process starts with an approved acquisition plan.  This plan feeds the Execute Acquisition Strategy process.  For Real Property, this process includes but is not limited to identifying the provider of the asset for purchase, conducting pre-purchase tasks such as appraisals, and other property acquisition and approval tasks.  This process generates a sourced requirement that is used to establish and execute the Purchase Contract “Sales/Contract” in the Manage Procurement/Sales process.  From this process, a sequence flow “Signed Contract/Order” is generated that triggers the creation of an initial asset record for the Real Property Purchase process.  The Create Initial Asset Record process assigns an RPUID to the property.  A message flow “Sales Contract/Order Notification” is also generated to the Non-DoD Source (provider).

The Non-DoD Source provides the Real Property through the message flow “Goods/Asset Tendered and Services Rendered,” which flows into the Monitor and Manage the Program process (this includes Receipt and Acceptance).  Within this process, the Real Property asset is received, inspected, and accepted based on the terms and conditions of the contract.  Upon acceptance of the real property, the asset record is updated through the message flow “Asset Placed in Service Notification.”  The “Acceptance Evidence” message flow generated from the Monitor and Manage the Program process flows into the Record and Manage Payable process.

If the purchase of a Real Property Asset meets the asset capitalization criteria, but does not meet the Construction in Progress (CIP) account criteria (costs for purchases are not accumulated in the CIP account), the purchase cost flows from the decision gateway “Asset Meets CIP Criteria?” to the Book or Record Asset process.  This process posts the asset value/transaction to the General Ledger and sends the “Real Property Asset Value” message to the Update Asset Record process.  The Asset Record process generates depreciation expense information through the message flow “Depreciation/Amortization Expense” that flows to the Record and Manage Expenses process.  Transactions from this process are posted to the General Ledger.

The Monitor and Manage the Program process also generates a flow “Asset Available” into the decision gateway “Real Property Asset.”  The “yes” path indicates that the asset is a Real Property item and is ready for use.  This is represented by the flow “Real Property Placed in Service Notification” which flows to the Real Property Stewardship process.
For purchased property, all data elements of the asset record except those associated with the disposal process should be completed.

3.5.3 Perform Construction/Restoration/Modernization (CRM)

The Perform Construction/Restoration/Modernization (CRM) process incorporates real property construction, restoration, and modernization activities such as engineering and architectural design, scheduling, executing construction tasks, inspection as specified by a contract, updating the Real Property CIP account, and providing associated non-financial transactions.  It uses resources for improving facilities and replacement work to restore facilities damaged by actions such as inadequate sustainment, excessive age, natural disaster, fire, accident, or other causes.  It assists in the alteration of facilities solely to implement new or higher standards (including regulatory changes), to accommodate new functions, or to replace building components that typically last beyond overall service life (such as foundations and structural members).

This process starts with an “Approved Acquisition Plan.”  This plan feeds the Execute Acquisition Strategy process.  A “Valuation Template Request” is generated to the Establish and Update Valuation Conventions process.  This identifies the valuation methodology to be used based on approved policies to capture direct and indirect costs of program assets.  The methodology will consider the type of funding (R&D, procurement, O&M); the type of program costs (direct and indirect); type of assets (capital and expensed); the useful lives of end-items and major components; the costs to be aggregated into the end item cost (e.g., direct labor, government furnished parts); which items are to be valued separately (e.g., support equipment); and whether government furnished material (GFM) is being provided to the contractor.  Once the valuation template is updated, it becomes part of the Execute Acquisition Strategy process through the “Valuation Template Notification” message.

The Execute Acquisition Strategy process generates a “Sourced Requirement,” that is used to establish and execute the Purchase Contract (Sales/Contract) in the Manage Procurement/Sales process.  From this process, a sequence flow “Signed Contract/Order” is generated.  This flow triggers the creation of an Initial Asset Record for the Real Property asset to be constructed.  The Create Initial Asset Record process assigns an RPUID to the property.  The “Sales Contract/Order” flows into a gateway from the Manage Procurement/Sales process before “forking” out to the Perform Construction/Restoration/Modernization process.

A message flow “Contract/Order Award Notification and CIP Request” triggers the Create CIP Subsidiary Ledger process.  The RPUID and the Valuation Template are associated with this process.
During the Construction/Restoration/Modernization process, the message flow, “Government Furnished Materiel Required Request” triggers the provision of materiel and supplies required to perform or complete a construction/restoration/modernization project.  The sequence flow “Goods/Asset Tendered and Services Rendered” from the DoD/Non-DoD User/Source pool represents the GFM.  This flows into the Monitor and Manage the Program process.  Once the GFM is inspected, received, and accepted it is provided to the construction/restoration/ modernization process through the message flow “Asset Available” that flows into the decision gateway “Real Property Asset?”
The “Government Furnished Materiel Provided” message from the gateway flows to the Perform Construction/Restoration/Modernization process.  During this process, the invoices/progress payments, including design costs, are remitted through the “Asset Tendered or Services Rendered” message that flows to the Monitor and Manage the Program process.
Upon acceptance of the service, the “Acceptance Evidence” message flow generated from the Monitor and Manage the Program process flows into the Record and Manage Payable process.  Since the CRM process meets both the Asset Capitalization and Construction in Progress (CIP) criteria, the costs flow from the decision gateway “Asset Meets CIP Criteria?” to the Update Valuation CIP process.  This process posts the CIP information to the General Ledger.  If a Real Property design is not approved for construction within the Future Years Defense Plan upon milestone review, a “CIP Cancellation Notice” is generated from the Monitor and Manage the Program process to the Relieve CIP process.  These design costs are non-capitalized and consequently flow to the Record and Manage Expenses process.  The transactions from this process are posted to the General Ledger.

Upon interim acceptance of an asset, the “Asset Placed in Service Notification” from the Monitor and Manage the Program process triggers an update to the Asset Record and the Relieve CIP processes.  The “Capitalized Cost” flows into the “Book or Record Asset” process that then generates the “Real Property Asset Value” message to the Update Asset Record process.  The Update Asset Record process generates depreciation expense information through the message flow “Depreciation/Amortization Expense.”  This flows to the Record and Manage Expenses Transactions process.  From here, transactions are posted to the General Ledger.
The Monitor and Manage the Program process also generates a flow “Asset Available” into the decision gateway “Real Property Asset?”.  The “yes” path indicates that the asset is a Real Property item, represented by the flow “Real Property Placed in Service Notification.”  This flows to the Real Property Stewardship process.
Upon final acceptance of an asset, the “Asset Placed in Service/Contract Closed Notification” from the Monitor and Manage the Program process triggers an update to the Asset Record through the flow “Asset Placed in Service Notification.”  This triggers the “Relieve CIP” process.  The “Capitalized Cost” for the Real Property asset flows into the “Book or Record Asset” process that generates an “Asset Value” to the Update Asset Record process.  This process generates depreciation expense information through the message flow “Depreciation/Amortization Expense.”  This flows to the Record and Manage Expenses process. Transactions from this process are posted to the General Ledger.
The Monitor and Manage the Program process also generates a flow “Asset Available” into the decision gateway “Real Property Asset?”  The “yes” path indicates that the asset is a Real Property item and is ready for use.  This is represented by the flow “Real Property Placed in Service Notification” which flows to the Real Property Stewardship process.

At the completion of a new footprint construction effort, the data elements not populated initially will be completed, and the data elements populated initially will be reviewed and updated as necessary.  The key characteristics to be populated at this time are the acquisition data (including cost to government), the Placed in Service Date, the user(s) of the facility, and the physical attributes of the facility.

At the completion of a restoration or modernization project, all data elements associated with the project (project number, cost, description, type, Placed in Service Date, funding organization and fund type) will be entered.  If the project changes the physical attributes of the facility, the affected attributes will be updated.

3.5.4 Perform Real Property Lease/Ingrants (Operating)

This process starts with an approved acquisition plan, which feeds the Execute Acquisition Strategy process.  This process generates a sourced requirement that is used to establish and execute the Purchase Contract (Sales/Contract) in the Manage Procurement/Sales process.  From this process, a sequence flow “Signed Contract/Order” is generated that triggers the creation of an initial asset record for the Lease/Ingrant.  The Create Initial Asset Record process generates/assigns an RPUID for the leased property.  The message flow “Sales Contract/Order Notification” is generated to the Non-DoD Source pool (Lessor).
The Lessor provides the lease/ingrant through the message flow, “Goods/Asset Tendered and Services Rendered.”  This flows into the Monitor and Manage the Program process that includes Receipt and Acceptance.  Within this process, the Real Property asset is received, inspected, and accepted.  Upon acceptance of the real property, the Asset Record is updated through the message flow “Asset Placed in Service Notification.”  The acceptance evidence message flow generated from the Monitor and Manage the Program process flows into the Record and Manage Payable process.  This process determines if the lease costs/terms and conditions meet the capitalization criteria.  Operating lease costs flow through the Record and Manage Expense process and the transaction is posted to the General Ledger.

Ongoing lease payments are captured in the model when the Non-DoD source tenders an invoice through the message flow “Goods/Asset Tendered and Services Rendered,” which flows through the Monitor and Manage the Program process. The acceptance evidence generated from this process flows into the Record and Manage Payable process.  This process determines if the lease costs/terms and conditions meet the capitalization criteria. Operating lease costs flow through the Record and Manage Expense process and the transaction is posted to the General Ledger.

For leased/ingranted property all data elements of the asset record, except those associated with the disposal process should be completed.

3.5.5 Perform Real Property Lease/Ingrants (Capital)

The process for capital leases is similar to that for operating leases.  The difference between an operating and capital lease is further defined when the acceptance evidence message is generated from the Monitor and Manage the Program process.  This acceptance evidence flows into the Record and Manage Payable process, which determines if the lease costs/terms and conditions meet the capitalization criteria.  Capital leases meet the capitalization criteria, but do not meet the CIP account criteria, (costs for capital leases are not accumulated in the CIP account).  These costs flow to the Book or Record Asset process that then posts the asset value transaction to the General Ledger and sends a “Real Property Asset Value” message to the Update Asset Record process.  This process generates amortization expense information through the message flow “Depreciation/Amortization Expense” that flows to the Record and Manage Expenses process.  The transactions from this process are posted to the General Ledger.

For leased/ingranted property, all data elements of the asset record, except those associated with the disposal process should be completed.

3.5.6 Perform Real Property Outgrants

The Perform Real Property Outgrants process includes establishing, renewing, or terminating a contract or legal agreement (easement, lease, license, permit, or use agreement) that conveys/authorizes the use of a DoD-managed real property item to either a government agency or private entity for a specified consideration (rent or other remuneration).

This process starts with an “Approved Acquisition Plan” sequence that feeds the Execute Acquisition Strategy process.  For Real Property, this process includes but is not limited to negotiating the terms and conditions of the outgrant and other approval tasks.  The Execute Acquisition Strategy process generates a “Sourced Requirement” that is used to establish and execute a Real Estate Instrument “Sales/Contract” in the Manage Procurement/Sales process.
The “Sales Contract/Order” sequence flows into a gateway before “forking” out to the Perform Real Property Outgrants process.  Upon conveyance/execution of the Outgrant, the conditional flow “Real Property Outgrant Evidence” triggers an update to the Asset Record.  The “Outgrant Executed Notification” message flow is provided to the DoD/Non-DoD user.  The DoD/Non-DoD user remits rent or other remuneration for the use of the real property asset through the “RP Outgrant Payment Received” message.  This flows to the Record and Manage Revenue process, which generates a sequence flow to the Manage and Record Receivable process.  This process posts the Real Property Outgrant transaction to the General Ledger.
Upon completion or termination of an outgrant, the “Goods/Asset Tendered and Services Rendered” message flows into the Monitor and Manage the Program process.  The Real Property is received and accepted, the contract is closed, and the asset record is updated through the “Asset Placed in Service Notification” flow.  The asset is now available for use.  This is represented by the “Asset Available” conditional flow proceeding from the Monitor and Manage the Program process into the decision gateway “Real Property Asset?”.  The “yes” path in this gateway indicates that the asset is a Real Property item and is ready for use.  This is represented by the flow “Real Property Placed in Service Notification” which flows to the Real Property Stewardship process.

For outgranted property, the data elements of the asset record that identify the use and user of the asset should be modified.

3.5.7 Conduct Real Property Physical Inventory

The Conduct Real Property Physical Inventory process verifies the existence, location, quantity, interest, and condition of Real Property assets to ensure accountability and enable accurate valuation.

The “Physical Inventory Required” event, which may be ad-hoc or temporal, triggers the following Conduct Physical Inventory processes.

1.  Count Assets.  Physically count/verify assets to ensure accountability (existence, location, quantity, interest, and condition) and enable accurate valuation.  The physical inventory count is based on an existing inventory control methodology and plan.  During the Count Assets process, if an asset is discovered that does not exist in the inventory, an Initial Asset Record is created through the message flow “Asset Record Does Not Exist.”  The process is then continued.

2.  Aggregate Asset Inventory Count Results.  Accumulate the results of the physical inventory for analysis of variance.

3.  Review Asset Inventory Count Results.  Determine the cause(s) of variances during the execution of a physical inventory.  If the variance is unacceptable based on preset statistical inventory control criteria, a conditional flow “Unacceptable Variance” is sent to the Perform Root Cause Analysis and Reform Inventory Control Procedures process.  If the results of the inventory count are acceptable, a message flow is generated to the Approve Asset Inventory Count Information process.

4.  Perform Root Cause Analysis and Reform Inventory Control Procedures.  Determine the source of and reason for inventory variances resulting from the execution of a physical inventory.  Identify appropriate modifications to the inventory control procedures.

5.  Approve Asset Inventory Count Information.  Results in the acceptance of the physical inventory count by an authorized official.  Once the physical inventory is completed, the asset record is updated through the “Physical Inventory Adjustment” message.

If an asset attribute has changed since the last physical inventory, the appropriate data elements will be updated with the current information.

3.5.8 Update Asset Record (I&E)

The Update Asset Record process updates asset records with information based on a change to the physical or legal aspects of an asset.  For Real Property, this includes but is not limited to actions such as construction/restoration/modernization, demolitions, purchase, transfer, sale, ingrants, outgrants, donations, or exchanges.  The value of the Real Property asset is recorded in the inventory/accountability system upon interim or final acceptance.  Information provided by this system includes but is not limited to valuation information (such as depreciation and amortization), inventory adjustments, asset specifications, asset status, ownership, and other non-financial data.

All attributes of the asset will be reviewed and the appropriate data elements updated with the current information.

3.5.9 Perform Real Property Disposal

The Perform Disposal process includes all activities associated with the final disposition of an asset.  It includes, but is not limited to, reassignment to other DoD entities, transfer to another DoD or Non DoD entity, exchange, donation, loss by disaster, demolition, and sale.

This process starts with the conditional flow “Excess Real Property Declaration” from the Perform Service Installation ESOH Stewardship (Perform RP Outgrants) process into the Perform Real Property Disposal process.  The flow “RP Operation Ceased Notification” updates the asset record upon cessation of Real Property operations or the occurrence of a natural disaster.  Once the disposal method is identified, as represented by the Off-Page Connector “Disposal Method Identified,” the disposal action is planned and sourced through the Execute Acquisition Strategy process.  This process generates a sourced requirement that is used to establish and execute the “Sales Contract/Order” from the Manage Procurement/Sales process.  This message flows into a gateway from the Manage and Procurement/Sales process before “forking” out to the Perform Real Property Disposal process where the identified disposal action is executed.  For a demolition action, the Real Property Installed Equipment is recovered and sent to another entity such as an item or materiel manager within a logistics warehouse/depot.  The demolition service “Goods Tendered/Services Rendered” is then received and accepted.  Because this is a demolition, the costs flow through the Record and Manage Expense process and the transaction is posted to the General Ledger.
Upon acceptance of the disposal action, the asset record is updated through the acceptance message flow, “Real Property Action Accepted.”  The message flow generated from the Monitor and Manage the Program process flows into the Record and Manage Payable process.  This determines if the costs/terms and conditions meet the capitalization criteria.

For donations, transfers, and exchanges, only the asset record is updated.  This is accomplished through the message “Asset Placed in Service Notification.”  For the sale of a Real Property Asset, the message flow “Procurement Evidence” feeds this process, as well as the Manage Financial Record of Sale and Status of the Asset from Monitor process, and the Manage the Program process.  The “Receivable File” conditional flows from the Manage Financial Record of Sale and Status of the Asset process to the Record and Manage Receivable process.  Transactions from this process are posted to the General Ledger.
Furthermore, a conditional flow, “Potential Gain or Loss,” flows from the Manage Financial Record of Sale and Status of the Asset process to the Book or Record Asset (Gain/Loss) process.  If there is a loss from the sale of an asset, the conditional flow “Loss on Sale of Asset” flows to the Record and Manage Expenses process.  Transactions from this process are posted to the General Ledger.  If there is a gain from the sale, the conditional flow “Gain on Sale of Asset” flows to the Record and Manage Revenue process.  This process generates a sequence flow to the Manage and Record Receivable process, which posts the transaction to the General Ledger.

Disposal characteristics will be entered starting with the declaration of excess and estimated disposal data elements.  As the fate of the asset is known, the actual disposal information will be entered accordingly.

3.5.10 Archive Asset Record (I&E)

The Archive Asset Record process stores/flags asset records that are no longer in an active status. These records can be retrieved upon request for future liability issues, reporting, and audit trail purposes. This process is triggered by the message “Asset Records Meet Archive Criteria” from the Update Asset Record process.

Once the asset record is flagged for archive, it will no longer appear on reports that identify DoD assets.

3.5.11 Other Process I&E and Non I&E Definitions

Book or Record Asset (Gain/Loss)

This process posts the amount paid for an asset and the calculated gain to revenue or loss to expense resulting from its disposal.  The asset is either for use in the mission or developed for resale.

Create CIP Subsidiary Ledger

The Create CIP Subsidiary Ledger process establishes a CIP account to accumulate design and construction costs. These costs are associated with an RPUID for the asset.  CIP is an accounting term that refers to the temporary classification of assets that are being built before being placed in service.   Each CIP account may track one to hundreds of items.  Each item may represent the sum of numerous expenses or invoices.  The sum of the individual expenses for an item in the CIP account associated with a RPUID will determine the value of the fixed asset when it is placed into service.

Record and Manage Revenue

This process recognizes and records amounts earned and unearned by the DoD for providing goods and services within a specified accounting period to include reimbursable earnings as supported by legislative actions.  The management of revenue includes the use of application of revenue collections according to treasury regulations.

Record and Manage Expense

This process includes the timely posting to the appropriate accounts, authorized expense transactions, and the cost of assets consumed.  It also includes the cost objects to be used by the organization’s mission within the designated accounting period.  The management of expense includes recognizing the appropriate accruals and deferrals for the accounting period.

Relieve CIP

The Relieve CIP process includes transferring the accumulated balance from the CIP account to the asset account at the time the asset is placed in service.  An interim Transfer and Acceptance of Military Real Property document (DD1354) is signed for the constructed real property assets at the time the facility or improvement to a facility is available for use by DoD.  Title for assets listed on the acceptance form are transferred.  The punch-list of additional work and certificate of occupancy by local authorities are also attached.  Once the final payments are made, claims settled, and the contract closed out, the CIP account will be relieved.  Any balance transferred to the asset account after placing the asset in service should be adjusted for the final payments accumulated in the CIP account.

Update Valuation CIP

The Update Valuation CIP process accumulates construction costs in the CIP account.  For real property assets, the balance will remain in the CIP account until the asset is placed in service.  All costs incurred to bring the asset to a form and location suitable for its intended use are included:  (1) Cost of contract work; (2) Direct cost of labor; (3) Direct cost of materials and supplies; (4) Cost of Supervision, Inspection, and Overhead; (5) Cost of transportation, (6) Cost of handling and storage;  (7) Cost of injuries and damages, (8) Cost of legal and recording fees; (9) Cost of architecture and engineering studies; (10) Cost of facility and site preparation; (11) Cost of installed equipment; (12) Cost of government furnished equipment or material (GFE and GFM); and (13) Cost of donated assets.

Manage Financial Record of a Sale and Status of Assets

This process records the information from a Contract Sale/Order into revenue, receivables, or cash.  It also records the status of assets based on the sale/exchange or disposal of available goods.  The management of financial information related to assets and inventories includes transaction aging and valuing at the start and end of the accounting period in order to arrive at the cost of goods sold.
Record and Manage Receivable
This process recognizes and records a claim to cash or other assets against other entities, either based on legal provisions, such as payment due date, for goods tendered or services rendered and debts due to the DoD, within a specified accounting period.  The management of receivables involves the collection of amounts due, including administrative fees, interest, and penalties.  The process also includes aging, write-offs, and debt adjudication.

Execute Acquisition Strategy

The Execute Acquisition Strategy process executes the critical events that govern the management of a program, to include development, testing, initial production, and life-cycle support.  Contracts will support the acquisition strategy.  The process also supports the identification of the source to satisfy a requirement and preliminary decisions leading to the business process to follow (internal, external, exchange, lease, contract, HR, etc.).  Processes include pre-solicitation notices, draft RFP/RFI, developing new or identifying existing sourcing vehicles, and preparing the requisition.  Asset accountability plays a part in decisions such as lease/buy, GFE/GFP, and matching requirements with known HR capabilities.

Monitor and Manage the Program

This process manages and tracks requisition and subsequent execution of a purchase contract (obligation), modification, contract monitoring, administration, and receipt and acceptance.

3.6. Strategic Alignment with Mission and Goals

The Balanced Scorecard Strategy Map aligns DoD, I&E, and Business Management Modernization Program (BMMP) objectives.  See figure 2.  The objectives link to help DoD managers track progress toward the achievement of an improved facility program and related policy decisions through increased visibility of assets.  The logical connections are as follows.

· Improved Asset Visibility.  Enables better space management and valuation of assets, and facilitates the re-engineering of business processes.  This is consistent with the DoD Balanced Scorecard Framework quadrant entitled, “Future Challenges,” which includes Defining and Developing Transformation Capabilities, and Enabling More Effective Organizations.

· Improved Space Management.  Enables effective use of real property, a side benefit to the business goal.  Likewise, the BMMP objective of “re-engineered business processes” enables the DoD requirements for reduction in information cycle time and business systems cost.  These results are consistent with the DoD Balanced Scorecard Framework quadrant entitled “Operational,” which includes Posturing the DoD for Success, and the Employment of Assets and Processes in a Consistent Way.

· Improved Valuation of Assets.  Responds to the material weaknesses identified in many Inspector General and audit findings.  The BMMP objective “clean audit” enables DoD to maintain better accountability of its real property assets.  This is consistent with the DoD Balanced Scorecard Framework quadrant entitled, “Institutional,” which includes Decision Process Streamlining, Enhanced Financial Management, Quality of Key Facilities, and Better Management of Overhead and Indirect Costs.

· The end result of implementing this strategy includes Improved Operations of Properties and Accountability of Assets and Reduction in Business Systems Cost and Information Cycle Time.  These are consistent with the DoD Balanced Scorecard Objective of “Force Management,” which includes the Maintenance and Enhancement of Workforce Satisfaction, Sustainability of Tempo, and the Reasonableness of Force Cost.
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Figure 2:  Preliminary Balanced Scorecard Strategy Map for Real Property Inventory
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Attachment A. Real Property Legal and Physical Recommendations

A.1 Introduction

The Department of Defense (DoD) holds legal interests in 600,000 real property facilities as well as nearly 30 million acres of land at 4,700 sites
 worldwide.  Altogether, the scope and variety of these assets are unmatched by any other government or private enterprise.  Financially, the plant replacement value of the total real property asset inventory exceeds $650 billion, and the funds needed to operate, sustain, and recapitalize the assets exceed $40 billion each year.  The goal is defense installation assets that are available when and where needed, and with the right capabilities to support current and future mission requirements.

“By establishing the Business Management Modernization Program (BMMP) and accompanying business transformation program office, the Department of Defense made a commitment to remedy its well-documented and frequently publicized financial and business problems.  For this reason, The Secretary of Defense … affirmed business transformation as one of the Department's top ten priorities.”
  As an integral part of this program, the Installations and Environment (I&E) Domain is “…transforming, not just by incorporating best business practices, but also by extending these practices into new, previously unexplored areas.” 
  More, this transformation is not just “…doctrinal innovation, and the employment of technology – it is also about changing our approach to the fundamental business practices and infrastructure “backbone” of the Department of Defense.”

The Real Property Inventory (RPI) is the foundation for business management activities and decision making in the I&E Community.  To develop a common approach and improve accountability for reporting real property assets throughout the DoD and to establish consistent terminology, there is a need for a cross-service business process that will standardize location reporting.  This standardization will have the following benefits:

· Increase reliability and validity of real property asset reporting,

· Eliminate omission of real property assets,

· Eliminate duplicate reporting of real property assets, and

· Provide standard terminology within the DoD to reference real property assets.

The critical data requirements published in the draft Department of Defense Instruction (DoDI) 4165.14 are well documented and have been analyzed in the Assessment of DoD Real Property Information Systems dated 8 August 2001.  These two documents delineate the requirements for buildings and structures.  During deliberations of the Military Service and Defense Agency real property subject matter experts at the Real Property Inventory Workshop held during October 2003, the following RPI areas were identified for improvement:

· Installation and site definitions,

· Inventory attributes of land,

· The concept for uniquely identifying real property across DoD,

· Utilities system reporting,

· Commercial leasing, and

· Inventory attributes required to enable space management.

Work teams comprised of representatives from the Military Services, Defense Agencies, and the Business Transformation Directorate were formed to identify the specific functional/business requirements (rules) and data and information requirements and standards needed to improve each area.  Methodologies and recommendations are included in this attachment.

The draft DoDI 4165.14 and the current Military Service-specific data elements served as the basis for the efforts of the work groups.  The RPI will be augmented to include the additional data elements proposed by the work groups and identified in attachment D.  Business rules were established to answer specific questions and to provide overall guidance about data elements and their inclusion in the RPI.

A.2 Attributes of Land for Real Property Inventory

A.2.1 Background

Land is a major asset category for the DoD and parcels of land are the basic building block for all DoD sites and installations.  The DoD owns or controls nearly 30 million acres of land that must be effectively accounted for and efficiently managed.  The types of land assets in the Real Property Inventory (RPI) range from unimproved wilderness areas to central urban developments.  Likewise, the land portfolio reflects a myriad of land uses representing the different missions and requirements of the DoD Services and Agencies.

As part of the overall Business Transformation effort, specific attention is targeted to identify and define the essential data elements associated with land for inclusion in the RPI.  A goal of this effort is to standardize the definitions and reporting of land throughout the DoD and to provide requisite data for land management functions.

The Attributes of Land Work Group concentrated on defining the unique attributes (specific data elements) required to track land separately from facilities in the RPI.  Two intermediate goals of this effort were to minimize data duplication and to simplify the RPI processes.  Certain issues and corresponding data needs were believed to be asset management related and not within the scope of the core land RPI data attributes.

The Attributes of Land Work Group started with the draft Department of Defense Instruction (DoDI) 4165.14 and the current Service-specific data elements as the initial basis to identify and define the core land RPI data elements and attributes.  The data elements to be included in the RPI were defined by the Work Group as additional elements that are essential to land asset accountability or management.  The lists of data elements were combined and evaluated based on the need for a given data element in the core DoD RPI.  Attributes that include physical, legal, and financial aspects of the real property inventory are addressed in the RPI land data elements, definitions, and business rules.  Data elements related to real property management were not included in the final RPI land data elements list and were deferred for future management-focused consideration.

A.2.2 Land Characteristics

The starting point for the Attributes of Land Work Group was “how to record land.”  To a large extent today, the Installations track land as a single entry in their systems.  The exception to this rule is when certain artificial bounds are encountered such as when an Installation has a land area that crosses state boundaries or has multiple non-contiguous locations.  This level of granularity has the limiting effect of impeding the visibility of some of the legal aspects of the land acquisition.  Installations change in size over time and tracts of land can be added or subtracted to meet the mission.  Deed restrictions and reversionary clauses are examples of attributes of the land that require a greater level of granularity.
The consensus was that DoD should track land based on its acquisition and the restrictions identified for each tract.  The work group settled on parcels as the unit of land in the RPI.  Land parcels, along with facilities, become the building blocks of real property for DoD.  A parcel is a specific area of land whose perimeter is delineated by metes and bounds or other survey methods and is under the command or control of a Military Service or Washington Headquarters Services (WHS).  A parcel is created by a transaction whereby a Military Department or WHS acquires an interest in land, and a legal instrument evidences the interest so acquired.  Additional characteristics about the land parcel that need to be tracked include the following. 

· The legal description of the parcel extracted from the deed or relevant transaction instrument.  Generally, this will consist of a metes and bounds or other survey description if available.

· Whether the land is improved, semi-improved, unimproved or, other.

· Improved land includes areas developed for housing, organized recreation (e.g., golf course, ball fields, etc.), and other building or structure projects.  Vegetation consists primarily of ornamental trees, shrubs, and grasses planted to enhance the aesthetic qualities.  Improved land typically requires regular, and sometimes extensive, maintenance and upkeep.

· Semi-improved lands include areas that are generally located in proximity to runways and test and training sites.  These relatively undeveloped areas are mowed frequently for vegetation, fire, and pest management measures.  The major vegetation components of these areas are native and introduced grasses and annual forbs.  Semi-improved land typically requires less extensive maintenance and upkeep than improved land.

· Unimproved lands comprise areas that are managed as part of the natural environment.  Maintenance and upkeep is minimal or not required at all.

· Situations that do not fit into one of the above categories (e.g., lakes and ponds) fall into the “other” category.

· Restrictions (e.g., falls within the 100 year flood plain) will be associated with each land parcel.

· Whether the land is in a rural or urban area.  Rural areas represent a city, town, or unincorporated area with a population of 50,000 inhabitants or less, other than an urbanized area immediately adjacent to a city, town, or unincorporated area that has a population in excess of 50,000 inhabitants, as specified in 7 U.S.C. 2009.

Core data elements, business rules, and pick list values for land are provided in attachment D.

A.2.3 Policy Changes

Two policy changes are required to effectively implement the land provisions of this report.

· Since land parcels form the building blocks of sites, either as a single parcel or a contiguous group of parcels, they must be completely identified.  Land is often inventoried at the aggregate level for each installation rather than at the parcel level.  In the “To-Be” environment, Services and Agencies record land assets by parcel in the inventory.

· A second issue raised is the current way in which the DoD categorizes land through the Facility Analysis Category (FAC) codes and equivalent Service Category Codes (CATCODE).  In the “As-Is” environment, land category codes identify the acquisition method of the land.  Since the “To-Be” core RPI data includes a data element to track acquisition type, the current category codes represent a redundant capability.  The suggested approach is to align the category codes to document the use of the land.  This will create an additional information track not available today.  Data could be used to validate land use studies and master planning documents.  To implement this recommendation and adjust the policy, a cross-Service work group should be convened under the auspices of the ODUSD (I&E) Installations Requirements and Management Directorate.  The outcome of the work group should be the revised scheme for land FAC codes and the appropriate mapping to the revised Service CATCODEs.

A.3 Installation and Site Definitions

A.3.1 Background

The questions “What is an Installation” and “What is a Site?” were asked at the Installations and Environment (I&E) Workshop Kick-off Meeting held on 12 October 2003.  A standard taxonomy is needed to support federal government (including internal DoD) data requests and Congressional inquiries, as well as ad hoc efforts such as Base Realignment and Closure.  Currently, the information provided to address different requests (e.g., number of installations, number of sites, whether an installation can support a certain requirement, etc.) is not always consistent.

The Installation and Site Work Group initially discussed the basic concept and definition of the terms “installation,” and “site” with a view towards standardization.  Standard definitions will provide DoD-wide users with a common understanding of the terms as they are used to identify different elements of the RPI.  This in turn will allow guidance, policy, instructions, and regulations to be written without having to list, define, or provide examples of the terms.  Standard definitions for these terms (concepts) are as follows.

· Installation. In the broadest terms, an installation is a military base, camp, post, station, yard, center, homeport facility for any ship, or other activity.

· Site.  In the broadest terms a site is a location.  In more focused terms, a site is generally a specific area of land consisting of a parcel or contiguous parcels.

The establishment of standard definitions will stratify the difference between the two terms.  Today, installation and site mean differing things based on the discussion at hand.  United States Code Title 10 is a good example of this.  Definitions for installation and site vary from section to section.  Each definition is tailored to satisfy the subject addressed in that section.  For example, an installation is defined as follows.

· Section 2687 defines an installation as a base, camp, post, station, yard, center, homeport facility for any ship, or other activity under the jurisdiction of the DoD, including any leased facility, which is located within any of the several states, District of Columbia, Commonwealth of Puerto Rico, American Samoa, Virgin Islands, or Guam (excludes civil works areas).

· Section 2391 defines an installation as any private facility producing goods or services pursuant to a defense contract.

Likewise, a site is defined in United States Code Title 10 as follows.

· Section 2710 defines a site as a location that is or was owned, leased to, or otherwise possessed or used by the DoD.  This definition does not include any area or facility that is used for or was permitted for the treatment or disposal of military munitions.  Since Section 2710 deals with Unexploded Ordnance specifically, the definition for site here should not be applied in any other context. 

A.3.2 Installation and Site Characteristics

The work group developed the concepts, data elements, definitions, business rules, and scenarios involving the relationships among land, facilities, sites, and installations.  Figure A-1 presents these relationships.  New data characteristics (beyond that already contained in draft Department of Defense Instruction [DoDI 4165.14]) are also identified.  Descriptive scenarios that portray different possible configurations of sites and installations are depicted in the charts in appendix A-1 of this attachment.






Figure A-1.  The Realtionships Among Installations, Sites, Parcels, and Facilities

The Site Unique Identifier and the Installation Unique Identifier are required as additional elements in the RPI beyond those already identified in draft DoDI 4165.14.  The Installation and Site Work Group also recommended the following standard definitions for installation, site, facility, and parcel.
· Installation.  Base, camp, post, station, yard, center, homeport facility for any ship, or other activity under the jurisdiction of the DoD, including leased facilities or sites at which the Department of Defense is conducting environmental restoration activities.  This term does not include any facility used primarily for civil works, river and harbor projects, flood control projects, or contingency operations.

For real property purposes, “installation” is a single site or a grouping of two or more sites for inventory reporting.  An installation can exist in three possible forms:

· A single site designated as an installation, (e.g., Naval Support Facility Diego Garcia);

· Several non-contiguous or contiguous sites grouped with one of the sites designated as the primary site (e.g., Fort Lee) and other sites as subordinate (satellite) sites; or

· Several contiguous or non-contiguous sites grouped together as a single installation, where no one site is designated as the primary site, (e.g., Army National Guard manages all the sites in a single state as a “virtual” installation.)

Installations represent management organizations with a mission.

· Site.  Physical (geographic) location that is or was owned by, leased to, or otherwise possessed or used by one Military Service or an Agency of the DoD, to include locations under the jurisdiction of the DoD where a hazardous substance has been deposited, stored, disposed of, placed, or otherwise came to be located.

A site may exist in one of three forms.

· Land only, where there are no facilities present and where the land consists of either a single parcel or two or more contiguous parcels.

· Facility or facilities only, where the underlying land is neither owned nor controlled by the government.  A stand-alone facility can be a site.  If a facility is not a stand-alone facility, it must be assigned to a site.

· Land and all the facilities thereon, where the land consists of either a single parcel or two or more contiguous parcels.

A site is the sum of all real property at a specific location.
· Facility.  A building, structure, or linear structure under the custody or control of a Service or the Washington Headquarters Services.

· Parcel.  A parcel is a specific area of land whose perimeter is delineated by metes and bounds or other survey methods.

Both parcels and facilities are linked to sites.

A complete set of core data elements (attributes), business rules, and pick list values are provided in attachment D.

The Installation and Site Work Group also defined the site decision rules that delineate single or multiple sites under alternative physical conditions.  This could include, for example, a state or municipal owned road that traverses an area of the installation.  The consensus business rule defines such an area as a single site if the installation retains ownership of the land under the road.  However, if the road and the right-of-way along the road are owned by a party other than DoD, then this would be two sites since contiguous ownership no longer exists.  Similarly, the work group created site decision rules for a number of other possible and existing scenarios described in appendix A-1 of this attachment entitled, “Land Area Scenarios and Business Rules Defining Sites.”

A.3.3 Policy Changes

The internal policy changes required to effectively implement the provisions of this installation and site effort are as follows:

· An Installation Unique Identifier and a Site Unique Identifier will identify each installation and site;

· All facilities and/or parcels must be aggregated into sites; and

· Services will track real property by installation, site, parcel, and facility.

A.4 Concept for Uniquely Identifying Real Property

A.4.1 Background and Research Findings

For the Installations and Environment (I&E) Community, enterprise-wide, readily accessible real property information that is accurate and timely will form the nucleus for functions such as property asset accountability, regulatory compliance, resource requirements for infrastructure, and decision support.  In the future or “To-Be” world, DoD real property asset information can no longer be managed as a local, functional, component, or Service “stovepipe” resource.
Tying today’s disparate real property systems and DoD information needs into an enterprise requires a strong linking mechanism.  A unique identifier (UID) readily serves this purpose.  In this case, the Real Property Unique Identifier (RPUID) becomes the key element in the real property inventory that distinctively and uniquely identifies a parcel of land, a building, or other real property improvements in which the Department of Defense (DoD) has a legal interest.  The RPUID allows related data from across the spectrum of DoD business areas to be linked to specific real property asset records.  The RPUID functions for real property similar to the way in which a social security number functions for an individual.  The RPUID remains with the asset from its acquisition.  It will never be reused and will be archived only when DoD has relinquished its interest in the asset.

A unique identifier by definition must be “unique.”  It cannot be duplicated.  This is the single inviolate rule.  There is no requirement for the UID to be either alphabetic or numeric; it can just as easily be alphanumeric.  Similarly, a UID can be derived from existing data, parts of existing data mated with some sequencing scheme, or constructed totally of new, non-derived sequencing data.  Terminology-wise, an identifier constructed with any existing data in its structure is called an intelligent identifier.  This means that the identifier, or at least some part of it, has meaning outside the context of its unique identification role.  While there is nothing wrong with using an identifier constructed like this, it is unsuitable as a “permanent” UID if the existing data used within the UID structure can ever change.  A non-intelligent identifier is similarly defined as an identifier that has no specific meaning, in total or in part, outside of its UID role.

The RPIUD Work Group considered the advantages and disadvantages of both the intelligent and non-intelligent identification schemes.  The group found that many organizations and corporations that have implemented UIDs used an intelligent identifier.  However, discussions and lessons learned during the research phase led the work group to determine that a non-intelligent identifier would prove most advantageous to DoD.  The rationale is further developed in the following examples.

1. Intelligent identifier examples

Federal Information Processing Standards (FIPS) Codes.   FIPS Publication 6-4 lists codes for counties and equivalent entities of the United States. These codes are assigned sequentially within a state, so that counties and other geopolitical units are always alphabetized within a state.  When county names change, or a county is divided into more than one county, the numbers assigned to several counties can change whenever there is a need to re‑alphabetize.  This has resulted in the need to change data within information systems.

Environmental Protection Agency (EPA) Facility Identification Codes.  At one time, the EPA created a facility identification code by combining the U.S. Postal Service state code with the Data Universal Numbering System (DUNS) number for a facility.  However, about 65 percent of the facilities regulated and monitored by the EPA are not businesses to which DUNS numbers have been assigned.  In addition, the EPA’s objective is to uniquely identify a facility at a location, regardless of ownership.  The DUNS number is assigned to a business based on ownership.  The facility DUNS number changes as ownership changes.  These types of issues resulted in this methodology for creating a facility identification code to be deemed inappropriate for EPA usage.  EPA now uses a non-intelligent methodology to create the necessary codes.

2. Non-Intelligent identifier examples

Social Security Number.  The number is permanently assigned to an individual and identifies that individual regardless of his or her residence, place of employment, or any other characteristic. 

DUNS Number.  DUNS numbers are assigned and maintained by Dun and Bradstreet to uniquely identify business establishments.  The DUNS number is recognized worldwide as a business identification standard.  Over 14 million DUNS numbers have been assigned in the U.S. and over 9 million outside the U.S.

It is clear that a non-intelligent type identifier scheme will better support the I&E Domain real property asset management needs with a permanent identifier.  It will not change over time as the characteristics of the asset changes and will uniquely identify that asset for the duration of its useful life and into historical archiving.  While this schema does not require the identifier to be alphabetic, numeric, or alphanumeric, a numeric integer “number” uses less storage space than corresponding alpha based “character” data.  Therefore, the best alternative for the RPUID is a numeric, non-intelligent sequencing scheme.  Once assigned, the RPUID number will be permanently tied to that specific asset.
A.4.2 RPUID Business Characteristics

The DoD will use the RPUID to permanently and uniquely identify all real property assets in which it has an interest.  The following business rules define how the RPUID is used, when it is created, and specifics associated with non-owned property.

The RPUID:

· Is assigned to all real property assets (parcels, buildings, structures, and linear structures) in which DoD has an interest;

· Does not replace any of the commonly used identifiers currently in existence, such as facility number or building name;

· Is assigned to the real property asset, not to the owner or the installation since the owner and installation may change over time;

· Is not based on the characteristics of the asset and does not change when criteria of assignment or the attributes of the real property asset changes;

· Remains a part of the real property asset for the life of the asset and is archived with the asset record at the time the DoD relinquishes its interest; 

· Is the key element that will allow DoD to track financial and physical changes of the real property assets over the asset’s life cycle and beyond; and

· May be assigned when:

· An acquisition contract (land purchase, construction, or design-build effort), is awarded;

· Ownership of an asset is initially transferred to the DoD;

· An in-leasing contract is awarded;

· An asset is permitted from another government agency;

· A license agreement is executed;

· A Status of Forces Agreement is negotiated and signed; or

· An easement is negotiated and signed.

· Expansion (or contraction) of a facility or leased space does not require a new RPUID.  Although the attributes will change, the RPUID remains the same.
· A gap in time of a lease will require a new RPUID assignment.  An example of a gap in time of use could be a lease expiration and re-acquisition after a period of time rather than an option being exercised upon termination of the original duration.
· A single lease or occupancy agreement that includes multiple buildings requires an RPUID to be assigned to each property.
A.4.3 Procedures for Assigning and Maintaining an RPUID

RPUID procedures will be in accordance with the following business rules.

· The RPUID registry will be maintained at OSD.  RPUIDs will be assigned programmatically using technology to remove human error.

· Central control of the registry system prevents duplication of RPUIDs.

· A history of ownership is modified if ownership of the real property asset changes; however, the RPUID remains the same.

· New asset RPUIDs will be created to identify a real property asset not previously identified within the DoD.

· A RPUID is never duplicated or re-used.

· Access to the RPUID and core data that identify a facility will be accessible to other DoD systems for use and sharing of information.

A.4.4 RPUID Data Characteristics

Each RPUID is a unique integer in the range 1 to 1X1017.  At creation, the web based system-generated non-intelligent identifier will be validated and cross-referenced to prevent duplication.  This integer assignment range can provide 100 quadrillion RPUIDs.  Despite unforeseeable factors, this range of values is anticipated to be adequate for at least 75 years.
No spaces, hyphens, or other edit characters will be used in the RPUID.  It will be created and maintained solely as an integer value.

A RPUID can be referenced in a parent-child relationship to other RPUIDs for related subsets of assets, as needed for data linkages.  Multiple land parcels and/or facilities might be referenced to a site.

The RPUID is an integer value and will not be constructed as parent and child where the child is given a suffix number to the parent RPUID, (e.g., 111111111111316946 as parent, and 000000000000316946.01 as child).  Any child relationship will also be an integer value that can be linked to the parent as shown in table A-1 in tabular format.  

Table A-1: Parent Child Linkages

	Parent Real Property Unique Identifier (RPUID)
	Network System
	Child RPUID
	Network System Component

	111111111111316946
	Water
	111111111111110017
	Water Tower

	111111111111316946
	Water
	111111111111100009
	Intake Pipe

	111111111111316946
	Water
	111111111111110204
	Water Treatment Facility

	111111111111316946
	Water
	111111111111120220
	Distribution Line


A.4.5 Application of the RPUID

RPUID Usage Examples

The following examples show how the RPUID is handled when land and facility assets change over the life of the asset.

Land

· Acquisition.  If additional land (contiguous or non-contiguous) is acquired, this will constitute a new parcel requiring a new real property asset record with an RPUID.  If land is transferred to another installation, the land parcel will retain its original RPUID; however, its relationship (using the parent-child relationship) will change to a new site associated with the acquiring installation.

· Renovation.  Land is not renovated.  An improvement to land may be for example, fill, trees, grading, or a berm.  The RPUID will not change.
· Expansion.  See Acquisition.

· Disposal.
Full:   When the disposal action for an entire parcel is completed, its real property asset record, RPUID, and associated information will be archived when DoD relinquishes its interest.

Partial:  When a disposal action only affects a portion of a parcel, the remaining part of the parcel will retain the existing RPUID; however, the real property asset record attributes will change.  The part of the parcel disposed of will require a new real property asset record with a new RPUID.  The real property asset record and RPUID for the part of the parcel disposed of will be archived when DoD relinquishes its interest.

Facilities: Buildings, Structures, and Utilities

· Acquisition.  If a new facility is constructed or acquired, a new real property asset record will be created and a new RPUID will be assigned when the construction contract is signed.  

· Renovation. If a facility is partially or totally renovated, the original RPUID will still apply; however, the real property asset record attributes will change.

· Expansion. If a facility is expanded, the original RPUID will still apply; however, the real property asset record attributes will change.

· Disposal.
Full:  When the disposal action for an entire facility is completed, the real property asset record and RPUID will be archived when DoD relinquishes its interest.

Partial:  When a disposal action only affects a portion of an existing facility, the remaining part of the facility will retain the existing RPUID and the real property asset record attributes will change.  The part of the facility disposed of will have the cost of disposal, physical attributes, and date associated with the disposal action documented in the disposal section of the real property record.
A.4.6 Proposed Policy Changes

An RPUID will be assigned for all real property assets to enable tracking information unique to the real property asset regardless of whether the information is legal, physical, or financial in nature.

The RPUID is created when the DoD acquires legal interest in the real property asset.

An RPUID will be assigned to all existing real property assets that are under the custody and control of the DoD.

The RPUID and associated real property asset information will be archived when DoD relinquishes legal interest.

A.5 Network Facilities

A.5.1 Background

A complete utility system includes many different components.  For example, an electric power system has three major capabilities: generation, transmission, and distribution.  In the current “As-Is” environment, the Military Services track most utilities distribution systems as a single inventory record; however, consistency tracking the complete system is lacking.  For example, FAC codes 8111 (Electrical Power Source), 8112 (Stand-By/Emergency Power), 8121 (Electrical Power Distribution Line), and 8131 (Electrical Power Substations and Switching) record the electric utility lines as well as the structures and subsequent electrical equipment required to generate, transmit, and distribute electricity.  FAC code 8910 (Utility Building) includes all buildings that contain utility equipment and functions.  While an intensive user of RPI information may understand how to generate a system view of utility data, an intermittent user may find it complicated.  The need to identify all facility assets associated with the complete system exists in order to effectively manage the real property assets.

The primary objectives of the Network Facilities Work Group are as follows:

· Develop a process and procedure to clearly identify all parts of a network facility system (e.g., a potable water system, a road system, and a railroad system) on an installation;

· Standardize measurement and segmentation of linear structures to ensure consistency in the RPI; and

· Determine the specific asset data elements for inclusion in the RPI.

Issues that affect the data and business characteristics include:

· Inventorying linear structures (e.g., road system, electrical distribution system, and water and sewer systems);

· Inventorying the non-linear facilities (e.g., reservoir, water treatment plant, bridge, trestle) of the network facility system;

· Segmenting linear structures to inventory their segments (e.g., pipeline, road, railroad, and electrical power line);

· Inventorying nodes (e.g., pumps, valves, switches, and transformers); and

· Providing for geo-spatial integration.

The utilities issues expanded to include other linear structures (roads, railroads, etc.).  For the purposes of this report, the term “network facilities” includes utility systems and other linear real property assets in which DoD has an interest.  These types of assets typically comprise the basic infrastructure of an installation or are part of its general physical plant.  Information required for maintenance, management, and ongoing operations will be created and retained by the users of that data in the Real Property Management System (e.g., Public Works (PW)/Civil Engineer (CE)), or the accounting and finance department).  The data elements included for the RPI are the fundamental, core inventory data items required for overall asset accountability and real property management for the life cycle of the asset.

A.5.2 Network Facilities Characteristics

Per Joint Publication 1-02 “Dictionary of Military and Associated Terms,” a facility is defined as a real property entity that consists of one or more of the following: a building, a structure, a utility system, pavement, and/or underlying land.  This could also mean a real property entity consisting of one or more of the following: a building, a structure, a utility system, a linear structure (defined below), or underlying land.

Network facilities are complete “systems” or compound assets comprised of linear structures, buildings, and structures.  The road network, water/sewage system, or electrical distribution system on an installation is comprised of linear and non-linear real property assets.

· The roads, rail lines, water and sewer pipes, fences, trails, taxiways, and other networks that are part of “systems” that traverse installations (via pipelines, wires, cables, or rails, etc.).  This could also be stated as distribution facilities that deliver a common service or commodity to one or more real property asset(s).  These linear structures will continue to be inventoried as a whole; however, segments (the piece of linear structure between two breakpoints) will be delineated by identifiable nodes or breakpoints.  A segment, also called a module, is defined as a discrete portion of a linear structure between two identifiable nodes.  A node is a logical breakpoint feature (e.g., substation, pole, tower, crossing, road intersection, major pump, etc.) of a linear structure.  The segments will be identified as modules in the RPI.  See figure A-2 for an example.

· Buildings and structures within the utility or other network system occupy discrete “footprints” or fixed locations.  This could include a pump station for a water system or a bridge on either a rail or road system.  These types of facilities typically establish the node or breakpoint that splits linear structures into segments.  Buildings and structures create a footprint that is located only on a single site.

· Each real property asset within the system will be linked to the complete system by the asset type code (L- land or F – facility), the facility type code (B – building, S – structure, or LS – linear structure), and asset subtype code (e.g., EL- electrical generation and distribution, NG – natural gas, etc.).

The network facility will be assigned an RPUID and each linear structure (total distribution system), non-linear building, and structure will be assigned an RPUID for identification, tracking, and inventorying within the RPI.  Segments will not be assigned an RPUID but will be labeled as Module 1 through Module X.  See figure A-2 for an example.

The term “Network Facilities” includes utilities and other linear-type real property assets in which DoD has an interest.  These assets are also a part of the basic infrastructure of an installation or are part of the installation’s general physical plant.  Every utility (e.g., acetylene and ice plants) is not a network facility and every network facility (e.g., railroad and roads and streets) is not a utility.  The utility systems and other linear type facilities considered in this document include:

· Bulk Liquid Fuel Facilities;

· Communication Lines;

· Electricity (Power);

· Heating;

· Sewer;

· Water;

· Roads;

· Railroads;

· Ground Improvement Structure (e.g., fence, wall, and storm drainage); and

· Miscellaneous Utilities.

To properly inventory linear structures, they must be segmented into distinct lengths or modules.  A module is therefore defined as a discrete portion of a linear structure between two identifiable nodes.  If no such features are present, the facility should be artificially segmented by a designated amount of linear feet for the convenience of the real property manager.  Table A-2 shows a proposed designated amount for artificial linear structure segmentation if no identifiable node is present.
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Figure A- 2: Relationship between Node and Segment

Segmenting the linear structure allows defined units or lengths of the facility to be identified in the inventory, an important element in not only tracking existing assets but also their general characteristics.  Segmentation also follows industry best practices.  Part of the process of developing segments is accurately identifying nodes (physical and discrete items such as pumps, poles, manholes, substations, etc.).  The relationships between the network facility and its components are shown in figure A-3 for a potable water system.
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Figure A-3: Example - Components of a Specific Network Facility

An example of segmentation of a network facility is described more fully in the following paragraph and is shown in figure A-4 for a railroad.

A.5.3 Segmentation

Railroads are part of an installation’s physical plant and transportation infrastructure but are not generally considered to be a utility.  Nevertheless, railroads create a linear footprint or network across one or more sites that comprise the installation.  In order to properly inventory all the rail assets, the rail line will be segmented by identifiable nodes, as described below.  Each segment will be delineated as a length of rail line between the two breakpoints.  This will include the set of parallel rails, the crossties, spikes, and signage.

The segmentation will be based on the following breakpoints or nodes:

· Switches;

· Crossings;

· Type of rail;

· Signals;

· Bridges/trestles;

· Yards/terminals;

· Site or installation boundary; and

· If a section of track equals one-half mile without a switch, crossing, signal, or bridge/trestle, yard, terminal or any other identifiable feature, then the half-mile segment will be artificially delineated as a module.
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Figure A-4: Railroad Segments (Seg) Example

This example includes a railroad track (with spurs, sidings, and a crossing) located on a single site.  Although not shown in the example, the railroad track will also have signals and switches.  The track is divided into eight segments or modules.  These eight segments are linked to the site where the individual segments cross.  As can be seen from this example, segmentation provides an easy way for real property management personnel to identify exactly what portions of a railroad (spur, siding, main track) require sustainment, restoration, or modernization and which are rated for the transportation of hazardous materials.  Segmentation will also allow the tracking of sustainment, restoration, and modernization costs at a more granular level.  The segments shown in figure A-4 are described below.

· Seg 1 or Module 1 is the stretch of track from where it enters the site until the first spur (includes switch).

· Seg 2 or Module 2 is the spur until it reaches the siding (includes switch).

· Seg 3 or Module 3 is the siding off of the first spur.

· Seg 4 or Module 4 is the section of track from the first spur until it reaches the road crossing.  The total length of this segment will include the crossing.  If the crossing was actually a bridge or trestle, the bridge or trestle would be considered a non-linear asset that is part of the network facility.  The bridge or trestle would have an assigned RPUID and its characteristics would be inventoried as data elements for the bridge.

· Seg 5 or Module 5 is the section of track from the crossing until it reaches the second spur.

· Seg 6 or Module 6 is the second spur.

· Seg 7 or Module 7 is the second siding.

· Seg 8 or Module 8 is the section of track from the second spur to the site boundary.

A potable water system is part of the key infrastructure of every installation’s physical plant.  The potable water system is normally comprised of buildings, structures and linear structures across one or more sites that comprise the installation.  In order to properly inventory all the linear assets, the water distribution pipe will be segmented by identifiable nodes, as described below.  Each segment will be delineated as a length of distribution pipe between the two breakpoints.  This can include reservoirs, wells, distribution pipes, treatment plants, pumps, and storage tanks.
Figure A-5 shows a potable water distribution system (network facility).
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Figure A-5 Potable Water Network Facility Segments (Seg) Example

The system is divided into three segments. Each segment is assigned and tracked as a module of the asset record and four nodes.  These seven components are described below.

· Node 1 is the water reservoir located on the installation.

· Seg 1 or Module 1 is the length of distribution pipeline (Intake Pipe) from the point of intake to the water treatment facility.

· Node 2 is the water treatment plant.

· Seg 2 or Module 2 is the length of distribution pipeline (Distribution Pipe) from the water treatment facility to a major pump.

· Node 3 is a major pump.

· Seg 3 or Module 3 is the length of distribution pipeline (Distribution Pipe) from the major pump to the point where it is tied into the building’s potable water distribution system.

· Node 4 is the building.

The definitions listed below identify the types of assets to be inventoried.

In the absence of natural breakpoints, basic guidance is provided to provide a convenient start and stop point for a module.  This guidance is intended to be flexible and relies on common sense implementation.  For example, if an electrical distribution line has reached 1,000 LF from the start point and another breakpoint (node) is only another 300 LF away, common sense would dictate that the module will be 1,300 LF versus having two modules, one 1,000 LF in length and the other 300 LF in length.
Table A- 2: Artificial Linear Structure Segmentation (Not All Inclusive)

	Linear Structure
	Segmentation Amount

	Steam Lines
	1,000 LF

	Electrical Lines
	1,000 LF

	Water Lines, Potable, Non-Potable, and Fire
	1,000 LF

	Sewage and Storm Drainage Lines
	1,000 LF

	Fence
	1,000 LF

	Wall
	1,000 LF

	Petroleum, Oil and Lubricant (POL) Lines
	1,000 LF

	Natural Gas Lines
	1,000 LF

	Communication Lines
	1,000 LF

	Tunnel
	1,000 LF

	Airfield Runways
	1,000 LF

	Road/Street
	1,050 LF (.2 MI)

	Railroad
	2,640 LF (.5 MI)


The following examples depict how segmentation is handled in linear structures that are expanded, renovated, or disposed.
1. Expansion.  If a segment is expanded and the expansion does not create another segment based on the rules above, then the old Seg X module will still apply and the attributes will be updated.  If a new segment is required due to this expansion, it will be assigned its own Seg X module.  See figure A-6.
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Figure A-6:  Segmentation in an Expanded Linear Structure

2. Renovation. Either an entire or a partial segment may be renovated.  See figure A-7.

a. If a renovation involves all or part of a single segment, the affected segment’s data attributes will be adjusted accordingly in the RPI.  The RPI will have the capability for many such entries over the life cycle of the system.

b. If a renovation project affects multiple segments, each segment will maintain its Seg X module number.  The replacement date and amount of segment replaced will be entered into the appropriate real property asset record as an update to its attributes.
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Figure A-7:  Segmentation in a Renovated Linear Structure

3. Disposal.  If a segment or group of segments is disposed of, the Seg X module(s) and attributes of the module(s) will be updated.  This also applies to partial segment disposal.
New characteristics need to be added to enable the network facilities concept.  Identification of these characteristics would include the following:

· Codes that identify the type of network facility the assets comprise (e.g., “EL” for electrical system, “RR” for railroad, “PW” for potable water treatment and distribution).

· Seg X module number to identify the discrete portion of a linear structure between two identifiable nodes.

· Whether the segment of the linear structure is above or below the surface (ground or water).

· Whether the segment meets regulatory standards to transport (pipeline, railroad, etc.) hazardous materials.  An example of this is 131-pound railroad trackage.

· The supplier type (commercial; federal, state, or local government; or public utility) of the common service or commodity to which the network facility is connected.
A.5.4 Procedure Changes

Currently, the linear structures, structures, and buildings associated with a complete utility system are not accounted for as a total system.  Other linear structures such as roads, railroads, etc., are inventoried and accounted for in the same way.  The implementation of the network facilities concepts proposed in this report will require the following procedure changes to allow the total system to be easily identified in the RPI.

· Network facilities will be identified through the Asset Type Code (L- land and F – facility), Facility Type Code (B – building, LS – linear structure and S – structure) and Network Facility Type Code (e.g., EL- electrical generation and distribution, NG – natural gas, RR – railroads, etc.).

· Network facilities must also be identified by their individual components (buildings, structures, and linear structures).

· Each linear component should be broken down into segments based on implementation guidance.

A.6 Non-Owned Real Property

A.6.1 Background

Acquiring rights to real property not owned by DoD is a standard practice.  The principal rights acquired are the occupancy and use of land or a facility.  Rights to real property not owned by DoD are acquired through one of a number of conveyance types evidenced by a written legal agreement.  Although General Services Administration (GSA) is typically the government source for the definition of each type of conveyance (see Public Building Service (PBS)/GSA Companion Document, Chapter 3), each Service also has developed its own definitions.  A standardized real property reporting system will require common definitions and interpretations of each conveyance vehicle.  The conveyances included in this document and the recommended definitions are as follows.

· Commercial Leases.  A written agreement that conveys a possessory interest in real property, usually exclusive, for a period of time for a specified consideration.  This is a grant instrument type.

· Permits.  Authority granted by another federal government agency to perform a specified act or series of acts on the permitor’s property without acquiring any estate.  This also authorizes an act that would in other circumstances constitute a trespass.  This is a grant instrument type.
· Licenses.  Authority granted by another individual, organization, corporation, or non- federal governmental entity to perform a specified act or series of acts on the licensor’s property without acquiring an estate. This also authorizes an act that would in other circumstances constitute a trespass.  Use is not exclusive.  This is a grant instrument type.
· Easements.  A legal right to use real property for a specific purpose.  An easement can be a positive, the right to do something on another’s property; or a negative, the right to prevent an owner of the property from doing something, e.g., limiting the height of construction so as to provide an unobstructed view.
· Rights of entry. A right to go upon the real property of another for a short duration for specified purposes.

· Status of Forces Agreement. A written agreement with a foreign government that may convey a possessory interest in real property in a foreign country, usually exclusive, for a period of time for a specified consideration.
· Occupancy Agreements. Real property assignments from GSA to DoD Components for a possessory interest in real property for a period of time for a specified consideration.  This helps define the specific real property instrument used by GSA when space is provided to DoD for its use.

The DoD requires much of the same initial data to account for and manage non-owned real property as it does for owned property.  The Real Property Inventory (RPI) will be augmented to include additional data elements that reflect the nature of the non-ownership acquisition plus the associated terms and conditions of the DoD’s interest in the property.  The RPI will include the requisite data for managing and administering all non-owned property in which the DoD has an interest as well as performing all accounting functions.

For simplification purposes within this document, the term “grant” (or “grants”) is used generically to reflect any type of non-ownership interest in real property unless the discussion is pertinent to commercial leases only.  Although the specific form of conveyance may differ legally or administratively, the same fundamental data elements and business rules apply for RPI purposes regardless of the type of conveyance.  Leases are a specific type of real estate contract and are categorized for accounting and budgeting purposes, for example, as either operating or capital leases.  Both categories of lease are included in this discussion.  Each of the other conveyance types of non-ownership rights to real property represents a legal agreement that may be simple or complex in coverage and context.  These transactions may include the following common components.
· The rights of use and occupancy granted by the space provider to the space user or customer.

· Whether or not consideration is paid and if so it may be comprised of several component parts.
· Specific start and end dates denoting agreement duration.

· Standard terms and conditions with varying specific requirements.

· The GSA categorizes lease provisions for the acquisition of a leasehold interest as follows:

· Definitions and general clauses,

· Performance,

· Inspection,

· Payment,

· Standards of conduct,

· Adjustments,

· Audits,

· Disputes,

· Labor standards, and

· Subcontracting.

The Leasing Work Group identified the DoD-standard data elements to facilitate grant accountability and to address associated issues with appropriate business rules to achieve full acceptance of those standard elements.  The scope included in-grants of real property from any source external to DoD.

The purpose of this effort was to address the RPI issues surrounding non-owned real property, including issues regarding the financial accounting of non-owned real property.  Resolution of the key issues resulted in the recommended data and business characteristics described below.

A.6.2 Grant Data Characteristics for the RPI

The data elements required to inventory owned property served as the basis for data elements necessary to track in-granted assets.  To a degree, the major difference is who owns the asset.  The attributes to be added to the RPI were defined as those additional data characteristics considered essential to non-owned asset stewardship and financial accounting reporting

An initial set of rules for non-ownership interests were required to handle the three specific situations identified in figure A-8.


Figure A-8: Real Property Relationships: Customers and Providers

· An in-grant of property rights to a DoD entity from a non-DoD entity creates a new asset for the DoD RPI.  A new RPUID is assigned to the asset and the property’s attributes are entered into the real property asset record unless the in-grant is a renewal (with no gap in time) or a sublease of space already inventoried.

· If an assignment is authorized under real property acquisition law or regulations, then the asset is recorded in the RPI, regardless of the duration, amount of space, or costs involved.

· When any type of grant has ended (end of term expiration, early termination, or hold-over expires), the information on the grant will be archived.

· Physical and functional condition assessments will be performed on granted space as well as on owned space.  Granted space is an integral part of the total inventory of space.  It requires equal consideration for planning and management purposes.

· By rule, all properties (owned and non-owned) and records must be reviewed once within a 5-year period.  This must occur within a 3-year period for heritage assets.  Any process that validates the location, description, and condition will set this date to the current date.

· The Tenant Improvement Allowance Indicator code is considered in the decision process to terminate a lease early.  The amount of the allowance and the unpaid/paid balance are assumed to be carried by the Lease Management System.

· The determination that a lease is a capital lease is derived from acquisition.  If, at its inception, a lease meets one or more of the following four criteria, the lessee should classify it as a capital lease.

· The lease transfers ownership of the property to the lessee by the end of the lease.

· The lease contains an option to purchase the leased property at a bargain price.

· The lease term is equal to or greater than 75 percent of the estimated economic life of the leased property.

· The present value of rental and other minimum lease payments, excluding the portion of the payments representing executory cost, equals or exceeds 90 percent of the fair market value (FMV) of the leased property.

The source of the in-grant annual rental consideration is the legal instrument that established the in-grant.  Only total outlays required under the in-grant will be captured.

The Leasing Work Group identified the following new or modified data characteristics for inclusion in the RPI core data elements database.

· Instrument number and/or amendment number to link the legal instrument to the real property granted in the inventory.

· A designator that signifies if a lease involves a tenant improvement allowance being paid as part of the lease payment in excess of the base rent.

· The total number of vehicle parking spaces that are part of, or included in, the in-grant instrument.

· A designator that shows the type of interest DoD has in the real property.  For leases, this code will allow the leasehold interest to be identified as either a capital or operating lease.

· The RPI should capture the cost of real property acquired under a capital lease that is the lesser of the FMV of property or the present value of the rental and other minimum lease payments during the lease term.  This excludes that portion of the payments that represent executory cost to be paid by the lessor.  This value should be derived from acquisition.
· A designator that provides the reason(s) why a lease was classified as a capital lease.  The value should be derived from acquisition.

· A mechanism to capture the cost of each leasehold improvement that meets the capitalization criteria made to the leased property.  Leasehold improvements represent physical enhancements made to property by or on behalf of the property’s lessee, regardless of the method of payment (installment vs. lump-sum).  This may apply to either operating or capital leases.
· The date a capitalized leasehold improvement is made to a leased facility.  On this date, an interim Transfer and Acceptance of Military Real Property document (DD Form 1354) is signed.  This “Placed in Service” date triggers amortization of the leasehold improvement.  The useful life for a leasehold improvement is the lesser of the useful life of the improvement or the term of the underlying lease.
· The length of time for the grant.  The grant term is derived from the grant start date and the grant end date.
· The estimated useful life is needed for amortization of capital leases.  The capital lease, Original Asset Recorded Cost, is amortized over the lesser of the lease term or the estimated useful life of the asset.
· The estimated useful life of capital improvements involving a conversion of the functionality of the original asset, i.e., altering the original designed use of the facility will be determined by the new FAC code assigned to the facility.
· The estimated useful life of capital improvements, such as major renovation projects, that extend the useful life of an asset, but do not alter the original designed use of the facility should be determined by the engineering community during the project planning and design phase.  The estimated useful life of the capital improvement should not exceed the standard useful life for the design use FAC.
· The estimated useful life of capital improvements that increase the size, capacity, or efficiency, such as raising the roof or installing HVAC where none existed, should be determined by the engineering community during the project planning and design phase.
Modifications to existing core data elements from the draft DoDI 4165.14 are recommended as follows.

· Grant Annual Cost Amount. The annual amount paid for use of a space obtained from another organization.  This will include all amounts defined in the legal instrument.  The source of this value is the legal instrument.  Only total outlays required under the grant, not component costs, will be captured.

· Instrument Number.  The legal instrument number assigned by the agency who executed the grant, such as the US Army Corps of Engineers, Naval Facilities Engineering Command, or GSA.  In addition to leases, GSA may provide space via an Occupancy Agreement which also has a unique number.
A.6.3 Granting DoD Assets

Title 10 places all real property assets in the Department under the authority of one of the Military Departments or WHS.  As such, conditions exist that a Military Department will outgrant an asset to another Military Department or Defense Agency in the normal conduct of business.  When this occurs a new asset will not be created for the DoD RPI.  The Military Department that is the grantor will retain responsibility for reporting the asset, and the grantee will provide sufficient information to enable the grantor to properly report.  The grantee Military Department or Defense Agency will create a record in their inventory database for management purposes; however this record will not be reported as an asset.  No additional core data elements, over and above those already identified are necessary to satisfy this condition, are required.
A.6.4 Policy Changes

DoDI 4165.14 will have to be adjusted to include ingranted assets.  A policy should be instituted stating that each item of real property acquired by DoD, Defense Agencies, and Washington Headquarters Services must have a written legal instrument to support its acquisition.

A.7 Real Property Inventory Attributes to Enable Space Management

A.7.1 Background

The I&E Community’s primary focus is to ensure quality work and living places for the Warfighters and other DoD personnel.  The real property inventory (RPI) serves not only to inventory the real property assets, but also to provide key data to manage those assets effectively in order to accomplish the DoD’s multiple missions.  Space management is a crucial functional area for the operational utilization of the DoD’s more than 2.2 billion square feet of owned or leased real property, worldwide.
  Space management requires matching needs with availability and capability.  In addition to knowing the physical inventory, the management function must track the user of the space, how much space is being used and for what purpose, the physical and qualitative characteristics of the space, and how long the current user is expected to remain.  A target objective is for each Military Service to reduce excess, non-useable space and to limit the use of leased space.

Currently, RPI data kept by the individual services are neither broad enough nor sufficiently standardized to allow successful space management across the Military Services and at the DoD level.  The Military Services capture different data elements or define similar elements differently.  As the DoD moves toward more joint-use operations and functions under continued cost-control scrutiny, optimizing real property asset utilization within and among the Military Services and Agencies becomes even more vital.

Managing the magnitude and variety of the DoD real property portfolio and coordinating mission needs with space availability requires substantial, specific information at a granular level.  Some data needs are purely quantitative (size and location) while others are qualitative (capacity and quality).  Although detailed data are required for space management purposes, not all data are required at the RPI level.  Consequently, some data items, such as the amount of space currently employed by a specific user, are carried as an RPI core data element.  Other, more detailed data will be deferred to the space management functional area when this business process reengineering engagement is started.

As the repository of the DoD’s real property data, the RPI will include not only the physical details but also key utilization attributes of each property for effective asset management and planning.  That is, the RPI will contain data elements relating to fundamental utilization attributes, such as the property’s designed use, how it is actually being used, and who is using how much space and where.  The physical data elements in the RPI, such as width, length, and height of a warehouse or the width and length of a runway, often (but not always) overlap with capacity attributes.  Therefore, the physical data elements and attributes may provide the basis for computing a facility’s use capabilities or capacity.  Capacity, therefore, will be a derived attribute, not an individual data element in the RPI.

The primary purpose of the Space Management Work Group was to identify additional data and business characteristics required in the RPI to enable space management.  This group identified the following four key space management RPI requirements for every asset in the inventory.  The RPI should identify:

· The asset,

· The space provider,

· The space user, and

· The type and amount of space being used.

The Space Management Work Group concentrated on isolating data and business characteristics required for inventory purposes from data and business characteristics required for real property management purposes.

A.7.2 Data Characteristics for RPI Space Management

The work group identified the following new or modified data characteristics for inclusion in the RPI to meet requirements.

· A code that identifies the organization using the assigned area of a real property asset.  There may be more than one user for a facility or parcel.

· Designators (design use FAC codes and CATCODEs) to identify the original intended use of the real property asset as shown on the original planning documents.  These design designators should only be changed if the physical characteristics of the facility have been altered through an improvement project to accommodate a new design use.

· Designators (current use FAC codes and CATCODEs) that represent the current use of the asset.

· The quantity of space associated with each user in a facility.  This should be reported for each user.

· The quantity of space associated with each use (e.g., administration and warehouse) in a facility.  The installations should use FAC codes and CATCODEs to record the use.

· A code that rates the physical quality of the facility at the time of the inventory or asset review.  This should align with the “Q-code” ratings established.

· A code that identifies the extent the facility is meeting the mission for which it was designated.
· A flag to indicate if space has more than one user.  An example is space in a facility that is used by the installation Monday through Friday and by a reserve unit on the weekend.  A joint use indicator will mark the space so the area is counted only once for inventory purposes.

· The length of the facility in linear feet.

· The width of the facility in linear feet.

· The height of the facility in linear feet.

· The number of habitable floors/stories within a facility from the ground level up (including the ground level).

· The number of habitable floors/stories within a facility below the ground level, including the basement.

A.7.3 Policy Changes

The design use FAC code can be changed as a result of a capital improvement and will be reflected on either the DD Form 1391 (FY, Military Construction Project Data) or DD Form 1354 (Transfer and Acceptance of Military Real Property) submitted with the capital improvement.

All space used (owned, leased, and in-granted from another Federal Department) will be reported.

A.8 Conclusion

The Real Property Inventory (RPI) requirements identified and defined in this attachment and throughout the document as a whole, represent the core data and business characteristics needed to effectively manage and track real property inventory across DoD.  The essential data and business processes must be standardized to simplify collection and reporting, and foster communications across DoD.  This is most critical as existing real property assets evolve to support the Warfighter in a more flexible environment.  Standard terms and data will allow the Department to make more informed decisions at all levels.  Below is a recap of the recommendations and policy changes (by topic) as defined in this attachment.
Attributes of Land
The current way that DoD categorizes land through the Facility Analysis Category (FAC) codes and equivalent Service Category Codes (CATCODE) is based on the acquisition method of the land.  Since the core data includes a data element to track acquisition type, the current category codes represent a redundant capability.  The suggested approach is to configure the category codes to document the use of the land.  This will create an additional information track not available today.  Data could be used to validate land use studies and master planning documents.  To implement this recommendation and adjust the policy, a cross-Service working group should be convened under the auspices of ODUSD (I&E) Installations Requirements and Management Directorate.  The outcome of the working group should be the revised scheme for land FAC codes and the appropriate mapping to the revised Service CATCODEs.

Installation and Site

To enable reliability and validity of real property reporting, the following actions must be taken.

· Incorporate the installation and site definitions provided into real property instructions and regulations across DoD.

· Identify each real property asset and assign it an RPUID.

· Assign each real property asset to a site.

· Assign each site to an installation.

· Assign each site a Site Unique Identifier (UID).

· Assign each installation an Installation Unique Identifier (UID).

· Use the scenarios shown in appendix A-1 of this attachment to properly identify sites and installations.

· Services will track real property by installation, site, parcel, and facility.

Real Property Unique Identifier

The RPUID will be the key element of DoD’s implementing strategy to track financial and physical changes of assets over the life cycle.  The RPUID creates the capability to link data from systems across the DoD to an individual real property asset.  It will eliminate the need for multiple real property data files and will promote the concept of an authoritative source, where data is entered once but shared by many.

· An RPUID will be assigned for all real property assets to enable tracking information unique to the real property asset regardless of whether the information is legal, physical, or financial in nature.

· The RPUID is created when the DoD acquires legal interest in the real property asset.

· An RPUID will be assigned to all existing real property assets that are under the custody and control of the DoD.

· The RPUID and associated real property asset information will be archived when DoD relinquishes legal interest.

Network Facilities

The implementation of the concepts proposed in this document will be based on the following changes.

· Network facilities will be identified through the Asset Type Code (L- land and F – facility), Facility Type Code (B – building, LS – linear structure, and S – structure) and Network Facility Type Code (e.g., EL- electrical generation and distribution, NG – natural gas, and RR – railroads, etc.).

· Network facilities must also be identified by individual component (buildings, structures, and linear structures).

· Each linear component could be broken down into segments based on implementation guidance provided.

Non-Owned Real Property

DoDI 4165.14 will be adjusted to include in-granted assets.  A policy should be instituted that states that every item of real property acquired by DoD, Defense Agencies, and Washington Headquarters Services must have a written legal instrument to support its acquisition.

Space Management

The design use FAC code can be changed as a result of a capital improvement and will be reflected on either DD Form 1391 (FY, Military Construction Project Data) or DD Form 1354 (Transfer and Acceptance of Military Real Property) submitted with the capital improvement.

All space used (owned, leased, and in-granted from another Federal Department) will be reported.

Overall, the work groups evaluated and proposed improvements to the full life cycle management of the inventory process.  This will enable more extensive analysis of consistent information and will support well-founded real property decisions across the DoD.

Appendix A-1
Land Area Scenarios and Business Rules Defining Sites
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Attachment B. Real Property Financial Management Recommendations

B.1 Introduction

The Department of Defense (DoD) holds legal interests in nearly one million real property buildings, structures, and facilities as well as 30 million acres of land at 4,700 sites
 worldwide.  Altogether, the scope and variety of these assets are unmatched by any other government or private enterprise entity.  Financially, the plant replacement value of the total real property asset inventory exceeds $650 billion, and the funds needed to operate, sustain, and recapitalize the assets exceed $40 billion each year.
  The goal is defense installation assets that are available when and where needed, and with the right capabilities to support current and future mission requirements.

“By establishing the Business Management Modernization Program (BMMP) and accompanying business transformation program office, the Department of Defense made a commitment to remedy its well-documented and frequently publicized financial and business problems.  For this reason, The Secretary of Defense … affirmed business transformation as one of the Department's top ten priorities.”
  As an integral part of this program, the Installations and Environment (I&E) Domain is “…transforming, not just by incorporating best business practices, but also by extending these practices into new, previously unexplored areas.” 
  More, this transformation is not just “…doctrinal innovation, and the employment of technology – it is also about changing our approach to the fundamental business practices and infrastructure “backbone” of the Department of Defense.”

Standardization of core RPI data elements, business rules, and procedures, that are compliant with federal financial regulations, are required to enable Military Services to properly track, update, and maintain asset information.  Asset accountability and accurate valuation of capital assets are critical factors in support of the Secretary of Defense high priority initiative to have timely, accurate, and reliable financial information for use in making effective management decisions and for achieving favorable audit opinions on the DoD financial statements.

B.1.1 Scope

This report describes functional financial requirements for real property inventory.  It focuses on the characteristics necessary to incorporate the appropriate financial information into the RPI to satisfy both the business and financial aspects of achieving total visibility and accurate valuation of real property assets.  The data elements, definitions, and business rules are included in attachment D.

B.1.2 Assumptions

To fully achieve Real Property Inventory (RPI) accountability and improved quality and accuracy of DoD financial statements, the following assumptions were made in the development of the recommendations:

· The real property unique identifier (RPUID) is a means of permanently and uniquely identifying land, buildings or other real property assets to improve accountability by allowing all financial obligations and physical changes to real property to be tracked over the life of the asset.

· The RPUID will support parent-child relationships and audit trails within and among DoD databases supporting real property data.

· An RPUID will be used in all systems containing or linking to real property information enabling the linkage between planning for Capital Improvement Projects, execution of that project, and the facility record impacted.

B.2 Key Concepts and Recommendations

B.2.1 Alignment of Real Property Acquisition Dates
B.2.1.1 Background and Current Deficiency
The Real Property Inventory (RPI) workshop identified various core data elements related to the acquisition of real properties.  The Accounting Work Group, made up of representatives from various DoD organizations, identified standard data elements and comprehensive data element descriptions to initiate the capitalization of the assets and support asset accountability.

The acquisition date of a real property asset is a critical element for calculating depreciation expense and accurately reporting the net book value (historical cost less the accumulated depreciation) of the assets.  Similarly, the date of completion for capital improvements to underlying real property assets is necessary to properly depreciate such improvements.  Current deficiency lies in the lack of cross-Service standards for relating milestone dates to such financial processes as the calculation of depreciation expenses. 

B.2.1.2 Regulatory Requirements

The following federal financial requirements define the date that initiates the capitalization of the assets and must be used to calculate the depreciation expense.

Federal Accounting Standards Advisory Board (FASAB)

Statement of Federal Financial Accounting Standard No. 6 (SFFAS -6)

PP&E
 shall be recognized
 when title passes to the acquiring entity or when the PP&E is delivered to the entity or to an agent of the entity.  [See Note 40] 
 In the case of constructed PP&E, the PP&E shall be recorded as construction work in process until it is placed in service, at which time the balance shall be transferred to general PP&E.

DoD Financial Management Regulation (FMR) Volume 4, Chapter 6, 060105 A2

Recognition shall occur when title passes to the acquiring DoD Component or when the asset is delivered to the DoD Component or to an agent of the DoD Component (whichever occurs first).

In the case of a constructed General PP&E asset (i.e., a building), the cost to construct the asset shall be recorded as construction-in-progress (CIP) until the asset is completed and placed in service, whether or not actually occupied or used.  The Accounting Work Group recommended naming this key event Placed in Service Date.  In the case of a building, this is also referred to as the beneficial occupancy date.  However, the work group found that many assumed that this meant the facility was occupied on that date.  Furthermore, the Placed in Service Date does not depend on final payment or contract closeout.

When the building is placed in service, the balance in the CIP account shall be transferred to the appropriate General PP&E account.  The balance transferred can be adjusted later, if necessary, once the final payment has been made and the contract closeout process has been completed.

B.2.1.3 Recommendations

B.2.1.3.1 Data Elements
The core data element listed in table B-1 will be used to initiate the capitalization of the assets or capital improvements to an asset 

Table B-1: Acquisition Data Element for Financial Accountability

	Data Element
	Data Element Description

	RPA Placed In Service Date


	This date represents the date on which the facility or improvement to a facility is available for use by DoD.  On this date, an interim Transfer and Acceptance of Military Real Property document (DD Form 1354) is signed, title for assets listed on the acceptance form is transferred, and the punch-list of additional work and certificate of occupancy by local authorities are attached to the acceptance form.  On this date, the government assumes liability and the warranties begin for the asset(s) to which they have received title.  The format is defined as YYYY/MM/DD.


Table B-2 lists the core data elements to support improved asset accountability:

Table B- 2:  Acquisition Data Elements for Physical Accountability

	Data Element
	Data Element Description

	Acquisition Date
	The calendar date on which DoD acquires title to the real property asset.  This represents the date of deed or Final Transfer and Acceptance of Military Real Property (final DD Form 1354).  At this point in time, all claims are resolved and the contracts are closed.  The format is defined as YYYY/MM/DD.

	Facility Built Date
	The calendar date on which the original construction was completed for a facility.  Not applicable to land.  The format is defined as YYYY/MM/DD.  If the month/day is unknown, July 1st will be used as the default month/day.


Initially, the RPI workshop proposed using the current data element “Facility Available for Use Date” to initiate the capitalization of the real property assets.  Subsequent analysis lead the Accounting Work Group to adopt Placed in Service Date as the initiating factor for capitalization and calculation of the depreciation expense.  This report, therefore, recommends eliminating the data element listed in table B-3 from the DoD’s real property inventories.  Existing information associated with these data elements should be archived.
Table B-3:  Proposed Acquisition Data Elements To Be Eliminated

	Data Element
	Data Element Description

	Facility Available for Use Date
	The date on which the facility or improvement to a facility is available for use by DoD.

	Depreciation Start Date
	The date used to begin the depreciation calculation for the facility.  Not applicable to land.


B.2.1.3.2 Business Characteristics

The business characteristics listed in table B-4 will be adopted to elaborate on the definition of the data elements listed above and to standardize the application of the preceding recommendations in various scenarios.

Table B- 4:  Acquisition Business Characteristics

	Data Element
	Business Characteristic

	RPA Placed In Service Date
	For construction projects that are completed in multiple phases, the cost of each phase is transferred from the CIP account to the real property asset account at the time the phase is placed in service. Each phase is then depreciated separately over its estimated useful life.  Each facility could have one or more Placed in Service Dates.  Also, on this date, an interim Transfer and Acceptance of Military Real Property document (DD Form 1354) is signed, title for assets listed on the acceptance form is transferred, and the punch-list of additional work and certificate of occupancy by local authorities are attached to the acceptance form.
· All cost information transferred from the CIP account to the real property asset account at the time the asset or the capital improvement to the asset is placed in service, will be supported by the Transfer and Acceptance of Military Real Property document (DD Form 1354).

· All additional expenses incurred following the placed in service date shall be transferred from the CIP account to the real property asset account with the final Transfer and Acceptance of Military Real Property document (DD Form 1354).  The original acquisition cost of the asset will be adjusted for this amount and the revised amount will continue to be depreciated over the remaining useful life of the asset.

· For Transfer-in and Purchase acquisition methods, only the final Transfer and Acceptance of Military Real Property document (DD Form 1354) is prepared and delivered.  As a result, the Placed in Service Date will be equivalent to the asset acquired date, where the asset acquired date represents the date of the final Transfer and Acceptance of Military Real Property document (DD Form 1354).

· For Transfer-in Real Property assets, the financial reporting responsibility is transferred on the date of the final Transfer and Acceptance of Military Real Property document (DD Form 1354).  The cost recorded on the acquiring DoD component’s financial records will be the book value of that real property.

	Acquisition Date
	· This date will represent the date of deed or final Transfer and Acceptance of Military Real Property document (DD Form 1354), at which time the complete title passes to DoD.  Each real property asset will have only one asset acquired date.

	Facility Built Date
	· This date does not apply to capital improvements, renovations, or modernizations.

· For constructed facilities, as opposed to other acquisition methods, the facility built date will be equivalent to the Placed in Service Date for the facility. 

· For facilities acquired by other acquisition methods (e.g., exchange or transfer), the facility built date will be provided by the legal agreement documenting the acquisition.
· For facilities that are completed in multiple phases, the facility built date for the facility shall be equivalent to the Placed in Service Date for the first phase of construction.  Because there might be a delay between the first phase and the last phase of construction, it is important that the facility built date represent the earliest Placed in Service Date to provide for tracking the historical information.  Each facility will only have one facility built date.


B.2.1.3.3 Policy Revision

The DoD FMR Volume 4, Chapter 6, should be refined to include the data elements and the corresponding business characteristics described above.  This supports the implementation of a standard process and timeline across DoD to initiate the financial and physical accountability of the real property assets and establish the capitalization values.

B.2.2 Alignment of Real Property Disposal Dates

B.2.2.1 Background and Current Deficiency

The RPI workshop identified various core data elements related to the disposal of real properties.  The Accounting Work Group developed the timeline and comprehensive definitions to be implemented across DoD as standard triggers to inactivate an asset’s financial and physical accountability when identified for disposal.

The identification of a standard data element and definition to highlight the financial implications of a disposal action is critical to the removal of the assets’ book value from the financial records and accurate representation of the entity’s operating position.

B.2.2.2 Regulatory Requirements

The following federal financial requirements address the financial transactions of the assets identified for disposal.

Federal Accounting Standards Advisory Board (FASAB)

Statement of Federal Financial Accounting Standard No. 6 (SFFAS -6)

In the period of disposal, retirement, or removal from service, general PP&E shall be removed from the asset accounts along with associated accumulated depreciation/amortization.  Any difference between the book value of the PP&E and amounts realized shall be recognized as a gain or a loss in the period that the general PP&E is disposed of, retired, or removed from service.

General PP&E shall be removed from general PP&E accounts along with associated accumulated depreciation/amortization, if prior to disposal, retirement, or removal from service, it no longer provides service in the operations of the entity.  This could be because it has suffered damage, become obsolete in advance of expectations, or is identified as excess.  It shall be recorded in an appropriate asset account at its expected net realizable value.  Any difference in the book value of the PP&E and its expected net realizable value shall be recognized as a gain or a loss in the period of adjustment. The expected net realizable value shall be adjusted at the end of each accounting period and any further adjustments in value recognized as a gain or a loss.  However, no additional depreciation/amortization shall be taken once such assets are removed from general PP&E in anticipation of disposal, retirement, or removal from service.  

DoD Financial Management Regulation Volume 4, Chapter 6, 060206 

Depreciation: Disposal of Depreciable PP&E

General PP&E assets that have been identified for permanent removal from service shall no longer be depreciated once the asset no longer contributes to the operation of the entity.  See paragraph 060211 of this Chapter for further guidance and appropriate accounting entries.

General PP&E assets that have been temporarily removed from service/use with the expectation that such assets eventually will be returned to service and shall continue to be depreciated during periods of non-use.  This policy is applicable to Working Capital Fund (WCF) activities and also applies to General PP&E sent to a depot for temporary storage.

DoD Financial Management Regulation Volume 4, Chapter 6, 060211

Other General PP&E

When a General PP&E asset is identified for other than normal removal from service, such as would be the case for assets that are part of a Base Realignment and Closure (BRAC), the asset shall be removed from the PP&E accounts, along with its associated accumulated depreciation and be recorded in the Other General PP&E account (1890) at its net realizable value (NRV).  Oftentimes the NRV will be zero.  Any difference between the book value of the PP&E asset and its expected NRV shall be recognized as a gain or loss in the period of adjustment.  Normal disposal transactions shall not be processed through account 1890 and shall not be accounted for using account 5730, Financial Resources Transferred Out Without Reimbursement.  When assets are part of a BRAC, and the installation mission has been terminated or transferred (the flag has been lowered), such assets shall be removed from the PP&E accounts, along with the associated accumulated depreciation. Such assets will be recorded in the Other General PP&E account at the NRV.

B.2.2.3 Recommendation

B.2.2.3.1 Data Elements

The core data elements listed in table B-5 are required to properly account for the disposal of real property assets, stop the depreciation calculation, and report any gain or loss. 

Table B-5: Disposal Data Elements for Financial Accountability

	Data Element
	Data Element Description

	Disposal Start Date
	The calendar date of a legally enforceable and recognizable obligation to complete the disposal action or the date the operation has ceased, whichever comes later.  On this date, the asset is no longer depreciated, its book value is removed from the financial records, and the corresponding gain/loss is recorded.  For assets that are part of a BRAC, this date represents the operation closure date as established by BRAC law.  For demolitions, this represents the demolition contract’s start date.  For transfers and sales, this represents the date on which the instrument is endorsed or operation is ceased, whichever comes later.  For natural disasters, this represents the actual date of the incident.

	Disposal Net Realizable Value Amount
	The expected earning from the disposal of a real property asset less any costs necessary to complete and dispose of the asset.  The net realizable value is used for assets that will be held for a period of time and disposed of at a future date such as those properties that are part of a BRAC or declared as excess under a special legislation.  The net realizable value is an accounting method used to calculate the present value of future earnings the asset is expected to generate, less the cost of owning, holding, developing, and operating the asset.  For special legislation (BRAC) properties, the difference between this amount and the net book value at the time a property is identified for disposal is used to post general ledger account 7110 (gains on disposition of assets) or 7210 (losses on disposition of assets).  The Disposal Start Date must calculate this value.

	Disposal Total Proceed Amount
	The total amount of money or other consideration received from the disposal of the real property asset.  The difference between this amount and the net book value at the time of disposal is recorded as gain or loss.  This value must be assigned to each disposal property.

	RPA Salvage Amount
	An asset’s estimated scrap, salvage, or trade-in value at the end of its useful life.  This value is used to compute the depreciation expense.


The core data elements listed in table B-6 are necessary to properly manage and account for the disposal activities.  These data elements do not apply to leased assets.

Table B-6: Disposal Data Elements for Physical Accountability

	Data Element
	Data Element Description

	Disposal Reason Code
	A code used to identify the planned or actual funded disposition of the real property asset (e.g., BRAC, Special Legislation, Facility Reduction Program, or leased property).

	Disposal Programmed Fiscal Year Date
	The fiscal year that the real property asset’s disposal is expected.

	Disposal Method Code
	A code identifying the disposal type used for transfer or relinquishment of the Department's interest in the real property asset.

	Excess Declaration Date
	The calendar date the declaration of excess for a real property asset is signed.  When a real property asset is declared as excess, the Component initiates disposal-screening procedures.  This includes soliciting proposals for the use of the excess space within DoD or less often with other federal entities.  At this point in time, the disposal is not definitive and if the mission changes, there is no commitment to the disposal act.
The occupancy and operation of the real property asset may continue during this time.

	Disposal Approval Date
	The calendar date the real property asset is approved for disposal and the excess screening procedures are completed.  This might include identifying or approving the specific method of disposal and the possible recipient.  If the mission changes, there is no commitment to the disposal act.  The occupancy and operation of the real property asset may continue during this time.

	Disposal Completion Date
	The actual calendar date the disposal of the real property asset is completed and there is no additional administrative accountability. This is determined by the effective date of the instrument for the actual method of disposal.  The Disposal Completion Date shall represent the date on which physical accountability of the real property asset ends.  These business characteristics and recommendations will also apply to the real property assets that are part of a BRAC.

	Disposal Program Organization Code
	A code used to identify the DoD organization responsible for funding the disposal action.

	Disposal Fund Program Name
	A code used to identify the primary fund type paying for the disposal of the real property asset.  By disposal is meant the real property asset is no longer part of the active real property inventory.  The information on the asset will be archived.


The Accounting Work Group identified the data element listed in table B-7 as redundant since the Disposal Reason Code data element provides this information.  Changes to the reason for disposition are rare and there is no “lesson learned” to be realized by maintaining a history of those changes.  The data element in table B-7 has been eliminated from the list of RPI core data elements.
Table B-7: Eliminated Disposal Data Element

	Data Element
	Data Element Description

	Real Property Actual Disposal Reason Code
	The reason for the disposal of (relinquishing interest in the real property asset.


B.2.2.3.2 Timeline

The timeline illustrated in figure B-1 is a chronological representation of the major milestones and core data elements within the disposal process and the relevant financial and physical accountability events.
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Figure B-1: Disposal Timeline
B.2.2.3.3 Business Characteristics

The following business characteristics will be adopted to elaborate on the data elements and major milestones illustrated above and to standardize the application of the preceding recommendations.

· The disposal start date will represent the date on which the real property asset and its associated depreciation and accumulated depreciation are no longer reported under the General PP&E account on the financial statements and the depreciation calculation is discontinued.  For properties that are part of a BRAC or a special legislation to be disposed of at a future date, on this date the net book value of the asset should be removed from the General PP&E account and be recorded at its NRV in the Other General PP&E account.  This does not apply to Land Disposal actions since depreciation does not apply to land.

· The disposal-completed date will represent the date on which the physical accountability of the real property asset ends.  
· The disposal proceeds, as a result of a disposal action, will consist of an itemized list of proceeds by property.

The preceding business characteristics and recommendations will also apply to the real property assets that are part of a BRAC or special legislation action.

B.2.2.3.4 Policy Revision

The DoD FMR Volume 4, Chapter 6 should be refined to include the data elements and the corresponding timetable described above.  This supports the implementation of a standard process and timeline across DoD to inactivate the financial and physical accountability of the real property assets.

B.2.3 Capital Improvements

B.2.3.1 Background and Current Deficiency

Participants in the RPI workshop identified various core data elements related to capital improvements. The Accounting Work Group analyzed data elements related to the capture and reporting of capital improvements and developed standard data elements, definitions, and business rules to support the financial and physical asset accountability requirements.

As stated in FASAB, Statement of Federal Financial Accounting Standard (SFFAS) No. 6, Accounting for Property, Plant, and Equipment, all costs that either extend the useful life of an existing asset (general PP&E), or enlarge or improve its capacity shall be capitalized and depreciated over the remaining useful life of the asset.  In the current DoD real property management environment, there may be various interpretations of the criteria to account for the costs to improve an asset as a capital improvement.

To clarify the definition of capital improvements and ensure compliance with the requirements stated in SFFAS 6, the Accounting Work Group developed various cases illustrating the depreciation calculation of capital improvements based on the criteria listed in SFFAS 6, the physical characteristics of the improvements made to the assets, and their relationship with the associated assets.  The group also developed a list of examples for each case to enhance the definition and interpretation of capital improvements.  Refer to appendix B-1 of this attachment to review these cases.
The current DoD real property management information systems contain limited historical information on capital improvements.  While the reporting entities have either recently gained the ability to capture this information, or have initiatives in place to gain this capability, the real property databases may not always separate capital improvement information from the original cost of assets.  Where the systems were not capable of capturing the improvement data separately, it was not uncommon for the dollar amounts of capital improvements to be added to that of the original cost of property.  In this situation, the acquisition year of the aggregate asset represented either that of the original cost of the asset, or that of the most recent improvement.  Either of these methods would result in a misstatement of depreciation expense and accumulated depreciation.  In addition, neither of these methods supports a complete audit trail, where each reported cost can be validated and traced to the lowest transaction level.

Participants in the RPI workshop identified various core data elements related to capital improvements. The Accounting Work Group analyzed data elements related to the capture and reporting of capital improvements and developed standard data elements, definitions, and business rules to support the financial and physical asset accountability requirements.
B.2.3.2 Regulatory Requirements

The following financial requirements define the accounting standards for recognition and measurement of capital improvements.  
Federal Accounting Standards Advisory Board (FASAB)

Statement of Federal Financial Accounting Standard No. 6 (SFFAS -6)

Depreciation expense is calculated through the systematic and rational allocation of the cost of general PP&E, less its estimated salvage/residual value, over the estimated useful life of the general PP&E. Depreciation expense shall be recognized on all general PP&E, except land and land rights of unlimited duration.
· Estimates of useful life of general PP&E must consider factors such as physical wear and tear and technological change (e.g., obsolescence). 

· Various methods can be used to compute periodic depreciation expense as long as the method is systematic, rational, and best reflects the use of the PP&E. 

· Any changes in estimated useful life or salvage/residual value shall be treated prospectively.  The change shall be accounted for in the period of the change and future periods.  No adjustments shall be made to previously recorded depreciation or amortization. 

· Depreciation expense shall be accumulated in a contra asset account–accumulated depreciation.  Amortization expense shall be accumulated in a contra asset account–accumulated amortization.
· Costs that either extend the useful life of existing general PP&E, or enlarge or improve its capacity shall be capitalized and depreciated/amortized over the remaining useful life of the associated general PP&E.
DoD Financial Management Regulation Volume 4, Chapter 6, 060205 A, Improvements to Existing General PP&E

The costs to improve a General PP&E asset shall be capitalized when the costs of the improvement increase the General PP&E asset’s capacity, size, efficiency, or useful life. In addition, the cost of an improvement shall be capitalized only when the cost of the improvement equals or exceeds the DoD capitalization threshold, regardless of funding source. Applicable improvements shall be capitalized and depreciated separately from the General PP&E asset improved. While the Statement of Federal Financial Accounting Standard No. 6 requires improvements to be capitalized and depreciated over the remaining useful life of the associated General PP&E asset, DoD policy recognizes that improvements also are made to assets that are substantially or fully depreciated. Therefore, improvements shall be depreciated over the standard recovery periods. Improvements that do not increase an asset’s capacity, size, efficiency, or useful life, regardless of the cost of the improvement, shall be expensed.  Improvement policies that apply to specific types of property are described below.

Improvements to Real Property

PP&E real property, (including multi-use Heritage Assets), that equal or exceed the DoD capitalization threshold, (see paragraph 060103.A.1.d of this Chapter), shall be individually capitalized and recorded within real property accountability, management, or accounting systems and depreciated over the applicable DoD standard recovery period, as indicated in table B-7 of this Chapter, “DoD Standard Recovery Periods for Depreciating General PP&E.” Improvements to fences, roads, bridges, sewers, and utilities also shall be depreciated as provided for in the DoD Standard Recovery Period Table.

Repair

Generally, PP&E personal and real property repair costs shall be expensed.  When repair is by replacement, the repair may be expensed or capitalized.  When repairing a real property facility, the components of the facility may be repaired by replacement, and the replacement can involve upgrading to current building standards and codes.  Such replacements (repairs) may or may not be an improvement for accounting purposes.

Crucial to the determination of whether a replacement is a repair or an improvement is the intent behind the replacement.  Repair by replacement that is expensed, occurs when a facility or facility component has failed, is in the incipient stages of failing, or is no longer performing the functions for which it was designated. Replacements falling into this category shall be expensed.  If the replacement was undertaken to improve or expand the efficiency of an asset that was in good working order, then the replacement is defined as an improvement.

B.2.3.3 Recommendation

B.2.3.3.1 Data Elements

The core data elements listed in table B-8 are needed to properly account for and recognize the capital improvements separate from the original acquisition cost of the real property assets.

Table B-8: Capital Improvement Data Elements for Financial Accountability

	Data Element
	Data Element Description

	Project Type Code
	A code used to identify the type of capital improvement (e.g., modify functionality, increase efficiency, increase capacity, increase size, extend useful life).

	Project Total Cost Amount
	The full cost of each capital improvement made to an asset.  This also applies to leasehold improvements.  For leased facilities, this represents the cost of each leasehold improvement, meeting the same capitalization criteria as that applied to the owned facilities.

	Project Detail Fund Code
	Identifies the actual fund type(s) used to fund the work called for in the real property capital improvement project.

	Project Detail Fund Cost Amount
	The actual amount of funds expended by fund code, in then-year US dollars.

	Project Detail Organization Code
	A code, or codes, used to identify the organization funding the real property capital improvement project.

	Capital Improvement Estimated Useful Life Year Quantity
	Total number of service years expected from a capital improvement that increases capacity, size, or efficiency or modifies functionality.  In other words, the amount of time that a capital improvement is expected to be in use.

	Capital Improvement Placed In Service Date
	The calendar date the improvement to a real property facility is available for use by DoD.  On this date, the government assumes liability and the warranties begin for the capital improvement to which they have received title.  Also covers date of leaseholds.


B.2.3.3.2 Business Characteristics

The following business characteristics will be implemented to elaborate on the definition of the data elements in table B-8 and to standardize the application of the preceding recommendations in various scenarios.

· Each individual capital improvement to an asset shall be maintained at its full cost separately to provide sufficient information for managing the real property inventory and supporting the audit trail requirements.  To properly calculate depreciation expense and accumulated depreciation, detailed capital improvement information is required.  The fiscal information required for each individual capital improvement shall consist of the full capital improvement cost and the date on which the capital improvement is placed in service.

· The cost of each capital improvement shall remain and accumulate in the CIP account until the capital improvement is placed in service.  At that time, the cost of the capital improvement is transferred from the CIP account to the asset account and depreciation begins.

· Leasehold improvements represent physical enhancements made to property by or on behalf of the property’s lessee, regardless of the method of payment (installment vs. lump-sum). Based on the Leased interest, this will have a different affect on the General Ledger than a Capital Improvement made to an Owned Facility. It may apply to either operating or capital leases.
· All business rules defined in this document for the RPA Placed in Service Date also apply to accounting for the capital improvements.

B.2.3.3.3 Policy Revision

The DoD FMR Volume 4, Chapter 6 should be refined to include the scenarios described in appendix B-1 of this attachment, illustrating the depreciation of the capital improvements with the associated examples.  This supports the implementation of a standard process to account for and capitalize the capital improvements and enhance the definition of such improvements.

B.2.4 Capitalization Threshold

B.2.4.1 Background and Current Deficiency

In accordance with DoD FMR Volume 4, Chapter 6 the current DoD capitalization threshold is $100,000 for both General and Working Capital Funds.  The General PP&E consists of tangible assets that have an initial acquisition cost, book value or when applicable, an estimated fair market value (FMV) (see paragraph 060202 for definitions of these terms) that equals or exceeds the DoD capitalization threshold.  The current capitalization threshold is $100,000 for the capital improvements to the assets.

The following are excerpts from the General Accounting Office’s (GAO) report on the current DoD’s capitalization threshold and the 1999 OUSD(C) Capitalization Threshold Study.  These recommended other factors to be considered when establishing the capitalization thresholds.

B.2.4.1.1 GAO Audit Report, April 1998:  “Department of Defense Financial Audits Highlight Continuing Challenges to Correct Serious Financial Management Problems”

DoD’s ability to accurately report its property, plant, and equipment values has been further hampered by the 20-fold increase in its capitalization threshold from $5,000 in 1991 to $100,000 in 1996.  Prior to fiscal year 1998, DoD policy required its Components to capitalize an asset when its acquisition cost or similar cost exceeded the capitalization threshold in effect at the time of acquisition.  Beginning in fiscal year 1998, however, DoD Components - other than working capital fund activities - are required to apply a single $100,000 capitalization threshold to assets, irrespective of the threshold that existed at the time of purchase.  Under this policy, all general PP&E assets, previously capitalized by non-working capital fund activities at thresholds less than $100,000 will be expensed in fiscal year 1998.  Recognizing the effect this policy would have on operations, working capital fund activities are required to apply the capitalization threshold only to newly acquired assets beginning in fiscal year 1998, and to retain on their financial records, existing capitalized assets even though the assets may have been capitalized at a level of less than $100,000.

Prior audit reports have disclosed that higher capitalization thresholds have not been uniformly applied throughout DoD, resulting in inconsistencies in asset reporting and the omission of billions of dollars in assets from DoD financial reports.  As a result of the higher capitalization threshold, billions of dollars have been expensed—effectively removing them from accounting control. 

Further, use of this high capitalization threshold adversely affects the measurement of operating costs.  Billions of dollars of assets are expensed in their year of acquisition, as opposed to the costs of those assets being allocated over the life of the asset.  In addition, expensing these costs makes it harder for DoD to compare its cost to the private sector, which is required to capitalize such items.  For example, this impairs the ability of DoD and oversight officials to make informed decisions on issues where comparative costs are a significant factor, such as in deciding whether to outsource specific functions.

B.2.4.1.2 Department of Defense (DoD) - OUSD(C), Capitalization Threshold Study, August 31, 1999

The DoD – OUSD(C) Capitalization Threshold Study assessed the current real and personal property capitalization thresholds.  Additionally, the report outlined criteria identified by GAO regarding the selection of appropriate capitalization thresholds.  The goal of the study was to analyze the impact that a proposed capitalization threshold would have on each federal agency’s ability to support the criteria listed below.

The study recommended that the selection and implementation of a capitalization threshold should be considered from the perspective of financial statement presentation and the needs of financial information users at levels other than the financial statements.  Further, the study concluded that the analysis of the DoD real property capitalization threshold did not address a need to lower the current capitalization threshold.  However, if the DoD modifies its current reporting structure and accounting procedures and produces financial statements at lower levels than those currently produced, then the DoD should reevaluate its real property capitalization threshold and its materiality.

The Capitalization Threshold Study analyzed the following factors as listed in the GAO draft property capitalization document. 

Stewardship Over Assets

Prior audit reports have disclosed that higher capitalization thresholds have not been uniformly applied throughout DoD, resulting in inconsistencies in asset reporting and the omission of billions of dollars in assets from DoD financial reports.  As a result of the higher capitalization threshold, billions of dollars have been expensed - effectively removing them from accounting control. 

As described in the report, the GAO draft document considers each entity’s fiduciary responsibility for its assets and resources as the primary consideration in establishing an appropriate capitalization threshold.  This draft document states that an entity’s capitalization threshold should support accountability and control over all entity-wide items that are significant and provide a correspondence between the account balances in the financial records and the events or resources those accounts are assumed to represent. 

According to the GAO, both accountability and financial reporting are often satisfied by the same systems.  The GAO acknowledges the separate roles of the property management system and the financial statement subsidiary ledger, but asserts that accountability and control of assets is sometimes better performed by a system designed to accomplish both objectives.  Including property in the general ledger system implicitly improves controls over property, thus reducing the potential for loss or misuse. 

Another factor in fulfilling stewardship over assets is the ability to provide a correspondence between account balances.  The GAO asserts that a capitalization threshold should provide a correspondence between account balances in financial records and the events or resources those events are assumed to represent.  According to the GAO, financial statement users may expect PP&E amounts reported in agency financial statements to represent most of the dollar assets (not number of items) used in agency operations. 

Cost of Operations

To fully assess the efficiency and effectiveness of its operation, an entity needs to capture its operating costs.  The full cost should include an appropriately allocated amount of depreciation for PP&E used in that operation.  The GAO suggests four elements that a government entity should consider in establishing a capitalization threshold to appropriately account for costs.
1. Capture the full costs of goods and services received from another entity.
2. Classify an asset in its proper type and class.

3. Assure program operations are appropriately costed and can be compared with other agencies, including the private sector.

4. Assure proper frameworks for cost recovery and cost-based rate setting.

The GAO report states that SFFAS 4, Managerial Cost Accounting Concepts and Standards, emphasizes the importance of cost accounting for planning, decision-making, control, and reporting.

The first factor a government entity should consider is capturing the full costs of goods and services received from another entity.  Full costs of outputs are defined as the cost of resources consumed that directly or indirectly contribute to output and identifiable services provided.  Secondly, the GAO states that an asset with a useful life of 2 years or more should be capitalized and depreciated over that life.  Expensing these items may distort the cost of operations for all periods of an asset’s useful life.
Classifying an asset in its proper type and class is important if it is relevant to the cost of operations for current and future periods.
The third element the GAO suggests for consideration in establishing a capitalization threshold is assuring that program operations are appropriately costed and can be compared to other agencies and with the private sector.  The GAO states that accounting for the full costs of government goods and services facilitates fair competition for comparable goods and services between federal agencies, other agencies, and the private sector.

Lastly, to assure proper frameworks for cost recovery and cost-based rate setting, the GAO states that full cost information is necessary to both determining appropriate user charges and assessing the extent to which the costs are not recovered.  Based on the intended use of financial statements, capitalization thresholds may differ for entities that need a higher or lower level of precision.
Financial Reporting

The GAO’s position on providing reliable financial statements is addressed in two parts comprising the use of “de minimis” threshold levels and consideration of materiality on the impact analysis.  The GAO states that a federal entity should set its capitalization threshold level at a “de minimis” level to avoid annual recalculation of the threshold’s impact on financial reporting.  However since using a “de minimis” capitalization threshold may be too costly for many agencies, the GAO concedes that a federal entity should use whatever threshold will satisfy materiality at the level of reporting being presented.  The materiality of amounts should however, be the primary consideration in establishing a capitalization threshold.  The GAO states that materiality may be measured as either 3 percent of the agency’s annual PP&E expenditures or 3 percent of an agency’s net PP&E amount as reported on prior years’ fiscal balance sheets.  The 3 percent measure is a tool used by the GAO to establish planning materiality when designing audit tests and is referenced in the GAO Financial Audit Manual (FAM), Aug ’95.  In spite of this, GAO representatives stated that they believe a federal entity should use whatever capitalization threshold constitutes good management practices for recording and safeguarding assets.

Federal government entities should establish appropriate capitalization thresholds to ensure that investments in tangible assets are properly reported in financial statements, thus meeting reporting requirements established by FASAB and the users of the information themselves.  The selection and implementation of a capitalization threshold should be considered from the perspective of financial statement presentation and the needs of the information users.

The Accounting Work Group reviewed the GAO’s audit reports and recommendations, analyzed the capitalization thresholds used by other federal agencies, and evaluated the impact of a revised capitalization threshold on I&E operations and asset accountability in the “To-Be” environment.
B.2.4.2 Regulatory Requirement

The following financial requirements address the application of capitalization thresholds within DoD and other federal entities:

Federal Accounting Standards Advisory Board (FASAB)

Statement of Federal Financial Accounting Standard No. 6 (SFFAS -6)

The Board believes that capitalization thresholds should be established by Federal entities rather than centrally by the Board. Because Federal entities are diverse in size and in uses of PP&E, entities must consider their own financial and operational conditions when establishing an appropriate capitalization threshold or thresholds.  Once established, the threshold(s) should be consistently followed and disclosed in the financial reports.

Instead of setting a specific threshold, the Board has adopted a materiality approach–just as is done in private sector accounting.  Each entity will establish its own threshold and guidance for applying the threshold to bulk purchases.  The Board believes that permitting management discretion in establishing capitalization policies will lead to a more cost-effective application of the accounting standards.
DoD Financial Management Regulation Volume 4, Chapter 6, 060103

General PP&E

The General PP&E consists of tangible assets that have an initial acquisition cost, book value or, when applicable, an estimated fair market value (see paragraph 060202 for definitions of these terms) that equals or exceeds the DoD capitalization threshold.  The current DoD capitalization threshold is $100,000 for both General and Working Capital Funds.

DoD Financial Management Regulation Volume 4, Chapter 6, 060205

Improvements to Existing General PP&E

The costs to improve a General PP&E asset shall be capitalized when the costs of the improvement increase the General PP&E asset’s capacity, size, efficiency, or useful life.  In addition, the cost of an improvement shall be capitalized only when the cost of the improvement equals or exceeds the DoD capitalization threshold (see paragraph 060103.A.1.d of this Chapter), regardless of funding source.

The cost of improvements to more than one General PP&E asset, when performed under a single contract or work order and that cannot be specifically identified by asset, shall be capitalized only if the allocated cost per General PP&E asset equals or exceeds the DoD capitalization threshold. When more than one improvement is made to a single building, and the improvements are part of one overall effort to increase the building’s capacity, size, or useful life, the sum of the costs of the improvements shall be capitalized, if the summed costs equal or exceed the DoD capitalization threshold.  This is required even when the improvements are funded separately.  Once a determination has been made that the aggregate costs of the improvements will be capitalized, each improvement should be capitalized and depreciation begun when the improvement is completed.

B.2.4.3 Recommendation

The Capitalization Threshold Study acknowledges difficulties in the “As-Is” environment.  As DoD modifies its reporting structure, accounting procedures, and functional and technical capabilities, financial thresholds for real property capitalization could change.  The “To-Be” environment’s vision for modernized business and financial processes and systems in which relevant, reliable, and timely business information is available on a routine basis, can be accommodated to the physical accountability threshold.

In the “To-Be” environment, the application of the capitalization threshold will not be visible.  However, it is essential that capital assets and improvements be accurately identified by the engineering community, as defined by FASAB.  Once such assets and capital improvements are determined and recorded in the property management (non-financial) systems, the proposed financial management and reporting solution will provide the capability to extract the cost data from the non-financial systems, automatically apply the capitalization threshold, and generate the appropriate financial reports automatically.
B.2.5 Estimated Useful Life

B.2.5.1 Background and Current Deficiency

Three factors affect the computation of depreciation.

· Cost.  The acquisition cost plus all reasonable and necessary expenditures to get the asset in place and ready for use.

· Residual Value (Salvage).  An asset’s estimated scrap, salvage, or trade-in value as of the estimated date of disposal.

· Estimated Useful Life.  The total number of service units expected from a long-term asset.

In the “To-Be” environment, the financial reports will provide reliable information that can be used by management for accurate decision-making.  Furthermore, real property depreciation may be included in the rate fee calculations to establish user charges for the Working Capital Fund (WCF) activities.  Because the estimated useful life of an asset has a significant impact on the period expenses, careful consideration should be given to ensuring that it is reasonably accurate.

Shortening the asset’s useful life will increase expenses in the periods.  An estimated life in excess of actual life understates the expenses during those periods

Additionally, the audit community has expressed concern that DoD’s current recovery periods may not accurately represent the true useful lives of the assets.
The Accounting Work Group analyzed the Whitestone report titled, “Development of a Restoration & Modernization Requirements Process.”  This report provided guidance that could be used to adopt better-defined economic useful lives for inclusion in the depreciation expense calculations.  The intent of the Whitestone project is to develop a technically sound and defensible method for estimating DoD restoration and modernization funding requirements.  The Whitestone report outlines the economic service lives by DoD FAC codes as derived from the U.S. Bureau of Economic Analysis (BEA).

B.2.5.2 Regulatory Requirement

The following financial requirements address the estimated useful life issue.

Federal Accounting Standards Advisory Board (FASAB)

Statement of Federal Financial Accounting Standard No. 6 (SFFAS -6)

Expense Recognition

Paragraph 35: Depreciation expense is calculated through the systematic and rational allocation of the cost of general PP&E, less its estimated salvage/residual value, over the estimated useful life of the general PP&E.  Depreciation expense shall be recognized on all general PP&E, except land and land rights of unlimited duration. Estimates of useful life of general PP&E must consider factors such as physical wear and tear and technological change (e.g., obsolescence).

· Various methods can be used to compute periodic depreciation expense so long as the method is systematic, rational, and best reflects the use of the PP&E.

· Any changes in estimated useful life or salvage/residual value shall be treated prospectively.  The change shall be accounted for in the period of the change and future periods.  No adjustments shall be made to previously recorded depreciation or amortization.

DoD Financial Management Regulation Volume 4, Chapter 6
Calculation of Depreciation

Depreciation expenses shall be calculated and accumulated using the straight-line method based on the recorded cost less salvage value, and divided equally among accounting periods during the asset’s useful life based on recovery periods in DoD FMR.  Salvage value will be used in the calculation only if it exceeds 10 percent of the cost of the asset.  Table B-9 prescribes the recovery periods (useful lives) currently used for depreciable General PP&E assets.

Table B-9: DoD FMR Current Recovery Periods For Depreciable General PP&E Assets

(Excludes National Defense PP&E and Heritage Assets)

	Description of General PP&E Assets
	Recovery Period

	General Purpose Vehicles (includes Heavy Duty Trucks and Buses); ADP Systems and Hardware (Computers and Peripherals); High Tech Medical Equipment; Equipment used in Research, Development, Test and Evaluation (RDT&E); Radio and Television Broadcasting Equipment; and Software

Improvements to 5-Year Recovery Period Property (Personal Property)
	 5 years*

	All Other Equipment, Machinery, and Software**

Improvements to 20-Year Recovery Period Property
	10 years

	Vessels, Tugs, Barges, and Similar Water Transportation Equipment (Non-National Defense PP&E vessels/ships)

Steam (12.5K pounds per hour or more) and Electric Generation Equipment (500 Kilowatt or more), Sewers and Other Utilities (including such things as fiber optic cable)

Fences, Roads, Bridges, Towers, Ship and Railroad Wharves and Docks, Dry Docks, Fuel Storage Facilities, and Other Real Property Structures.

Improvements to 40-Year Recovery Period Property
	20 years

	Buildings, Hangers, Warehouses, Fuel Storage Buildings, Air Traffic Control Towers, and Other Real Property Buildings
	40 years

	Improvements to Leased Buildings and Other Real Property (Leasehold Improvements)
	Remainder of lease period or 20 years whichever is less

	Land Rights of Limited Duration
	Over the specified duration


A recovery period of less than 5 years is permitted when the acquiring DoD Component is certain that the useful life of an asset is at least 2 years but less than 5 years. In such circumstances, the recovery period shall be the known useful life (2-4 years, as appropriate).

** Depending on the nature of the software, it may be depreciated over a period of less than 5 years, 5 years, or 10 years. The determining factor should be the actual estimated useful life of the software consistent with that used for planning the software’s acquisition.

B.2.5.3 Recommendation

B.2.5.3.1 Data Elements

The core data element listed in table B-10 will be implemented to determine the proposed estimated useful lives of the real property assets in the “To-Be” environment.

Table B-10: FAC Code Data Element for Estimated Useful Life

	Data Element
	Data Element Description

	RPA Predominant Design Use FAC Code
	The designator representing the original intended use of the real property asset as shown on the original planning documents unless the physical characteristics have been altered through an improvement project to accommodate a new design use based on the largest quantity configured.  This information is the original FAC code derived from the CATCODE on either the DD Form 1391 (FY, Military Construction Project Data) or DD Form 1354 (Transfer and Acceptance of Military Real Property).


B.2.5.3.2 Business Characteristics

The following business characteristics will be established to standardize the implementation of the proposed estimated useful lives in the process of calculating the depreciation expense.

Original Facility

· The economic useful lives of real property assets will be assigned by FAC code in the “To-Be” environment.  To accommodate this, the Asset Configuration Design Use FAC Code assigned to the asset should represent the physical characteristics of that asset.  See appendix B-2 of this attachment.

· For Real Properties with multiple Asset Configuration Design Use FAC codes, the economic useful life of the RPA Predominant Design Use FAC code should be used to calculate the depreciation expense for the entire asset.  This does not apply to land.  See appendix B-2 of this attachment.

Capital Improvement

· The estimated useful life of capital improvements involving a conversion of the functionality of the original asset, e.g., altering the original designed use of the facility, will be determined by the new FAC code assigned to the facility.

· The estimated useful life of capital improvements, such as major renovation projects, that extend the useful life of an asset, but do not alter the original designed use of the facility should be determined by the engineering community during the project planning and design phase.  The estimated useful life of the capital improvement should not exceed the standard useful life for the Asset Configuration Design Use FAC Code.

· The estimated useful life of capital improvements that increase size, capacity, or efficiency, such as raising the roof or installing HVAC where none existed, should be determined by the engineering community during the project planning and design phase.

B.2.5.3.3 Policy Revision

The DoD FMR Volume 4, Chapter 6, should be refined to adopt the economic useful lives by facility type as outlined in the Whitestone report and subsequent updates.  See appendix B-2 of this attachment. The results better represent the true useful lives of the real property assets and will be included in the depreciation expense calculation for the financial statements.

B.2.6 Construction-in-Progress (CIP)

B.2.6.1 Background and Current Deficiency
The Accounting Work Group completed a review of the following audit deficiencies and the relevant federal financial requirements.  The Group analyzed the current business processes and developed revisions related to tracking the CIP value and improving management visibility.  The work group drafted business characteristics to accurately account for CIP, including certain costs (e.g., direct/indirect labor and material and installed equipment), and to assist in the timely transfer of completed projects to the real property asset account.

CIP is the accounting term that refers to the temporary classification of assets that are being built before being placed in service.  The CIP account is used to accumulate the costs of construction projects and may track one to hundreds of items.  Each item may represent the sum of numerous expenses or invoices.  The sum of these individual expenses for an item in the CIP account will determine the value of the asset when it is placed into service.

DoD’s current processes to track and report CIP do not provide management visibility at various levels and do not fully comply with federal financial requirements.  Military Services may not always have easy access to the CIP account that is being managed by their agents (USACE or NAVFAC) or by the Defense Agencies.  In addition, CIP may be tracked manually and reported to the Defense Finance and Accounting Service (DFAS) directly to be included in the financial statements.  Therefore, the process of reporting CIP does not provide the capability to trace the cost reported to its original transaction and satisfy the audit trail requirements.  Additionally, the current policies and guidance related to accounting for CIP are not consistently applied, including accounting for certain costs that result in the creation of a capital asset in the CIP account.

DoD Inspector General (IG) audit report number D-2000-172, issued on 11 August 2000, identified the following audit deficiencies related to CIP accounting.  Accurate reporting of the real property portion of the PP&E account is critical to achieving the unqualified audit opinion on the financial statements.

· Internal controls were not sufficiently adequate to ensure that completed real property projects were transferred from the CIP account to the real property accounts promptly and into the proper amount.  Supporting documentation may not be received from the construction agents or the CIP value reported on the financial statements could not be reconciled with ongoing projects because of inadequate supporting documentation.

· The full cost of a completed project could not be easily reported.  Project managers responsible for ensuring that the final project cost included both design and construction costs lacked a method or device to link the engineering and design costs over several years to the construction funds.
· The Military Services were not consistent in defining when completed projects should be recorded in the real property databases.
B.2.6.2 Regulatory Requirement

The following financial requirements define the accounting standards for recognition and measurement of CIP.
Federal Accounting Standards Advisory Board (FASAB)

Statement of Federal Financial Accounting Standard No.  6 (SFFAS -6)

All general PP&E shall be recorded at cost.  Cost shall include all costs incurred to bring the PP&E to a form and location suitable for its intended use.  For example, the cost of acquiring property, plant, and equipment may include the following:

· Amounts paid to vendors;

· Transportation charges to the point of initial use; 

· Handling and storage costs; 

· Labor and other direct or indirect production costs (for assets produced or constructed); 

· Engineering, architectural, and other outside services for designs, plans, specifications, and surveys; 

· Acquisition and preparation costs of buildings and other facilities; 

· Appropriate share of the cost of the equipment and facilities used in construction work; 

· Fixed equipment and related installation costs required for activities in a building or facility; 

· Direct costs of inspection, supervision, and administration of construction contracts and construction work; 

· Legal and recording fees and damage claims; 

· Fair market value of facilities and equipment donated to the government; and

· Material amounts of interest costs paid. 

PP&E shall be recognized when title passes to the acquiring entity or when the PP&E is delivered to the entity or to an agent of the entity.   In the case of constructed PP&E, the PP&E shall be recorded as construction work in process until it is placed in service.  At that time, the balance shall be transferred to general PP&E.

DoD Financial Management Regulation Volume 4, Chapter 6, 060203B

The CIP account is used to accumulate the costs of real property construction projects.  The cost of equipment that is installed as an integral part of the real property or that normally could not be removed without dismantling the property also is included in the CIP account.  Examples of such equipment include heating and air conditioning systems and elevators.  Costs included in the CIP account are accumulated regardless of the source of funding, (Military Construction; Minor Construction; Operation and Maintenance; Research, Development, Test and Evaluation; etc.), and include direct labor, direct material and overhead.

Construction overhead costs include any cost of construction that benefits more than a single construction project.  Overhead may include costs for supervision and other indirect labor, supplies and materials, transportation, depreciation, etc.  Construction overhead may be collected in cost pools and allocated to specific construction projects in proportion to the benefits received.

CIP costs shall be captured and accumulated by real property asset or structure to facilitate determining whether the capitalization threshold has been met.  Engineering and design costs also should be captured in the CIP account.  Upon completion, if the accumulated costs equal or exceed the DoD capitalization threshold, the accumulated costs shall be transferred to the proper PP&E asset account as the recorded cost of the real property.  If the accumulated costs do not meet the DoD capitalization threshold, such costs shall be expensed in the year management determines that the capitalization threshold was not or will not be met.  Costs related to in-house construction, contractor construction, and construction by other government agencies also shall be recorded in the CIP account.

B.2.6.3 Recommendations

B.2.6.3.1 Data Elements

For constructed assets, the RPA Placed In Service Date will be the date on which the real property project costs are transferred from the CIP account to the real property asset accounts.

B.2.6.3.2 Business Characteristics

The following business characteristics address the audit deficiency related to a lack of consistency experienced when completed projects should be transferred from the CIP account to the real property asset accounts.  These characteristics are defined in table B-4.  The Acquisition Cost can be validated by audit of the CIP transactions as related to the RPUID.
The Accounting Work Group also recommends business characteristics to illustrate the types of construction costs that should be accumulated in the CIP account to comply with the federal financial requirements listed in SFFAS-6.  If the construction is cancelled or not programmed within the Future Years Defense Plan (FYDP), the costs should be moved from the CIP and shown as an expense.

The real property assets will be recorded at full cost.  The cost of a new construction or a capital improvement to an existing asset will be accumulated in the CIP account.  The CIP should be reported by the Department or Agency funding the construction.  This is independent of the Appropriation.  If the Construction Agent cites the funds of another Component directly, then the agent must report the CIP to the Funding Agency and maintain the audit trail back to the RPUID.  Cost will include all costs incurred to bring the asset to a form and location suitable for its intended use.  These costs may include but not limited to those listed in table B-11.

Table B-11:  Construction-in-Progress Cost Matrix

	Cost Type
	Description

	Cost of contract work
	Amounts paid for work performed under contract, as well as any incentive fees paid to contractors to reward performance goals.

	Direct cost of labor
	The direct cost of labor and all associated fringe benefits in connection with the construction project. Includes both military and civilian labor costs.

	Direct cost of materials and supplies
	The purchase price, the cost of inspection, and loading assumed by the carrier.

	Cost of Supervision, Inspection, and Overhead (SIOH)
	Support associated with the administration of contracts for facility projects.  May include contract award, payments, inspections, material testing, and other actions taken during contract execution.

	Cost of transportation
	Amounts paid for transportation of workers, materials, and supplies in connection with the construction project.

	Cost of handling and storage
	Amount paid for packaging and storing the materials and supplies and equipment used in the construction project.

	Cost of injuries and damages
	Costs incurred as a result of injuries to people or property incurred directly as a result of the construction project.

	Cost of legal and recording fees
	Legal fees incurred to bring the asset to its intended use (e.g., title or recording fees).

	Cost of architecture and engineering studies
	Amounts paid for engineering, architectural, and other outside services for designs, plans, specifications, and surveys.  May include design reviews, environmental impact studies, and soil testing for the new construction projects.

	Cost of facility and site preparation 
	Amounts paid to prepare the site for new construction, such as soil removal and restoration.

Includes amount paid to prepare the asset for its intended use, such as installation of utilities in a facility.

	Cost of installed equipment
	Fixed equipment and related installation costs required for activities in a facility.

	Cost of government furnished equipment or material (GFE, GFM)
	An appropriate share of the cost of the government furnished equipment and material and facilities used in construction work.

	Cost of donated assets
	The fair market value of facilities and equipment donated to the government, as authorized by a special legislation, in connection with the construction project.  


B.2.6.3.3 Business Process

A project number, as its own unique identifier, will be assigned to all approved real property projects.  All engineering and design costs incurred prior to construction will be accumulated in the CIP account.  The project will be mapped to the CIP account to link all pre-construction engineering and design costs.  Upon issuance of the RPUID, the project will be mapped to the RPUID to link the pre-construction cost accumulated in the CIP account to a specific real property asset.  Consequently, the pre-construction cost can be separately identified from the construction cost.  The RPUID will be mapped to the CIP account to provide traceability for all construction costs incurred to the real property asset.  Additionally, the full cost of the real property projects can be adequately captured and reported.

In a case where the project is cancelled or the construction funding is not within the FYDP, the pre-construction cost in the CIP account should be charged to the operating expense account.

Each project may represent one or more real property assets.  Every real property asset may consist of one or more projects.  Consequently, each project may be mapped to one or more RPUID.

Figure B-2 illustrates the concepts described above and the relationship between the RPUID and the project number.  The uniqueness of the project number will be discussed further with the BMMP Domains, and will be analyzed in future initiatives.


[image: image15]
Figure B-2: Project Number and RPUID Process Diagram for a Design-bid-Build Project

B.2.7 Preponderance of Use

B.2.7.1 Background and Current Deficiency
The work group developed a number of cases/scenarios to enhance the interpretation of the preponderance of use policy.  See appendix B-3 of this attachment.  The work group also developed a long-term solution to allow all DoD Components to account for their share of expenditures and cost of operations.

In general, PP&E is recognized as an asset and is capitalized on the financial statements of the DoD Component that acquires the asset.  There are some exceptions to this general rule when another DoD Component uses or occupies all or a portion of the asset, or makes a capital improvement to the asset.  Identifying the responsible Component to report the asset and the associated capital improvements is a critical part of capturing the full cost of operations.  This is especially important for WCF activities in determining reimbursements, and setting fees and prices for goods and services provided.  The rates should be adequate to recover the full cost of goods and services.  It is important that the proper entity capitalizes the cost of PP&E and depreciates that cost appropriately.  The preponderance of use policy of DoD FMR, referenced below in the Regulatory Requirements, sets forth the financial reporting responsibilities for the Military Services and Defense Agencies.
By law, Defense Agencies are not permitted to own real properties.  The Military Services have jurisdiction over such properties; hence, they have administrative accountability for properties used by DoD Agencies.   Per the DoD FMR, the preponderant user of the facility shall recognize and report facilities funded or used in their operations.  Furthermore, the WCF activity that funds a capital improvement shall recognize and report the improvement and associated depreciation expense on its financial statements.

Currently, there is no reconciliation process between the Military Services and the Defense Agencies systems.  This may result in a property not being reported; duplicate reporting, or inaccurate valuation of the property and/or capital improvements.  To ensure accurate recording of an asset and/or a capital improvement by the appropriate DoD Component, all Components need to adopt a standard process to identify the tenants - the users of a facility.  This information will help the Components apply the preponderance of use policy.

The RPI workshop identified core data elements related to the recognition of real properties and capital improvements.  The Accounting Work Group determined that additional data elements and business characteristics were needed to provide for the accurate recognition and recording of the assets in accordance with the preponderance of use policy and the reporting requirements of the WCF activities.
B.2.7.2 Regulatory Requirements

The following financial requirement defines the preponderance of use policy.

DoD Financial Management Regulation Volume 4, Chapter 6, 060105 B4

DoD components shall only report predominately used General PP&E assets owned by other DoD Components when the cost of those assets, taken as a whole, are material to the predominant user Component’s financial statements.

General Fund

Military Departments.  Generally, a Military Department shall not recognize or report facilities occupied on another Military Department’s installation.  For example, if the Air Force is a tenant on an Army installation and the predominant user of a building on that installation, the Army would still report the building on the Army’s financial statements; not the Air Force.

Defense Agencies.  The Defense Agencies that produce financial statements and/or are included in the DoD Consolidated Financial Statements are an exception.  These, users of Service-owned facilities, generally must recognize and report the facilities used in their operations.  The facilities are material to the performance of their mission.  Most facilities used by the Defense Agencies are owned by, or titled to, the Military Departments.  Generally, these facilities are significant to the operation of the Agencies and form an integral or necessary part of their output.  As such, these facilities are material to the Defense Agencies and must be excluded from the financial statements of the Military Departments.  The Defense Agencies and Military Departments should coordinate with each other to ensure completeness and avoid duplicate reporting of General PP&E.

Working Capital Funds (WCF)

General.  When a WCF activity is the preponderant user of a facility, that WCF activity shall report and depreciate that facility on its financial statements.  This requirement exists without regard to whether the WCF activity belongs to a Military Department or a Defense Agency.

Preponderant Use and Improvements.  WCF activities funding capital improvements shall report and depreciate such improvements on their annual financial statements, whether or not the WCF activity is the preponderant user of the facility improved.  For example, if the Defense Logistics Agency (DLA) occupies a facility with an Army activity and occupies less square footage in the facility than the Army, but makes a capital improvement to its portion of the facility, the improvement should be recorded in the applicable property records.  The DLA should report and depreciate the improvement on the DLA financial statements.  The same accounting treatment and reporting requirement shall apply if in the above example DLA is the preponderant user of the facility improved.

B.2.7.3 
Recommendation

B.2.7.3.1 Short Term Resolution

This report recommends no change to the preponderance of use policy as stated in the DoD FMR Volume 4, Chapter 6.  The following will be implemented as a short-term resolution to provide for accurate reporting of the real property assets and to assist in achieving the clean audit opinion on the DoD’s financial statements.

The Accounting Work Group emphasized the need for the ‘To-Be’ environment to provide an integrated solution, single property record with an RPUID, and management visibility at various levels within the entity.  Additionally, the work group expressed the requirement for the ‘To-Be’ environment to provide the capability for automation of all reconciliation processes.

Data Elements

The RPI core data elements listed in table B-12 were identified by the Accounting Work Group as critical to managing the real property assets:

Table B-12: Recommended Core Data Elements for Physical Accountability

	Data Element
	Data Element Description

	Asset Allocation User Organization Code
	Identifies the organization using a specific portion of a real property asset.

	Facility Replacement Program Organization Code
	Identifies the organization responsible for replacement of the entire facility.  Does not apply to land.  A facility can have only one Facility Replacement Program Organization Code.

	Facility Replacement Program Fund Code
	Identifies the fund type for replacement of the entire facility.  Does not apply to land.  A facility can have only one Facility Replacement Program Fund Code.

	Asset Allocation Sustainment Organization Code
	Identifies the organization(s) responsible for funding sustainment of the assigned portion of the real property facility.  The code ‘99’ will be used for facilities that will not be sustained.  A facility can have multiple Asset Allocation Sustainment Organization Codes.

	Asset Allocation Sustainment Fund Code
	Identifies the fund type(s) that will pay for sustainment of the assigned portion of the real property facility.  A facility can have multiple Asset Allocation Sustainment Fund Codes.


The core data elements listed in table B-13 will be used to assist in the proper application of the preponderance of use policy.  Specifically, the Capital Improvement data elements were created because not all replacements or restorations, listed in the preceding table, meet the criteria of capital improvements, as defined by the Statement of Federal Financial Accounting Standard No. 6 (SFFAS -6).
Table B-13: Recommended Core Data Elements for Financial Accountability

	Data Element
	Data Element Description

	RPA Financial Reporting Organization Code
	Identifies the organization responsible to report and depreciate the original asset or capital improvement or both on its financial statements.

	RPA Preponderant Using Organization Code
	Identifies the entity using the largest quantity of unit of measure space in a real property asset.

	Project Detail Organization Code
	Identifies the organization, or organizations, responsible for making capital improvements to the facility.

	Project Detail Fund Code
	Identifies the actual fund type(s) used to fund the work called for in the real property capital improvement project.


B.2.7.3.2 Business Characteristics

The business rules listed in table B-14 will be implemented to elaborate on the definition of data elements in table B-13.

Table B-14: Recommended Business Rules

	Data Element
	Business Characteristic

	RPA Financial Reporting Organization Code
	The RPA Financial Reporting Organization Code is used to report and depreciate the original acquisition cost of the facilities on the financial statements as follows.

In the case of a General Fund (GF) Military Service: For the original asset, the code represents the owner of the facility.

Defense Agencies and WCF Activities:  For the original asset, represents the predominant user of the facility (RPA Preponderant Using Organization Code).  Defense Agencies do not report land.

If the funding for the original acquisition cost is Working Capital Funds, then the WCF funding activity must report those costs and the associated depreciation as long as that original funding activity continues to be the predominant user of the facility.

The RPA Financial Reporting Organization Code is used to report and depreciate the capital improvements on the financial statements, as follows.

In the case of a GF Military: For capital improvement, the code represents the owner of the facility.

Defense Agencies: General Fund (GF):  For the capital improvement, the code represents the predominant user of the facility (RPA Preponderant Using Organization Code)

WCF:  For the capital improvement, the code represents the activity funding the capital improvement (Project Detail Organization Code) as long as the original funding activity continues to use the facility.

	RPA Preponderant Using Organization Code
	In the case of the Defense Agencies and WCF activities, the predominant user at the end of the reporting period shall report the asset and the associated depreciation expense on the financial statements.  In the case of a GF military service facility, the owner of the facility shall report the asset and the associated depreciation expense on the financial statements regardless of the preponderance of use policy.

	Asset Allocation User Organization Code
	In any given facility, there may be multiple DoD users.  Each occupant shall be recorded as a user of the facility via the Asset Allocation User Organization Code in the real property inventory.

	Project Detail Organization Code
	The WCF activity making/funding the capital improvement shall report and depreciate the capital improvement.  In this case, the Project Detail Organization Code = RPA Financial Reporting Organization Code for the capital improvement.  However, the original asset may have a different RPA Financial Reporting Organization Code.

	Project Detail Fund Code
	The fund type(s) for each capital improvement shall be recorded in the real property inventory.  Various organizations and fund types may fund capital improvements.  However, the WCF activities shall account for and report their share of capital improvement investments, whether they are the preponderant user or not.

	Facility Replacement Program Fund Code
	There can be only one Facility Replacement Program Fund Code for a facility.

	Facility Replacement Program Organization Code
	There can be only one Facility Replacement Program Organization Code for a facility.

	Asset Allocation Sustainment Fund Code
	There can be multiple Asset Allocation Sustainment Fund Codes per facility.

	Asset Allocation Sustainment Organization Code
	There can be multiple Asset Allocation Sustainment Organization Codes per facility.


B.2.7.3.3 Policy Revision

The DoD FMR Volume 4, Chapter 6 should be refined to include the scenarios described in appendix B-3 of this attachment to enhance the definition and illustrate the application of the preponderance of use policy.

B.2.7.3.4 Long Term Resolution

The Accounting Work Group analyzed the preponderance of use policy as stated in DoD FMR and the ‘To-Be’ vision of the DoD enterprise to provide an effective and efficient asset management process and to enable optimal financial management reporting.

The DoD enterprise ‘To-Be’ environment will provide capabilities to combine cost accounting, performance measurement, financial reporting, asset management, and budgetary control in an integrated solution to accomplish objectives associated with planning, decision-making, and reporting by reasonable allocation of federal resources.  SFFAS-4 defines a cost accounting solution as a continuous and systematic cost accounting process that may be designed to accumulate and assign costs to a variety of objects routinely or as desired by the management.  In describing the purposes of using cost information, SFFAS-4 says, “In managing federal government programs, cost information is essential in the following five areas: (1) budgeting and cost control, (2) performance measurement, (3) determining reimbursements and setting fees and prices, (4) program evaluations, and (5) making economic choice decisions.”

The lack of a systematic cost accounting process resulted in the introduction of the preponderance of use policy as an intermediate solution to account for the cost of the real property assets and capital improvements.  To accurately allocate the cost of operations to the proper entities, operations, programs, and outputs, the proposed ‘To-Be’ processes will provide the capability to allocate the cost of the real property assets and the depreciation expense, on a prorated basis, to each occupant regardless of the funding source.  The current policy requires the preponderant user of the facility to account for the asset and its depreciation expense.  Under this methodology, the costs of operation may be overstated for the preponderant user of the facility and understated for other tenant organizations.

B.2.7.3.5 Business Characteristics

The following business characteristics will be considered for the ‘To-Be’ environment.

Real Property Cost & Depreciation

The preponderance of use policy may be refined to allow each tenant organization to recognize and report its share of the cost of the real property asset and the depreciation expense on its financial statements.

Capital Improvement

The cost of a capital improvement that is exclusively funded by one organization shall be recognized and reported on the funding organization’s financial statements.  However, the cost of a capital improvement that is funded by multiple organizations and embodies future benefits that contribute to the operations of those organizations shall be allocated on a prorated basis to the funding organizations and reported on their financial statements.

B.2.8 Government Owned Contractor Operated (GOCO)

B.2.8.1 Background and Current Deficiency
The Accounting Work Group discussed the below deficiencies and proposed to refine the current processes and data requirements related to accumulating GOCO property information to support management control over such properties and to provide accurate information for complete asset accountability and visibility.  It was determined that contractors must follow the same business characteristics identified for accountability of real property assets. These business characteristics include those for the acceptance and transfer of military real property, the date triggering depreciation, and accounting for CIP.  The Accounting Working Group further developed standard data elements and business characteristics, illustrated below, to support the GOCO asset accountability.
In accordance with Federal Acquisition Regulation (FAR), part 45, “Government Property”, subpart 45.505-7, “Records of Real Property,” Government Owned Contractor Operated (GOCO) facilities represent facilities that are owned by DoD and operated and maintained by Federal contractors.  The contractor is responsible for the function, mission, and operation of the facility.  According to the FAR, the contractor is responsible for maintaining the official property records for the government.

Each Contractor occupying Government property is required, by contract, to report real property annually on the DD Form 1662, DoD Property in the Custody of Contractors.  The Contractor has the responsibility to maintain detailed records for the real property and annually report to the Government property administrator the beginning and ending balances of the property, to include any changes to the real property, such as capital improvements.  In addition, the Military Services must include GOCO real properties in their real property databases because they retain the title to the property and the GOCO properties are reported on their financial statements.

The cost of a capital improvement that is exclusively funded by one organization shall be recognized and reported on the funding organization’s financial statements.  The cost of a capital improvement that is funded by multiple organizations and embodies future benefits that contribute to the operations of those organizations, shall be allocated on a prorated basis to the funding organizations and reported on GOCO facilities.

Currently, there are deficiencies in managing GOCO properties. The DoD is not able to properly account for the GOCO facilities and the associated capital improvements. In addition, they are not able to track capital improvements made by the contractor in GOCO facilities at the detailed level required for the property management systems.  According to the DoD IG Audit Report, “Accuracy of the Government – Owned Contractor – Occupied Real Property in the Military Department’s Real Property Databases,”  dated 22 December 2000, the real property inventories do not contain accurate GOCO information.  This is due to a lack of management controls to ensure that the real property government personnel obtain the information needed to update the real property databases for the changes made by the contractors.  The DoD IG Audit Report also reported that the military services did not comply with DoD regulations that required accurate valuation of all real property.  The real property inventories did not reflect the updated or final cost of the GOCO properties.

B.2.8.2 Regulatory Requirement

The following federal financial requirements define the contractor’s requirements and responsibilities when accounting for a GOCO facility.  The general regulatory requirements relating to accounting for real property, such as acquisition costs, depreciation expense recognition, capitalization thresholds, capital improvements, and asset disposal also apply. 

Federal Accounting Standards Advisory Board (FASAB)

Statement of Federal Financial Accounting Standard No. 6 (SFFAS -6)

Chapter 2 – Accounting Standard Property, Plant, & Equipment Definitions

PP&E consists of tangible assets, including land, that meet the following criteria:  they have estimated useful lives of 2 years or more; they are not intended for sale in the ordinary course of operations; and they have been acquired or constructed with the intention of being used, or being available for use by the entity.

PP&E also includes assets acquired through capital leases, including leasehold improvements, and property owned by the reporting entity in the hands of others (e.g., state and local governments, colleges and universities, or Federal Contractors).

DoD Financial Management Regulation Volume 4, Chapter 6, 060108

Government Property in the Possession of Contractors

Government property in the possession of contractors, whether government-furnished, contractor-acquired or contractor-fabricated, consists of seven mutually exclusive categories, as reflected on DD Form 1662: Land, Other Real Property, Other Plant Equipment, Industrial Plant Equipment, Special Test Equipment, Special Tooling, and Military Property (Agency Peculiar). Material (contractor acquired or government furnished) also reported on the DD Form 1662 generally is not PP&E.
To maintain effective property accountability and control, and for financial reporting purposes, the DoD Components shall record in DoD property accountability systems, detailed information on property provided to contractors, to include real property (GOCO facilities) and DoD property transferred from one contract to another. DoD property procured or fabricated by a contractor shall be accounted for and reported by the contractor until the property is recorded in DoD property accountability records or systems.

Federal Acquisition Regulation, 45.5 – Management of Government Property in the Possession of Contractors 45.505-7 – Records of Real Property

The contractor shall maintain an itemized record of the description, location, acquisition cost, and disposition of all Government real property (including unimproved real property); all alterations, construction work, and sites connected with such alteration and construction, acquired by purchase, lease, or otherwise. These records, including maps, drawings, plans, specifications, and supplementary data where necessary, shall
1. Be complete; 

2. Show the original cost of the property and improvements and the cost of any changes and additions; and 

3. Be appropriately indexed.

Costs incurred by the contractor or the Government for new construction, including erection, installation, or assembly of Government real property in possession of the contractor, shall be capitalized in the official Government real property records and financial accounts maintained by the contractor for the Government.
Costs incurred for additions, expansions, extensions, conversions, alterations, and improvements, including applicable portions of capital maintenance, that increase the value, life, utility, capability, or serviceability of Government real property shall be capitalized.

Costs incurred for portable buildings or facilities specifically constructed for tests that involve destruction of the facility shall not be capitalized in the Government real property records or financial accounts.
Costs incurred for maintenance, repair, or rearrangement to maintain the Government real property in good physical condition, utility, capacity, or serviceability shall be charged to expense, and the real property records shall not be affected. 

When Government-owned real property is sold, transferred, donated, destroyed by fire or other cause, abandoned-in-place, or condemned, the financial accounts shall be reduced by the presently recorded cost and the real property records annotated with a supporting statement, including pertinent facts.

B.2.8.3 Recommendations

B.2.8.3.1 Data Attributes

The following attributes will be added to the Site Operational Status Code to facilitate the identification of GOCO facilities.
A data attribute will be added to the core data elements listed in table B-15 to distinguish each as belonging to the government or a non-government entity.

Table B-15: Proposed Data Attributes to Distinguish Contractor Funded Projects

	Data Element
	Data Element Description

	Project Detail Fund Code
	Identifies the actual fund type(s) used to fund the work called for in the real property capital improvement project.

	Project Detail Organization Code
	Identifies the organization, or organizations, responsible for making capital improvements to the facility.  Not all restorations are capital improvements.  Capital improvements may be funded by various organizations and fund types.  The WCF activities will account for and report their share of investments, whether they are the preponderant user or not.

	Asset Allocation Sustainment Fund Code
	Identifies the fund type(s) that will pay for sustainment of the assigned portion of the real property facility.  A facility can have multiple Asset Allocation Sustainment Fund Codes.

	Asset Allocation Sustainment Organization Code
	Identifies the organization(s) responsible for funding sustainment of the assigned portion of the real property facility.

	Facility Replacement Program Fund Code
	Identifies the fund type for replacement of the entire facility.  Does not apply to land.  A facility can have only one Facility Replacement Program Fund Code.

	Facility Replacement Program Organization Code
	Identifies the organization responsible for replacement of the entire facility.  Does not apply to land.  A facility can have only one Facility Replacement Program Organization Code.


Business Characteristics

The following business characteristics will be established in the “To-Be” environment.

The Contractor must follow the same business characteristics as those identified for accountability of real property assets.  These rules include those for the acceptance and transfer of military real property, the date triggering depreciation expense, accounting for capital improvements including CIP, non-owned property, and disposal of property.

Acceptance and Transfer of Military Real Property

The Contractor will be responsible for maintaining the acquisition information of the Government real property it is using or occupying.  This is identified on the Final Transfer and Acceptance of Military Real Property, DD Form 1354.  The acquisition information must include the asset acquired date, asset built date, and the acquisition cost.  For construction projects, the cost is transferred from the CIP account to the asset account at the time it is placed in service.  If the asset is transferred, the cost of the asset is the book value recorded on the transferring DoD Component’s financial records.

Depreciation Expense
The Contractor will be responsible for the accuracy of the Placed in Service Date.  This date triggers the depreciation process in the Government financial system.

Capital Improvements

The CIP will be reported on the Government financial records for any Capital Improvement.  The Contractor is responsible for reporting partial payments that must be accumulated in the CIP account.  All business characteristics and processes related to the CIP account apply.  On the date on which the asset is placed in service, the cost is transferred from the CIP account to the asset/capital improvement account via a Transfer and Acceptance of Military Real Property document.  At that point, the depreciation of the capital improvement commences.

It is anticipated that in the “To-Be” environment, the contractor will be required to track the cost and physical attributes of the capital improvement separately from the other operating expenses.  The Contractor must also report detail information as needed to properly record the information in the Services’ real property management systems.

Disposal of Property

The Contractor must follow the business characteristics regarding the disposal of Government-owned property when it is sold, transferred, donated, or destroyed.

The Disposal Start Date will represent the date on which the real property and its associated depreciation and accumulated depreciation (except for land) are no longer reported under the General PP&E account on the financial statements and the depreciation calculation is discontinued.  For properties that are part of a BRAC or a special legislation to be disposed of at a future date, the net book value of the asset should be removed from the General PP&E account and recorded at its NRV in the Other General PP&E account.  This action does not apply to Land Disposal; depreciation is not relevant to land. 

These business characteristics and recommendations will also apply to real property assets that are part of a BRAC.  For assets that are part of a BRAC, the Disposal Start Date represents the operational closure date established by BRAC law.

For demolitions, the Disposal Start Date represents the demolition contract’s start date.
For transfers and sales, the Disposal Start Date represents the date on which the instrument is endorsed or operation is ceased, whichever comes later.  

For natural disasters, the Disposal Start Date represents the actual date of the incident.  The format is defined as YYYY/MM/DD.

The Disposal Completion Date will represent the date on which the physical accountability of the real property asset ends.

Policy Revision

Contracts issued by the DoD Components should be modified to require the application of DoD business characteristics and to record the data directly into the Services’ property management systems.  This will require providing appropriate training and operating manuals to the Contractors.  Information should be secured to ensure that Contractors’ proprietary information is safeguarded.

The DoD FMR Volume 4, Chapter 6, and the FAR 45.5 should be refined to include the data elements and business characteristics needed to support the implementation of a standard process for Contractors to record and account for GOCO facilities, capital improvements, and leases in the DoD Components’ systems.

B.2.9 Audit Trail

B.2.9.1 Background and Current Deficiency
The Chief Financial Officers Act requires federal agencies to prepare auditable annual financial statements.  To date, the DoD-wide statements have received a disclaimer of opinion from the auditors. This means that the statements are unauditable.  One weakness concentrates on the DoD’s inability to verify the reported amount for General Property, Plant, and Equipment because the documentation supporting the reported amount no longer exists or cannot be located.

The auditors identify significant line items and accounts in the financial statements and significant related financial statement assertions.  Financial statement assertions, as defined by GAO Financial Audit Manual (FAM), are management representations embodied in financial statement components.  Most of the auditor's work in forming an opinion on financial statements consists of obtaining and evaluating evidential matter concerning the assertions in such financial statements. The assertions are classified into the following broad categories.

· Existence or occurrence.  An entity's assets or liabilities exist at a given date, and recorded transactions have occurred during a given period.

· Completeness.  All transactions and accounts that should be presented in the financial statements are included.

· Rights and obligations.  Assets are the rights of the entity, and liabilities are the obligations of the entity on a given date.

· Valuation or allocation.  Asset, liability, revenue, and expense components have been included in the financial statements at appropriate amounts.

An audit trail is required to support the evidence required for the financial statement assertions.   As defined by GAO FAM
, the audit trail is evidence that demonstrates how a specific transaction was initiated, processed, and summarized. For example, the audit trail for a purchase could include a purchase order; a receiving report; an invoice; invoice register (purchases summarized by day, month, and/or account); and general ledger postings from the invoice register.

An audit trail provides transaction accountability.  It is a step-by-step record by which financial data can be traced to its source.  An electronic audit trail is evidence that can be used to trace RPI transactions to their source documentation to verify their validity and accuracy.  Audit trails can also be used to maintain security of the financial and non-financial data in the RPI and to recover lost transactions.

B.2.9.2 Recommendations

A list of supporting documentation be maintained as evidence to verify the reported amount of DoD property on the financial statements.

B.2.9.3 Regulatory Requirements

Joint Financial Management Improvement Program Property Management Systems Requirements (JFMIP-SR-00-04).

General Requirements – Mandatory.  The property management system must support the following common requirements for all property management functions:

· Provide an audit trail for entries to a property record, including the identification of the individual(s) entering or approving the information and/or data.

Acquisition of Property; Changes in Asset Values – Mandatory.
· For capitalized property and stewardship assets, provide an audit trail for all adjustments to quantities and units,

· For capitalized property only, provide an audit trail for all adjustments to property values.

Depreciation, Amortization, or Depletion of Capitalized Assets – Mandatory

· Provide an audit trail for amortization, depletion, and depreciation expenses.

Transfer, Disposal or Retirement of Assets

· Maintain an audit trail of transfer, disposal, and retirement actions.

B.2.9.4 Recommendations

A list of supporting documentation be maintained as evidence to verify the reported amount of DoD property on the financial statements.

Business Characteristics

The following business characteristics will be considered for the ‘To-Be’ environment.

Acquisition and Capital Improvements

To provide an adequate audit trail for recording an acquisition and any capital improvements associated with real property assets, all documents that make up the DD Form 1354 (Transfer and Acceptance of Military Real Property) will be electronically maintained.  Specifically, the following documents should be readily available to support the changes in asset value or physical attributes as a result of a new acquisition or capital improvement:

· Final bid documents;

· Signed acceptance document by the government;

· Contract/Other Legal Instrument (i.e., lease);

· Invoices to support the amount accumulated in the CIP account;

· DD Form 1391 and work orders to include the design cost during the planning phase;

· Appraisal results for the donated assets; and

· Transfer documents for transferred assets.

The National Archives and Records Administration (NARA) allows for electronic retention of this audit trail and specifies methods to transfer the data to NARA custody.  The RPUID will be referenced on all supporting documents and serves as the link for retrieval of electronic documents.

To provide an adequate audit trail for the recording of depreciation, capitalization, and depletion of a real property asset, the engineering study used to determine the estimated useful life of the real property will be retained.  If the FAC code and the estimated useful life of an asset changes, the document used to determine the new useful life and the date of each revision will be retained to provide adequate and complete support of the depreciation or capitalization calculation.  
Disposals

The following supporting documentation is required to provide an adequate audit trail for the disposal of a real property asset.  Again, the RPUID will be referenced on all supporting documents.  Certain disposal events trigger financial or administrative accountability transactions.

· Declaration of Excess document,

· Approval documentation (to include disposal of land),

· Legal instruments (such as a deed or contract) to indicate legal obligation to dispose of an asset, and

· Document showing the disposal start date. 
B.2.10 Leases and Other Non-Ownership Data Elements and Business characteristics

B.2.10.1 Background and Current Deficiency
DoD must account for and report non-owned real property it occupies and uses in the same manner as it does owned real property.  In general, the essential data elements and business characteristics will apply.  The RPI will include the basic physical location and geo-political characteristics of the property, just as for owned property.  However, additional data elements must be added to the RPI to fulfill asset management and financial management requirements as highlighted below.  These elements are dictated by the very nature of the agreements that create interest in the property.  Business characteristics were also established to address specific issues and to provide overall guidance about the nature of the data attributes and their inclusion in the RPI.
B.2.10.2 Regulatory Requirements

The following financial requirements define the accounting standards for recognition and measurement of non-owned property.

Federal Accounting Standards Advisory Board (FASAB)

Statement of Federal Financial Accounting Standard No. 6 (SFFAS -6)

and DoD Financial Management Regulation Volume 4, Chapter 6, 060207

Capital leases transfer substantially all the benefits and risks of ownership to the lessee. If, at its inception, a lease meets one or more of the following four criteria, the lease should be classified as a capital lease by the lessee. Otherwise, it should be classified as an operating lease. 

· The lease transfers ownership of the property to the lessee by the end of the lease term.

· The lease contains an option to purchase the property at a bargain price.

· The lease term is equal to or greater than 75 percent of the estimated economic life of the leased property.

· The present value of rental and other minimum lease payments, excluding that portion of the payments representing executory cost, equals or exceeds 90 percent of the FMV of the leased property.

The last two criteria do not apply when the beginning of the lease term falls within the last 25 percent of the total estimated economic life of the leased property.

SFFAS 5 – Accounting for the Liabilities of the Federal Government

In a lease transaction, the lessee should report a liability when one or more of the four specified capital lease criteria are met. The amount to be recorded by the lessee as a liability [FN 6: "The cost of general property, plant, and equipment acquired under a capital lease shall be equal to the amount recognized as a liability for the capital lease at its inception." (See SFFAS No. 6, "Property, Plant, and Equipment".)] under a capital lease is the present value of the rental and other minimum lease payments during the lease term, excluding that portion of the payments that represent executory cost to be paid by the lessor.

However, if the amount so determined exceeds the FMV of the leased property at the inception of the lease, the amount recorded as the liability should be the FMV.  If the portion of the minimum lease payments representing the executory cost cannot be determined from the lease provisions, the amount should be estimated.

DoD Financial Management Regulation Volume 4, Chapter 6, 060209 A

The Leasehold Improvement account is used to record the value of capitalized improvements to leased property. When leasehold improvements meet or exceed the DoD capitalization criteria, such improvements shall be capitalized and amortized.  If a leasehold improvement that meets the DoD capitalization threshold has been made to a capital lease, the improvement shall be amortized over the term of the lease. If a leasehold improvement that meets the DoD capitalization threshold has been made to an asset that has been procured by an operating lease, the leasehold improvement shall be amortized over 20 years or the expected duration of the lease, whichever is less.

Disclosure Requirement

DoD Financial Management Regulation Volume 6B, Chapter 10

Note 24 – Other Disclosures

A.  Entity as Lessee

· Description of Operating Lease Arrangements (Line 1.A).  Report information that would disclose the level of the agency’s funding commitments including, but not limited to, the major asset categories and such lease terms as the existence and terms of renewal options, escalation clauses, restrictions imposed by lease agreements, contingent rentals, and the lease period.

· Future Payments Due for Operating Leases (Line 1.B). Enter future lease payments, by major category, for all non-cancelable leases with terms longer than 1 year.

B. Entity as Lessor

· Description of Capital Lease Arrangements (Line 2.A.1). Provide the information necessary to disclose the commitments of the entity’s assets including but not limited to the major asset category and lease terms.

· Future Project Receipts from Capital Leases (Line 2.A.2). Enter future lease revenues by asset category for all non-cancelable leases with terms longer than 1 year.

· Description of Operating Lease Arrangements (Line 2.B.1). Provide the information necessary to disclose the commitments of the entity’s assets including but not limited to the major asset category and lease terms.

· Future Project Receipts from Operating Leases (Line 2.B.2). Enter future lease revenues by asset category for all non-cancelable leases with terms longer than 1 year.

B.2.10.3 Recommendations

The draft DoDI 4165.14, the current Service-specific data elements, and the draft RPI Core Data Elements database served as the initial basis to identify and define the RPI data elements related directly to DoD non-owned real property.  The attributes to be included in the RPI were defined as attributes that are in addition to those identified for owned assets and are essential for non-owned asset stewardship and financial accounting reporting.  The Work Group identified the following new or modified data elements for addition to the RPI core data elements database to meet the above financial requirements.

· RPA Interest Code. Designates the type of interest DoD has in the real property.  For leases, this code will allow the lease interest to be identified as either a capital or operating lease.

· Acquisition Cost to Government.  This data element represents the cost of real property acquired under a capital lease that is the lesser of either the FMV or the present value of the rental and other minimum lease payments during the lease term, excluding that portion of the payments representing executory cost to be paid by the lessor as derived from Acquisition.
· Grant Capital Lease Criteria Code. Reason(s) why the lease was classified as a capital lease.

· Derived from Acquisition.
· If, at its inception, a lease meets one or more of the following four criteria, it should be classified as a capital lease by the lessee.

1. The lease transfers ownership of the property to the lessee by the end of the lease.

2. The lease contains an option to purchase the leased property at a bargain price.

3. The lease term is equal to or greater than 75 percent of the estimated economic life of the leased property.

4. The present value of rental and other minimum lease payments, excluding that portion of the payments representing executory cost, equals or exceeds 90 percent of the FMV of the leased property.

· Project Completion Date. The placed in service date is the date on which a leasehold improvement (capital improvement) is made to a leased facility.  On this date, an interim Transfer and Acceptance of Military Real Property document (DD Form 1354) is signed.  This date triggers amortization of the leasehold improvement.  The useful life for a leasehold improvement is the lesser of the useful life of the improvement or the term of the underlying lease.
· Grant Term Period Quantity. The length of time for the lease.
· The capital lease original asset recorded cost and the leasehold improvements are amortized over the lesser of the lease term or the estimated useful life of the asset.  Lease term is derived from the lease start date and the lease end date.
Appendix B-1
Capital Improvement Depreciation

At present, the DoD FMR permits the acquisition costs for all permanent buildings to be depreciated over 40 years and each capital improvement made to the building to be independently depreciated over 20 years.   The following Cases I through VIII illustrate depreciation methodology for capital improvements more closely in compliance with the FASAB requirements.  The DoD FMR should be changed to reflect these cases.

Case I:  The Capital Improvement Extends the Useful Life of Existing PP&E 
	Original Facility Acquisition Cost 
	$200,000

	Original Estimated Useful Life (Yrs)
	50

	Annual Depreciation Expense

(Using the Straight Line Depreciation Method) 
	$4,000

	Remaining Useful Life After 20 Years (Yrs)
	30

	Accumulated Depreciation for 20 Years: 20*$4,000 
	$80,000

	Net Book Value: $200,000 - $80,000 
	$120,000

	
	

	Capital Improvement – Year 20 
	

	Capital Improvement Cost 
	$200,000

	Useful Life of the Capital Improvement (Yrs)
	40

	Impact on total useful life by the Capital Improvement
	+10

	Depreciation Expense Baseline Starting In Year 20
	

	Cost Baseline for Depreciation: Net Book Value + Capital Improvement Cost
	$320,000

	Revised Remaining Estimated Useful Life (Yrs):  30 + 10
	40

	Revised Annual Depreciation Expense
	$8,000


Examples – Extends the Useful Life:

· Major replacements or reconstruction to restore facilities damaged by a natural disaster (i.e., reconstruction of a new building on an existing foundation).

Case II:  The Capital Improvement Increases the General PP&E Asset’s 
Capacity, Size, Efficiency, or Modifies the Functionality/Use  

The improvement has the same expected useful life as the remaining useful life of the PP&E asset to which it relates.   The improvement does not extend the life of the associated PP&E asset.

	Original Facility Acquisition Cost
	$200,000

	Original Estimated Useful Life (Yrs)
	50

	Annual Depreciation Expense

(Using the Straight Line Depreciation Method)
	$4,000

	Remaining Useful Life After 20 Years (Yrs)
	30

	Accumulated Depreciation for 20 Years: 20*$4,000
	   $80,000

	Net Book Value: $200,000 - $80,000
	$120,000

	
	

	Capital Improvement – Year 20 
	

	Capital Improvement Cost
	$100,000

	Useful Life of the Capital Improvement (Yrs)
	30

	Impact on total useful life by the Capital Improvement
	0

	Depreciation Expense Baseline Starting In Year 20
	

	Cost Baseline for Depreciation: Net Book Value + Capital Improvement Cost 
	$220,000

	Remaining Estimated Useful Life (Yrs):  Unchanged
	30

	Revised Annual Depreciation Expense
	$7,300



Examples

Increase Capacity

· Raising the roof of the warehouse to
increase cubic feet.
Increase Size

· Build an addition, expansion or extension
to the building, i.e., increase footprint.
Increase Efficiency

· Install building insulation.

Modify Functionality

· Convert an office to a warehouse.
· Upgrade architectural elements of a facility that has not or is not failing, e.g., upgrade a flat roof to a pitched roof.
Case III:  The Capital Improvement Increases the General PP&E Asset’s 
Capacity, Size & Efficiency or Modifies the Functionality/Use

The improvement has an expected useful life that differs from the expected useful life of the PP&E asset to which it relates.   The improvement does not extend the life of the associated PP&E asset.

	Original Facility Acquisition Cost
	$200,000 

	Original Estimated Useful Life (Yrs)
	50

	Annual Depreciation Expense
	$4,000

	Remaining Useful Life After 20 Years (Yrs)
	30

	Accumulated Depreciation for 20 Years: 20*$4,000
	$80,000

	Net Book Value: $200,000 - $80,000
	$120,000 

	
	

	Capital Improvement – Year 20 
	

	Capital Improvement Cost
	$100,000

	Extension of  the Original Useful Life of the Associated Asset (Yrs)
	0

	Capital Improvement Estimated Useful Life (Yrs)
	20

	Depreciation Expense Baseline Starting In Year 20
	

	Record I:
	

	Cost Baseline for Depreciation: Net Book Value  of Facility
	$120,000 

	Remaining Estimated Useful Life of Facility (Yrs)
	30

	Revised Annual Depreciation Expense
	$4,000

	Record II:
	

	Cost Baseline for Depreciation:  Capital Improvement Cost
	$100,000 

	Estimated Useful Life of Capital Improvement (Yrs)
	20

	Revised Annual Depreciation Expense
	$5,000


Examples

Increase Efficiency

· Install HVAC system where
none existed.

Modify Functionality 
· Install elevator where none existed.

Case IV:  The Original Asset Is Fully Depreciated

The capital improvement increases the original asset’s size, capacity, and efficiency or modifies the functionality.  The improvement does not extend the life of the associated PP&E asset.
	Original Facility Acquisition Cost 
	$200,000

	Original Estimated Useful Life (Yrs)
	50

	Annual Depreciation Expense 
	$4,000

	Remaining Useful Life After 50 Years (Yrs)
	0

	Accumulated Depreciation for 50 Years: 50*$4,000 
	$200,000

	Net Book Value: $200,000 - $200,000
	$0

	
	

	Capital Improvement – Year 50 
	

	Capital Improvement Cost 
	$100,000

	Extension of the Useful Life of the Associated Asset
	0

	Capital Improvement Estimated Useful Life (Yrs)
	20

	
	

	Depreciation Expense Baseline Starting In Year 50
	

	Record I:
	

	Cost Baseline for Depreciation: Net Book Value of Facility

	$0

	Remaining Estimated Useful Life of Facility (Yrs)
	0

	Revised Annual Depreciation Expense
	$0

	Record II:
	

	Cost Baseline for Depreciation:  Capital Improvement Cost 
	$100,000

	Remaining Estimated Useful Life (Yrs)
	20

	Revised Annual Depreciation Expense
	$5000



Examples
Increase Size

· Extend utility system
(e.g., power lines) to the 
previously un-served areas.
Modify Functionality

· Construct office space within 
a warehouse
Case V:  The Original Asset Is Fully Depreciated

The improvement (major renovation) extends the life of the associated PP&E asset.
	Original Facility Acquisition Cost 
	$200,000

	Original Estimated Useful Life (Yrs)
	50

	Annual Depreciation Expense 
	$4,000

	Remaining Useful Life After 50 Years (Yrs)
	0

	Accumulated Depreciation for 50 Years: 50*$4,000 
	$200,000

	Net Book Value: $200,000 - $200,000
	$0

	
	

	Capital Improvement – Year 50
	

	Capital Improvement Cost 
	$1,000,000

	Extension of the Useful Life of the Associated Asset (Yrs)
	50

	
	

	Depreciation Expense Baseline Starting In Year 50
	

	Cost Baseline for Depreciation: Net Book Value + Capital Improvement Cost  
	$1,000,000

	Revised Remaining Estimated Useful Life (Yrs):  0 + 50
	50

	Revised Annual Depreciation Expense
	$20,000



Examples
Extends the Useful Life

· Pentagon renovation project.
Case VI:  The Capital Improvement Increases the General PP&E Asset’s 
Capacity, Size and Efficiency or Modifies the Functionality/Use

The improvement has an expected useful life that differs from the expected useful life of the PP&E asset to which it relates.   The improvement does not extend the life of the associated PP&E asset.  However, it is assumed that the original asset will continue to be used past its estimated economic life of 50 years

	Original Facility Acquisition Cost
	$200,000

	Original Estimated Useful Life (Yrs)
	50

	Annual Depreciation Expense
	$4,000

	Remaining Useful Life After 45 Years (Yrs)
	5

	Accumulated Depreciation for 45 Years: 45*$4,000
	$180,000

	Net Book Value: $200,000 - $180,000
	20,000

	
	

	Capital Improvement – Year 45
	

	Capital Improvement Cost
	$100,000

	Extension of the Original Useful Life of the Associated Asset (Yrs)

	0

	Capital Improvement Estimated Useful Life (Yrs)
	20

	
	

	Depreciation Expense Baseline Starting In Year 45
	

	Record I:
	

	Cost Baseline for Depreciation:  Net Book Value of Facility
	$20,000

	Remaining Estimated Useful Life of Facility (Yrs)
	5

	Revised Annual Depreciation Expense
	$4,000

	Record II:
	

	Cost Baseline for Depreciation:  Capital Improvement Cost
	$100,000

	Estimated Useful Life of Capital Improvements (Yrs)
	20

	Revised Annual Depreciation Expense
	$2,500



Examples
Increase Efficiency

· Install HVAC system
where none existed.
Modify Functionality

· Install elevator
where none existed.
Case VII:  The Capital Improvement Increases the General PP&E Asset’s 
Capacity, Size, and Efficiency or Modifies the Functionality/Use

The capital improvement is funded by the WCF activity that is not the preponderant user of the facility improved.  The associated asset will be reported by the preponderant user of that facility when the capital improvement is reported and depreciated by the WCF activity funding that improvement. 

	Original Facility Acquisition Cost
	$200,000

	Original Estimated Useful Life (Yrs)
	50

	Annual Depreciation Expense
	$4,000

	Remaining Useful Life After 20 Years (Yrs)
	30

	Accumulated Depreciation for 20 Years: 20*$4,000
	$80,000

	Net Book Value: $200,000 - $80,000
	$120,000

	
	

	Capital Improvement – Year 20
	

	Capital Improvement Cost
	$100,000

	Capital Improvement Estimated Useful Life (Yrs)
	20

	
	

	Depreciation Expense Baseline Starting In Year 20
	

	Record I:
	

	Reported by the Preponderant User
	

	Cost Baseline for Depreciation:  Net Book Value of Facility
	$120,000

	Remaining Estimated Useful Life of Facility (Yrs)
	30

	Revised Annual Depreciation Expense
	$4,000

	Record II:
	

	Reported by the WCF Activity (Not a Preponderant User)
	

	Cost Baseline for Depreciation:  Capital Improvement Cost
	$100,000

	Estimated Useful Life of Capital Improvements (Yrs)
	20

	Revised Annual Depreciation Expense
	$2,500



Examples:
Increase Capacity

· Raising the roof of the warehouse to increase cubic feet.
Increase Size

· Build an addition, expansion or extension to the building, i.e., increase footprint.

Increase Efficiency

· Install building insulation.

· Install HVAC system where none existed.

Modify Functionality

· Convert an office to a warehouse.

· Construct office space within a warehouse.

· Upgrade architectural elements of a facility that has not or is not failing, e.g., upgrade a flat roof to a pitched roof.

· Install elevator where none existed.

Appendix B-2
Real Property Estimated Useful Lives by FAC Code

The table below represents the Whitestone research results and the Accounting Work Team’s recommendations.

	FAC Code
	FAC Code Title
	Whitestone Report:

Bureau of Economic Analysis (BEA)

Asset Type
	Whitestone Report Service Life (Yrs)
	Accounting Working Team Proposed Estimated Useful Life (Yrs)

	1111
	Fixed Wing Runway, Surfaced
	Local Transit 
	20
	20

	1112
	Rotary Wing Landing Area, Surfaced
	Local Transit
	20
	20

	1113
	Runway Overrun Area
	Local Transit
	20
	20

	1422
	Helium Storage Facility
	Industrial Buildings
	36
	35

	1114
	Runway, Unsurfaced
	Local Transit
	20
	20

	1121
	Taxiway, Surfaced
	Local Transit
	20
	20

	1122
	Rotary Wing Taxiway, Surfaced
	Local Transit
	20
	20

	1131
	Aircraft Apron, Surfaced
	Local Transit
	20
	20

	1161
	Compass Calibration Pad, Surfaced
	Local Transit
	20
	20

	1162
	Missile Launching Pad, Surfaced
	Local Transit
	32
	30

	1163
	Aircraft Washing Pad, Surfaced
	Local Transit
	32
	30

	1164
	Miscellaneous Airfield Pavement, Surfaced
	Local Transit
	20
	20

	1165
	Aircraft Pavement Shoulder
	Local Transit
	20
	20

	1166
	Miscellaneous Airfield Pavement, Unsurfaced
	Local Transit
	20
	20

	1167
	Aircraft Rinse Facility
	Industrial Buildings
	30
	30

	1211
	Aircraft Fueling Facility
	Industrial Buildings
	30
	30

	1212
	Aircraft Defueling Facility
	Industrial Buildings
	30
	30

	1221
	Marine Fueling Facility
	Industrial Buildings
	37
	35

	1231
	Vehicle Fueling Facility
	Industrial Buildings
	22
	20

	1241
	Operating Fuel Storage
	Gas/Petroleum – Public Utilities Aggregate
	24
	25

	1251
	POL Pipeline
	Gas/Petroleum – Public Utilities Aggregate
	20
	20

	1261
	Liquid Fuel Loading/Unloading Facility
	Industrial Buildings
	20
	20

	1311
	Communications Building
	National Defense Building – Other
	33
	35

	1321
	Communications Facility
	Communications Equipment
	33
	35

	1331
	Aircraft Navigation Building
	National Defense Building – Other 
	33
	35

	1341
	Aircraft Navigation Facility
	Communications Equipment
	33
	35

	1351
	Communications Lines
	Communications Equipment
	28
	30

	1361
	Airfield Pavement Lighting
	Aircraft Equipment
	20
	20

	1362
	Airfield Lighting
	Aircraft Equipment
	20
	20

	1371
	Ship Navigation Building
	National Defense Building – Other 
	33
	35

	1381
	Ship Navigation Facility
	Communications Equipment
	33
	35

	1402
	Air Defense Operations Building
	National Defense Building – Other
	33
	35

	1403
	Missile Operations Building
	National Defense Building – Other
	33
	35

	1404
	Emergency Operations Center/SCIF
	National Defense Building – Other
	33
	35

	1411
	Airfield Fire and Rescue Station
	All Other Non Farm
	28
	30

	1412
	Aviation Operations Building
	National Defense Building – Other
	33
	35

	1413
	Air Control Tower
	Aircraft Equipment
	33
	35

	1421
	Helium Production/Storage Building
	Industrial Buildings
	36
	35

	1431
	Ship Operations Building
	Industrial Buildings
	30
	30

	1441
	Photo/TV Production Building
	Telecommunications
	33
	35

	1442
	Operations Support Lab
	Hospital and Institutional Buildings
	36
	35

	1443
	Operations Supply Building
	Industrial Buildings
	30
	30

	1444
	Miscellaneous Operations Support Building
	Industrial Buildings
	41
	40

	1445
	Working Animal Support Building
	Farm
	37
	35

	1446
	Security Force Building
	National Defense Building – Other
	41
	40

	1451
	Strategic Missile Launch Facility
	National Defense Nonbuilding – Other
	18
	20

	1452
	Missile Guidance Facility
	National Defense Nonbuilding – Other
	33
	35

	1453
	Missile Access Shaft
	National Defense Nonbuilding – Other
	60
	60

	1454
	Missile Access Tunnel
	National Defense Nonbuilding – Other
	60
	60

	1456
	Missile Defense Facility
	National Defense Nonbuilding – Other
	33
	35

	1461
	Aircraft Arresting System
	Aircraft Equipment
	9
	10

	1462
	Aircraft Catapult
	Aircraft Equipment
	9
	10

	1463
	Aircraft Firing-In Butt
	Aircraft Equipment
	9
	10

	1464
	Aircraft Blast Deflector
	Aircraft Equipment
	9
	10

	1465
	Aircraft Shelter, Hardened
	Aircraft Equipment
	31
	30

	1466
	Aircraft Shelter
	Aircraft Equipment
	31
	30

	1467
	Aircraft Support Facility
	Aircraft Equipment
	30
	30

	1481
	Nuclear Propulsion Support Facility
	National Defense Nonbuilding – Other
	30
	30

	1491
	Nuclear Weapons Support Facility
	National Defense Nonbuilding – Other
	30
	30

	1492
	Explosives Holding/Transfer Area
	National Defense Nonbuilding – Other
	18
	20

	1493
	Explosives Railway Holding Yard
	National Defense Nonbuilding – Other
	40
	40

	1494
	Explosives Holding/Transfer Facility
	National Defense Nonbuilding – Other
	30
	30

	1495
	Revetment
	National Defense Nonbuilding – Other
	60
	60

	1496
	Central Vehicle Wash Facility
	Auto/ Vehicle Service Equipment
	22
	20

	1497
	Explosive Ordnance Disposal Area
	National Defense Nonbuilding – Other
	25
	25

	1498
	Security Support Facility
	National Defense Nonbuilding – Other
	36
	35

	1499
	Miscellaneous Operations Support Facility
	National Defense Nonbuilding – Other
	41
	40

	1511
	Pier
	Ships and Boat Equipment
	31
	30

	1512
	 Wharf
	Ships and Boat Equipment
	31
	30

	1531
	Marine Cargo Staging Area
	Ships and Boat Equipment
	37
	35

	1541
	Shore Erosion Prevention Facility
	Ships and Boat Equipment
	37
	35

	1551
	Small Craft Berthing
	Ships and Boat Equipment
	37
	35

	1552
	Small Craft Building
	Industrial Buildings
	37
	35

	1591
	Miscellaneous Waterfront Facility
	Ships and Boat Equipment
	37
	35

	1611
	Harbor Control Facility
	Ships and Boat Equipment
	37
	35

	1631
	Offshore Mooring Facility
	Ships and Boat Equipment
	31
	30

	1641
	Harbor Marine Improvements
	Ships and Boat Equipment
	37
	35

	1711
	General Purpose Instruction Building
	Educational Buildings
	41
	40

	1712
	Applied Instruction Building
	Educational Buildings
	41
	40

	1713
	Band Training Facility
	Educational Buildings
	41
	40

	1714
	Reserve Component Training Facility
	Educational Buildings
	41
	40

	1715
	Physical Education Training Building
	Educational Buildings
	41
	40

	1717
	Organizational Classroom
	Educational Buildings
	41
	40

	1718
	Indoor Firing Range and Supporting Facility
	Educational Buildings
	36
	35

	1721
	Flight Simulator Facility
	Educational Buildings
	41
	40

	1722
	Physiological Training Facility
	Educational Buildings
	36
	35

	1723
	Gas Training Facility
	Educational Buildings
	36
	35

	1724
	General Purpose Simulator Facility
	Educational Buildings
	41
	40

	1725
	Training Pool and Tank
	Educational Buildings
	36
	35

	1731
	Range Support Building
	Educational Buildings
	33
	35

	1732
	Training Aids Support Building
	Educational Buildings
	30
	30

	1733
	Training Support Structure
	Educational Buildings
	25
	25

	1734
	Observation Tower/Bunker
	National Defense Building – Other
	36
	35

	1741
	Maneuver/Training Land, Light Forces
	National Defense Building – Other
	 
	 

	1742
	Maneuver/Training Land, Heavy Forces
	National Defense Building – Other
	 
	 

	1743
	Weapons Impact Area
	National Defense Building – Other
	 
	 

	1744
	Parachute Drop Zone
	National Defense Building – Other
	 
	 

	1745
	Parade and Drill Field
	National Defense Building – Other
	25
	25

	1750
	General Purpose Direct Fire Range
	National Defense Nonbuilding – Other
	25
	25

	1751
	Zero Range
	National Defense Nonbuilding – Other
	25
	25

	1752
	Field Fire Range
	National Defense Nonbuilding – Other
	25
	25

	1753
	Record Fire Range
	National Defense Nonbuilding – Other
	25
	25

	1754
	Night Fire Range
	National Defense Nonbuilding – Other 
	25
	25

	1755
	Known Distance Range
	National Defense Nonbuilding – Other
	25
	25

	1756
	Sniper Range
	National Defense Nonbuilding – Other
	25
	25

	1757
	Pistol Range
	National Defense Nonbuilding – Other
	25
	25

	1758
	Machinegun Range
	National Defense Nonbuilding – Other
	25
	25

	1760
	General Purpose Direct Fire Range
	National Defense Nonbuilding – Other 
	25
	25

	1761
	Grenade Launcher Range
	National Defense Nonbuilding – Other
	25
	25

	1762
	Grenade Machinegun Range
	National Defense Nonbuilding – Other
	25
	25

	1763
	Light Antiarmor Weapon Range
	National Defense Nonbuilding – Other
	25
	25

	1764
	Heavy Antiarmor Weapon Range
	National Defense Nonbuilding – Other
	25
	25

	1765
	Artillery Direct Fire Range
	National Defense Nonbuilding – Other 
	25
	25

	1766
	Tank Stationary Gunnery Range
	National Defense Nonbuilding – Other
	25
	25

	1767
	Indirect Fire Range
	National Defense Nonbuilding – Other
	25
	25

	1768
	Scaled Indirect Fire Range
	National Defense Nonbuilding – Other
	25
	25

	1769
	Scaled Gunnery Range
	National Defense Nonbuilding – Other
	25
	25

	1771
	 Armor Vehicle Crew Training Range
	National Defense Nonbuilding – Other 
	25
	25

	1772
	 Armor Vehicle Unit Training Range
	National Defense Nonbuilding – Other
	25
	25

	1773
	 Fire and Movement Range
	National Defense Nonbuilding – Other
	25
	25

	1774
	 Squad Defense Range
	National Defense Nonbuilding – Other
	25
	25

	1775
	 Infantry Battle Course
	National Defense Nonbuilding – Other
	25
	25

	1776
	Urban Combat Training Range
	National Defense Nonbuilding – Other 
	25
	25

	1781
	Live Hand Grenade Range
	National Defense Nonbuilding – Other
	25
	25

	1782
	Engineer Qualification Range
	National Defense Nonbuilding – Other
	25
	25

	1783
	Light Demolition and Flame Training Range
	National Defense Nonbuilding – Other
	25
	25

	1790
	Miscellaneous Training Facility
	National Defense Nonbuilding – Other
	25
	25

	1791
	Aircraft Weapons Calibration Range
	National Defense Nonbuilding – Other 
	25
	25

	1792
	Attack Helicopter Weapons Range
	National Defense Nonbuilding – Other
	25
	25

	1793
	Aircraft Weapons Range
	National Defense Nonbuilding – Other
	25
	25

	1794
	Air Defense Range
	National Defense Nonbuilding – Other
	25
	25

	1795
	Fire and Rescue Training Facility
	National Defense Nonbuilding – Other
	25
	25

	1796
	Urban Combat Training Area, Non Live-Fire
	National Defense Nonbuilding – Other
	25
	25

	1797
	Hand Grenade Range, Non-Firing
	National Defense Nonbuilding – Other 
	25
	25

	1798
	Infiltration Course, Live-Fire
	National Defense Nonbuilding – Other
	25
	25

	1799
	Confidence/Obstacle Course
	National Defense Nonbuilding – Other 
	25
	25

	2111
	Aircraft Maintenance Hangar
	Industrial Buildings
	31
	30

	2112
	Aircraft Maintenance Shop
	Industrial Buildings
	31
	30

	2113
	Aircraft Corrosion Control Hangar
	Industrial Buildings
	31
	30

	2114
	Aircraft Engine Test Building
	Industrial Buildings
	26
	25

	2115
	Aircraft Maintenance Hangar, Depot
	Industrial Buildings
	31
	30

	2116
	Aircraft Maintenance Shop, Depot
	Industrial Buildings
	36
	35

	2118
	Aircraft Engine Test Facility
	Aircraft Equipment
	26
	25

	2121
	Missile Maintenance/Assembly Building
	Industrial Buildings
	26
	25

	2123
	Missile/Launcher Maintenance Support Facility
	Industrial Buildings
	26
	25

	2124
	Missile Test Tower
	National Defense Nonbuilding – Other
	26
	25

	2125
	Missile Maintenance/Assembly Building, Depot
	Industrial Buildings
	36
	35

	2131
	Ship Maintenance Dry-dock
	Industrial Buildings
	37
	35

	2132
	Marine Railway
	Ships and Boat Equipment
	37
	35

	2133
	Marine Maintenance Shop
	Industrial Buildings
	37
	35

	2134
	Marine Maintenance Support Facility
	Industrial Buildings
	37
	35

	2135
	Landing Craft Wash Facility
	Industrial Buildings
	37
	35

	2136
	Nuclear Repair Shop
	Industrial Buildings
	26
	25

	2137
	Fixed Crane Structure
	Ships and Boat Equipment
	6
	10

	2141
	Vehicle Maintenance Shop
	Industrial Buildings
	22
	20

	2142
	Vehicle Maintenance Shop, Depot
	Industrial Buildings
	22
	20

	2143
	Vehicle Maintenance Shop, National Guard
	Industrial Buildings
	22
	20

	2144
	Vehicle Maintenance Shop, Reserve
	Industrial Buildings
	22
	20

	2145
	Vehicle Maintenance Facility
	Auto/ Vehicle Service Equipment
	22
	20

	2146
	Launch Vehicle Test Facility
	Auto/ Vehicle Service Equipment
	30
	30

	2151
	Weapon Maintenance Shop
	Industrial Buildings
	30
	30

	2152
	Weapon Maintenance Shop, Depot
	Industrial Buildings
	30
	30

	2153
	Special Weapon Maintenance Shop 
	Industrial Buildings
	30
	30

	2154
	Weapon Maintenance Facility, Depot
	Industrial Buildings
	30
	30

	2161
	Ammunition Maintenance Shop
	Industrial Buildings
	30
	30

	2162
	Ammunition Maintenance Shop, Depot
	Industrial Buildings
	30
	30

	2163
	Ammunition Maintenance Facility, Depot
	Industrial Buildings
	30
	30

	2171
	Electronic/Communication Maintenance Shop
	Industrial Buildings
	30
	30

	2172
	Electronic/Communication Maintenance Shop, Depot
	Industrial Buildings
	30
	30

	2173
	Electronic/Communication Maintenance Facility
	Industrial Buildings
	30
	30

	2181
	Installation Support Vehicle Maintenance Shop
	Industrial Buildings
	22
	20

	2182
	Installation Support Equipment Maintenance Shop
	Industrial Buildings
	30
	30

	2191
	Facility Engineer Maintenance Shop
	Industrial Buildings
	30
	30

	2192
	Facility Engineer Maintenance Facility
	Auto/ Vehicle Service Equipment
	30
	30

	2211
	Aircraft Production Plant
	Industrial Buildings
	30
	30

	2221
	Missile Production Plant
	Industrial Buildings
	30
	30

	2231
	Ship Production Plant
	Industrial Buildings
	30
	30

	2232
	Ship Building Way
	Industrial Buildings
	31
	30

	2241
	Tank/Automotive Production Plant
	Industrial Buildings
	30
	30

	2251
	Weapon Production Plant
	Industrial Buildings
	30
	30

	2261
	Ammunition Production Plant
	Industrial Buildings
	30
	30

	2262
	Ammunition Production Facility
	National Defense Nonbuilding – Other
	30
	30

	2264
	Ammunition Demilitarization Plant
	Industrial Buildings
	30
	30

	2265
	Ammunition Demilitarization Facility
	National Defense Nonbuilding – Other 
	30
	30

	2271
	Electronic/Communication Production Plant
	Industrial Buildings
	30
	30

	2281
	Miscellaneous Support Production Plant
	Industrial Buildings
	30
	30

	2291
	Construction Material Production Plant
	Industrial Buildings
	30
	30

	3101
	RDT&E Laboratory
	Hospital and Institutional Buildings
	36
	35

	3102
	Medical Research Laboratory
	Hospital and Institutional Buildings
	36
	35

	3111
	Aircraft RDT&E Facility
	Hospital and Institutional Buildings
	36
	35

	3121
	Missile and Space RDT&E Facility
	Hospital and Institutional Buildings
	36
	35

	3131
	Ship and Marine RDT&E Facility
	Hospital and Institutional Buildings
	36
	35

	3141
	Tank and Automotive RDT&E Facility
	Hospital and Institutional Buildings
	36
	35

	3151
	Weapons RDT&E Facility
	Hospital and Institutional Buildings
	36
	35

	3161
	Ammunition, Explosive, and Toxic RDT&E Facility
	Hospital and Institutional Buildings
	36
	35

	3171
	Electronic and Communication RDT&E Facility
	Hospital and Institutional Buildings
	36
	35

	3181
	Propulsion RDT&E Facility
	Hospital and Institutional Buildings
	36
	35

	3191
	Miscellaneous Items and Equipment RDT&E Facility
	Hospital and Institutional Buildings
	36
	35

	3201
	Underwater Equipment RDT&E Facility
	Hospital and Institutional Buildings
	36
	35

	3211
	RDT&E Technical Service Facility
	Hospital and Institutional Buildings
	36
	35

	3711
	RDT&E Range Building
	Hospital and Institutional Buildings
	36
	35

	3712
	RDT&E Range Facility
	National Defense Nonbuilding – Other
	36
	35

	3713
	RDT&E Range Complex
	Hospital and Institutional Buildings
	36
	35

	3901
	Miscellaneous RDT&E Facility
	Hospital and Institutional Buildings
	36
	35

	3902
	RDT&E Area
	-
	 
	 

	3903
	Aerodynamic Wind Tunnel
	National Defense Nonbuilding – Other 
	26
	25

	3904
	Propulsion Engine Test Cell
	National Defense Nonbuilding – Other
	26
	25

	4111
	Bulk Liquid Fuel Storage
	Gas/Petroleum – Public Utilities Aggregate
	24
	25

	4121
	Bulk Liquid Storage, Other Than Fuel
	Gas/Petroleum – Public Utilities Aggregate
	24
	25

	4122
	Liquid Oxygen Storage
	Gas/Petroleum – Public Utilities Aggregate
	24
	25

	4211
	Ammunition Storage, Depot and Arsenal
	National Defense Building – Other
	36
	35

	4221
	Ammunition Storage, Installation
	National Defense Building – Other
	36
	35

	4231
	Liquid Propellant Storage, Ammunition Related
	Gas/Petroleum – Public Utilities Aggregate
	34
	35

	4241
	Battery Storage, Weapon Related
	National Defense Building – Other
	36
	35

	4251
	Open Ammunition Storage
	National Defense Nonbuilding – Other
	36
	35

	4311
	Cold Storage, Depot
	Commercial Warehouses
	36
	35

	4321
	Cold Storage, Installation
	Commercial Warehouses
	36
	35

	4411
	Covered Storage Building, Depot
	Commercial Warehouses
	36
	35

	4412
	Covered Storage Shed, Depot
	Commercial Warehouses
	36
	35

	4413
	Hazardous Materials Storage, Depot
	Commercial Warehouses 
	36
	35

	4414
	Controlled Humidity Storage, Depot
	Commercial Warehouses
	36
	35

	4421
	Covered Storage Building, Installation
	Commercial Warehouses
	36
	35

	4422
	Covered Storage Shed, Installation
	Commercial Warehouses 
	36
	35

	4423
	Hazardous Materials Storage, Installation
	Commercial Warehouses
	36
	35

	4424
	Controlled Humidity Storage, Installation
	Commercial Warehouses 
	36
	35

	4425
	Vehicle Storage, Covered
	Commercial Warehouses
	26
	25

	4426
	Storage Silo, Loose Material
	Commercial Warehouses
	36
	35

	4427
	Small Arms Storage, Installation
	Commercial Warehouses
	36
	35

	4511
	Open Storage, Depot
	National Defense Nonbuilding – Other
	26
	25

	4521
	Open Storage, Installation
	National Defense Nonbuilding – Other
	26
	25

	5100
	Medical Center/Hospital
	Hospital and Institutional Buildings
	40
	40

	5302
	Medical Laboratory
	Hospital and Institutional Buildings
	36
	35

	5303
	Morgue
	Hospital and Institutional Buildings
	40
	40

	5304
	Veterinary Facility
	Hospital and Institutional Buildings
	40
	40

	5306
	Medical Warehouse
	Commercial Warehouses
	36
	35

	5307
	Ambulance Shelter
	Commercial Warehouses
	22
	20

	5400
	Dental Facility
	Hospital and Institutional Buildings
	40
	40

	5500
	Dispensary and Clinic
	Hospital and Institutional Buildings
	40
	40

	6100
	General Administrative Building
	Office Buildings
	41
	40

	6101
	Small Unit Headquarters Building
	Office Buildings
	41
	40

	6102
	Large Unit Headquarters Building
	Office Buildings
	41
	40

	6103
	Printing and Reproduction Plant
	Other Commercial Building
	30
	30

	6104
	Automated Data Processing Center
	Other Commercial Building
	41
	40

	6200
	Administrative Structure, Underground
	Office Buildings
	41
	40

	6900
	Administrative Structure Other Than Building  
	Office Computing and Accounting Equipment
	26
	25

	7110
	Family Housing Dwelling
	Residential Capital
	80
	80

	7120
	Family Housing Trailer/Relocatable
	Residential Capital
	20
	20

	7130
	Family Housing Trailer Site
	Residential Capital
	20
	20

	7141
	Family Housing Garage/Carport
	Residential Capital
	18
	20

	7142
	Family Housing Storage Facility
	Residential Capital
	30
	30

	7143
	Miscellaneous Family Housing Support Facility
	Residential Capital
	30
	30

	7145
	Trailer Court Support Facility
	Residential Capital
	30
	30

	7146
	Family Housing Attendant Facility
	Residential Capital
	30
	30

	7210
	Enlisted UPH
	Residential Capital
	41
	40

	7212
	Enlisted UPH, Transient
	Residential Capital
	41
	40

	7213
	Student Barracks
	Residential Capital
	44
	45

	7214
	Annual Training/Mobilization Barracks
	Residential Capital
	41
	40

	7218
	Recruit/Trainee Barracks
	Residential Capital
	44
	45

	7220
	Dining Facility
	Other Structures 
	27
	25

	7231
	Miscellaneous UPH Support Building
	Other Structures 
	30
	30

	7232
	UPH Garage/Carport
	Residential Capital
	18
	20

	7233
	Dining Support Facility
	Other Structures
	27
	25

	7234
	Latrine/Shower Facility
	Other Structures
	40
	40

	7235
	Miscellaneous UPH Support Facility
	All Other Government Nonbuilding
	30
	30

	7240
	Officer UPH
	Residential Capital
	41
	40

	7241
	Officer UPH, Transient
	Mobile Homes
	41
	40

	7250
	Emergency UPH
	Mobile Homes
	41
	40

	7251
	Emergency UPH Tent Pad
	Other Structures
	41
	40

	7311
	Fire Station Facility
	Hospital and Institutional Buildings
	28
	30

	7312
	Prison/Confinement Facility
	Hospital and Institutional Buildings
	41
	40

	7313
	Police Station
	Hospital and Institutional Buildings
	41
	40

	7314
	Drug and Alcohol Abuse Center
	Hospital and Institutional Buildings
	40
	40

	7321
	Bread/Pastry Kitchen
	Other Structures
	27
	25

	7322
	Ice/Dairy Products Plant
	Other Structures
	26
	25

	7323
	Greenhouse
	Other Structures
	26
	25

	7331
	Exchange Eating Facility
	Other Structures 
	27
	25

	7332
	Non-Exchange Eating Facility
	Other Structures
	27
	25

	7333
	Open Mess and Club Facility
	Other Structures
	27
	25

	7340
	Thrift Shop
	Other Structures
	38
	40

	7341
	Bus Station
	Other Structures
	33
	35

	7342
	Laundry/Dry Cleaning Facility
	Industrial Buildings
	38
	40

	7343
	Clothing Sales Store
	Other Structures
	38
	40

	7344
	Postal Facility
	Hospital and Institutional Buildings
	38
	40

	7345
	Exchange Automobile Facility
	Other Structures
	22
	20

	7346
	Exchange Sales Facility
	Other Structures
	38
	40

	7347
	Bank and Credit Union
	Hospital and Institutional Buildings
	38
	40

	7348
	Car Wash Facility
	Other Structures
	22
	20

	7349
	Commissary
	Other Structures
	38
	40

	7351
	Education Center
	Educational Buildings
	41
	40

	7352
	Dependent School
	Educational Buildings
	41
	40

	7353
	Dependent School Support Facility
	Educational Buildings
	30
	30

	7361
	Chapel Facility
	Hospital and Institutional Buildings
	47
	45

	7362
	Religious Education Facility
	Hospital and Institutional Buildings
	47
	45

	7371
	Nursery and Child Care Facility
	Educational Buildings
	42
	40

	7372
	Family Service Center
	Hospital and Institutional Buildings
	36
	35

	7380
	Homeless Support Facility
	
	 
	 

	7381
	Forestry Guard Station
	Other Structures
	36
	35

	7382
	Locker Room
	Other Structures
	36
	35

	7383
	Air Raid/Fallout Shelter
	National Defense Building – Other
	36
	35

	7384
	Miscellaneous Personnel Shelter
	Other Structures
	36
	35

	7385
	Public Restroom/Shower
	Other Structures
	36
	35

	7386
	Ceremonial Hall
	Amusement and Recreational Buildings
	41
	40

	7387
	Exchange Support Facility
	Other Commercial Building
	36
	35

	7388
	Exchange Warehouse
	Commercial Warehouses
	36
	35

	7389
	Private Vehicle Inspection Facility
	Local Transit
	22
	20

	7411
	Hobby and Craft Center
	Amusement and Recreational Buildings
	38
	40

	7412
	Automobile Craft Center
	Amusement and Recreational Buildings
	22
	20

	7413
	Golf Club House and Sales
	Amusement and Recreational Buildings
	36
	35

	7414
	Club and Organization Building
	Amusement and Recreational Buildings
	36
	35

	7415
	Bowling Center
	Amusement and Recreational Buildings
	36
	35

	7416
	Library, General Use
	Hospital and Institutional Buildings
	35
	35

	7417
	Recreation Center
	Amusement and Recreational Buildings
	36
	35

	7418
	Indoor Skating Rink
	Amusement and Recreational Buildings
	36
	35

	7421
	Indoor Physical Fitness Facility
	Amusement and Recreational Buildings
	36
	35

	7422
	Indoor Swimming Pool
	Amusement and Recreational Buildings
	36
	35

	7431
	Auditorium and Theater Facility
	Amusement and Recreational Buildings
	36
	35

	7441
	Transient Lodging
	Residential Capital
	41
	40

	7442
	Recreational Lodging
	Residential Capital
	41
	40

	7443
	Transient/Recreational Lodging Support Facility
	Residential Capital
	41
	40

	7444
	Stable
	Amusement and Recreational Buildings
	36
	35

	7445
	Boathouse
	Commercial Warehouses 17
	31
	30

	7446
	Miscellaneous MWR Facility
	Amusement and Recreational Buildings
	36
	35

	7447
	Miscellaneous MWR Support Facility
	Amusement and Recreational Buildings
	36
	35

	7511
	Playground
	Amusement and Recreational Buildings
	25
	25

	7512
	Outdoor Swimming Pool
	Amusement and Recreational Buildings
	25
	25

	7513
	Golf Course
	Amusement and Recreational Buildings
	25
	25

	7514
	Golf Driving Range
	Amusement and Recreational Buildings
	25
	25

	7515
	Golf Pitch and Putt Course
	Amusement and Recreational Buildings
	25
	25

	7516
	Outdoor Recreation Area
	Amusement and Recreational Buildings
	25
	25

	7517
	Recreational Pier
	Amusement and Recreational Buildings
	31
	30

	7518
	Marina
	Amusement and Recreational Buildings
	37
	35

	7521
	Outdoor Playing Court
	Amusement and Recreational Buildings
	25
	25

	7522
	Athletic Field
	Amusement and Recreational Buildings
	25
	25

	7523
	Running Track
	Amusement and Recreational Buildings
	25
	25

	7524
	Stadium
	Amusement and Recreational Buildings
	25
	25

	7531
	Pavilion
	Amusement and Recreational Buildings
	25
	25

	7532
	Outdoor Theater
	Amusement and Recreational Buildings
	25
	25

	7541
	Recreational Camp and Trailer Park
	Amusement and Recreational Buildings
	25
	25

	7542
	Miscellaneous Outdoor Recreation Facility
	Amusement and Recreational Buildings
	25
	25

	7543
	Wildlife Management Area
	
	 
	 

	7601
	Museum
	Educational Buildings
	49
	50

	7602
	Monument and Memorial
	Educational Buildings
	26
	25

	7603
	Cemetery
	All Other Government Nonbuilding
	26
	25

	8111
	Electrical Power Source
	Electric Transmission and Industrial Apparatus
	45
	45

	8112
	Stand-By/Emergency Power
	Electric Transmission and Industrial Apparatus
	45
	45

	8121
	Electrical Power Distribution Line
	Electric Transmission and Industrial Apparatus
	45
	45

	8122
	Exterior Lighting Line
	Electric Transmission and Industrial Apparatus
	45
	45

	8131
	Electrical Power Substation and Switching
	Electric Transmission and Industrial Apparatus
	45
	45

	8211
	Heat Source
	Gas/Petroleum – Public Utilities Aggregate
	34
	35

	8221
	Heat Distribution Line
	Gas/Petroleum – Public Utilities Aggregate
	34
	35

	8231
	Heat Gas Production Plant
	Gas/Petroleum – Public Utilities Aggregate
	34
	35

	8232
	Heat Gas Storage
	Gas/Petroleum – Public Utilities Aggregate
	24
	25

	8241
	Heat Gas Distribution Line
	Gas/Petroleum – Public Utilities Aggregate
	36
	35

	8261
	Refrigeration and Air Conditioning Source
	Gas/Petroleum – Public Utilities Aggregate
	14
	15

	8271
	Chilled Water/Refrigerant Distribution Line
	Gas/Petroleum – Public Utilities Aggregate
	14
	15

	8311
	Sewage Treatment
	Other Non Residential Structures Aggregate
	24
	25

	8312
	Industrial Waste Treatment
	Other Non Residential Structures Aggregate
	43
	45

	8313
	Water Separation Facility
	Other Non Residential Structures Aggregate
	43
	45

	8314
	Septic Tank, Drain Field, and Lagoon
	Other Non Residential Structures Aggregate
	24
	25

	8321
	Sewer and Industrial Waste Line
	Other Non Residential Structures Aggregate
	34
	35

	8331
	Refuse Collection and Recycling Facility
	Other Non Residential Structures Aggregate
	36
	35

	8332
	Incinerator
	Other Non Residential Structures Aggregate
	36
	35

	8333
	Sanitary Landfill
	Other Non Residential Structures Aggregate
	36
	35

	8334
	Hazardous Waste Landfill
	Other Non Residential Structures Aggregate
	36
	35

	8411
	Water Source, Potable
	Other Non Residential Structures Aggregate
	33
	35

	8412
	Water Treatment Facility
	Other Non Residential Structures Aggregate
	43
	45

	8413
	Water Storage, Potable
	Other Non Residential Structures Aggregate
	24
	25

	8414
	Well, Potable Water
	Other Non Residential Structures Aggregate
	39
	40

	8421
	Water Distribution Line, Potable
	Other Non Residential Structures Aggregate
	33
	35

	8422
	Water Pump Facility, Potable
	Other Non Residential Structures Aggregate
	43
	45

	8431
	Water Source, Fire Protection
	Other Non Residential Structures Aggregate
	33
	35

	8432
	Water Distribution Line, Fire Protection
	Other Non Residential Structures Aggregate
	33
	35

	8433
	Water Impoundment, Fire Protection
	Other Non Residential Structures Aggregate
	24
	25

	8434
	Water Pump Facility, Fire Protection
	Other Non Residential Structures Aggregate
	43
	45

	8441
	Water Source, Non-Potable
	Other Non Residential Structures Aggregate
	33
	35

	8442
	Water Storage, Non-Potable
	Other Non Residential Structures Aggregate
	33
	35

	8443
	Reservoir, Water
	Other Non Residential Structures Aggregate
	39
	40

	8451
	Water Distribution Line, Non-Potable
	Other Non Residential Structures Aggregate
	33
	35

	8452
	Water Pump Facility, Non-Potable
	Other Non Residential Structures Aggregate
	43
	45

	8511
	Road, Surfaced
	Local Transit
	28
	30

	8512
	Road, Unsurfaced
	Local Transit
	28
	30

	8513
	Vehicle Bridge
	Local Transit
	46
	45

	8521
	Vehicle Parking, Surfaced
	Local Transit
	32
	30

	8522
	Vehicle Parking, Unsurfaced
	Local Transit
	32
	30

	8523
	Vehicle Staging Area
	Local Transit
	32
	30

	8524
	Sidewalk and Walkway
	Local Transit
	28
	30

	8525
	Pedestrian Bridge
	Local Transit
	46
	45

	8526
	Miscellaneous Paved Area
	Local Transit
	32
	30

	8601
	Railroad Track
	Railroad Replacement Track
	40
	40

	8611
	Railroad Bridge
	Other Railroad Structures
	46
	45

	8612
	Miscellaneous Railroad Facility
	Other Railroad Structures
	30
	30

	8711
	Storm Drainage
	Gas/Petroleum – Public Utilities Aggregate
	34
	35

	8712
	Retaining Structure
	Other Non Residential Structures Aggregate
	26
	25

	8713
	Dam and Dike
	Gas/Petroleum – Public Utilities Aggregate
	39
	40

	8721
	Fence and Wall
	Other Non Residential Structures Aggregate
	26
	25

	8910
	Utility Building
	General Industrial Equipment
	12
	10

	8921
	Installation Gas Production Plant
	General Industrial Equipment
	12
	10

	8922
	Installation Gas Storage
	Gas/Petroleum – Public Utilities Aggregate
	30
	30

	8923
	Vehicle Scales
	Gas/Petroleum – Public Utilities Aggregate
	28
	30

	8924
	Miscellaneous Pump Station
	Gas/Petroleum – Public Utilities Aggregate
	43
	45

	8925
	Energy Management and Control System
	Gas/Petroleum – Public Utilities Aggregate
	14
	15

	8926
	Hazardous Waste Storage or Disposal Facility
	Gas/Petroleum – Public Utilities Aggregate
	19
	20

	8927
	Utility Vault
	General Industrial Equipment
	33
	35

	8928
	Loading Ramp/Platform
	Other Non Residential Structures Aggregate
	18
	20

	8929
	Miscellaneous Utility Facilities
	Gas/Petroleum – Public Utilities Aggregate
	30
	30

	8930
	Installation Gas Distribution Line
	Gas/Petroleum – Public Utilities Aggregate
	36
	35

	8931
	Utility Tunnel
	Gas/Petroleum – Public Utilities Aggregate
	60
	60

	8951
	Miscellaneous Storage Tank and Basin
	Gas/Petroleum – Public Utilities Aggregate
	24
	25

	8999
	Miscellaneous Component of Other Facility
	Other Non Residential Structures Aggregate
	26
	25

	9999
	Not Real Property
	Other Equipment
	11
	10


Appendix B-3
Preponderance of Use Policy

This section illustrates the preponderance of use policy as defined in DoD FMR Volume 4, Chapter 6

Case I – General Fund Military Services

Criteria:

· Army is a tenant on an Air Force Installation.

· Army is the preponderant user of the facility.

	Original Asset

	Original Facility Acquisition Cost
	$200,000.00

	Financial Reporting Entity for Acquisition Cost
	Air Force

	Capital Improvement

	Capital Improvement Cost
	$100,000.00

	Capital Improvement Organization
	Army

	Capital Improvement Fund
	General Fund

	Financial Reporting Entity for Capital Improvement
	Air Force


 Case II – General Fund Military Services

Criteria:

· Army is a tenant on an Air Force Installation.

· Army is not the preponderant user of the facility.

· Air Force is the preponderant user of the facility.

	Original Asset

	Original Facility Acquisition Cost

	$200,000.00



	Financial Reporting Entity for Acquisition Cost
	Air Force

	
	

	Capital Improvement

	Capital Improvement Cost


	$100,000.00

	Capital Improvement Organization

	Army

	Capital Improvement Fund


	General Fund

	Financial Reporting Entity for Capital Improvement

	Air Force


Case III– General Fund Defense Agency

Criteria:

· GF Defense Agency is a tenant on an Air Force Installation.

· GF Defense Agency is the preponderant user of the facility.  

	Original Asset

	Original Facility Acquisition Cost

	$200,000.00



	Financial Reporting Entity for Acquisition Cost
	Reporting Defense Agency

	Capital Improvement

	Capital Improvement Cost


	$100,000.00

	Capital Improvement Organization

	Defense Agency

	Capital Improvement Fund


	General Fund

	Financial Reporting Entity for Capital Improvement

	Reporting Defense Agency


Case IV– General Fund Defense Agency

Criteria:

· GF Defense Agency is a tenant on an Air Force Installation.

· GF Defense Agency is not the preponderant user of the facility.  

· Air Force is the preponderant user of the facility.

	Original Asset

	Original Facility Acquisition Cost

	$200,000.00



	Financial Reporting Entity for Acquisition Cost
	Air Force

	Capital Improvement

	Capital Improvement Cost


	$100,000.00

	Capital Improvement Organization

	Defense Agency

	Capital Improvement Fund


	General Fund

	Financial Reporting Entity for Capital Improvement

	Air Force


Case V– Working Capital Fund Activity

Criteria:

· DLA is a tenant on an Air Force Installation.

· DLA is the preponderant user of the facility.

	Original Asset

	Original Facility Acquisition Cost

	$200,000.00



	Financial Reporting Entity for Acquisition Cost
	DLA

	Capital Improvement

	Capital Improvement Cost


	$100,000.00

	Capital Improvement Organization

	DLA

	Capital Improvement Fund


	Working Capital Fund

	Financial Reporting Entity for Capital Improvement

	DLA


Case VI – Working Capital Fund Activity

Criteria:

· DLA is a tenant on an Air Force Installation.

· DLA is not the preponderant user of the facility.

· Air Force is the preponderant user of the facility.

	Original Asset

	Original Facility Acquisition Cost

	$200,000.00



	Financial Reporting Entity for Acquisition Cost
	Air Force

	Capital Improvement

	Capital Improvement Cost


	$100,000.00

	Capital Improvement Organization

	DLA

	Capital Improvement Fund


	Working Capital Fund

	Financial Reporting Entity for Capital Improvement

	DLA


Case VII – Working Capital Fund Activity

Criteria:

· DLA is a tenant on an Air Force Installation.

· DLA is the preponderant user of the facility.

· The capital improvement to the facility is funded as follows:

· DLA 50 percent - WCF

· DeCA 30 percent - WCF

· Air Force 20 percent- GF

	Original Asset

	Original Facility Acquisition Cost

	$200,000.00



	Financial Reporting Entity for Acquisition Cost
	DLA

	Capital Improvement

	Capital Improvement Cost


	$100,000.00

	Capital Improvement Organization

	DLA, DeCA, AF

	Capital Improvement Fund


	WCF, GF

	Financial Reporting Entity for Capital Improvement


· DLA

Air Force 20% share is reported by the preponderant user
· DeCA
	Amount per Entity

$50,000 + $20,000

$30,000


Case VIII – Working Capital Fund Activity

Criteria:

· DLA is a tenant on an Air Force Installation.

· DLA is NOT the preponderant user of the facility.

· Air Force is the preponderant user of the facility.

· The capital improvement to the facility is funded as follows:

· DLA 50 percent - WCF

· DeCA 30 percent - WCF

· Air Force 20 percent - GF

	Original Asset

	Original Facility Acquisition Cost

	$200,000.00



	Financial Reporting Entity for Acquisition Cost
	Air Force

	Capital Improvement

	Capital Improvement Cost


	$100,000.00

	Capital Improvement Organization

	DLA, DeCA, AF

	Capital Improvement Fund


	WCF, GF

	Financial Reporting Entity for Capital Improvement


· DLA

· DeCA

· Air Force
	Amount per Entity

$50,000 

$30,000

$20,000


THIS PAGE INTENTIONALLY LEFT BLANK

Attachment C. Data Management

C.1 Background

The Department of Defense (DoD) Business Transformation involves an ongoing effort to standardize and streamline operational processes, correct long-standing inventory weaknesses, and help analyze whether enabling technology effectively supports performance of the DoD mission.  Enabling all functional communities with ready access to accurate, complete, and up-to-date real property asset information is a must.  The goals of the I&E Community are timely, accurate, and reliable data, when and where needed, together with streamlined enterprise-wide business processes that enhance the support of the DoD Business Transformation and to the Warfighter.

A Real Property Inventory (RPI) workshop was held in October 2003 to discuss the Business Transformation with respect to the RPI initiated by the Installations & Environment (I&E) Domain.  Following this meeting, I&E focus groups were formed to represent the initial capabilities of the I&E Community, e.g., RPI; Real Property Management (RPM); and Environment, Safety, and Occupational Health (ESOH).  These focus groups constituted the initial Community(s) of Interest (COIs) to support the Domain’s transformation effort.

For purposes of the Business Enterprise, COIs are defined as collaborative groups of users who must exchange information in pursuit of their shared goals, interests, missions, or business processes.  To accomplish this, they must have a shared vocabulary for the information they exchange.  In addition, COIs provide an organization and maintenance construct for data to ensure that data goals are realized.

The I&E Community and COIs oversee the development of the Data Management Strategy process as it evolves and is implemented within the I&E Domain and DoD-wide COIs to ensure its continued success.  The COIs will accomplish this by forming close relationships with key stakeholders and subject matter experts (SMEs) in the Military Services and Defense Agencies that provide or use real property data.  

The strategy to manage the I&E enterprise data has become increasingly more important over the last few years.  Continued breakthroughs in network technology and the Internet have made data available across applications, departments, corporations, and enterprises.  Despite these developments, several major problems remained unsolved:

· Data is not visible to all users who need it;

· Data resides in incompatible formats; and

· Data cannot be systematically managed, integrated, unified, or cleansed.

There are also numerous information and data conflicts. Data is redundant or out-of-date, and often cannot be accessed because of formatting differences.  These conflicts seriously impact the DoD’s ability to obtain the data and information necessary for decision-making in both an effective and timely manner.

C.2 The Need for a Data Management Strategy

Information and data are valuable assets to an organization.  As a result, a management strategy should be implemented to guarantee the reliability and integrity of an organization’s information assets.  Data should be managed as an asset of the enterprise, not as a part of the application that processes it.   Consistent and reliable data provides the user with the basis for accurate and efficient decision-making.

The real property data in the Military Services and Agencies is maintained in different locations, in different systems, and in different formats.  It is processed and validated through different business rules and according to different validation criteria.  See figure C-1.  Centralized reporting and decision-making is understandably hampered
.  In addition, manpower, time, and cost involved in data calls and the subsequent “data scrub” into a common format for analysis and reporting requires resources that should be targeted to more mission-critical tasks.  Timeliness of data from the aspect of the enterprise also becomes an issue.  This is due to the time required to “scrub” the data before making it available to the user, and the fact that rather than real time, the data represents a point in time based on the time of the data call.
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Figure C-1:  Current “As-Is” Environment Supporting Real Property

A data management strategy providing a methodology for data standards at the enterprise level addresses the information and data lifecycle of the enterprise from identification and analysis through user discovery and applications processing.  One of the Department’s CIO goals, as confirmed by the Deputy Secretary of Defense in Management Initiative Decision (MID) 905
, is to populate the network with all data (intelligence, non-intelligence, raw, and processed) and change the paradigm from “process, exploit, and disseminate” to “post before processing.”  All data is advertised and available for users and applications when and where they need it, allowing users and applications to search for and “pull” data as required.  As the DoD moves to a Net-Centric environment, the goal of “post before processing” will make data readily available to the user before normal processing and dissemination would have been completed, thus allowing users to make more timely and effective decisions
.  This paradigm will require standards for data that allow users to easily discover and understand the data assets of the enterprise, and use the data correctly, effectively, and in a timely manner.  In addition, data will be available to a broader base of qualified users, not just the current users of the I&E data assets.  These unplanned or unanticipated users will require sufficient understanding of these data assets to be able to pull and analyze data for effective analysis and decision-making.  This paradigm will also change the focus of data from the application that processes it to the role of the data as it applies to the enterprise, and how it is processed and used by the enterprise.  

C.3 Unique identifier

On 29 July 2003, the acting Undersecretary of Defense, Acquisition, Technology and Logistics (AT&L), issued a policy for the unique identification of items purchased by the DoD, including new equipment, major modifications, and re-procurements of equipment and spares.  The policy states that unique identification is a mandatory requirement for all solicitations issued by DoD on or after 1 January 2004.  A unique identifier (UID) is a set of data for assets that is globally unique and unambiguous, ensures data integrity and data quality throughout its life, and supports enterprise business applications and users.

The DoD must, of necessity, uniquely identify the items to which it takes title to provide for better asset accountability, valuation, and life cycle management.  The same is true for real property assets.

For the I&E Community, the Real Property Unique Identifier (RPUID) becomes the key element in DoD’s Real Property Information Systems that distinctively and uniquely identifies a piece of land, a building, structure, linear structure, or other real property improvements in which DoD has a legal interest.  The RPUID allows related data from across the spectrum of DoD business areas to be linked to specific real property asset records.

Unique identification of real property assets provides DoD with the source data to facilitate accomplishment of the following:

· Capture timely, accurate, and reliable data on real property assets;

· Improve life-cycle asset management; and

· Track real property assets within DoD for financial accountability purposes and asset lifecycle management.

The I&E Data Management Strategy uses RPUIDs where appropriate so that items of interest, e.g., real property assets, can be:

· Uniquely identified within their respective classifications;

· Tracked and managed throughout their respective lifecycles;

· Referenced by other systems within the enterprise (e.g., systems interoperability) without having to re-enter or replicate data; and

· Tracked throughout the enterprise for financial impact (e.g., audit trail).

In a logical data model, for example DoD Architecture Framework (DoDAF ) OV-7, a unique identifier is simply a primary key, a method implemented in a database to differentiate one occurrence of data from all others of the same class.   In the context of the database, the primary key is used as criteria to join data from multiple sources within the database based upon a common criterion (the primary key).  This premise extends to multiple or distributed databases, where the primary key is extended to join data from one or more databases.  Applying this to the DoD Enterprise, the RPUID becomes the primary key for the identification of real property assets within the Real Property Information Systems; the join criteria for the databases supporting I&E, RPI, RPM, ESOH, and the Military Services and Agencies; and extends to the databases supporting other Business Domains and the Warfighting Enterprise Mission Area.  This concept also supports extensibility.  Additional data attributes supporting real property can be added to the appropriate database(s) and are immediately accessible using the RPUID.  Similarly, additional databases can be added within the enterprise to support new mission requirements.  By using the RPUID, the new databases can be integrated into the real property data environment.  This concept allows each database to store the real property asset data required to support its respective mission as opposed to each database maintaining the same data redundantly.  This supports the vision of single point-of-entry and shared access for real property data in the enterprise.

In addition, since data is stored once, based upon the authoritative source that owns it, data integrity and reliability is increased.  This is because that data is defined only once and is validated consistently against common business rules and criteria.  The architecture supports the integration of real property data from multiple sources to support an enterprise view of real property assets to the user, e.g., up-to-date asset data pulled from multiple sources real-time based on the RPUID of the real property asset.

A unique identifier can be either intelligent or non-intelligent.  An intelligent identifier is based on the use of characteristics such as organizational component code, facility number, facility location, facility name, state code, (either alpha or numeric), county code, etc., in the identifier scheme.  A non-intelligent identifier is one that is automatically generated by computer each time a record is created.  It has no correlation to the attributes entered for that record.  Intelligent identifiers (those that contain some kind of information) are not permanent; they change as the criteria for their assignment changes.  Non-intelligent identifiers, by contrast, are permanently assigned to an asset for data relationships and data sharing.  The merits of intelligent and non-intelligent UIDs must be analyzed in each case where unique identification is required, in conjunction with the attributes defined for the item of interest.  Should unique identification be provided for an item of interest based upon one or a combination of multiple attributes, and the attribute(s) under consideration are not subject to taxonomy, classification, or categorization changes, an intelligent UID might be considered viable.  If not, a non-intelligent UID would be required.

Business rules will be defined based on the recommended unique identification scheme.  Each UID, scheme, and associated business rules will then be entered in the I&E Metadata Repository, published, and made available to users of I&E data assets.

The following example uses the RPUID to illustrate the benefits of unique identification.  The RPI focus group research considered the advantages of both an intelligent and non-intelligent numbering scheme for the identification of real property assets. A non-intelligent number scheme is recommended as the best alternative for the RPUID.  The numbering scheme will not become obsolete as the characteristics or categorization of the asset change over time.  The RPUID:

· Will remain a key identifier of that asset for the life of the asset;

· Will be used by the DoD to permanently and uniquely identify all real property assets in which the DoD has an interest;

· Will be assigned to the asset, not to the owner or the installation since they may change over time;

· Will remain a part of the real property asset record for the life of the asset; and

· Does not change when criteria of assignment of the real property asset changes.

In essence, the unique identifier becomes the “link key” that allows multiple databases supporting real property to be joined.  This could include for example, financial, management, and geographic information systems.  Figure C-2 illustrates the integration of systems supporting real property using the RPUID.
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Figure C-2:  Real Property System Integration Using the RPUID 

Viewing real property assets and information from the perspective of the enterprise, the RPUID provides the integration point with respect to real property assets, enterprise transactions, and enterprise data.  Using the RPUID, enterprise systems can provide the user with an integrated view of real property.  In this case, real property asset information will be entered and stored once in respective systems supporting the mission and business requirements of the various DoD Business Domains and the Warfighter Enterprise Mission Area.  No one system will contain all data related to real property assets (financial, legal, and physical) nor will any one system maintain the complete audit trail needed to track the financial history of real property assets.  

Instead, the RPUID is the common key or identifier of the real property asset.  Using the RPUID, an integrated view of the real property asset can be presented to the user, offering him/her data pulled from the systems that support the lifecycle of real property assets.  These systems can be the suite(s) of systems supporting the DoD Business Domains and the Warfighter Enterprise Mission Area, and/or the suite(s) of systems used by the real property COIs (the Military Services and Defense Agencies) supporting the management of real property assets.  Figures C-3 and C-4 illustrate the integration of systems supporting real property using the Real Property Inventory RPUID.
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Figure C-3:  Integration of COI (Military Services and Defense Agencies) Systems Supporting Real Property Assets
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Figure C-4:  Real Property Inventory Integration in the Enterprise Using the RPUID

All real property assets identified in the Real Property Asset Taxonomy, in which DoD has an interest, will be assigned an RPUID.  The RPUID will complement and not replace the commonly used identifiers such as Facility Number or Building Name.  In this manner, users of the “To-Be” solution will be able to identify and access real property assets as they do today rather than having to learn the RPUID key assigned or be knowledgeable of its scheme or assignment.  The RPUID will provide the enterprise with the key to the history and audit trail for financial transactions and physical changes related to real property assets over their lifecycles.  Since the RPUID is permanently assigned to the asset and never changes, the asset’s change history and financial audit trails remain consistent.
An RPUID will be required for all existing and future assets in the DoD and will be archived with the asset when the DoD relinquishes its legal interest.

C.4 Core Data Elements

A current problem with the systems used by the Military Services and Defense Agencies for the reporting of their respective real property assets is the lack of standardization with respect to the definitions, attributes, business rules, and validation criteria used for real property data
.  As a result, consolidated reporting of assets in which DoD has an interest requires data calls, and the subsequent timely and costly consolidation, translation, and validation of data using complex business rules into a common format for analysis and reporting.  This process affects the timeliness and reliability of data and impacts cost effective planning, analysis, and decision-making.   

The focus groups identified taxonomy for real property assets, and then classified real property items according to this taxonomy.  The RPI taxonomy is depicted in figure C-5.
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Figure C-5:  Real Property Asset Taxonomy

A major objective of the focus groups is to identify the core data elements that will form the basis of the RPI common data model in support of the I&E Domain. The common data model reflects the business view, business vocabulary, classifications, and business rules that provide a common basis for the understanding of real property information and data.

Common data models build upon traditional metadata by capturing the formal meaning of data in agreed-upon business terms.  This eliminates Component-specific vocabularies, definitions, business rules, and validation criteria.  This metadata addresses both the business described above and the technical attributes of the data, e.g., data type, data length, domain rules (pick lists), optionality, and uniqueness.  Common data models help to eliminate semantic issues regarding information and data assets by having a common reference model for data assets.  This in turn eliminates community-specific definitions or interpretations of these assets.  Data resources used for metadata analysis included various data assets associated with existing systems, legacy systems, interfaces of the Military Services and Defense Agencies, as well as new development efforts and pilots.  The RPI common data model is used to define the core data elements (data elements shared across more than one community).  

The RPI focus groups will continue to work with legacy system owners, ERP development teams, and local metadata repository owners to ensure that the RPI common data model includes the appropriate data asset meanings and business rules.  

Using the data reporting requirements of Draft DoDI 4165.14 (dated August 2002), data maintained in the systems of the Military Services and Defense Agencies and the taxonomy described above, a common data model was constructed.   This model reflects:

· Entities defined for the real property asset objects identified for the RPI entities (e.g., Site, Facility, and Land);

· Relationships defined between these entities to show dependencies and cardinality (e.g., One-to-One, One-to-Many, etc.); and

· Business rules defined for the existence of each asset type (e.g., entity), and how each entity is related to the other.

Using the common data model described above, attributes, or core data elements, have been identified to characterize and define real property assets.  These attributes are broken into the following three categories:

· Financial.  Acquisition date and cost, capital improvements, sustainment, disposal, and salvage;

· Legal.  Deeds, metes and bounds, restrictions; and

· Physical.  Asset name, geo-political and geo-spatial location information, size, dimensions, capacity, construction type, usage type, and quality rating.

The core data element attribute taxonomy is depicted in figure C-6.  It should be noted that the taxonomy is generic.  There is an overlap between some attributes in each classification, for example, interest code has financial as well as legal implications with regard to real property.
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Figure C-6:  Core Data Element Attribute Taxonomy

In addition to the RPI common data model, a logical data model has been developed for the I&E Community.  The logical data model is one of the DoDAF architectural products included in the Operational Views and is referred to as the OV-7.  The OV-7 documents the data requirements and structural business process rules of the architecture’s operational view. It describes the data and information associated with the information exchanges of the architecture within the scope and to the level of detail required by the architecture.  The OV-7 representing real property is a decomposed view of the RPI common data model and contains data elements, primary and foreign keys, characteristics and attributes, and relationships for the objects contained within the logical data model.

The OV-7 is created in third normal form.  This means that all attributes identified for an entity depend on the primary key of the entity only.  This concept breaks data down into elementary entities or data objects, with relationships defined between objects.  It also promotes the sharing and reuse of data objects in the enterprise data model.  For example, creating a data object called “Real Property Asset” that includes attributes that define acquisition, (e.g., data and cost) eliminates the use of these attributes to define acquisition attributes for “Personal Property Asset” or “Intangible Assets.”  However, defining an elementary object called “Acquisition” with the attributes data and cost, allows this data object to be shared by the data objects “Real Property Asset,” “Personal Property Asset,” and “Intangible Asset.”  

Based on the developed taxonomy, the identified core data elements will allow the DoD to identify and track real property assets for which it has a legal interest over the life of the asset.   The core data elements of the RPI will form the basis for the systems used to support the capabilities and mission of the I&E Community, including RPM and ESOH.  In addition, the I&E Community and its COIs will be the authoritative sources for the real property inventory core data elements in support of the Business and Warfighter Enterprise Mission Areas.  Figure C-7 illustrates the lifecycle of real property assets and the business and data requirements of the lifecycle.
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Figure C-7:  Core Data Element Support for the Real Property Asset Lifecycle

These core data elements define common vocabulary, definitions, validation criteria, and business rules to ensure that real property assets are described consistently across the Military Services and Defense Agencies, with no data conversion, translation, or transformation required.  These features will enforce standardization with respect to real property data in the “To-Be” environment by validating data upon initial entry into the system and when update of the data occurs.

To support the identification and physical characteristics of real property assets, standard measures have been defined.  For example, utilities typically comprise the basic infrastructure of an installation or are part of its general physical plant.  In the RPI, utilities are considered “Network Facilities” or “Linear Assets.”  Information required for maintenance, management, and ongoing operations will be created and retained by the users of the data in the IM System (e.g., Public Works Department) or the accounting and finance department.  The data elements included for the RPI are the fundamental, core inventory data items required for overall asset accountability and real property management.  General data elements and attributes are required for each system as well as for the individual assets within each sub group, including the appropriate units of measure and other physical characteristics.  Segmenting the linear assets will allow the RPI to inventory defined units or lengths of the asset, an important element in not only tracking existing assets but also their general characteristics.  Segmentation will provide additional standardization with respect to real property assets and the related data across the Military Services and Defense Agencies.

The RPI core data elements simplify analysis and reporting of the real property inventory.  See figure C-8. Since the data will be real-time and up-to-date with no translation or conversion required, data reliability and availability is a given.  The core data elements will be required for all real property assets in which DoD has a legal interest.  They are the fundamental inventory data items required for overall asset accountability and real property management.  Using the I&E focus groups, as additional data assets are identified and requirements are developed, the RPI common data model will be extended so that consistent and reliable data is available, and stewardship and reporting responsibilities are fulfilled.
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Figure C-8:  Core Data Elements Within the I&E Communities

Because the information and data of the I&E Community are its most important assets, the lifecycle of those assets must be managed.  There is a cost associated with each information and data asset maintained, from the resources required to support the lifecycle to the disk space required for storage and archive.  The COIs supporting the I&E Community must weigh the cost of data lifecycle maintenance against the use and benefits of these data assets.  When the maintenance cost exceeds the benefits, archiving of such data is recommended.
C.4.1 RPI Common Data Model Structure

Real property assets are the fundamental, atomic entities of the RPI.   The RPI common data model provides a hierarchical structure to support real property assets that in turn support the accounting, management, and inventory aspects of the RPI from the perspective of the I&E Domain, Military Services, and Defense Agencies.  The structure provides a model for discovery and drill-down from the highest attributes of real property to the specific details of each asset.  This provides a view of real property that is well suited for planning, analysis, and reporting from the perspective of the real property user communities.  Conversely, the structure also supports the roll-up of real property data for use by the same communities.

In the RPI common data model, Sites are defined as physical geographic entities comprised of contiguous land parcels upon which facilities may be constructed.  Sites, in turn, are grouped to form Installations.  For the purpose of the RPI, Installations do not necessarily represent geographic entities, but are groupings of one or more Sites that support management and mission directives identified by the Military Services and Defense Agencies.  

In the RPI common data model, the entity hierarchy is represented by the use of parent-child relationships between entities.  Each parent is identified by a natural or artificial primary key that is also the foreign key of the child/children.  The primary and foreign keys of the parent and child entities are the basis of the relationship between the entities.
Cardinality is the type of relationship between the parent and child records of a relationship, identified as One-to-One (1:1), One-to-Many (1:Many), or Many-to-Many (Many:Many).  The INSTALLATION and SITE entities are defined by primary keys consisting of unique identifiers.  In this example, referential integrity between the INSTALLATION and SITE entities is enforced using the primary key of the INSTALLATION entity, Installation Unique Identifier.  Since this is the foreign key in the SITE entity, Installation Unique Identifier (FK), the relationship is complete.  In the model, (FK) following an attribute name indicates that the data element is a foreign key.

As described previously, unique identifiers will be assigned to Installations and Sites for the life of the entity.  While providing a hierarchical view of the INSTALLATION and SITE entities, this structure also provides flexibility with respect to support of organizational and mission changes that affect real property.  For example, Installations can be closed or realigned.  Sites can be closed, realigned, or merged.  The effect of these changes on the affected entities is reflected in the model using the foreign key Installation Unique Identifier.  If a SITE is realigned from one INSTALLATION to another, the foreign key Installation Unique Identifier (FK) in the SITE entity is updated with the value of the primary key Installation Unique Identifier of the new parent INSTALLATION.  The SITE is then a child of the new parent INSTALLATION.

RPI assets are maintained in the entity REAL-PROPERTY-ASSET, identified by the primary key RPUID.  RPI assets are children of the SITE with which they are associated.  In the model, this is represented by the parent SITE, (identified by the primary key Site Unique Identifier), and the child REAL-PROPERTY-ASSET entities, related by the foreign key Site Unique Identifier (FK).  The relationship between SITE and REAL-PROPERTY-ASSET is One-to-Many.

The “To-Be” RPI data will never be deleted.  It will be archived to maintain auditability of the system.  In the case of archiving, RPI records will be updated to reflect the fact that the DoD has relinquished its interest in the real property asset.  The archive data will indicate that the data no longer represents an asset of the DoD.  The archived data will be maintained so that it can be retrieved should the need arise, e.g., for audit trail purpose.

Real property can be in one of two mutually exclusive forms:  facility or land, supported by the entities FACILITY and LAND respectively.  In the RPI common data model, the REAL-PROPERTY-ASSET entity contains attributes that are common to all assets irrespective of asset type code, such as RPUID, RPA Placed In Service Date, RPA Name, RPA Financial Reporting Organization Code, and RPA Interest Code.  The FACILITY and LAND entities contain attributes that are specific to the type of asset: facility or land.  The relationship between the parent REAL-PROPERTY-ASSET and child FACILITY or LAND entities is One-to-One, based on the RPUID.

A facility can be in one of three mutually exclusive forms:  building, structure, or linear structure supported by the entities BUILDING, STRUCTURE, and LINEAR-STRUCTURE respectively.  In the RPI common data model, the FACILITY entity contains attributes that are common to all Facilities irrespective of the type.  The BUILDING, STRUCTURE, and LINEAR-STRUCTURE entities contain attributes that are specific to the type of asset (building, structure, or linear structure).  The relationship between the parent FACILITY and child BUILDING, STRUCTURE, and LINEAR_STRUCTURE entities is One-to-One, based on the RPUID.  The BUILDING_MODULE entity is a child of the BUILDING entity, and is used to support decomposition of the real property of type building, such as housing or a network facility.  For example, a housing building is a single facility, but can be comprised of one or more units, e.g., apartments.  The BUILDING to BUILDING-MODULE relationship can be One-to-Many, allowing a real property asset of type Building to be decomposed into the units that comprise it.

Each entity defined in the RPI common data model will be composed of attributes that define the financial, legal, and physical characteristics of the real property asset in the RPI.  Through the real property asset lifecycle, assets are acquired, sustained, improved, and finally disposed.  Throughout the life of the real property asset, the attributes of the RPI record(s) will be updated to reflect changes in the asset with respect to financial (e.g., capital improvement and disposal) legal transactions (e.g., restrictions and disposal), and physical changes (e.g., capital improvement and partial disposal or demolition).  In this manner, the history of changes to each real property asset in the RPI will be maintained for planning, analysis, and reporting.  Audit trails and mechanisms will be maintained to indicate the source and time of each change to real property asset records, as well as archiving of data to indicate asset characteristics throughout the lifecycle of each real property asset.  For example, in the case of the dividing of a land parcel, archiving of the original land parcel data will be performed in such a way that a “before” and “after” image of the parcel data is available to users to support analysis, reporting, and audit trail maintenance.

Data standards recommended for the RPI have been defined in the common data model and are included in attachment D of this document.  These standards have been proposed by the I&E COIs to resolve issues regarding consistency and lack of collaboration experienced by the real property systems currently in use.  These standards include the following.

· Common vocabulary and definitions.  Promotes understanding of real property data and the characteristics that define it.  The vocabulary and definitions proposed for the RPI are based upon the vocabulary of the Enterprise Business Process Model (EBPM) and recommendations of the I&E RPI COIs.  The DoD EBPM provides the architectural framework for end-to-end business processes.  The EBPM provides the high-level business rules and relationships that unify processes across the DoD Business Mission Area (BMA).  The EBPM has been developed incrementally using teams of SMEs working in facilitated sessions to identify leading practices, define core standards, discuss alternative approaches, and build end-to-end business solutions.  The teams have included SMEs from the Domains, as well as affected DoD Components.
· Validation criteria.  Referential integrity, range, and uniqueness checks will increase the quality and consistency of real property data by using standard edit and validation tools to catch data errors and anomalies at each point that data is entered or changed.

· Standard data.  Domain rules and default values will control the population of data within the “To-Be” environment.  Domain rules consist of pick lists and are pre-defined values that users select typically through pull-down value lists.  The domain rules defined by the real property COIs will replace those currently used by the Military Services and Defense Agencies, providing a standardized and common method for identifying and defining real property assets in the RPI.  This eliminates “free format” entry of data by users, and increases the quality, consistency, and usability of data for analysis and reporting.

· Authoritative sources.  To identify standards for the RPI, authoritative sources have been used to provide consistency and integrity with respect to the “To-Be” solution and the data that it will support.  For example, the Federal Accounting Standards Advisory Board and DoD Financial Management Regulation have been used as the basis for the definition of accounting business rules.  Sources including Federal Information Processing Standards and the DoDI have been used to help define the domain rules.
· Business rules.  Business rules define the events, triggers, and processing of data to support the business processes defined in the Enterprise Business Process Model.  In addition, business rules defined for the RPI will be used to populate data within the RPI.  Authoritative sources will be used to insert and update data within the RPI based upon events defined in the “To-Be.”  For example, when a construction contract is authorized to build (create) a real property asset, an RPUID will be created for the new asset and a template record created in the RPI.  The initial data created for the asset in the template real property record will be populated by contract data entered by Acquisition.  This will improve the consistency and quality of data within the RPI as well as within the enterprise since the data will not need to be re-entered.  Data will be entered once and then shared.
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� Business Management Modernization Program homepage, program overview section, http://www.dod.mil/comptroller/bmmp/pages/over_background.html
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� ibid


� Per SFFAS-6, Property, Plant and Equipment (PP&E) is defined as Tangible assets that (1) have an estimated useful life of 2 or more years, (2) are not intended for sale in the ordinary course of business, and (3) are intended to be used or available for use by the entity.


� Per SFFAS-6, "Recognize" means to record an amount in entity accounts and to report a dollar amount on the face of the Statement of Net Costs or the Balance Sheet either individually or so that the amounts are aggregated with related amounts.


� Note 40:  Delivery or constructive delivery shall be based on the terms of the contract regarding shipping and/or delivery.  For PP&E acquired by a contractor on behalf of the entity (e.g., the entity will ultimately hold title to the PP&E), PP&E shall also be recognized upon delivery or constructive delivery whether to the contractor for use in performing contract services or to the entity.


� DoDI 5000.64, August 13, 2002, Paragraph 5.3: “Accountable records shall be established for all property purchased, leased (capital leases), or otherwise obtained, having a unit acquisition cost of $5,000 or more (and land, regardless of cost), and items that are sensitive or classified. (See Volume 10, Table 61 of DoD 4100.39-M (reference (j)).) Property records and/or systems shall provide a complete trail of all transactions, suitable for audit (i.e., a transaction-based history of asset activity, including individual additions and deletions).  In the event historical information is not available, the record should be appropriately annotated.”


� Under a Design-Build project the CIP account and the RPUID are established upon awarding the design contract.


� GAO Financial Audit Manual Volume 1: Methodology; Section 200: Planning Phase; Identify Risk Factors, 17(d)


� Assessment of DoD Real Property Information Systems, prepared for the Office of the Deputy Under Secretary of Defense for Installations and Environment, August 8, 2001, p. 3.


� Management Initiative Decision 905, Net-Centric Business Transformation and eGovernment, December 24, 2002, p. 4.


� Memorandum, DoD Net-Centric Data Strategy, 9 May 2003, p. 3.


� Assessment of DoD Real Property Information Systems, prepared for the Office of the Deputy Under Secretary of Defense for Installations and Environment, August 8, 2001, p. 3.
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Case 2a is a single site with a power easement, gas line or road running through it. The Service owns the land but has allowed another party use of the property.  A cadastral survey would “close” the boundary. 

Case 2b is two sites because DoD has no legal interest in the “corridor” since the land (the road and the right-of-way) is owned by another party.  A cadastral survey of DoD property would be broken by the corridor thus enclosing two sites.
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Case 5a:  When one service has custody and control of a single land area, even if the service provides two dissimilar missions on that land area, the land area will be considered a single site for inventory control purposes, and must be assigned to an installation according to site business rules.

Case 5b: When one service has custody and control of  a single land area, but a Defense Agency occupies a discreet area of land within that single land area, the entire land area will be considered a single site for inventory control purposes, and must be assigned to an installation according to site business rules
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Case 6: Noncontiguous Sites
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