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.- Chief
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accouhted for and safeguarded against loss or unauthorized use We di scussed these
responssble FS Washmgton off ice official who agreed with our findings. =
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There are 11 National Fire Equipment Systems - National Interagency Support Caches.
FS manages nine fire caches and the U.S. Department of the Interior's Bureau of Land
Management manages the other two. The fire caches provide equipment and supplies
to wildland fire incidents throughout the Nation. Fire cache managers maintain
equipment and supply levels in accordance to their fire support plans. As of
September 30, 1998, the 11 caches' inventories were valued at about $67 million. The

value of FS' nine fire caches was about $40 million. The value of the Missoula,
Montana, and Redding, California, fi re caches was $11.1 and $3.6 million, respectlvely

P

Ouf objectives were to evaluate FS' (1) controls over fire caches' inventories and
(2) procedures for fire loss/use reports.

<

SCOPE AND MFTHODOIL OGY:

-Our review covered activities related to two of the nine FS managed fire caches for the
1998 fire season; however, other periods were reviewed as necessary. Fieldwork was
conducted at the National Interagency Support Caches at Missoula, Montana, and

- Redding, California; Mendocino National Forest, Willows, California; and Lolo National
Forest, Missoula, Montana. The Redding fire cache was selected because the
responsible FS Washington office official is stationed there. The Missoula fire cache

- was selected because it has the largest FS cache inventory. The national forests were
selected based on the size and number of fire incidents. We conducted a physical
count of 44 judgmentally selected cache items (g.g., shirts) to verify inventory balances.
The items were judgmentally selected based on adjustments made after inventory
counts, sensitivity of the inventory item, and value. There were about 1,000 inventory
items for the Redding fire cache and about 2,000 for the Missoula fire cache. In

_addition, we reviewed selected expenditures from three fire incidents to verify fire
loss/use tolerance rates. We also interviewed FS officials regarding procedures used
for maintaining physical inventories and making inventory adjustments. This review
was conducted in accordance with Quality Standards for Inspections as developed by
the President's Council on Integrity and Efficiency, dated March 1993.

DETAILS:

Physical Inventory Counts and Adjustments to Inventory Records Were Not
Documented

The two fire caches did not use inventory count sheets on a consistent basis to document
physical inventory counts nor did they reconcile actual inventory counts with perpetual
inventory records. This was reported in our prior audit report. FS instructions still do not
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desmbe-fsuff cient detail or provide adequate instructions on how physical inventories
should be conducted and documented, or how to reconcile and document adjustments to
- perpetual inventory records as a result of a physical inventory count. As a result, the two
fire caches made about $9.2 million in adjustments to perpetual inventory records based on
the 1998 fire season physical inventory count without proper documentation and approval.
from the appropnate FS oﬁ' cial.

FS Manual::5161.44, “Cache lnventory and Documentation,“effective November 10,
1998 states that “Inventory by physical count and document fire cache inventories on-
an annual basis.” To support the physical count of items recorded during the physical -
- inventory process, FS should use count sheets or tags. The count sheets identifies
the item being counted, location(s) of the item, total number of the item counted, the -
initials or signature of the person conducting the count, and the date the count was
performed.

For example, the Missoula fire cache did not use count sheets to document its 1998 fire

" season physical inventory count. The responsible FS official stated that instead of-

using count sheets, personnel reported the number of inventory items to him via a two-
~ way radio. He then compared the number of items counted to the related perpetual -
‘inventory record or worksheet. The inventory worksheet showed the item number,
_Jocation, description, unit, and quantity on hand for each item. If there were none or
only minor differences (+ or - 10 percent, or under $150), he would record the result of
the inventory counts on the inventory worksheet. For major differences, he had a
re-count performed and recorded the resuits on the inventory worksheet. However,
without count sheets there was no evidence to support that the inventory count
recorded on the inventory worksheet was the actual physical inventory count taken.

To further exasperate this condition, the two fire caches made adjustments to perpetual
inventory records based on physical inventory counts which were not properly
documented as described above. Based on the 1998 fire season transaction-by-
transaction report, the two fire caches made a total of 1,342 adjustments to about 3,000
inventory items. Our review disclosed that FS officials did not properly document the
reason(s) for the adjustments. The documentation for the adjustments at the Missoula
fire cache consisted primarily of margin notes (e.g., re-count, no retum to stock
documentation) on the transaction-by-transaction type report. At both fire caches,
neither the transaction-by-transaction type report nor any other source documents were
signed or initialed by the FS official making the adjustment. Also, there was no
evidence to indicate that the responsible FS official approved the adjustments.

Key Duties and Responsibilities Still Not Separate
~ At the Redding fire cache, key duties relating to the phySicaI custody of inventory items

were not separate from the maintenance and control of inventory records. FS
personnel who maintained the fire cache inventory aiso had access to inventory
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records and could make changes to-those re€ords. In our prior audit report, we cited

- the Redding fire cache for this samé condition. We reported that warehouse personnel

- who maintained physical custody of inventory items had access to the inventory record
data base and frequently made adjustments tosnaventory records.

The Redding fire cache'responsible“ofﬁcial informed us that all full-time personnel had
access to the inventory record data base and could make changes. He further stated
that he had not separated the duties because the FS manual or handbook does not
states that key duties of inventory custody and verlf cation are to be separate from
inventory recordkeeplng

National Fire Caches Not Included in FS Activity Reviews

The two fire cache operations had not been included in recent Fire and Aviation
Management (F&AM) activity reviews. These types of reviews will be helpful in identifying
and correcting the conditions we noted'in our review. The FS Manual 1410 establishes the
'FS requirements for management reviews of which activity reviews are the most common.

One of the specific objectives of these reviews is to provide reasonable assurance that
assets are safeguarded against waste, loss, unauthorized use, and misappropriation. Also,
FS Manual 1414 states that at a minimum, property inventories and reconciliation
procedures should be reviewed. .

MRE and First Aid Kits Were Not Inspected

The Redding fire cache was not following established standards for inspecting MRE>
and medicine contained in first aid kits that were stored in prepositioned mobile cache
vans. Redding fire cache officials cited cost of bringing vans back to the cache and
then repositioning them as a factor for not performing the inspections. As a result, in at
least one instance, MRE and medicine contained in first aid kits were issued to
- firefighters beyond their inspection or expiration dates-during the 1998 fire season.

MREF - In January 1999, our review disclosed that two prepositioned mobile cache vans
issued by the Redding cache had 576 MRE's each with either inspection or test dates
of December 1996 and November 1997. Also, we found that on September 2, 1998, a
third mobile cache van (No. 8175) containing MRE’s with a November 1997 inspection

or test date was dispatched to the Garcia fire on the Mendocino National Forest. The -

fire loss/use report shows that most of the MRE's were consumed during the fire
incident. There was no evidence that the MRE's in the three prepositioned mobile
cache vans were inspected or tested prior to their issuance.

2 Fsmwrnemwsmmaukmmsmmmmsmwwsa prepared by the National Fire

EwmentSystemRefwbistMStandardsTaskaup _
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The fire equipment storage and refurbishing standards established estimated shelf-life
for MRE based on various sustained (24-hour average temperature) temperatures.
The estimated shelf-life ranges from 1 month at 120 degrees to 96 months at less than
50 degrees. The refurbishing standards aiso state that prepositioned vans not used in
.a fire incident will be rotated back to the issue cache for visual inspection and review.
The visual inspection for MRE's involves looking at the container for damage, leakage,
foul odors, or signs of rodent or insect infestation. Also, the refurbishing standards
require periodic inspections for MRE’s. stored in hot weather, vehucles moblle cache
‘vans, and fire cache warehouses. : -

We interviewed-the Redding cache manager regarding warehouse conditions and MRE
inspection/test dates. The Redding cache manager stated that his warehouse was not
~ temperature controlled and temperatures could reach 90 degrees. Also, he stated that
his prepositioned mobile cache vans were stored outside and subject to various
temperatures ranging from below freezing to 90 degrees. The cache manager stated
that a visual inspection of MRE stored in his warehouse is only performed during the
inventory process. Also, he stated that prepositioned mobile cache vans were not
‘rotated back to the fire cache for review and inspection at the end of the fire season.
He stated that this was a value-based judgment of comparing the cost of bringing the-
vans back to.the cache and-then repositioning them compared to the value of the items
being replaced.

When asked about the procedure or method for determining at what point MRE would
not be issued, the Redding cache manager stated that he had no specific procedure.
MRE's were issued as long as there were no complaints, and if he did not-see gas
bubbles, leakage, or notice a foul odor.

Eirst Aid Kits - Our January 1999 review disclosed that six preposition mobile cache
vans contained first aid kits with medicines that had expiration dates between
September 1996 and May 1998. The above cited van (No. 8175) with MRE'’s issued
beyond their inspection or expirations dates also contained first aid kits with medicines

that had lapsed expiration dates.  Standards for 10-person first aid kits require
expiration dates to be checked on an annual basis and expired medicines are required
to be disposed. The medicines found in the 10-person first aid kits were aspirin,
acetaminophen, povidone iodine swabs, insect sting medicine, and eye wash solution.

The Redding fire cache manager stated that the cache checked first aid kit medicines’
expiration dates prior to the beginning of the fire season. The only exception was that
they did not inspect and replace expired medicines in first aid klts of prepositioned

~ mobile cache vans, which are not rotated back to the cache.
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_ Fire Loss/Use Procedures Need Improvement

Fire losshue reports show the amount of firefighting equipment and supplies used and lost
during a fire incident and compared these amounts to specified tolerance rates.

FS developed procedures for fire loss/use tolerance rates in response to a
recommendation from our prior audit report. FS procedure (FSM 5160.43), effective

‘November 10, 1998, states, that the forest supervisor is the responsible official for ensuring

that reviews of fire loss/use rates are conducted, followup investigations are made, and -
comective actions are taken. Also, the FS procedure (FSM 5151.45) requires the forest
supervisor to document findings and recommend appropriate followup actions if fire
loss/use tolerance rates have been exceeded. The fire caches issue fire loss/use reports
to national forests for related fire incidents. Fire loss/use reports and recommended
followup actions are filed with fire records for related fire incidents at the national forest.

Emoneous Reports - The fire loss/use reports issued to national forests by the Redding fire
cache provide erroneous component loss/use rates because non-compatibie data was
used. Specifically, individual component items (e.g., sleeping bags) contained in a kit (e.g.,
mobile cache support van) were issued as a kit. However, when retumed, they were
checked back in as individual components. Consequently, the fire loss/use report showed
more sleeping bags retumed than issued, when in fact, there was a significant loss.
Without an accurate report, significant losses may go undetected.

: - Fire cache
officials who were responsible for maintaining fire equipment and supplies were not
required to verify that excessive fire loss/use was investigated and corrective actions
were taken. There was no requirement for the forest supervisor to submit the fire
loss/use report and recommended followup actions to the responsible fire cache
manager for their review and concurrence. As a result, there is no assurance that
forest supervisors are conducting the required investigations of excessive fire loss/use
and taking meaningful-corrective action.

We discussed this issue with the FS official responsible for FS' fire caches and she
agreed that the followup reports would be helpful to fire cache managers in determining
whether excessive tolerance rates are being investigated and if corrective action would
solve the noted problems.

Recommendation No. 1 - Establish guidance for conducting and documenting annual
physical counts of FS’ fire cache inventories, including reconciliation, documenting
adjustments, and the use of count sheets.
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FS Response:

In its February 29, 2000, response, FS replied, 'The National Interagency Support Cache
(NISC) adopted in 1999 a written inventory procedure which is included in the NISC
standard operating procedures. This inventory process incorporates reconciliation,
documenting adjustments, and the use of count sheets This procedure was recently
implemented for the 2000 NISC mvento:y * ket ' -

OIG Position:

We concur with FS' management decision for this recommendation.

Recommendation No. 2 - Ensure F&AM activity reviews include coverage of FS' fire
cache operations and that emphasis is placed on separation of key duties conceming
inventory custody and verification from inventory record keeping.

FS Response:

In its February 29, 2000, response, FS rephed "We will add this requirement to our next
scheduled F&AM activity review."

OIG Position:
To reach management decision for this recommendation, FS needs to provide us with its

review guide for the next scheduled F&AM activity review which includes inventory
. coverage. '

Recommendation No. 3 - Require fire caches to follow established standards for
inspecting MRE and medicines contained in first aid kits.

FS Respohse:

In its February 29, ZOOO, response, FS replied, "The NISC standard operating procedures
- already contain standards for these inspections. = Through the Interagency Cache
Management Plan, caches are required to follow standard operating procedures."

OIG Position: |

We concur with FS' management decision for this recommendation.

Recommendation No. 4 - Establish controls to dispose and replace MRE's and
medicines that have expired. :
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FS Response:

In its. February 29, 2000, response, FS replied "The new Interagency Cache Business
~ System (ICBS) allows the tracking of expirations dates.on MRE‘s and medicines. This
- functionality was added to the program in July 1999."

OIG Position:

To reach management decision for this recommendation, FS needs to provide us with
documentation to show that the ICBS is tracking expiration dates on MRE's and medicines.
Also, FS needs to provide us with instructions that require FS cache personnel to dispose
and/or replace expired MRE's and medicines based on the data from the ICBS.

Recommendation No. 5 - Require fire caches to treat individual components of kits as
separate items when calculating fire loss/use rates.

Recommendation No. 6 - Require fire cache managers to reviéw and evaluate fire
lossfuse followup reports prepared by forest supervisors.

FS Response:
In its February 29, 2000, response to the two recommendations, FS replied

The Forest Service has made significant progress in tracking fire loss/use rates.
We are in the. process of developing the closure which is recommended in
number 6. A fire loss team is meeting in Tucson, AZ, the week of February 21,
to develop the new process which will be incorporated into Forest Semoe
Manual 5160 by June of 2000. :

OIG Position:
To reach management decisions for these two recbmmendations, FS needs to provide

us with the revised FS Manual 5160 which incorporates the new process for tracking
fire loss/use rates.

Although we concur with your response for Recommendations Nos. 2, 4, 5, and 6, we
can accept management decisions for these recommendations once you provide the
additional information as outlined in the OIG Position.
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In accordance with Departmental Regulation 1720-1, please furnish a reply within
60 days describing the corrective action taken or planned and the timeframes for
implementation of the report's recommendations. Please note that the regulation
“*requires a management decision to be reached on all findings and recommendations
within a maximum of 6 months from report issuance.

We apprecuate the cooperatlon and assnstance your staff provided during our
evaluation. . ’

ek ()

JAMES R. EBBIT/{
- Assistant Inspectpr ASener v :
For Audit . - | o =




EXHIBIT - FS RESPONSE TO THE DRAFT REPORT

United States Forest Washington Office 14th & Independence SW .

_ Department Service ' P.O. Box 96090
, of Agriculture . Washington, DC 20090-6090
~:§ g FieCode: 1430 | Dat: . FEB 29 00

Route To: 5160

- Subject:  Forest Service National Fire Cache System, Office of Inspector General Report |
No. 08801-13-At, Actions Completed for Recommendation Nos. 1 through 6

‘To: James R. Ebbit
Assistant Inspector General for Audit
Office of Inspector General

We have completed our review of your National Fire Cache System evaluation report issued on

Forest Serwce response to the findings and recommendations for the above Office of Inspector
‘ General report. '

We appreciate the oooperatlon extended to us by Scott Spencer and Larry Gene of your staff
during the on-site visits. If you have any questions, please contact Lmda Washington, Agency
External Audit Llaxson, at (202) 205-3761.

VINCETTE L. GO%L
Chief Financial Officer '

Deputy Chief, Office of Finance

Enclosure

Page 1 0of 10

January 21, 2000. We agree with the report’s summary and recommendations. Enclosed is the S
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* EXHIBIT - FS RESPONSE TO THE DRAFT REPORT

' Enclosure 1 | S | 08801-13-At

United Stat&c Department of Agriculture
* ForestService
- o
Office of Inspector Genenl (OIG) Report
Forest Service National Fire Cache System:
Report No. 08801-13-At, January 2000

OIG RECOMMENDATION NO.1: "Estabhsh gmdance for condnctmg and documenting
. . annual physical counts of Forest Service fire cachie inventories, including reconciliation,
doannmhngadjusunents, andthcuseofoomtsheds.

Forest Service Rsponse “The National Interagency Support Cache (NISC)-adOpted in 1999 a ¥
written inventory procedure which is included in the NISC standard operating procedures. This
inventory process incorporatés reconciliation, documenting adjustments, and the use of count
sheets. 'I‘lnspmcedmwasreeenﬂymplemented forthc2000NISC inveatory. SeeEnclosuer
for example.

o OIG RECOMMENDATK)N NO. 2: "Ensure F&AM activity reviews include coverage of
Forest Service fire cache operations and that anphasxs:splaced on separation of key duties
" concerning inventory custody and venﬁcauon from mvmtory record keeping "

Forest Serviee pronse. We will add ﬁns reqmrement to our next schednled F&AM acﬁvity '

01G RECOMMENDATION NO. 3: “Req\m'e ﬁtc caches to follow established standards fm:
inspecting MRE and medicines oontamedmﬁxstmdhts."

~1ForthermRsponse 'IthISCstandatdopem:ngpmoedmwalmadyeomamﬂ:e
standards for these inspections. ’IhmughtbelntaagmcyCadxeMmganentPlan,mare
tequn'edtofollows(andardoperahngpmcedm

- OIG RECOMMENDATION NO. 4: Estabhsh controls to dxspose and replace MRE and
medicines that have expired.”

. Forest Service Response: ThenewlntemgedcyCacheBusmmsSyﬁtan (ICBS) allows the
trachngofupnrauondatwonMREsandmedxanw Thxsftmdmnahtywasaddedtoﬂxc
ptogmmmlulyl999 :

OIG RECOMMENDATION NO. 5: "Require fire caches to treat mdmdual components of
htsasscpmatcxtanswhencalwlznngﬁrelosshxsemw : v

Forest Service pronse: The Forest Service has made significant progress in tracking fire
loss/userates. We are in the process of developing the closure which is recommended in number
6. A fire loss team is meeting in Tucson, AZ, the week of February 21, to develop the new
process which will be incorporated into Forest Service Manual 5160 by June of 2000.

Page 2 of 10




'EXHIBIT - FS RESPONSE TO THE DRAFT REPORT
Encl_osurc:l ' N ' | | 08801-13-At

OIG RECOMMENDATION NO. 6: "Require fire caches managers to review and evaluate -
fire loss/use follow-up reports prepared by forest supervisors."

Forest Service Response: See Recommendation No. 5.

Page 3 of 10




EXHIBIT - FS RESPONSE TO THE DRAFT REPORT

- UNITED STATES DEPARTMENT OF AGRICULTURE"
' FOREST SERVICE

OFFICE OF THE INSPECTOR GENERAL :
FOREST SERVICE NATIONAL FIRE CACHE SYSTEM
- AUDIT REPORT NO. 08801-13-At
JANUARY, 2000

- ENCLOSURE 2

National Interagency Support Cache
Inventory Procedure -

Page 4 of 10
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"EXHIBIT - FS RESPONSE TO THE DRAFT REPORT

'National Interagency Support Cache POllcy
Inventory Management

Physical Inventory
1999

The National Interagemcy Support Cache is fully accountable to establish and main-
tain control of personal property under its custodianship for the purpose of sup-
porting fire management activities. The Supply uanageinmt Officer is the position
to which the line officer responsibility and authority is delegated by the D:.rector

. of Fire, Avxatmn and A:Lr.

Physical inventories will be conducted on a pen.od:n.c basis for the purposes of in-
ternal control and reconciliation with official records. Periodic inventories will
consist of a formal annual inventory (FsM 5161,.41) and intermittent spot checks as
needed.” Inventory records will be adjusted in reconciliation with physical counts,

but only if fully documented, justified and approved. _
Inventories will adhere- to procedural rules as established in this document.

. documentation will be produced, filed and retained for 6.5 years. The documentation
will include information about the participants,. resultant counts, discrepancies if

‘any, documentary research, reconciliation, Justlf:.cat:.on for ad)ustments and any
subsequent action plans developed. )

,Objectim . .
1. Ver:.fy :mvent:ozy records in the perpetual inventoxy database.
2. Ident:.fy losses or d.iscrepanc:.ee if any.
3. Update inventory records to reflect true physical count.

4.  The total cache inventory value w:.ll be within tl% of -the value calcu-
lated imnediately prior to commencement of the physical inventory. i

5. Zero tolerance in discrepancy for accountable property, semnsitive prop-
) erty and operational equipment.

Time Frames

1. Formal inventory will be executed no later than January 31 of each year. :

priot to any update of standard costs.

2. R.andun spot checks may be ordered by the mnagement: team, for any reason
at any time.

3. Standard cost changes will be applied after the annual inventory is com-

. pleted and all required adjustments to inventory records made. .The
change will be preceded and followed by execution of stock status re-
ports to ident‘.ify/d,ocmnent the effect

Discrapancy Tolerance

Tolera.nce is Bet at a level deemed by cache management as rea.scmable risk in the.
course of ordinary business. Causes of such discrepancy may include misplace-

ment, minor miscounts, incorrect recording or procedural errors. Pilferage,

theft or misconduct by employees or others are not included as ordinary risks.

The mxinm discrepancy of the total cache i.nvent;ozy value between the phys:cal
count and database record is *1%. Accountable propexty and operational equip-

ment will have zerxro discrepancy tolerance.

Page 1 of 6
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EXHIBIT - FS RESPONSE TO THE DRAFT REPORT

Natlonal Interagency Support Cache Pollcy
Inventory Management

Physzcal Inventory
1999

By line item, the maximum accept:able discrepancy is 110% not to exceed the av-
erage daily employee cost ($151 for 1999).

Sampling : .
Inventory s_a:ixpliﬁg is set at 100% for the annual inventory.
Spot checks will employ a 5% random sampling (based on the number of product

lines). 100% sampling will be required if any unexplainable discrepancy is dis-.
covered. : -

Docunentation

Physical inventories will be fully documented. The filed i;aékage will consist’
of all reports, checklists, adjustment records, discrepancy notes, approvals and
action plans. Documentation will be signed and dated by the wrxter Documenta-
"tion will include, but not limited to: :
~ 1. Stock status reports. before and after the :mventory
‘_2T Written instructions for perfoxm:.ng the 1nventory.

3. Checkllsts for the uu.t:.al a.nd final counts and all recounts be-
tween.

4. Discrepancy notes 1dent1fy1.ng probable cause and/or ‘missing documen-
tation.

5. Supply. Management ,O_fficer's review and approval of adjustments.
6. Report of all adjustments transacted. ’

7.. List of participants, tasks and roles performed.

8. Preventative or corrective action plans if required.’

Accountabi.li.ty

The Supply Management: offzcer is the custodian of all cache property and as’
such retains full accountability. Responsibility and accountability for accu-
. rate physical inventory and operational documentation is delegated to the Opera-
tions Team. Responsibility and accountability for accurate database management
-and recording of documentation is delegated to the Administrative Team.

Page 2 of 6
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EXHIBIT - FS RESPONSE TO THE DRAFT REPORT

National Interagency Support Cache Policy
Inventory Management

Physical Inventory
1999

R L AR

Organization

pifEiR AT R AR

Supply Management Officer .
Cache Operations Manager.
Packaging/Shipping Leader
. Repair/Refurbishment Leader.

it e R

Returns/Recycling Leader
Materials Handler - QA
’ Materials Handler (Seasonal)

34 o) SR DAY bl

Cache Administrative Manager
Supply Clerk - General
Supply Clerk - Transportation

Supply Clerk - Receiving

" Roles and Responsibilities
Supply Management Officer _
1. Ultimately accountable for the inventory.

=5 33 A

oty sz

2. Review the results of the inventory with management team.
E: 4. npprove adjustments to inventory records.
4
E # 5. Determine need for further action, and develop action plan(s) in
b collaboration with Cache Management Team.
“ Cache Operations Manager
w 1. .Direct and superv:.se the physxcal count. Request recounts until
satisfied that results are fmal. ’
E 2. Record the inventory results of all counts conducted.

Reconcile the physical count with database records via documentation
explaining the source of discrepancies. Locate or identify missing
documentation which support database entries or lack thereof. En-
gage the aid of the administrative team in any docxma:t:ary research
if needed. e

4. Calculate required. adjustments and docmnent need.

S. Present inventory results, required a.djustme.nts and supporting docu-
mentation to Supply Management Officer for approval.

.

) 2473 pailiine 43

. s

3
3
3
= 3
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EXHIBIT - FS RESPONSE TO THE DRAFT REPORT

 - National Interagency Support Cache Pollcy
- Inventory Management

- |

| Physical Inventory

1999

1. Execute the phys:.cal coum:s as assigned. Team members guarantee r_he
accuracy of counts.

2. Assist documentation research if needed.

Cache Adminigtration Manager
1.. Assist documentation research if needed.

2. Direct the final adjustments to inventory records after the Supply
" Management Officer's approval

3. Produce the post-inventory reports, whlch minimally consist of stock
status, inventory valuation and correlated transact:.on reports.

4. Package and file all of the assoc;ated documentation.

Procedures ' e ‘
1. The Cache will be closed for business during the inventory. The cne ex-
‘ ception will be limited to emergency orders only.
2. The AMdainistrative (AD) Team will:

- a. Execute a stock status report to establish the pre—mva:tory count
and ending inventory value for the previous accounting period.

b. Retrieve the starting inventory value for the same accounting pe-
riod, adjusted for standard cost updates at the beginning of t.he pe-

riod.

b. Produce a master list of items to be :.nvmtorxed describing the
items and expected 1nventory and providing spaces for recordmg in-
ventory results.

c.: Produce inventory checkl:.st(s) for operations anployees to enter
) physical counts.
3. The Operations Manager will: .
. . a. Write up instructions for conducting the physzcal count.
b. Make inventozy assignments. and review instructions with counters.

c. Enter invmtory count on’ maste.r list, calculates the d:.screpancy and
compares with target figure.

s 1) If line item discrepancies are found and excesd the tolerance:

a) The manager requests a recount, providing a recount check-
list.

b) The recount is recorded on a checkhst., signed and dated,
then reported to the manager.

c) The operations manager will enter the recount f:.gure on the
master list and redetermine the discrepancy.

d) If the discrepancy persists, the manager compares the value
against the value tolerance.

"Page 4 of 6
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EXHIBIT - FS RESPONSE TO THE DRAFT REPORT |

National Interagency Suppo'rt Cache Policy
Invéentory Management o

Physical Inventory
- 1999

(1) If less than the toleranée level, bthe manager records
the count as final, and Getermines a Probable cause.

(2) Otherwise, the Operations manager must conduct research
. and/or -other appropriate investigative,procedures to de-
termine the cause. :

"(3) When the cause(s) df a discrepancy is determined, ‘the
master list is notated and the final count recorded.

©2) If line item discrepancies are found and do not exceed the tol-
erance, the manager will simply document the fact.

d. The final count is recorded and validated as true and correct.
€. All documentation is gathered,

~£. The inventory is declared completed. The final count and documenta-
tion package handed over to the Supply Management Officer.

4. Stock Counters: .
a. Study and understand the inventory instructions.

b. Conduct inventory in assigned areas, record counts on checklists,
and report findings to the operations manager. :

€. Sign and date each checklist completed.
5. The Supply Management Officer:;

a. Reviews the inventory documentation and recommended adjustments. _
Any missing or incomplete documents will be requested from the Op--
erations Manager. . R :

b. 1f 'any adjustment is not approved, the SMO will request additional
recounts and/or documentation. :

C. Approves adjustments to inventory records. (Requires signature.)

d. Turn inventory documentation package with approved adjustments to
the Administrative Han;ge_r ) ’ i

6. The Administrative (ap) Team:- »
a. Enters the abprwed adjustments. - '
‘b. Upon completion of the final adjustments, a post-inventory stock

_ include with the documentation package.
e. Create the final documentation package, clearly mark apd file.

7. The Cache Management Team will review the inventory results and develop
any action plans to mitigate future discrepancies, which may include
policy or procedural . changes.
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EXHIBIT - FS RESPONSE TO THE DRAFT REPORT

National Interagency Support Cache Policy
- Inventory Management

Physical Inventory
1999

ﬁote On Updating Standard Costs

Standard cost updates should be made after the annual physical inventory in or-
der to discount the effect on inventory value for the previous accounting pe-
riod. Stock status or inventory value reports will be produced immediately be-
fore and immediately after the update. The factor of change will be applied to
the starting inventory value determined in Procedure 6b. This recalculated
starting value will then be directly comparable to the ending inventory value
calculated in Procedure 2a for the current accounting period.

Notes About Adapting This Policy

Organizational and position references should be modified to match with the spe-

cific organizational structure of the cache. For example, the Supply Management
Officer may be titled Cache Manager. .
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Copies of this report have been distributed to:

Chief, FS - o
Attn: Agency Liaison Officer (10)
Office of the Chief Financial Officer , (1)

Director, Planning and Accountability Division




