May 22, 1997
DLMSO

MEMCRANDUM FCR DI STR BUTI ON

SUBJECT: Approved Def ense Logi stics Managenent System ( DLMD)
Change 3, Material Returns D screpancies (Staffed as
Proposed Change 6/ 6A) (Supply/ M LSTR P)

The Attacherent is published as an approved change to the DoD
4000. 25-1-M Mlitary Standard Requisitioning and | ssue Procedures
(MLSTR P), and DoD 4000.25-M DLM5, Vol ume 2, Supply, Chapter 12,
Material Returns and Redistribution of Assets. The DoD Conponents
concurred in this change as nodified during the Supply Process
Review Commttee (PRC) Meeting May 5-9, 1997.

Addressees are advised not to file this change in the DoD
MLSTR P or DLM5 nanual. This approved change is provided as a
pl anni ng docunent only. This is considered an admnistrative
change which will be incorporated in the next interimor fornal
change to the applicabl e manual s.

Addressees nay direct their questions to Ms. Ellen Hlert,
DSN 427-6117 or 703-767-6117, e-mail: ellen_hilert@q.dla.ml.
QG hers may direct questions/coments to their Service/ Agency
desi gnat ed representati ve.

/sl
JAMES A JOHNSON
D rector

Def ense Logi stics Managenent
Standards Ofice
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Approved DLMS Change 3

1. OR G NATOR
a. Servicel/ Agency: DLMBO

b. Oiginator: Hlen Hlert, Supply Process Review
Commttee (PRC Chair, DLMSQ 703-767-6117, DSN 427-6117, or
e-mail: ellen_hilert@aq.d a ml

2. FUNCTI ONAL AREA:  Supply
3. REQUESTED CHANGE:
a. Title: Material Returns D screpancies

b. Description of Change: Thi s proposal provides a
cautionary statenent to advise Government activities returning
material that the returning activity nmay be held responsi bl e for
costs incurred by the receiving activity when di screpant
conditions are reported and val i dat ed.

c. Procedures: Revise MLSTR P Chapter 9, paragraph A
DLV, Vol une 2, Chapter 12, paragraph 12.1 to include the
fol | ow ng new subpar agr aph.

“U S. Governnment activities returning material are
cautioned that the returning activity may be held
responsi ble for costs incurred by the receiving
activity when discrepancies are reported and vali dat ed
in accordance wwth MLSTRIP reference (v) [or DLMS
chapter 18]. This includes returns nade in violation
of prescribed material returns procedures, returns
exhi bi ti ng packagi ng di screpancies, and returns of
reparabl e itenms unacconpani ed by required technical
data. Recoupnent action by the |ICP against the
initiator may include all cost reinbursable actions
perfornmed by the receiving activity such as
repackagi ng, marking, and disposal.”

4. REASON FOR CHANGE:

a. This change was requested at the Mlitary Standard
Billing System Focal Point Coomttee Meeting (M LSBILLS)(96-1),
May 7, 1996 in support of approved changes to the DLAR 4140. 55/ AR
735-11- 2/ SECNAVI NST 4355. 18/ AFR 400-54, Reporting of Itemand
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Packagi ng D screpancies. Additionally, this change supports the
DoD Care of Supplies in Storage (CGC8lS) Programfor FY 97. In
accordance with this program cost reinbursable actions in
receiving shall be docunented using a Supply D screpancy Report

(SDR) .

b. The inclusion of this cautionary statenent within
M LSTRI P/ DLM5 procedural guidance for naterial returns provides
advance notice to the shipping activity that they will be held
responsi bl e for reinbursable costs incurred as a result of
di screpant shiprments. The goal is to greatly reduce the nunber
of such di screpancies by shifting the financial burden for
corrective actions to the initiator.

5.  ADVANTAGES/ DI SADVANTAGES: I nclusion of this cautionary
statenent within the MLSTRIP Material Returns procedures is
intended to give visibility to all involved that discrepancies
occurring in material returns shipnents may result in necessary
corrective actions for which the returning activity could be held
financially accountable. There are no known di sadvant ages.

6. |IMPACT: This change reflects an interface between MLSTR P,
M LSBI LLS, and SDR procedures. The wording is intended to focus
attention and provide a deterrent to discrepant shipnments. This
change was proposed in conjunction with the DLMSO nenor andum of
June 24, 1996, Approved SDR Report of D screpancy (RCD) Change 1
(U S ), Reporting of Supply D screpancies. The SDR change

i ncl udes guidance to receiving activities for docunenting
material returns di screpancies which will support recoupnent
action as appropriate. MLSBILLS InterimcChange 97-1 (Encl osure
1) clarifies related billing procedures already in

pl ace.

Encl osur e



DLMBO April 18, 1997

MEMCRANDUM FCR DI STRI BUTI ON

SUBJECT: InterimChange 97-1 to Mlitary Standard Billing System
(MLSBILLS), “Reinbursenments for D screpant Materi el
Ret urns and Shi pnent s”

In their February 1996 neeting, the DoD M LSBILLS Focal
Point Conmttee approved the DoD Supply D screpancy Report
Adm ni strator’s proposal to docunment MLSBILLS billing and
adj ust ment procedures for recovering costs associated with
di screpant nateriel returns and shipnents. The Conmttee agreed
that Vol 1B of DoD 7000. 14-R aut hori zes recovery of costs
incurred for repackagi ng, disposal, and simlar costs for
unaut hori zed returns, deficient packaging, and other item and
packagi ng di screpancy costs which are not included in the nornal
cost recovery elenents of the standard price. The Commttee
authori zed the Admnistrator to issue the attached change as an
admnistrative change to MLSBILLS. Pl ease direct any questions
regarding this change to M. Dennis Thonas at 703-767-6128,
DSN 427-6128, or e-mail, dennis_thomas@q.dl a. ml.

/sl
JAMES A JCHNSON
D rector
Def ense Logi stics Managenent
Standards Cfice
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I nteri m Change 97-1
to
DoD Mlitary Standard Billing System (M LSBILLS)
“Rei nbursenments for D screpant Materiel Returns and Shipnents’

Revi se DoD 4000. 25-7-M Chapter 4, Section |, “ADJUSTMENTS FCR
D SCREPANCY REPCRTS’ to add the foll owi ng new paragraph 7:

“7. Activities returning nateriel may be hel d responsible for
costs incurred for repackagi ng, disposal, and simlar costs for
unaut hori zed returns, deficient packaging, and other item and
packagi ng di screpanci es whi ch have been docunented and val i dat ed
under supply discrepancy (SF 364) procedures. Al though other,
mut ual | y agreeabl e arrangenents nmay be made, such costs will
normal | y be recovered under SF 1080 procedures and wll be
supported by the validated di screpancy report. In addition, when
such returns are creditable, these discrepancy costs may be

of fset against the credit to which the returning activity is
otherwi se entitled.”
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