Development through Deployment: (7) Conduct a PMSA 
[bookmark: 9.]Task 7 of 10 for the Development through Deployment stage; other tasks:  (1) Review the Contract, (2) Establish Property Admin Records, (3) Report Contract Deficiencies, (4) Construct a Risk Analysis, (5) Establish Property Audit Objectives, (6) Plan a PMSA, (8) Respond to Reports of Property Loss, (9) Monitor unscheduled processes, (10) Dispose of property that is no longer required  
DEFINITION: The CO may request administrative support from the Industrial Property Management Specialist (IPMS) according to FAR 42.302 (a) (3) Post-award orientation, (27) Property Administration (FAR Part 45) and (28) …disposal of contractor inventory (45.6); as well as to support (30) Requests for Government property and (65) Close-out [Ref. 4.804-5 (a)(5) Plant clearance report/(6) Property clearance,] and only when authorized 42.302 (b)(11) Support the preparation of evaluations of contractor performance (FAR 42.15). The IPMS must display the specialized knowledge, skill and ability described in this section for the administration of the contractor’s property management system.
	Purpose and Outcomes (Terminal Learning Objectives)

	 

	1. Conduct an in-Brief
2. Accumulate data
3. Analyze data
4. Identify strengths and weaknesses 
5. Conduct an out-brief and distribute a PMSA summary



GENERAL INFORMATION/NARRATIVE:

The IPMS’ single most important contribution is the Property Management System Audit (PMSA). The property entrusted to the contractor’s stewardship under terms that relieve the contractor of property loss, except on rare occasions. When the IPMS provides evidence of an undue risk of loss, the KO/ACO can revise terms to make the contractor responsible to restore the value lost. The PMSA provides documentation in a manner consistent with the Generally Accepted Government Auditing Standards (GAGAS) to support the KO/ACO’s determination that an undue risk necessitates the withdrawal of terms that limit the contractor’s liability. 

The IPMS would be prudent to read the GAGAS document found at http://www.gao.gov/new.items/d10853g.pdf with the exception of portions that are specific to audits other than a Performance Audit. A GAGAS compliance statement should be included in the PMSA summary, yet cannot be stated unless the IPMS adheres to the high ethical and professional standards of any Government auditing activity. 
1. Conduct an in-Brief
The In-Brief is more than a technicality; here, the IPMS sets the tone of the audit. As the IPMS presents the audit objectives, those involved in establishing the objectives, who will receive the report of findings, should be recognized. The intent of the audit is to ascertain that the contractor has achieved, or is able to achieve the appropriate standards of control to remain stewards of Government property with limited liability for loss. Since the impact of the audit affects the terms of the contract with regard to contractor liability, both managerial personnel and employees who will coordinate the retrieval of data should attend. An attendance list and summary is required; the PMSA In-brief is an officially documented meeting.
An hour should allow enough time to present an overview of each process that will be reviewed, and how the method of review was determined during the PMSA planning stage. The meeting typically takes place immediately prior to the onset of the review, so the groundwork must be done prior to the in-brief. The conclusion of the in-brief should reassure all concerned (ALCON) that the plan is workable and that the results will be shared continually in an attitude of cooperation. If any findings indicate that a corrective action may be needed, those findings will be communicated without delay to ALCON for the prompt preparation of a response. Both Government and Contractor team members should appreciate the opportunity for continuous improvement that the audit will provide. 
2. Accumulate data
The use of statistical random sampling reduces the effort to view data elements for non-sensitive line items that exceed 18. For example 10,000 lines require 43 samples, for a 97% confidence level when random sampling is employed. Depending on the risk, a 90% confidence level may be used. The IPMS must support that the data was accumulated without bias from a lot size that reflects the characteristics that are the subject of the audit objective. One way to ensure objectivity is to place all line items in one random list, add a column that counts the lines, and use the statistical sample tool found at www.Randomizer.org to generate two lists of the correct amount of random numbers to select the samples. Retain a printout of the screen to support the use of these numbers to identify line items that will be examined. When characteristics involve sensitive items, a 100% sampling may be necessary. A sample size chart is provided under the heading for tools below. Appropriate worksheets should be prepared to insert the data in a manner that will support a checklist and notes after the data is prepare to be analyzed. The accumulation of data is totally objective; no notes are needed unless there is a problem encountered in the effort to locate the data associated with the random sample. In that case, ALCON should be noted and a determination agreed upon and noted to continue the audit with a revised plan. To the extent possible, stay with the planned sequence and time for the review of each process to minimize unexpected demands or intrusion on the contractor’s personnel and routine.
3. Analyze data
Every audit activity introduces opportunities for lessons to be learned. The skill of the IPMS as a communicator must be displayed to encourage discussion without fear of reprisal. The IPMS needs to apply insights, yet not reach any conclusions about any apparent discrepancies until the specific conditions of the contract are understood. A finding should be recognized by ALCON when it is objective and appropriate. Any disagreements over the finding of a need for corrective action must be noted in the summary of findings. Technical support should be sought from team members or resources that stakeholders may make available for areas that need clarification, such as how to test a storage area for appropriate environmental control, or maintenance plans for items that require calibration.  The plan should allow for adequate time to ensure the analysis is thorough and well documented. 
4. Identify strengths and weaknesses
The skillful IPMS prepares the findings of an analysis in a manner continues to build appreciation for the opportunity that the audit presents for improvements, as well as to commend areas that achieved compliance. If any area is identified as weak, the standard use to assess the weakness needs to be examined to ensure that achievement of that standard is relevant and that the risk presented justifies the recommended corrective action. The audit objectives must remain in focus at all times. It is the contractor’s responsibility to respond to a finding of a systemic weakness; however, the findings must be presented with well-supported documentation by the IPMS and enough discussion to ensure that the problem is understood.
5. Conduct an out-brief and distribute a PMSA summary
The tentative date of the PMSA out-brief should be updated as necessary to allow ALCON to receive the final review. Although there may be a follow-on analysis, the scheduled PMSA reaches a conclusion with an out brief, as planned. If there are findings that will require a corrective action, provide a concise summary in the conclusion. The next step is a separate audit activity; not to be confused with the achievement of the audit objectives for the PMSA that has been concluded. In this manner, the IPMS can encourage a forward-looking momentum. Under any circumstances the contractor should receive appreciation for their best effort to accommodate the planned PMSA.
Sections 10-14 of the DCMA Guide provide the following instructions: 

10.  Conduct PMSA.  For new contractors, i.e., contractors never before administered by DCMA, the PA shall:
    10.1. Conduct a PMSA (Standard or Limited, as appropriate) within 12 months from the date the new contractor received or acquired the property.  If sensitive property is involved, PAs shall perform a PMSA within 6 months from the date the new contractor received or acquired the sensitive property.  
    10.2. Conduct all other PMSAs by the date scheduled.  PAs may revise or extend the date scheduled based on individual circumstances. However, PMSAs going beyond the fiscal year require Property Division Director approval (if under the cognizance of the Property Division).  PMSAs under DCMAI require OCONUS Contract Management Office (CMO) approval; PMSAs under DCMAS require CMO Contracts Director approval.  
    10.3. Standard PMSAs. Only applicable (those that apply to a given PMSA) and relevant processes need to be reviewed.  However, each applicable process shall be tested at least once every three years.  The PA shall:   
        10.3.1. Notify the contractor in-writing (pre-notice) at least 30 days prior to starting the PMSA; provide a copy to the ACO.  
        10.3.2. Review (plan) the contractor’s written procedures.  This review is essential as it provides a sense of the contractor’s operation.  In general, procedures that are well designed, up-to-date, with strong internal controls will generally produce consistent results.  In contrast, contractor procedures that have been obviously neglected can forecast inadequate findings.

        10.3.3. Ensure that contractor procedures assign responsibilities and   describe the methods for performing prescribed tasks; address property management related terms and conditions; have adequate management control measures such as statistical process controls that define and manage normal process variation (as applicable).

        10.3.4. Perform process risk assessment (do) of the process outcomes identified in FAR 52.245-1, Government Property, and any other applicable property-related contract terms and conditions.  

        10.3.5. Perform annual on-site reviews of records, storage, utilization and physical inventories processes (at a minimum) if sensitive property is involved.  Less frequent reviews or reviews not performed on-site (for contract closeout purposes for example) require the approval of the PA’s supervisor.
    
        10.3.6. Isolate and analyze root causes, determine relationships to other risks, and express in terms of probability and consequences.  This includes both qualitative and quantitative analyses.  

        10.3.7. Perform (check) sufficient testing of the following process outcomes as applicable:

· Acquisition {hyperlink}
· Receiving {hyperlink}
· Records {hyperlink}
· Physical Inventory {hyperlink}
· Subcontractor Control {hyperlink}
· Utilization {hyperlink}
· Storage {hyperlink}
· Consumption {hyperlink}
· Maintenance {hyperlink}
· Disposition/Contract Close-out {hyperlink}
· Scrap Processing {hyperlink}
· Reports {hyperlink}

        10.3.8. Validate (act) the alignment and consistency of the results of testing against the contractor’s written procedures.  

    10.4. Limited PMSA. The PA shall:
    
        10.4.1. Develop a series of questions covering each required element of the contractor’s property management system; interview the contractor to determine whether the contractor is complying with the contract terms and conditions.  

        10.4.2. Validate/evaluate the results of the interview by obtaining samples of relevant documents such as receiving reports.  

        10.4.3. Document in a memorandum for the record:
· The list of the questions that were developed for each required element of the contractor’s property management system; and the contractor’s responses
· Documentation to support the adequacy and accuracy of the contractor’s response 
· Rationale for adequacy or inadequacy determinations for each required element of the contractor’s property management system
        10.4.4. Conduct a Standard PMSA if the Limited analysis reveals potential deficiencies.  In lieu of a Standard PMSA, however, the PA may conduct a site visit to resolve the issue(s).  
        10.4.5. Manage deficiencies in the same manner as Standard Analyses Managerial personnel are required to attend the in-brief and out-brief; property system reviews are important events of the contract life-cycle. Other specialists that will participate in the review of relevant processes, such Safety Specialist to review the storage of hazardous items, should also attend.
11. Establish Sampling Plan. 

    11.2. Statistical Sampling.  Sampling is a tool that supports, not supplants, the PA's judgment.  Provided the number of transactions or records is large enough to allow a statistically valid sample to be obtained, random sampling is the preferred surveillance method, because it is an efficient way to obtain an unbiased, comprehensive evaluation of contractor performance.  In all cases, populations should encompass the maximum number of items possible within a process segment that have common characteristics.  The PA shall:

        11.2.1. Develop a sampling plan appropriate for testing the contractor’s system based on the following:

            11.2.1.1. 97% confidence level (defects of 3 percent or more, if they exist 97% of the time).  97% confidence levels may be used for transaction testing of processes requiring a high degree of accuracy.  

            11.2.1.2. 95% confidence level (defects of 5 percent or more, if they exist, 95 percent of the time).  95% confidence levels may be used for transaction testing of processes requiring a moderate to high degree of accuracy.

            11.2.1.3. 90% confidence level (defects of 10 percent or more, if they exist, 90 percent of the time).  90% confidence levels are suitable for transaction testing of most contractor property management processes.
           
            11.2.1.4. Less than 90% confidence level.  Though rarely used, confidence levels of less than 90% may be appropriate for clearly low risk processes.  The sample size generator at http://www.raosoft.com/samplesize.html may be used for this purpose.  

            11.2.1.5. Judgment sampling: the process by which a number of items or areas are selected from the population for analysis without meeting the random selection and sample size criteria. Judgment sampling is useful for process segments that do not lend themselves to any other methods of sampling.  For example, when reviewing the contractor's operation from a property to records (“floor to book”) perspective. 
 
            11.2.1.6. Purposive sampling: the process by which known, suspected or reported conditions of a critical or substantial nature are used to select areas, items or actions for review to determine their potential adverse impact.  

        11.2.2. Document the plan in the PMSA work papers.  

        11.2.3. Draw samples as follows:

            11.2.3.1. For transactional processes, the population shall consist of the universe of total transactions occurring in the past year (365 days) days (in other words, 365 days prior to the start of the PMSA) or since the prior PMSA, whichever is less, in order to obtain a sufficient number of samples.

            11.2.3.2. For non-transactional processes, the population shall consist of the total number non-transactional attributes.  In the case of storage (which is not transaction based), for example, the population would consist of all storage sites.
  
        11.2.4. Analyze defects from both a quantitative and qualitative perspective, i.e., the significance and/or materiality of the defects (notwithstanding that established statistical sampling tables provide acceptance and rejection rates for set populations).

12. Conduct Entrance Conference.  For Standard PMSAs, the PA shall:

    12.1. Inform the contractor of the scope of review and the timeline for completion.  

    12.2. Establish with the contractor a mutual understanding of sampling procedures to be used.  However, no prior commitment should be made regarding sample reliability.  

    12.3. Discuss the status of any unresolved deficiencies, contractor proposed changes to the property management system, deficiencies identified by the contractor through self-assessments or other internal reviews, and any and all related corrective actions.

13. Identify, Assess, and Resolve Contractor Deficiencies.  The PA shall:

    13.1. Assess the significance of any deficiencies identified during the PMSA or from other reviews and audits; determine if the deficiencies are significant and/or systemic.
    13.2. Notify the contractor of any deficiency (FAR 45.105(b)) in writing as soon as the deficiency is discovered; bring significant/systemic deficiencies to the attention of the contractor’s managerial personnel (as defined in FAR 45.101).

    13.3. Request the contractor provide a corrective action plan and a schedule for its completion; the corrective action plan shall include a root cause analysis of each deficiency,
    13.4. Allow the contractor a reasonable amount of time to complete all corrective actions.  Contractors requiring more than 60 days (from the date of the system status letter, see paragraph 15) to complete all corrective actions require Property Team Leader approval (for PMSAs under the cognizance of the Property Division).  PMSAs under DCMAI require OCONUS Contract Management Office (CMO) approval.  PMSAs under DCMAS require CMO Contracts Director approval.  

    13.5. Ensure contractor corrective actions are meaningful and adequate.

    13.6. Provide copies of all correspondence to the ACO and, if appropriate, the Procuring Contracting Officer and requiring activity/program manager.     

    13.7. Ensure PMSA documentation provides a clear understanding of the work performed and its conclusions.

    13.8. Revise/reaffirm contractor risk rating.

14.  Conduct Exit Conference.  For Standard PMSAs, the PA shall:
    14.1. Conduct an exit conference to inform the contractor of the results of the review.  
    14.2. Invite Contractor managerial personnel and the ACO to exit conferences concerning significant deficiencies.  If disposition issues are involved, PAs shall invite the Plant Clearance Officer (PLCO).  
    14.3. Note actions already taken by the contractor, if any, to resolve or correct deficiencies.  
    14.4. Document the results of the exit conference in the PMSA file.  
[bookmark: 8.]15.  Prepare and Send a System Status Letter.  Upon completion of the PMSA, formally notify the contractor of the findings and conclusions (adequate or inadequate).  For Standard PMSAs, PAs shall send the system status letter within 10 days of the exit conference.  
16.  Revise/Reaffirm Contractor Risk Rating.  The PA shall revise or reaffirm, as appropriate, the contractor’s risk rating–within 10 days of completing the PMSA.
18. Update MOCAS/DPADS.  Within 10 days of completing the PMSA, the PA shall update “Function B – Property Control System Data” and “Function C – Government Property in Custody of Contractor Data (see http://mocasbb.dcma.mil/MOCAS), including the date completed, system status, inadequate processes, next scheduled review, current quantities and dollar values and current risk rating, i.e., High/Moderate/Low.  PAs assigned to DCMAI or DCMAS that do not use MOCAS shall use manual logs or records to document completion of the PMSA.

***	
Property risk management is organized by process outcomes in this section, under the task (5) Establish Property Audit Objectives. The PMSA is conducted to examine the data to support an objective analysis of the applicable processes for all contracts at the contractor’s facility. The processes that apply in most cases are: Management, Receiving, Records, Use and Close-out. The contractor’s written plan only needs to address what is applicable. 
DEFENSE ACQUISITION GUIDEBOOK, POLICIES, DIRECTIVES, REGULATIONS, LAWS:
Post-award: FAR Subpart 52.245-1 Government Property (b) Property management. 
[bookmark: wp1156897](1) The Contractor shall have a system to manage (control, use, preserve, protect, repair and maintain) Government property in its possession. The system shall be adequate to satisfy the requirements of this clause. In doing so, the Contractor shall initiate and maintain the processes, systems, procedures, records, and methodologies necessary for effective control of Government property, consistent with voluntary consensus standards and/or industry-leading practices and standards (l) Communication. All communications under this clause shall be in writing. 

DCMA Guidebook Section 1
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APPENDIX B 2
95% CONFIDENCE DOUBLE SAMPLING PLAN

(95% confidence of rejecting lots having 10% or more defects)




APPENDIX B 3
97% CONFIDENCE DOUBLE SAMPLING PLAN

(97% confidence of rejecting lots having 10% or more defects)
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Accept if sum of Defects in Samples 1 and 2 Equals or is Less Than
	 

Reject if Sum of Defects in Samples 1 and 2 Equals or Exceeds
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BEST PRACTICES, LESSONS LEARNED, STORIES, GUIDES, HANDBOOKS, TEMPLATES, EXAMPLES, TOOL:

Suggestions and contributions are requested

COMMUNITIES OF PRACTICE:
Government Property

TRAINING RESOURCES: 
TBD

RELATED ARTICLES: 
Suggestions and contributions are requested



