DoD 4000.25-M, Vol 2

DoD 4000.25-M, Vol 2

C7. CHAPTER  7

ADJUSTMENT TRANSACTIONS

C7.1   GENERAL

C7.1.1   Adjustment/Change Procedures.  This chapter provides procedures relating to the following types of adjustment and change actions:

· Adjustments caused by catalog change actions.

· Reidentification of improperly identified material.

· Offsetting changes and adjustments to purpose and supply condition codes.

· Discrepancies disclosed by physical inventory.

· Inventory gains and losses due to capitalization and decapitalization.

· Ownership changes and adjustments applicable to Single Manger for Conventional Ammunition (SMCA).

· Condition changes, identity changes, and inventory adjustments applicable to Defense Fuel Automated Management System (DFAMS) reporting of DLA-owned bulk petroleum (see C7.9, below).

C7.1.2   Asset Reclassification Procedures.  This chapter also provides procedures for use of the DS to 846A Federal IC, Asset Reclassification (DLMS appendix 6), as follows:

· Owners use to request that distribution depots effect asset reclassification of material to and from suspended SCCs, to inquire about the status of previous asset reclassification requests, and to respond to depot requests for asset reclassification extensions.

· Distribution depots use to request asset reclassification extensions and to respond negatively to asset reclassification requests.

C7.1.3   DLMS Supplement 947I - Inventory Adjustment.  The DS to 947I Federal IC, Inventory Adjustment (DLMS appendix 6), is designed for use as either a change and/or adjustment transaction.

· The first method accommodates those processing techniques which employ individual increase or decrease adjustment actions against the property accountability inventory records including ownership adjustments by the Single Manager for Conventional Ammunition (SMCA).

· The second method provides for offsetting adjustments to condition or purpose code and ownership changes.

C7.1.4   Ownership/Purpose Code Changes.  Changes between ownership codes, from purpose code to ownership code, or from ownership code to purpose code, will not be made by an adjustment action.  Appropriate issue and receipt transactions will be processed to make the necessary accounting actions.  An exception to this rule is the use of the ownership change and inventory adjustment increase/decrease transaction to effect ownership gain/loss under the SMCA concept (see C7.3 below).

C7.1.5   Project Code Changes.  Adjustments to project codes will be accomplished with the DS 947I using Quantity or Status Adjustment Reason Code AH (Other).

C7.1.6   Clerical/Mechanical Accounting Errors.  The DS 947I with Quantity or Status Adjustment Reason Code AB (Accounting Error) will be used to correct inventory adjustments resulting from clerical or mechanical accounting errors which cannot be corrected by reversing the original transaction.

C7.1.7   Nonspecific Inventory Adjustments.  The DS 947I with Quantity or Status Adjustment Reason Code AH (Other) will be used to support inventory adjustments when a quantity or status adjustment reason code is not otherwise provided.  (DoD Components will maintain detailed backup information as to the use and requirement for the transaction.)
C7.1.8   Specific Inventory Adjustments.  The DS 947I with Quantity or Status Adjustment Reason Code AJ (Survey) will be used to report inventory adjustments for losses resulting from shrinkage, theft, contamination, deterioration, and expired shelf-life (including subsistence items).  Losses resulting from major disasters, fire, enemy action, acts of God, etc., will be identified by Quantity or Status Adjustment Report Code AI (Disaster).

C7.2   CHANGES IN CONDITION OF MATERIAL

C7.2.1   Condition Reclassification of Assets in Storage

C7.2.1.1   Reporting Classification Variance to Owners.  When inspection of stocks on hand reveals that a condition reclassification is required, distribution depots will report the variance to the owner within three calendar days using the DS 947I with Quantity or Status Adjustment Reason Code AC (Condition Change) and Inventory Transaction Type Code AD (Inventory Adjustment - Decrease) and AJ (Inventory Adjustment - Increase) for the affected condition codes.

C7.2.1.2   Changing Condition Code to J.  When immediate reclassification of suspect stocks is beyond current capabilities, change the material to SCC J.  The DS 947I must contain both the new and old SCC of the material and the offsetting inventory adjustments.

C7.2.1.2.1   Timing.  With the exception of ammunition, complete the material reclassification within 90 calendar days after reporting the change to the owner.  Complete the reclassification of ammunition within 270 calendar days after reporting the change.

C7.2.1.2.2   Reporting.  When the reclassification is complete, report the change to the owner using the DS 947I change and adjustment transaction.  Use the same transaction reference number used to report the material in SCC J.

C7.2.2   Reclassification of Condition L Receipts

C7.2.2.1   Distribution Depot Reporting.  Distribution depots will report discrepant receipts from procurement and material held pending resolution of a transportation discrepancy in SCC L as prescribed by the chapter 13, Receipt and Material Receipt Acknowledgement.  When directed by the owner (see C7.2.7, below), distribution depots will also change material to SCC L and report the action using the inventory adjustment transaction following the C7.2.1 procedures.

C7.2.2.2   Material Owner Responsibilities.  Owners are responsible for monitoring material suspended in SCC L and directing change of the material to its correct condition when litigation or other action to resolve the discrepancy is completed using DS to 846I Federal IC, Asset Reclassification (DLMS appendix 6), request in accordance with C7.2.9.  If inspection or technical/engineering analysis confirms that a product quality deficiency prohibits further use of the material within DoD, the owner shall direct transfer of the material to SCC Q.

C7.2.2.3   Reclassification Procedures.  When directed by the owner, distribution depots will, within e3 calendar days from receipt of an asset reclassification request, reclassify the suspended material to its correct SCC.  Report completion of the action with DS 947I using the same transaction reference number originally used to record the material in SCC L (i.e., the transaction reference number of the original receipt or inventory adjustment transaction).  See C7.2.9 for asset distribution depot reclassification denial procedures when the requested reclassification action cannot be accomplished.

C7.2.3   Reclassification of Condition Q Product Quality Deficiency Related Material

C7.2.3.1   Distribution Depot Reporting.  Distribution depots will report discrepant receipts in SCC Q as prescribed in chapter 13.  When directed by the owner, distribution depots will also change stored, including suspended, material to SCC Q and report the action using the DS 947I.

C7.2.3.2   Consideration for other DoD Use of Material.  When inspection or technical/engineering analysis of material confirms a product quality deficiency, possibilities for other use of the material within DoD, as well as public health/safety and national security interests, must be considered.  Owners will determine if the further use of the item can be made within DoD.

C7.2.3.3   When Litigation is Required.  When inspection or technical/engineering analysis of material indicates that litigation action is required, the owner will direct transfer of the material to SCC L.

C7.2.3.4   Reidentification of Supply Condition Code For Minor Defects.  If the deficiency does not prohibit further DoD use (e.g., the defect is minor or the item meets specifications for another NSN, owners will direct distribution depots to reidentify and/or change the suspended SCC Q material to the appropriate SCC.  Distribution depots will, within 3 calendar days from receipt of the owner's direction, reclassify the SCC Q material to the appropriate condition.

C7.2.3.5   Transfer to DRMS.  If the deficiency prohibits further DoD use, the material will remain in SCC Q and owners will direct transfer of the material to the DRMS.

C7.2.4   Reclassification of Condition K and R Receipts

C7.2.4.1   Suspension of Material.  In accordance with the chapter 13, Receipt and Material Receipt Acknowledgement, distribution depots may suspend material in SCC K upon receipt for SCC determination.  Distribution depots may also receive material identified as SCC R (suspended) from reclamation activities which do not have the capability to determine the material condition.

C7.2.4.2   Distribution Depot Actions.  Distribution depots will reclassify these suspended receipts to their correct condition within the timeframes prescribed in the following subparagraphs.  When material has been reclassified to its correct condition, submit the DS 947I to the owner using the same transaction reference number cited in the original receipt transaction.

C7.2.4.2.1   Reclassification of Material.  With the exception of ammunition, reclassify material reported in SCC K within 10 calendar days after reporting the receipt; reclassify ammunition within 45 calendar days after reporting the receipt.

C7.2.4.2.2   Material Received from Reclamation.  When material identified as SCC R is received from reclamation activities, reclassify the material within 180 calendar days after reporting the receipt or prior to induction into maintenance facilities for repair/modification, whichever is sooner.

C7.2.4.2.2.1   No Asset Test Capability.  When the capability to test/check SCC R assets for actual condition does not exist, the material may be forwarded to a maintenance facility for condition determination.

C7.2.4.2.2.2   Property Accountability Records.  The actual condition of the assets must be recorded on the property accountability record before the assets may be included in a scheduled maintenance program.

C7.2.5   Reclassification of Condition W Receipts

C7.2.5.1   Procedures.  Distribution Depots will report discrepant receipts in SCC W as prescribed by the chapter 13 receipt processing procedures.  When directed by the owner, distribution depots will also change material to SCC W.

C7.2.5.2   Litigation Code Assignment.  When litigation action is initiated for SCC W material, the owner will direct the distribution depot to reclassify the assets to SCC l.
C7.2.5.3   Reclassification Timeframe.  When directed by the owner, distribution depots will, within 3 calendar days from the receipt of the direction, reclassify SCC W material to SCC L.

C7.2.6   Automatic Disposal of Reclassified Stock

C7.2.6.1   Distribution Depot Action.  When material is reclassified to SCC H, distribution depots may also, based on criteria promulgated by the DoD Components, automatically turn condemned and expired shelf-life material into DRMS or take other authorized automatic disposal action.

C7.2.6.2   Advising Material Owners.  Advise the owner of such simultaneous reclassification and automatic disposal action by entering Management Code M (material condemned--excludes expired shelf-life material) or Management Code T (material condemned--expired shelf-life material) in the inventory adjustment transaction.

C7.2.7   Exceptions to Prescribed Timeframes for Condition Reclassification – Request for Reclassification Extension

C7.2.7.1   Requesting Extensions to Suspenses.  When additional time is required to reclassify material held in SCC J, K, or R, because of large quantities, lack of facilities, nonavailability of personnel and/or test equipment, or other circumstances considered justified by the distribution depot commander, the distribution depot will forward a DS 846A, Asset Reclassification, extension request to the owner.

C7.2.7.1.1   Approval of Extension Requests.  When appropriate, the owner will approve the extension request, and submit DS 846A, Asset Reclassification, extension response to notify the distribution depot specifying the revised date by which the distribution depot must complete the reclassification action.  The owner will establish a suspense to ensure that classification action is taken within the specified  timeframe.

C7.2.7.1.2   Extension Response Transaction.  If the owner does not approve the request for extension, the owner will submit DS 846A extension response transaction with the applicable negative code, the distribution depot will then make every effort to comply with the established timeframe.

C7.2.7.2   Using DS 846A.  Owners may submit DS 846A transaction in accordance with the C7.2.9 procedures to request expedited reclassification of SCC J, K, and R assets whenever it is deemed necessary based on their stock position and overall management responsibility.

C7.2.8   Monitoring Assets Recorded in Suspended Supply Condition Codes

C7.2.8.1   Condition J, K, and R.  Owners will review property accountability records for all material suspended in SCC J, K, and R at least monthly and ensure that distribution depots accomplish reclassification actions within prescribed timeframes.

C7.2.8.2   Condition L.  Although there is no prescribed timeframe for changing suspended material from SCC L, owners will review all records for material suspended in SCC L at least quarterly and will take necessary action to ensure expeditious litigation/negotiation with contractors or common carriers.

C7.2.8.3   Condition W.  Although there is no prescribed timeframe for transferring material from SCC W, owners will review all SCC W material at least monthly to assure warranty action is executed before the warranty expires.

C7.2.8.4   Condition Q.  Although there is no prescribed timeframe for transferring suspended material from SCC Q, owners will review all records for material suspended in SCC Q at least monthly.  Owners will take necessary action to ensure expeditious inspection or technical/engineering analysis of suspect assets.

C7.2.9   Asset Reclassification Request, Inquiry, and Response

C7.2.9.1   DS 846A Procedures.  This section prescribes standard procedures for use of DS 846A for asset reclassification request, inquiry and denial transactions.  Procedures for using DS 846A for extension request and response transactions are addressed in C7.2.7.

C7.2.9.2   Owner Responsibilities.  As discussed in C7.2.4 and C7.2.6, owners are responsible for monitoring assets in suspended SCCs.  Owners use DS 846A to request that the distribution depot effects reclassification of assets to and from suspended SCCs.  Reasons for making a reclassification request include:  a requirement to expedite reclassification action; resolution of a suspension (e.g., completion of litigation or technical inspection); and that the timeframe for reclassification action has expired and the owner did not receive a corresponding adjustment, reclassification denial, or request for an extension transaction from the depot.

C7.2.9.3   Distribution Depot Actions.  In response to a reclassification request, the distribution depot will take action to reclassify the material in the timeframe specified and provide a DS 947I transaction to the owner.  If the distribution depot is not able to effect the reclassification action, the depot will submit a DS 846A denial citing the appropriate management code to explain the reason for the denial.  If the reclassification action cannot be accomplished in the timeframe specified, the depot will request an extension in accordance with C7.2.7.

C7.2.9.4   Owner Use of DS 846A.  Owners use the DS 846A inquiry to the depot for the status of a previously submitted reclassification request when the owner did not receive a corresponding DS 947I transaction or DS 846A denial.  In response to an inquiry when the corresponding adjustment transaction was previously provided, the depot will resubmit the DS 947I citing Management Code 3P.

C7.3   OWNERSHIP GAINS AND LOSSES

C7.3.1   Change of Ownership.  The DS 947I is used to meet the requirements of change in ownership for the SMCA and the Services (authorized by DoD Directive 5160.65) and permits:

· Retaining the integrity of the document number from the requisitioner's original demand throughout total processing, when payback actions are necessary.

· On-line recording and reconciliation of material debit and credit balances of the SMCA and affected Services.

· The Services to have an audit trail when their accountable/financial records are affected.

C7.3.2   Payback of SMCA Items.  The DS 947I  will effect paybacks of SMCA items from one owning Service to another Service, in accordance with DoD policy and inter-Service agreements.  The SMCA initiates DS 947I for processing internal adjustments to property accountability records and for notification of SMCA distribution depots.

C7.4   PURPOSE OF TRANSFERS.  Based on authorized programs, material may be reserved for specific purposes and retained on property accountability records until requisitioned.  To effect the change of assets between purpose codes, the DS 947I will be processed against the property accountability records.
C7.5   INVENTORY GAINS AND LOSSES.  Procedures concerned with adjustments due to physical inventory losses or gains are contained in chapter 6.
C7.6   CONDITION CHANGES FOR ITEM UNDER REPAIR

C7.6.1   Action for Repairing Other DoD Component Items.  When one DoD Component is repairing items for another DoD Component, the repairing DoD Component may, by mutual agreement, notify the owner of the other DoD Component of condition changes upon:

C7.6.2   Induction of Items into Repair.  The owner will be provided with a DS 947I to indicate change of items from SCC F or SCC W (Unserviceable - Reparable) to SCC M (Suspended (In Work)).

C7.6.3   Completion of Repair Action.  The owner will be provided with a DS 947I to indicate change of items from SCC M (Suspended (In Work)) to the appropriate, ready for issue, condition.

C7.6.4   Maintenance Facility Repair Actions.  When items are being repaired at a maintenance facility, reporting of induction into and return from repair will be accomplished in the following manner:

· Reporting of induction into repair will be accomplished by DS 947I changing the items from SCC F or SCC W (Unserviceable - Reparable) to SCC M (Suspended (In Work)).

· Return of items from repair will be accomplished by DS 947I changing the items from SCC M (Suspended (In Work)) to a ready for issue condition.

C7.7   REIDENTIFICATION OF STOCK, STOCK NUMBER CHANGES, AND UNIT OF ISSUE CHANGES

C7.7.1   Reidentification of Stock

C7.7.1.1   Reporting Misidentification.  When inspection reveals that an item in stock has been misidentified, distribution depots will transmit DS 947I to the owner.  The transaction will contain the misidentified stock number, the quantity misidentified (Quantity or Status Adjustment Reason Code AE (Reidentification)), and Suffix Code A.

C7.7.1.2   New Stock Number Reporting.  When one new stock number is picked up due to reidentification, the DS 947I will contain the same transaction reference number as the original transaction, the identified stock number, the quantity of the identified stock number using (Quantity or Status Adjustment Reason Code AE (Reidentification)), and Suffix Code B.

C7.7.1.3   Adjusting Inventory.  When more than one new stock number is picked up due to reidentification, an additional DS 947I for each newly identified stock number will be prepared and transmitted.  The additional inventory adjustment transaction(s) will be prepared in the same manner as the second transaction except that the suffix codes will progress to C, D, etc., as each transaction is prepared.  The suffix codes in the second and ensuing transactions will serve to correlate the transactions to the misidentified stock number.

C7.7.1.4   Owner Processing.  The owner will process the DS 947I against property accountable records to effect the decrease under the incorrectly identified stock number and increase(s) against the correct stock number(s).

C7.7.2   Stock Number and/or Unit of Issue Changes

C7.7.2.1   Stock Number Change Only.  When only a stock number change occurs, owners will prepare and process the DS 947I containing the old and new stock numbers (Quantity or Status Adjustment Reason Code AF (Stock Number Change)) and the associated inventory adjustment increase and decrease.

C7.7.2.2   Unit of Issue Change Only.  When only a unit of issue change occurs, owners will prepare and process the DS 947I containing the old and new units of issue (Quantity or Status Adjustment Reason Code AN (Unit of Issue Change)) and the associated inventory adjustment increase and decrease.

C7.7.2.3   Simultaneous Change.  When a simultaneous stock number and unit of issue change occurs, owners will prepare and process the DS 947I containing the old and new stock numbers and units of issue (Quantity or Status Adjustment Reason Code AF and AN), and the associated inventory adjustment increase and decrease.

C7.8   CONDITION CHANGES FOR ITEMS REPORTED/TURNED IN TO REUTILIZATION AND MARKETING ACTIVITIES

C7.8.1   Material Turn-In.  When material is not identified by an NSN and is actually scrap, DoD Components may prescribe that it be classified in SCC S for turn in to Defense Reutilization and Marketing Offices (DRMOs).  Otherwise, only material recorded on property accountability records in SCC A through H and SCC Q will be reported or turned in to the DRMO.

C7.8.2   Excess Material.  When excess, serviceable, or unserviceable material is classified in SCC J, K, L, M, N, P, Q, R, or W, DoD Components must initiate action to reclassify the material to an acceptable supply condition code (A through H, S, or Q) before preparing the turn-in documentation.  The turn-in document must also contain the reason for disposal code.  C7.2 contains the material reclassification procedures.

C7.8.3   Improper Condition Code.  DoD Components not reporting or turning in material to DRMOs in an appropriate supply condition code will risk having the material rejected/returned by the DRMO for proper classification.

C7.8.4   DRMO Actions.  The DRMOs will use the disposal condition codes to accurately describe the physical condition of the material based on its inspection at time of receipt.  The DRMOs will record the SCC, the disposal condition code, and reason for disposal code for the material and will reflect the codes as management data for reutilization program screening and review.  Within the DRMO process, Disposal Condition Code S is assigned for "material that has no value except for its basic material content."  Consequently, Disposal Condition Code S may be assigned by DRMOs to material with or without NSN identification.

C7.9   BULK PETROLEUM PHYSICAL INVENTORY ADJUSTMENTS

C7.9.1   Mandatory Requirements.  It is mandatory that Defense Energyl Support Points (DESPs) or other authorized parties report adjustments involving gains, losses, condition changes, and identity changes of DLA-owned product to Defense Energy Support Center (DESC).  In turn, DFSC will advise DFSPs of generated adjustments to book inventory resulting from the monthly reconciliation process.  These functions will be accomplished using DS 947I as prescribed by DoD 4140.25-M.

C7.9.2   Physical Inventory Adjustment Reporting.  Report the following types of physical inventory adjustments as increases or decreases (not dual adjustments):

· Book Adjustment Decrease.  Use for DFSC, i.e., owner-generated, operating loss reconciliation adjustment.

· Book Adjustment Increase.  Use for DFSC, i.e., owner-generated, operating gain reconciliation adjustment.

· Operating Variance.  Use to report DFSP operating gain or loss due to temperature and handling.

· Nonrecoverable.  Use to report DFSP losses due to nonrecoverable tank bottoms.

· Warehousing Damage.  Use to report DFSP spills, line breaks, or similar circumstance.

· Disaster.  Use to report DFSP loss due to major disaster, fire, enemy action, act of God, or similar circumstance.

· Recoup/Rework of Damaged Product.  Use to report DFSP reclamation loss.

· Product Dumped or Destroyed.  Use to report abandonment of DFSP inventory.

· Slop Fuel.  Use to report gain or loss of slop fuel.  Use with NSN for slop fuel.

· Replacement.  Use to report a DFSP gain from a previous spill/line break, e.g., replacement of line break loss at no cost to DLA per U.S./foreign government treaty.  Use same transaction reference number as loss.  Loss indicates suffix A; gain indicates suffix B.

· Tariff Deduction.  Use to report a determinable loss tariff deduction reflecting the change in volume after receipt of product via a pipeline operation as covered in a tariff agreement.

· Capitalization.  Use to report a DFSP increase due to capitalization of retail inventory.

· Decapitalization.  Use to report a DFSP decrease due to decapitalization of wholesale inventory.

C7.9.3   Identity Change Reporting.  Report the following types of identity changes as balancing increases and decreases to inventory (not dual adjustments).  Identify the old stock number with the associated decreased quantity and the new stock number with the associated increased quantity.

· Downgrade.  Use to report DFSP inventory is approved for use at a lower grade of the same or similar product.

· Regrade.  Use to report DFSP inventory is redesignated from one grade to another within the specifications it meets.

· Additive Injection.  Use to report addition of additive, e.g., icing inhibitor, into DFSP inventory.  Identify the additive as the old stock number and the type of fuel as the new stock number.

C7.9.4   Condition Change Reporting.  Report condition changes as dual adjustments.  Cite both the original and the new condition of the inventory to be effected by a single quantity in offsetting adjustments.

· Condition Change.  Use to report changes in supply condition of DFSP inventory.
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