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                                CHAPTER 3

                      FINANCIAL INVENTORY ACCOUNTING

SECTION 1  GENERAL

103101  PURPOSE

  The purpose of the following sections of this chapter is to narrate the functions generally described as financial inventory accounting and the relationship thereof to Defense Stock Fund (DSF) accounting and financial management.

103102  SCOPE

  The principles and concepts expressed herein are applicable to all Defense Supply Centers (DSC) maintaining supply control and accountability for DSF inventories under the provisions of SAMMS.

103103  RESPONSIBILITIES

  DSCs are responsible for:

  a.  Reconciling the financial inventory records to the item inventory records and preparing necessary reconciliation reports.

  b.  Maintaining surveillance over all inventory holding accounts.

  c.  Preparing any necessary adjustments disclosed by invalidation or out-of-balance conditions in any accounts or summary balances.

  d.  Preparing Summary of Financial Inventory Transactions.

  e.  Preparing feeder data and internal reports necessary to produce the monthly and semiannual DSF accounting reports and other internal management reports, compatible with the availability of data contained in SAMMS.

SECTION 2  INVENTORY RECEIPTS AND ISSUES

103201  INVENTORY ACCOUNTS AND FILES

1.  General ledger accounts relating to inventory are supported by computer files.  Transactions that affect inventory are initially processed through the Distribution Subsystem and subsequently processed to the Financial Subsystem.  Details of transaction processing and their effect on the general ledger are contained in the following paragraphs and in chapter 4 of this manual.

2.  The Financial Inventory Accounts, the supporting files for these accounts, and the Subsystem where the files are maintained are as follows:

GLAC     ACCOUNT TITLE                    FILE             SUBSYSTEM
130.001  Inventories - Available          National         Distribution

           Stocks                          Inventory

                                           Record File -

                                           USDMNIRF

131.001  Manufacture and Fabrication      Government       Financial 

131.002  Assembly/Disassembly, Con-        Furnished

           version and Modification        Materiel File -f

131.003  Repair and Test                   USFTGFMF

131.004  Government Loaned Property

132.002  Inventories in Process of        Government       Financial

           Assembly/Disassembly            Furnished

132.003  Inventories in Process of         Materiel File -

           Repair                          USFTGFMF

135      Inventories Temporarily in       National         Distribution

           Use                             Inventory 

                                           Record File - 

                                           USDMNIRF

140      Inventories In Transit -         Active Contract  Procurement

           From Procurement                Contract File – 

                                           USPMACF

141      Inventories In Transit -         Due-In File -    Distribution

           Between Storage Points          USDMDUIN

142.200  Inventories In Transit From      Due-In File -    Distribution

           Customers - Sales Return        USDMDUIN

103202  INVENTORY ON HAND

1.  The balance in general ledger control account 130.000 represents the

financial value of all Defense Stock Fund (DSF) inventories that are carried in the on-hand balance of the quantitative records of the National Inventory Record File (NIRF) (USDMNIRF) maintained in the SAMMS Distribution Subsystem.  All transactions affecting the quantitative balances of the on-hand inventory in the NIRF are passed to the Financial Subsystem for recording in the Financial Inventory Accounting (FIA) records.  These transactions are in MILSTRAP format and can be traced back to the initial input source documentation.  In order to ensure an in-balance condition between the quantitative on-hand records and the financial balance in GLAC 130.001, all transactions are recorded in the Opening/Closing Balance File (USFTOCBF) that is designed for the express purpose of ensuring that all transactions that are processed against the on-hand quantitative balances in the NIRF are also processed in the FIA records.

2.  Any transaction which is processed against the NIRF and affects the quantitative  balance of the on-hand inventory, but which is incapable of being processed to the FIA records due to missing or invalid data, will be recorded on the Financial Transaction Error File, printed on the F-3-11 Financial Transaction Error Listing, and held in suspense until corrected.  These invalid transactions will be referred to the Office of Comptroller for corrective action and reentry using DIC YTH, to clear the suspended transactions from the error file and processing in the FIA records.

3.  During the monthend reconciliation process (F-3-1 Report) the quantity and the price extended values of the quantitative records of the inventory on hand (NIRF) are compared to the Opening/Closing Balance File (OCBF).  The OCBF quantity and/or dollar value are automatically adjusted, using DIC YYP (Reconciliation Gain) or DIC YYQ (Reconciliation loss), to the NIRF when an out-of-balance condition exists for an NSN.  Also, the dollar amount of the adjustment is automatically recorded in GLACs 130.001/135 and 454.100 or 518.100.  The quantity adjustments are reflected on the F-3-1 Report by NSN, location, ownership/purpose code, and condition whereas dollar adjustments are shown by NSN to facilitate research and analysis of each adjustment.  The same criteria for posting dollar amounts to the OCBF is used in posting to the GLACs, therefore they should be in agreement.  However, if a difference does remain between the NIRF and GLACs 130.001/135 after the above detail adjustment, a summary adjustment as shown on the F-3-1 Report is automatically processed to the applicable GLACs. 

4.  Currently, Condition Code L materiel is included in the total for stock on hand, GLAC 130.001.  Since ownership of Condition Code L materiel is questionable until litigation is consummated, a requirement exists to record these assets separately.  At monthend, Condition Code L assets recorded in the due-in file will be recorded in GLACs 130.002 and 130.003 mechanically by generating DIC YW6s - establish inventory valuation for Condition Code L materiel.  GLAC 130.002 represents the value of Condition Code L materiel that has a supporting ACF record.  GLAC 130.003 represents the value of Condition Code L materiel that does not have a supporting ACF.  These L Condition Code inventory values are supported by the detail shown on the F-3-19 Report.  These entries are reversed in the first financial daily cycle of the next month. 

103203  INVENTORIES WITH CONTRACTORS AND TESTING AGENCIES

  The balance in general ledger control account 131.000 represents the value of DSF materiel issued to commercial contractors or Government activities to be used in the manufacture, fabrication, assembly/dis-assembly, conversion, modification, repair, or testing of component or end-items which are to be returned to DSF inventory.  Also included in this control account is the value of Government furnished materiel which is loaned to contractors for use related to Government contracts but is not intended to become a part of an end-item (Government Loaned Property - GLP).  The value of all such items is accounted for in the Government Furnished Materiel File (USFTGFMF) that is described in paragraph 103701 of this manual.  A complete description of the processes applicable to transactions involving inventories with contractors and testing agencies in GLAC 131.000 (Inventories W/Cont/Test Agencies) is covered in section 3 of this chapter. 

103204  INVENTORIES IN TRANSIT FROM PROCUREMENT

1.  The general ledger balance in GLAC 140.000 represents the value of materiel for which payment has been made but has not been reported as received as of the end of the accounting period and materiel on which title has passed to the Government but has not been reported as received into inventory as of the end of the accounting period.  The values in GLAC 140.000 are established on the basis of information in the Active Contract File (USPMACF) that is maintained in the Procurement Subsystem. 

2.  During the month, quantities received (DIC D4_/D6_), quantities paid (DIC YWA), and quantities shipped (DIC YPM) are recorded in the Active Contract File (USPMACF).  Entries are controlled by Procurement Instrument Identification Number (PIIN) and Contract Line Item Number (CLIN).  

3.  At the close of each month, each contract in the Active Contract File (ACF) is reviewed to determine whether an in transit from procurement exists. For the purpose of calculating inventories in transit, Condition Code L materiel is added to the contract receipt quantity since it is considered a valid part of the total inventory received (even though it is under litigation).  The calculation of an in transit depends on the contract's acceptance terms.  For origin acceptance lines (F.O.B. E, 2, or 5), the larger of the ACF shipped or expended quantity is compared to the ACF receipt quantity (Condition Code A plus L).  If the shipped/expended quantity is greater than the receipt quantity, then the difference between the two represents an in transit.  For destination acceptance lines, the ACF expended quantity is compared to the ACF receipt quantity (Condition Code A plus L).  If the expended quantity is greater than the receipt quantity, then the difference between the two represents an in transit.  A DIC YWV (In Transit From Procurement – Establish) transaction is generated to record the value of each in transit (in transit quantity times the standard unit price) to GLAC 140 - Inventory In Transit From Procurement.  A detail listing of these entries is provided on the F-3-8, Inventory In Transit From Procurement Report. 

4.  Inventory in transit transactions, (DIC YWV) are posted to the General Ledger Account (GLAC) (Debit 140.000 and Credit 510.XXX) and the Month-To-Date Transaction History File.  (See GLAC Assignment Table, Chapter 4 for GLAC assignments applicable to DIC YWV.) DIC YWVs will not be generated for any additive CLINs. 

5.  In the first financial daily cycle of the following month, the DIC YWV transactions are reversed.

103205  INVENTORIES IN TRANSIT BETWEEN STORAGE POINTS

1.  The balance in general ledger control account 141.000 represents the financial value of DSF materiel that has been dropped from the quantitative balances of the on-hand inventory in the NIRF of one storage location but has not been taken up as a receipt in the NIRF quantitative record of the receiving activity.  The financial value of the in transit materiel which is referred to as Redistribution Transfers is supported by the price extended value of the redistribution due-in as indicated in the F-3-9 Report.  Although the record of the materiel being redistributed has migrated from the NIRF to the Due-In File, accountability remains with the DSC accountable officer. 

2.  Transactions relating to materiel in transit between storage locations are generated as a result of processing a DIC D7K through the Distribution Subsystem.  This transaction is processed to the financial records to establish the in transit record: 

  Dr. 141.000 - Inventories In Transit Between Storage Points

    Cr. 130.001 - Inventories - Available Stocks

  a.  Upon receipt of the items by the gaining storage location, a DIC D6K will be processed to clear the in transit records and will result in the following GLAC assignments: 

      Dr. 130.001 - Inventories - Available Stocks

        Cr. 141.000 - Inventories In Transit Between Storage Points

  b.  The DIC D6K will always be processed for the amount due-in.  For any differences between quantities due-in and quantities received, a DIC D6A - Inventory Adjustment - Gain will be mechanically generated, or DIC D9A - Inventory Adjustment - Loss will be manually processed to the financial records.  Distribution created a DIC D6A transaction for the overage quantity. (Note:  DIC D8A was not utilized in the programming.)  This transaction will create the following entries: 

    (1) DIC D6A - Receipt – Other Than Proc – Own Military Service 

      Dr. 130.001 – Inventories – Available Stocks

        Cr. 473.200 – Incoming Shipment Gain – In Transit betwn Stor Pt

    (2) DIC D9A – Inv Adj – Single – Decrease –Physical Inv Adj

      Dr. 583.200 – Incoming Shipment Loss – In Transit betwn Stor Pt

        Cr. 130.001 – Inventories – Available Stocks

  c.  Monthly, an Inventories In Transit Between Storage Locations Listing (F-3-9 Report) will be prepared to reflect all transactions that have not yet been recorded as receipts.  Any items reflecting a transfer date over 90 days old will be analyzed to determine the reason for the outstanding balance.  The Directorate of Supply Operations is responsible for taking necessary action to clear any outstanding balances through the Distribution Subsystem. 

  d.  The F-3-9 Report is being supplemented by the monthly F-3-18 Report.  The F-3-18 and the F-3-9 are created in different jobs.  Therefore, the F-3-18 may not equal the F-3-9 if transactions were processed to the Due-In File after the F-3-18 Report was produced.  Refer to appendix F-3-18 in this manual for additional information.  The F-3-18 Report should be reconciled to the F-4-1 Report monthend net balances recorded in General Ledger Account (GLAC) 141.000. 

  e.  When records indicate a quantity remaining due-in, a Reply to Materiel Receipt Follow-up Transaction (DIC DXD) will be sent to the DSC indicating the quantity remaining due-in.  No action will be taken by the DSC as a second Materiel Receipt Follow-up Transaction (DIC ZDK) will be generated in 14 days if a receipt has not been processed in the meantime.  (DLAM 4140.2, Volume II, Part 1, Chapter 41, Paragraph 241202 - Follow-ups on Redistribution Orders.) 

103206  INVENTORIES TEMPORARILY IN USE

  The balance in general ledger control account 135.000 represents the financial value of DSF materiel that has been issued on a loan basis but has not been returned and picked up in the on-hand quantitative records of the NIRF.  The financial value of the inventory on loan is supported by materiel identified in the NIRF under Purpose Code L and in jacket files that identify the recipient and other pertinent data applicable to the materiel on loan and the terms of the loan agreement.  A listing of materiel in Purpose Code L, (F-3-6 Report) identified by project code, is provided to support GLAC 135.000. 

103207  INVENTORIES IN TRANSIT FROM CUSTOMERS - SALES RETURNS

1.  The balance in general ledger account 142.200 represents the financial value of materiel sold to customers that, due to some deficiency, is directed to be returned to DLA supply system stock with credit to be applied to the customer's account prior to actual receipt of the materiel.  The financial value in this account is supported by the price extended value of the sales return in the Due-In File (USDMDUIN).  The Inventories In Transit From Customers Report (F-5-11) reconciles the distribution system Due-In File to the financial system Billing Adjustment/Allowance Suspense File (USFTBAAS).  The F-5-11 Report should reconcile to the F-4-1 Report monthend net balances recorded in GLAC 142.200.

2.  Transactions involving sales returns from customers (DIC FAE with Advice Code 24 or 26) are processed to the Billing Adjustment/Allowance Suspense File.  If credit is granted, the Financial system will create a DIC YWH (Billing Adj. – Credit Granted).  The DIC YWH results in assigning billing adjustment GLACs as well as entering the extended amount of the returned materiel into GLAC 142.200, Inventories In Transit From Customers - Sales Returns (see chapter 4 for complete GLAC 

assignments).  The Financial system also creates a DIC DFZ (Due-in – Other than Proc – From Other) to send to the Distribution system to create a Due-in.  Upon the actual receipt of the materiel, Distribution Subsystem will process the transaction by a DIC D6Z (Receipt – Other than Proc – Other) which results in a debit to GLAC 130.001, Inventories - Available Stocks, for the inventory returned to stock and a credit to GLAC 473.300, Incoming Shipments, Gain - In Transit From Customers.

  a.  The DIC D6Z is also processed to the Billing Adjustment/Allowance Suspense File (USFTBAAS).  If the transaction matches the original DIC YWH transaction, i.e., if a BAAS record containing the same document number and suffix code also contains an entry in the due-in code field, a DIC YWK (Billing Adj. – Reversal of Due-in) will be generated to debit GLAC 473.300 and to credit GLAC 142.200, Inventories In Transit - Sales Returns.  The DIC D6Z transaction will appear on the Daily Report of Unprocessed/Unmatched Billing Adjustment/Allowance Transactions, F-5-4 Report, annotated Sales Return Receipt.  The notation indicates that the transaction did match an original DIC YWH transaction and that a DIC YWK transaction was generated and processed.

  b.  When a unit of issue catalog change has been processed prior to receipt of the materiel, the DIC D6Z will be processed as a debit to GLAC 130.001 and as a credit to GLAC 473.300; however, a DIC YWK will not be automatically generated to clear GLAC 142.200.  The DIC D6Z transaction will appear on the F-5-4 Report with the annotation Catalog Change/Unit Of Issue.  The Office of Comptroller will then manually input a DIC YWK containing the original unit of issue, and Sales Return Adjustment Code 2 in pos. 58.  This transaction will record the following entry: 

    Dr. 473.300 - Incoming Shipments Gain – In Transit From Customer

      Cr. 142.200 - Inventories In Transit From Customer - Sales Return

  c.  Sales Information Code 5, Reduced Price, should be indicated in pos. 59 of the DIC YWK if the materiel being returned was issued to the customer at a reduced price. 

  d.  After the first listing of an item over 165 days of age which has not been returned, such item will be shown on each subsequent 15-day listing until resolved.  This timing pattern will apply to all items Over 165 Days Of Age. The Office of the Comptroller will follow up with the Directorate of Supply Operations to determine the reason for failure to return the materiel.  The transaction will be printed out each seven days until the materiel is received or a DIC YWK or DIC FAC is processed. 

    (1) If it is determined that a cancellation of the due-in and a reversal of the customer credit is desired, process a DIC YWK with Sales Return Adjustment Code 1 in pos. 58.  This action may be taken for nonreceipt of partial quantities or nonreceipt of the entire quantity.  The transaction will result in the following GLAC entries: 

      Dr. 115.XXX - Accounts Receivable – U.S. Government

        Cr. 400.XXX - Reimbursable Issues

                   and

      Dr. 505.XXX - Cost of Sales at Acquisition Cost

        Cr. 142.200 - Inventories In Transit Fr Customer - Sales Return

    (2) In the event the in transit account is to be cleared due to nonreceipt of the entire amount or partial quantity, but no adjustment is to be made to the customer billing, process a DIC YWK with Sales Return Adjustment Code 3 in pos. 58.  The Due-In File will be cleared and the following GLAC entries generated: 

      Dr. 583.300 - Incoming Shipment Loss – In Transit From Customer

        Cr. 142.200 - Inventories In Transit Fr Customer - Sales Return

103208  ISSUES TO CUSTOMERS

1.  As customer requisitions are received for stocked, decentralized or noncataloged items, they are verified to ensure that data entries are valid and the document can be processed through the Distribution Subsystem.  Control of these requisitions is maintained within the Requisition Status File. 

2.  Customer requirements are edited against stock recorded in the National Inventory Record.  If stock is available, a Materiel Release Order and a DIC D7_ series transaction are prepared.  If stock is not available and a back order is not established, a direct delivery transaction is generated (see paragraph 103209). 

103209  DIRECT DELIVERY TRANSACTIONS

1.  Transactions relative to direct delivery of materiel (from procurement source to customer) are processed in the Financial Subsystem based on the notification of shipment by vendor (DIC YPM) or payment to vendor (DIC YWA) whichever is recorded first.

2.  The DIC YPM transaction is processed to the Procurement Subsystem.  When the transaction is recorded on the Active Contract File, a record (DIC YWT) is passed to the Financial Subsystem for further processing.

3.  The Financial Subsystem, using the DIC YWT record and/or the DIC YWA record, will generate the following transactions:  

  a.  Receipt (DIC D4_/D6_) - Posts the receipt to the Active Contract File and Due-In File and creates a record for posting to the following master files in the Financial Subsystem: 

    (1) General Ledger Account File - Inventory (USFMGLAG).

    (2) Transaction History File (USFTMTRH).

  b.  Issue (DIC D7_) - Creates a record for posting to the following master files in the Financial Subsystem: 

      (1) General Ledger Account File - Inventory (USFMGLAG).

      (2) Sales Activity File (USFMSAF).

      (3) Transaction History File (USFTMTRH).

NOTE:  The mode and date of shipment will be included in the DIC D7_ record and perpetuated in the detail billing record (DIC FA1) for FMS and MAP Grant Aid transactions.

  c.  Confirmation of Shipment (DIC ZCM) - Creates a record and passes to the Distribution Subsystem for processing to the Active Requisition Control and Status File (USDMARCS). 

NOTE:  Show Type of Bill Code (TBC) AA in pos. 60-61 of DIC D7_ issue transaction when T is cited in position 7 (Type Confirmation) of the DIC ZCM (Direct Delivery Confirmation) record.  TBC AB will be shown in pos. 60-61 of DIC D7_ when P is cited in pos. 7 of the created record.

4.  GLAC assignment criteria for CLIN 9904 Direct Vendor Delivery, Premium Transportation (PT), will be as follows:

  a.  For DIC YWA, CLIN 9904 PT, FCC second position L, FIC N or Q 

    Dr. GLAC 540.100 - Transportation Expense (TE), PT.

      Cr. 160.XXX - Undistributed Disbursements (UD), to assign GLAC subsidiary use Type Transportation Code 3 for 101, and Type 1 or 2 for subsidiary 102. 

  b.  For DIC YWA, CLIN 9904 PT, FCC second position L, FIC J or 7

    Dr. 160.XXX - UD, subsidiary criteria same as above.

      Cr. 540.100 TE first destination.

  c.  Also, record the following GLAC assignment for DIC YWA transactions and generate DIC FQ1 (Billing for Transportation) transaction:

    Dr. 115.XXX -Accounts Receivable include the current subsidiary GLAC

    criteria.

      Cr. 540.900 -TE, Recoveries of TE PT.

  d.  Record the following GLAC assignment for DIC YWA transactions and

generate DIC FQ2:

    Dr. 540.900-TE Recoveries of PT.

      Cr. 115.XXX, Subsidiary GLAC criteria as above.

  e.  To record Interfund Collection (IC) for PT process DIC YWD as follows:

    Dr. 230.101, Undistributed Collection (UC).

      Cr. 115.XXX Accounts Receivable and use the current subsidiary 

      GLAC criteria.

  f.  To record Interfund Collection (IC) reversal process the DIC YWE as follows:

    Dr. 115.XXX Accounts Receivable and use the current subsidiary GLAC

    criteria.

      Cr. 230.101, UC

  g.  To record Noninterfund Collections  (N-IC), process the DIC YXA and cite FIC S or T Accounts Receivable as follows:

    Dr. 230.102, UC Reimbursements to Other.

      Cr. 115.XXX AC and use the current subsidiary GLAC criteria.

  h.  To record N-IC reversal, use a DIC YXA and cite FIC W or Z cancel Accounts Receivable as follows:

    Dr. 115.XXX AC and use the current subsidiary GLAC criteria.

      Cr. 230.102, UC Reimbursement to Others.

5.  When a DIC YVD (Obligation Transaction - Procurement of Materiel - No Charge) is received from the Procurement Subsystem, the same actions described in paragraph 3 above are performed. 

103210  CAPITALIZATIONS AND LOGISTICS TRANSFER

1.  On the effective date of the logistics reassignment, the losing activity will process a DIC DEE/DEF.  The losing activity will generate either a DIC D9F (transfer of items from stock fund appropriation of loser) or DIC D9E (transfer from other than stock fund appropriation of loser) to drop the items from the inventory (GLAC 130.001) of the loser. 

2.  The DIC DEE/DEF will be sent to the gaining activity from which either a DIC D8F (transfer of items from stock fund appropriation of loser) or DIC D8E (transfer from other than stock fund appropriation  of loser) will be generated by the gaining activity from the DIC DEE/DEF.   The DIC D8F/D8E will increase the inventory account, GLAC 130.001, of the gaining activity. 

3.  The GLAC assignment table for DIC D8E/D8F/D9F is shown in chapter 4.

  A DIC D9E will not be processed in SAMMS.

4.  Receipts from Commercial Sources received by the losing activity after the effective date of the transfer are processed utilizing a DIC D4S that posts to the due-in record and record assets in GLAC 130.001.  A DIC D9F will be processed to decrease GLAC 130.001.  The gaining activity will use the DIC DEE/DEF to generate a DIC D8E/D8F that will record the assets in GLAC 130.001. If the unit price on the NIR and the DIC DEE/DEF are not equal, a DIC DBD (Gain) or DIC DCD (loss) will be generated and processed in the Financial Subsystem.  Price adjustment transactions are automatically generated and recorded as follows in the records of the gaining DSC: 

  a.  Dollar value increase -- DIC DBD - FIIC M

    Dr. 474.XXX - Transfer from Other DSCs

      Cr. 452.300 - Acquisition Cost Change - Gain

  b.  Dollar value decrease -- DIC DCD - FIIC M

    Dr. 520.300 - Acquisition Cost Change - Loss

      Cr. 474.XXX - Transfers from Other DSCs

5.  The dollar value recorded by the gaining DSC in GLAC 474 as a result of processing a DIC D8F transaction, plus or minus the dollar value of a related DIC DBD or DCD acquisition cost adjustment transaction, must equal the dollar value recorded in GLAC 571 (Transfers to Other Supply Centers) by the losing DSC.  Listings prepared by the loser from DIC DEF records will be furnished the gaining DSC for control purposes. GLAC 146 (Inventories In Transit Between DSCs) will not be utilized. 

6.  Occasionally, when reviewing these transactions in the Office of Comptroller, discrepancies may become apparent or transactions may appear to be in error.  Some discrepancies and errors that could conceivably occur in the processing of receipts from capitalization or redistribution are: 

  a.  Changes upon receipt in quantity, condition and/or item identification from the original drop action by the shipping or transferring activity. 

  b.  Duplicate receipt transactions inadvertently processed.

7.  Adjustments that may be required must be negotiated by the supply elements at both the receiving and shipping activities.  While necessary adjustments may be discovered and determined by the Office of Comptrol-ler and confirmation obtained, the actual processing of such adjustments will be effected by supply personnel through the Distribution Subsystem. 

103211  DECAPITALIZATIONS AND LOGISTICS TRANSFER

1.  Transactions relative to transfers under these captions normally will be processed and adjusted, as necessary, through the Distribution Subsystem under the D9_ series of DICs, with attendant GLACs as shown in chapter 4 of this manual. 

2.  Occasionally, when reviewing these transactions in the Office of Comptroller, discrepancies may become apparent or transactions may appear to be in error.  Some discrepancies and errors that could conceivably occur in the processing of such transactions are: 

  a.  Incomplete or improperly identified transfer (issue) transactions.

  b.  Duplicate transfer transactions inadvertently processed.

  c.  Claim by the gaining activity that shipment was not received or only partially received after a reasonable length of time from drop action by the losing activity. 

3.  Adjustments that may be required must be negotiated by the supply elements at the gaining and losing DSCs.  While necessary adjustments may be discovered and determined by the Office of Comptroller and confirmation obtained, the actual processing of such adjustments will be effected by Directorate of Supply Operations through the Distribution Subsystem. 

103212  RETURNS FROM CUSTOMERS

1.  Customer reports of excess materiel returns, DIC FTE, are recorded in the Requirements Subsystem Customer Excess Control Record.  The Directorate of Supply Operations advises the customer by DIC FTR to return materiel with credit, return without credit or dispose of materiel.  When creditable materiel is received and classified, a notice is provided the customer by DIC FTZ of the assets received and the amount of credit granted.  At this time, a DIC ZHK (Credit/Reversal of Excess Creditable Materiel Returns) is passed to the Financial Subsystem to record the credit.  The DIC ZHK will contain the standard price and the acquisition cost.  The difference between the standard price and the acquisition cost will post to GLAC 424.000 (Excess Credit/Acq Cost Variance) and 460.XXX (Receipt of Materiel Returns W/O Credit).    The receipt of stock into inventory is processed with a DIC D6A, D6B, D6C, D6D or D6E.  The general ledger entries are provided in DLAM 7000.2, Volume I, Part 1, Chapter 4.

2.  Information regarding dollar value of creditable materiel due-in may be obtained by submission of a DIC ZDT to the Requirements Subsystem.  Upon receipt of the DIC ZDT a Report of Creditable Materiel Due-In from customers will be prepared.  The report will reflect the dollar value of creditable materiel due in by FSC. 

3.  Occasionally the Requirements Subsystem may find it necessary to reverse an excess materiel return receipt.  When this occurs the general ledger and credit billing will be adjusted as follows: 

  a.  If no credit (DIC FD2) has been forwarded to the customer (no bill number indicated on the customer returns control file), the general ledger entries as shown in Chapter 4 will be reversed.  The UNBILLED credit will be canceled by the DIC ZHK reversal. 

  b.  If credit has been forwarded to the customer (a bill number is shown on the customer returns control file) AND the value of the receipt reversal is less than $1,000, only the DIC D6_ reversal will be processed.

  c.  If credit has been forwarded to the customer AND the value of the receipt reversal is $1,000 or more, the DIC D6_ reversal will be processed and an F-037 Report (appendix F-3-14) will be output to the Comptroller (ORC C2) as negotiation/customer notification is required prior to reversing credit (DIC FD1).  See appendix E-3-9. 

4.  Sales returns from customers are processed through the Distribution Subsystem by DIC D6Z.  This transaction records the receipt in GLAC 130.001.  See paragraph 103207 for procedures relating to the in transit records. 

103213  PROPERTY DISPOSAL TRANSACTIONS

1.  Determination to declare materiel as excess personal property is normally made immediately following completion of a supply control study or retention level study.  Materiel may be declared excess any time there is an anticipated change in requirements or retention criteria and/or the asset position justifies disposition action.  Excess actions 

may also stem from catalog changes.  On notification that an item is deleted from the Federal Supply Catalog, disposition action will be initiated to rid the DLA system of inventories no longer required. 

  a.  Potential DoD excess (excess assets reported under 7000.4) is recorded in Purpose Code M while undergoing DoD utilization screening.  Items excepted by the reporting criteria of 7000.4 are not recorded in Purpose Code M but are transferred to the Property Disposal Office (PDO) directly from the Purpose Code in which the materiel is held in the National Inventory Record.

  b.  A mandatory transfer date is established for excess materiel transferred from Purpose Code M corresponding to the disposal directive date plus 30 days. The mandatory transfer date establishes the final date of effecting transfer of accountability.  Accountability passes to the PDO on the date he accepts (signs for) the materiel or on the mandatory transfer date if the PDO has not in the meantime accepted the materiel.

  c.  A deadline transfer date is established for excess materiel transferred from other than Purpose Code M corresponding to the disposal directive document number date plus 30 days. 

2.  ISSUES

  Transfers of property to PDOs will be accomplished by Disposal Release Orders.  Stock will be transferred upon the mandatory transfer date (using Management Code M) or the deadline transfer date (using other management codes) plus 30 days.  Upon either date, the PDO accepts accountability of the stock.  DIC D7J (Issue – PDO) will be used to initiate this type of transaction and cause the following accounting entry to be recorded:

    Dr. 530.100 - Transfers to Property Disposal

      Cr. 130.001 - Inventories - Available Stocks 

3.  RECEIPTS

  Unexpected requirements may develop which necessitate the recovery materiel from the PDO.  When recoupment of materiel previously declared excess and transferred to the PDO is desired by the DSC, a DIC D6J (Receipt – Other Than Proc – PDO) will be processed through the Distribution Subsystem.  This transaction results in the following general ledger entries: 

    Dr. 130.001 - Inventories - Available Stocks

      Cr. 530.200 - Recoupment from PDO

103214  RETURNS TO SUPPLIERS

  When items are returned to suppliers from depot inventory for credit or reimbursement, a DIC D7P is processed.  This transaction results in a debit to GLAC 510.XXX, Purchases at Acquisition Cost and a credit to GLAC 130.001, Inventories - Available Stocks.

103215  MATERIEL RETURNS DUE TO CANCELLATION OF REQUISITIONS AND 

        SHIPMENTS

1.  The credit policy applicable to materiel returned to DLA stock due to customer cancellation of requisitions and shipments is outlined in DLAM 7000.1 (Accounting and Finance Manual), paragraph 70308.

2.  When it is determined that customer credit will be given in those cases where a materiel shipment has been diverted enroute or frustrated at a port and returned to stock in a DLA storage location as a result of a customer cancellation request, credit will be applied on the basis of receipt and classification.  In order to identify receipts of materiel for which customer credit is to be applied as a result of a requisition cancellation, the materiel receipt (Document Identifier Code D6B) transaction will indicate in pos. 79-80, the Code RB (reverse billing) so that the requisitioner can be given credit for the return.  In order to differentiate between receipts for which customer credit is to be applied as a result of requisition cancellation and receipts applicable to customer excess returns, the receipt (DIC D6B) with the Code RB in pos. 79-80 will be processed in the financial records as a reverse sale.  The transaction will be recorded in the general ledger as follows:

    Dr. 130.001 - Inventories - Available Stocks 

      Cr. 505.100 - Cost of Sales at Acquisition Cost   (Receipt into 

      inventory, at acquisition cost, of materiel for which customer

      credit is to be applied as a result of requisition cancellation.)

    Dr. 400.XXX - Reimbursable Issues (Gross)

      Cr. 115.XXX - Accounts Receivable - U.S. Government Agencies

      (Credit applied, at standard price, to customer account for value 

      of materiel returned as a result of requisition cancellation.)

The credit will be applied to the customer billing as a DIC FA2 (Issues from Stock Credit) transaction.

3.  The above instructions apply only in those cases where it is determined that credit will be applied to a customer account for materiel returned to DLA stock as a result of a requisition cancellation.  In those cases where materiel is returned to DLA stocks and it is determined that credit to the customer's account is not in order, the materiel receipt (DIC D6B) will not show the Code RB in pos. 79-80.  The receipt in this case will be processed in the financial records as follows:

    Dr. 130.001 - Inventories - Available Stocks

      Cr. 460.XXX - Receipt of Materiel Returns Without Credit (Receipt into inventory, at acquisition cost, of materiel returned without credit to DLA stock as a result of a customer requisition cancellation.)

4.  When a materiel diversion becomes necessary due to processing a customer cancellation request of a requisition for materiel, the cost of transportation from the point of diversion to return the materiel to a DLA storage location, or to an alternate consignee and any other accessorial costs involved will be charged by the CONUS port transportation officer to the fund citation provided by the Service/Agency of the activity initiating the cancellation request. 

103216  SUPPLY  DIRECTIVES  ISSUED BY HQ DLA EMERGENCY SUPPLY OPERATIONS

        CENTER (ESOC)

1.  The HQ DLA Emergency Supply Operations Center (ESOC) will, in emergency situations, issue unfunded supply directives to DSCs.  These supply directives will contain the following coding pertinent to finance and accounting requirements:

  a.  BILLED ADDRESS (DoDAAC) SL4703 IN POSITIONS 30-35 (first 6 pos. of the Document Number)  This code identifies the Emergency Supply Operations Center, Headquarters, Defense Logistics Agency, Ft. Belvoir, Va.  22060.  This code also signifies that no billing will be made to the activity indicated thereby.  Billing will be accomplished as indicated in Chapter 5 of this manual.

  b.  SIGNAL CODE J (Ship to Supplementary Address – Bill to Document Number) IN POSITIONS 51.

  c.  FUND CODE HQ IN POSITIONS 52-53.  This is a special fund code assigned for use only by ESOC on unfunded supply directives.  This code does not appear in Supplement 3 to DoD 4140.17-M (MILSTRIP) and is not to be perpetuated or otherwise, used on any interfund billing transactions.

2.  Funding and billing instructions applicable to the unfunded supply directives referred to in subparagraph 1 above, will be issued by DLA-OS to enable DSCs to bill the proper activity to receive the charge for materiel issued.

3.  Accounting Instructions are as follows:

  a.  The value of materiel issued will be recorded in general ledger account 400.090 (Reimbursable Issues (Gross) - Other DoD Agencies) with contra entry to account 115.090 (Accounts Receivable - Other DoD Agencies).

  b.  Billings for transactions recorded as above will be suspended pending receipt of funding and billing information from DLA-OS.

  c.  If, upon receipt of funding and billing instructions from DLA-OS,  the transactions that were recorded as in subparagraph a above, are chargeable to a Military Service account, they will be reversed and recorded in the appropriate subsidiary account.  This action will be accomplished by use of a General Ledger Adjustment Record, DIC YYB.   

103217  RECEIPTS FROM THE DEFENSE MATERIEL UTILIZATION PROGRAM (DMUP)

1.  Receipts of materiel requisitioned from the Defense Materiel Utilization Program (DMUP) on a nonreimbursable basis will be processed in the Distribution Subsystem quantitative records and the information passed to the Financial Subsystem as a DIC D6Z transaction with FIIC L.  DMUP materiel is acquired as a result of the screening of excess materiel by the Defense Logistics Information Service (DLIS).  Transactions involving the requisitioning and receipt of DMUP materiel by a DSC are identified by a K in position 40 of the document number field of the requisition and related receipt transactions.  Nonreimbursable receipts of DMUP materiel with DIC D6Z and FIIC L will be processed under the following general ledger entry:

    Dr. 130.001 - Inventories - Available Stocks

      Cr. 470.000 - Receipts of Materiel Without Charge

2.  Receipts of materiel requisitioned under the DMUP on a reimbursable basis will be taken up as a DIC D6U (Receipt from Purchase - Another DoD Agency) transaction and processed under the following general ledger entry:

     Dr. 130.001 - Inventories - Available Stocks

       Cr. 510.XXX - Purchases at Acquisition Cost

SECTION 3  INVENTORIES WITH CONTRACTORS AND TESTING AGENCIES AND 

           INVENTORIES TEMPORARILY IN USE

103301  MANUFACTURE AND FABRICATION - GOVERNMENT FURNISHED MATERIEL 

        (GFM)

1.  GENERAL

  a.  GFM processes as outlined in subparagraphs 103301 1 through 103301 4 are applicable to all DSCs except DSCP Clothing and Textiles (C&T).  The GFM Control File for C&T is discussed in subparagraph 103301 5.  

  b.  This paragraph is applicable to issues and receipts for the purpose of manufacture.  Accounting for materiel loaned to a contractor which is not to be included in the end item is described in paragraph 103306 below.  Specifically covered in this paragraph are: 

    (1) Issues of materiel to contractors, including bailment contracts.

    (2) Issues of materiel to DoD manufacturing plants.

    (3) Return of completed items and unused materiel.

  c.  A manufacturing directive number will be used to control and record all transactions relating to GFM.  This will be a three position number and will be reflected on all documents relating to the issue and return of GFM. 

  d.  The value of bailment contracts is based on the price of the completed item(s) as cited in the contract.  The completed item price is generally the acquisition cost in existence at the time the contract is awarded and is used as a measure of either penalizing or rewarding the contractor.  A contractor is rewarded by means of a bonus, when the number of completed items is greater than the quantity required by the contract.  A contractor is penalized when additional GFM is required to complete the contracted quantity.  This is accomplished by reducing payment to the contractor for services rendered. 

  e.  Adjustments for acquisition cost changes will be processed only at the completion of the contract. 

  f.  All D series DICs will be processed through the Distribution Subsystem. The adjustment transactions, Y series DICs, are the responsibility of the Office of Comptroller to process through the Financial Subsystem.  The Property Administrator, DoD Manufacturing Plant or Directorate of Supply Operations may prepare Y series DICs; however, these DICs will be submitted to the Office of Comptroller for processing. 

2.  COMMERCIAL CONTRACTORS

  a.  ISSUES

    (1) SHIPMENTS FROM STOCK

      (a) A DD Form 1348, DoD Single Line Item Requisition, will be prepared by the Property Administrator ordering shipment of materiel to a contractor.  The issuance of GFM will result in the assignment of DIC D7H with FIIC A and will create the following entry: 

        Dr. 131.001 - Manufacture and Fabrication

          Cr. 130.001 - Inventories - Available Stocks

      (b) Issues for bailment contracts will be released at the current acquisition cost.  The current acquisition cost will be adjusted to the contract price for the GFM unit cost cited in the end item contract, DIC YWQ or YWR with FIIC A will be used to adjust the dollar value of this GFM as follows: 

        1. DIC YWQ, Gain - Acquisition Cost Change (GFM)

          Dr. 131.001 - Manufacture and Fabrication

            Cr. 452.100 - Acquisition Cost Change - Gain

        2. DIC YWR, Loss - Acquisition Cost Change (GFM)

          Dr. 520.100 - Acquisition Cost Change - Loss

            Cr. 131.001 - Manufacture and Fabrication

    (2) DIRECT DELIVERIES

      When inventory is purchased for manufacture into an end-item and is sent direct from the selling contractor to an-end item contractor, the entire transaction will be treated as a simultaneous receipt issue. 

      (a) DIC D4_ will be processed to record the receipt and will result in

the following entry:

        Dr. 130.001 - Inventories - Available Stocks

          Cr. 510.XXX - Purchases at Acquisition Cost

      (b) DIC D7H with FIIC A will be processed to record the issue:

        Dr. 131.001 - Manufacture and Fabrication

          Cr. 130.001 - Inventories - Available Stocks

    (3) CONTRACT TO CONTRACT

      (a) At the completion of a contract, unused GFM may be transferred to new contract without being returned to the Distribution Subsystem.  DIC YYG, FIIC A, Transfer of GFM (dual adjustment) will be processed and will result in a charge to the new manufacturing directive number and a credit to the old number.  DIC YYG, FIIC A, will create the following entry: 

        Dr. 131.001 - Manufacture and Fabrication

          Cr. 131.001 - Manufacture and Fabrication

      (b) DIC YYG, FIIC A, also will be used to transfer GFM from one contractor to another contractor and from one contract to another contract with the same contractor. 

      (c) DIC YWQ or YWR, FIIC A, will be processed at the same time to assure that GFM is recorded under the new manufacturing directive number at the current acquisition cost. 

  b.  GFM CONSUMED

    Upon completion of a contract, a DIC YYA, FIIC A, will be processed for GFM consumed in the manufacture of the end-item.  This will result in the following entry: 

      Dr. 510.901 - Mat'l Used in Mfg - DoD Agencies

      Dr. 510.900 - Mat'l Used in Mfg - Contractors

        Cr. 131.001 - Manufacture and Fabrication

  c.  RETURN OF UNUSED GFM

    As GFM inventory becomes excess to the needs of a specific contract, it will be returned unused to the Distribution Subsystem.  The return of such inventory will result in the use of DIC D6H with the entry as shown below: 

      Dr. 130.001 - Inventories - Available Stocks

        Cr. 131.001 - Manufacture and Fabrication

  d.  ADJUSTMENTS

    (1) Adjustments will be made after notification by the contractor, for GFM lost, damaged, destroyed, burned, stolen, etc.  These adjustments will be treated as follows:

      (a) DIC YYK, FIIC A, Accounting Adjustment - Loss

        Dr. 518.200 - Accounting Error Adjustment - Loss

          Cr. 131.001 - Manufacture and Fabrication

      (b) DIC YYL, FIIC A, Accounting Adjustment - Gain

        Dr. 131.001 - Manufacture and Fabrication

          Cr. 454.200 - Accounting Error Adjustment - Gain

    (2) Salvage, scraps or defective inventory that is not deemed economical to be returned to stock will be shipped directly to the PDO by the contractor upon the direction of the Property Administrator.  DIC YYJ, FIIC A, will be used to result in the following entry: 

      Dr. 530.100 - Transfers to PDO

        Cr. 131.001 - Manufacture and Fabrication

  e.  ACQUISITION COST CHANGES

    Upon completion of the contract, adjustments will be made using DIC YWQ or YWR, FIIC A, for all inventory completed, returned unused, adjusted, etc.  This adjustment in acquisition cost will represent the change in price between the current acquisition cost and the dollar value carried in GLAC 131.001 GFM Manufacture and Fabrication. 

3.  DoD MANUFACTURING PLANTS

  a.  ISSUES

    (1) SHIPMENTS FROM STOCK

      The manufacturing plant will prepare a DD Form 1348, DoD Single Line Item Requisition, for GFM required.  The manufacturing directive number will be shown.  The processing of the DD Form 1348 will result in a DIC D7H transaction and the following entry will be recorded: 

        Dr. 131.001 - Manufacture and Fabrication

          Cr. 130.001 - Inventories - Available Stocks

    (2) DIRECT DELIVERIES

      On occasion, additional GFM is required for manufacturing directives but is not available in inventory.  The stock may be purchased and sent direct to the manufacturing plant or may already be on order and will be diverted for direct shipment.  The receipt and issue transactions will be processed through the Distribution Subsystem. 

      (a) DIC D4_ will be used to record the receipt and will result in the following entry: 

        Dr. 130.001 - Inventories - Available Stocks

          Cr. 510.XXX - Purchases at Acquisition Cost

      (b) DIC D7H with FIIC A will be processed to record the issue:

        Dr. 131.001 - Manufacture and Fabrication

          Cr. 130.001 - Inventories - Available Stocks

  b.  TRANSFERS BETWEEN MANUFACTURING DIRECTIVES

    (1) In many instances unused GFM will be transferred from one manufacturing directive to another without physical movement of stock.  A DIC YYG, FIIC A, Transfer of GFM (dual adjustment) will be prepared and will record the charge to the new manufacturing directive number and the credit to the old number. 

    (2) Acquisition Cost changes DIC YWQ or YWR with FIIC A will be processed at the same time as the transfer so that GFM will be reported at the current acquisition cost.

  c.  CONSUMED GFM

    Upon completion of the end item, DIC YYA, FIIC A, will be prepared for the quantity of GFM consumed.  This transaction will result in the following entry: 

      Dr. 510.901 - Materiel Used in Mfg - DoD Agencies

      Dr. 510.900 - Materiel Used in Mfg - Contractors

        Cr. 131.001 - Manufacture and Fabrication

  d.  RETURN OF UNUSED GFM

    A DD Form 1483, Shipping Document for GFM Turn-In, will be prepared by DoD manufacturing plants to return unused GFM to stock.  Upon receipt of the items, a DIC D6H with FIIC A will be processed and will generate the following entry: 

      Dr. 130.001 - Inventories - Available Stocks

        Cr. 131.001 - Manufacture and Fabrication

  e.  ADJUSTMENTS

    (1) Adjustments will be made for each manufacturing directive because of physical inventory taken and differences found - shrinkage, theft, etc.  These adjustments will be treated as given below: 

      (a) DIC YYK, FIIC A, Accounting Adjustment - Loss

        Dr. 518.200 - Accounting Error Adjustments - Loss

          Cr. 131.001 - Manufacture and Fabrication

      (b) DIC YYL, FIIC A, Accounting Adjustment - Gain

        Dr. 131.001 - Manufacture and Fabrication

          Cr. 454.200 - Accounting Error Adjustment - Gain

    (2) Salvage, scraps or defective inventory that is not deemed economical to be returned to stock, will be shipped directly to the PDO upon direction by the Directorate of Supply Operations.  DIC YYJ, FIIC A, will be used to generate the following entry: 

      Dr. 530.100 - Transfers to PDO

        Cr. 131.001 - GFM - Manufacture and Fabrication

  f.  ACQUISITION COST CHANGES

    At the completion of each manufacturing directive, price changes will be processed using DIC YWQ or YWR, FIIC A, for all GFM consumed, returned unused or adjusted where the acquisition cost is different at the time of such transaction as compared to the value in this account. 

4.  GFM FILE AND REPORT

  a.  The control of Government Furnished Materiel (GFM) is maintained in the Financial Subsystem.  A separate record will be established for each manufacturing directive number.  Each transaction is then posted in NSN sequence.  Since some GFM items may not be assigned an NSN, noun nomenclatures and part numbers will be accepted in the NSN field.  All issue, consumed and adjustment transactions relating to one item must have the same identification in the NSN field whether it be alpha or numeric.  The record for a given manufacturing directive/project order number will be closed when the dollar value of component receipts has been reduced to zero by means of materiel returned, consumed or by acquisition cost change adjustments. 

  b.  A report will be prepared monthly reflecting all GFM transactions.  The report will be analyzed by the Office of Comptroller.  Any unmatched transactions, i.e., manufacturing directive number, NSN or dollar values will be researched and necessary corrective action taken.  Corrective transactions will be coordinated with the Property Administrator and/or the Directorate of Supply Operations. 

5.  MANUFACTURE AND FABRICATION AT DEFENSE SUPPLY CENTER PHILADELPHIA

    CLOTHING AND TEXTILES

  a.  This paragraph is applicable to issues, receipts, GFM consumed, GFM adjustments and acquisition cost adjustments that are recorded in the Distribution Subsystem GFM Control File (GFMCF).  The file also serves as the subsidiary ledger supporting the General Ledger balance in Account 131.001, Inventories with Contractors and Testing Agencies for Manufacture and Fabrication.  Specifically covered in this paragraph are: 

    (1) Issues of materiel (Project Code 2G7) to commercial contractors

including bailment and nonbailment contracts.

    (2) Issues of materiel (Project Code 2G8) to Government manufacturing plants.

    (3) Returns of completed items and unused materiel.

  b.  A Manufacturing Directive Number (MDN) will be used to control and record all transactions relating to GFM.  Transfer of GFM from one MDN to another will not be used.  If materiel is available for transfer, e.g., from MDN 7AA to MDN 7BB, the materiel on MDN 7AA will be processed as a return to stock with DIC D6H and the issue to MDN 7BB will be made with a DIC D7H. 

  c.  Bailment type contracts are awarded with a manufacturer's unit cost (cut, make, and trim) and a GFM unit cost.  The GFM  unit cost plus the manufacturer's unit cost equals the contract unit price.   The value 

of bailment contracts is based on the price of the completed item(s) as cited in the contract.  The completed item price is generally the acquisition cost in existence at the time the contract is awarded and is used as a measure of either penalizing or rewarding the contractor.  A contractor is rewarded by means of a bonus, when the number of completed items is greater than the quantity required by the contract.  A contractor is penalized when additional GFM is required to complete the contracted quantity.  This is accomplished by reducing payment to the contractor for services rendered. 

  d.  The value of nonbailment contracts is based on the contract unit cost, which excludes the GFM unit cost.  There is no incentive clause bonus or penalty that would result in an adjusted payment to the contractor for services rendered. 

  e.  Each transaction affecting the balance of GLAC 131.001 will be posted to the basic control section of the GFMCF maintained in the Distribution Subsystem.  This transaction is passed to the Financial Subsystem for updating of the balance in the General Ledger, and for recording in the Transaction History File. 

6.  ISSUES TO CONTRACTORS

  a.  A DD Form 1348, DoD Single Line Item Requisition, will be prepared by the Property Administrator ordering shipment of materiel from inventory to a contractor.  These issues will be recorded at acquisition cost in the GFMCF field, Dollar Value of GFM of Issued. 

  b.  When materiel is purchased for manufacture into an end-item and is sent direct from the selling contractor to an end-item contractor, the entire transaction will be treated as a routine simultaneous receipt and issue direct delivery.  The issuance of GFM will generate a DIC D7H, FIIC A and will create the following entry: 

    Dr. 131.001 - Manufacture and Fabrication

      Cr. 130.001 - Inventories - Available Stocks

7.  GFM CONSUMED IN THE END-ITEM

  As each end item unit is received, the value of GFM consumed in the end-item will be recorded as a reduction to GLAC 131.001.  The dollar value must equal the quantity of end-items received times the GFM unit costs.  Receipts are recorded as DIC D4S (Receipts, Procurement, Commercial) or DIC D4U (Factory Project Order) transactions processed for contracts containing an MDN.  This will result in a DIC ZNS system generated transaction with Action Code MC and Plus/Minus Code M.  Reversals of DIC D4S transactions against contracts containing an MDN will create DIC ZNS transactions with Action Code MC and Plus/Minus Code P.  These transactions will be recorded in the basic control section of the GFMCF in the field, Dollar Value of GFM in Received End-Items.  The DIC ZNS with Action Code MC will result in the following General Ledger entries: 

     Plus/Minus Code M

      Dr. 510.901 - Purchases at Acquisition Cost, Mat'l Used in Mfg -

        DoD Agencies

      Dr. 510.900 - Purchases at Acquisition Cost, Mat'l Used in Mfg - 

        Contractors 

        Cr. 131.001 - Manufacture and Fabrication

    Plus/Minus Code P
      Dr. 131.001 - Manufacture and Fabrication

        Cr. 510.900 - Purchases at Acquisition Cost,  Mat’l Used in 

        Mfg - Contractor(s)

        Cr. 510.901 - Purchases at Acquisition Cost,  Mat'l Used in 

        Mfg - DoD Agencies

8.  ADJUSTMENTS TO CONTRACT COST

  The unit cost of GFM cited in the contract is the acquisition cost at the time the contract is awarded.  All issues to, or returns from GFM (DIC D7H or D6H respectively) are processed at the NIR acquisition cost in effect at the time of the transactions.  The GFM unit cost on the contract will normally equal the unit price of the DIC D7H or D6H transaction.  When the prices are equal, no adjustment is required.  If the NIR price differs from the GFM unit cost at the time when issues to or returns from GFM (Manufacture and Fabrication), DICs D7H and D6H are recorded.  The DICs D7H and D6H will be processed at the NIR acquisition cost and a DIC ZNS transaction will be generated with Action Code PC in field pos. 59-60.  Action Code PC with a Plus/Minus Code P cited in pos. 78 of the DIC ZNS transaction will indicate an increase in the value of the GFM account and M in pos. 78 indicates a decrease in the GFM account.  The correct plus/minus code and the DIC ZNS dollar value are reflected below: 

        BASED                   NIR PRICE (A)     PLUS/

ACTION  ON            ACTION    RELATIVE TO       MINUS  ZNS DOLLAR

DIC     DIC           CODE      GFM UNIT COST(B)  CODE   VALUE     
ZNS     D7H           PC        A > B             M      D7H QTY X (A-B)

ZNS     D7H           PC        A   B             P      D7H QTY X (B-A)

ZNS     D6H           PC        A > B             P      D6H QTY X (A-B)

ZNS     D6H           PC        A   B             M      D6H QTY X (B-A)

ZNS     D7H Reversal  PC        A > B             P      D7H QTY X (A-B)

ZNS     D7H Reversal  PC        A   B             M      D7H QTY X (B-A)

ZNS     D6H Reversal  PC        A > B             M      D6H QTY X (A-B)

ZNS     D6H Reversal  PC        A   B             P      D6H QTY X (B-A)

DIC ZNS adjustment transactions with Action Code PC will be recorded, at the dollar values reflected above, in the basic control section of the GFMCF in the field, Dollar Value of GFM Adjustments.  The DIC ZNS will create the following General Ledger entries: 

     Plus/Minus Code M
      Dr. 520.400 - Acquisition Cost Changes - Loss, GFM Adjustments To 

        Contract Value

        Cr. 131.001 - Manufacture and Fabrication

    Plus/Minus Code P
      Dr. 131.001 - Manufacture and Fabrication

        Cr. 452.400 - Acquisition Cost Changes - Gain, GFM Adjustments  

        To Contract Value

9.  ALL OTHER GFM ADJUSTMENTS

  All other adjustments are recorded as the result of notification by the contractor of GFM lost, damaged, destroyed, burned, stolen, etc., with a manual DIC ZNS transaction Action Code CA.  A Plus/Minus Code P will be used when the GFM account is being increased and a Plus/Minus Code M will be used when the GFM account is being decreased.  These types of adjustments must be input under the control of the GFM Administrator after a cost adjustment has been negotiated with the contractor.  Manual DIC ZNS transactions with Action Code CA will be recorded in the basic control section of the GFMCF in the field, Dollar Value of GFM Adjustments. The DIC ZNS transaction will create the following General Ledger entries: 

     Plus/Minus Code M
      Dr. 518.200 - Accounting Adjustments - Loss, Accounting Error 

        Adjustments

        Cr. 131.001 - Manufacture and Fabrication

     Plus/Minus Code P
      Dr. 131.001 - Manufacture and Fabrication

        Cr. 454.200 - Accounting Adjustments  - Gain, Accounting  Error  

        Adjustments

10. COMPLETION OF GFM CONTRACT

  Upon receipt of the certification of acceptance, the value of GFM consumed will be recorded in the basic control section of the GFMCF in the field, Dollar Value of GFM in Accepted End -Items. The dollar value will be equal to the quantity of end-items accepted times the GFM Unit Cost.  Although this transaction will not affect any General Ledger accounts, the amount recorded in the field, Dollar Value of GFM in Accepted End-Items will be the basis for computation of the final GFM adjustment.  The actual consumption is known after completion and can be calculated from the basic control section of the GFMCF as follows:

  a.  The actual consumption is the dollar value of GFM Issued minus the dollar value of GFM Returned, plus or minus dollar value of GFM Adjustments.  If the Dollar Value of GFM in Accepted End-Items exceeds the calculated dollar value of the actual consumption, the Government owes the contractor the difference between the two values.  If the Dollar Value of GFM in Accepted End-Items is less than the calculated dollar value of the actual consumption, the contractor owes the Government the difference between the two values. 

  b.  Following the computation of the Balance Due Government or Balance Due Contractor, the dollar value of GFM in Accepted End-Items will be compared to the dollar value of GFM in Received End-Items.  If the values are equal, no further action will be taken. 

    (1) A DIC ZNS transaction will be generated as cited in subparagraph 103301 5c for the dollar value Due the Government or Due the Contractor with Action Code MC.  If there is an amount Due the Government, the Plus/Minus Code will be M.  If there is an amount Due the Contractor, the Plus/Minus Code will be P.  This DIC ZNS will be identified by the 

words FINAL ADJUST in the document number field and will not be posted in the basic control section of the GFMCF.  No DIC ZNS is generated if amount Due the Government and the amount Due the Contractor are both equal to zero. 

    (2) A second DIC ZNS transaction will be generated as the result of comparison between the dollar value of GFM in Accepted End-Items and the dollar value of GFM in Received End-Items.  No DIC ZNS transaction will be generated if the values are equal.  If the dollar value of GFM in Accepted End-Item is greater than the dollar value of GFM in Received End-Items, a DIC ZNS transaction will be generated with Action Code MF and PLUS/MINUS CODE M.  If the dollar value of GFM in Accepted End-Items is less than the dollar value of GFM in Received End-Items, a DIC ZNS transaction will be generated with Action Code MF and Plus/Minus Code P. 

  c.  The DIC ZNS with Action Code MF will result in the following General Ledger entries:

    Plus/Minus Code M
    Dr. 510.901 - Purchases at Acquisition Cost, Mat'l Used in Mfg - DoD

    Agencies

    Dr. 510.900 - Purchases at Acquisition Cost, Mat'l Used in  Mfg  -  

      Contractor(s)

      Cr. 131.001 - Manufacture and Fabrication

     Plus/Minus Code P
    Dr. 131.001 - Manufacture and Fabrication

      Cr. 510.900 - Purchases at Acquisition Cost, Mat'l Used in Mfg -  

      Contractor(s)

      Cr. 510.901 - Purchases at Acquisition Cost,  Mat'l  Used  in  Mfg  

   -  DoD Agencies

11. MONTHEND GFM REPORT

  The control of GFM, GLAC 131.001, is maintained in the Distribution Subsystem GFMCF.  A financial report, appendix F-3-16 reflecting all open GFM contracts will be produced at each monthend. 

12. GFM OPEN/DELETED VIOLATION REPORTS

  The financial balance in the GFMCF and the GFM violations dollar totals will serve as the subsidiary ledger supporting the General Ledger balance in account 131.001 - Inventories with Contractors and Testing Agencies for Manufacture and Fabrication. 

13. GFMCF INQUIRY TRANSACTION

  a.  A DIC ZNK transaction (DLAM 4140.2, Volume II, Part 3, Appendix B-169) will be used to interrogate the Government Furnished Materiel Control File and will result in the following printouts: 

                             TYPE INQUIRY

I-1-3-6
I-1-3-5

