DoD Financial Management Regulation Volume 12, Chapter 7

CHAPTER 7

FINANCIAL LIABILITY FOR
GOVERNMENT PROPERTY LOST, DAMAGED OR DESTROYED

0701 OVERVIEW

070101. Purpose.This Chapter provides for themplementation of policies and
responsibilities outlined iMDoD Directive 7200.11,“Liability for Government Property.ost,
Damaged, or Destroyed.” This Chapter prescribes how to:

A. Account for loss, damage, or destruction of Government property,
determinethe amount offinancial liability of those found to beesponsiblefor such financial
losses, provideelief from accountabilityand establisidebts resulting fronthe assessment of
financial liability.

B. Inquire, research, and investigdiee causes of the loss, damage, or
destruction of Government property.

C. Assessfinancial liability with regect to lost, damagednd destroyed
Government property.

D. Initiate DD Form 200, “Financial Liability Investigation of Property Loss.”
070102. Responsibilities
A. Under Secretary of Defense (Comptroller). The Under Secretary of

Defense (Comptroller) is responsibfer financial policies regarding financial liability for
government property lost, damaged or destroyed.

B. DoD Components. Th®oD Componentsshall ensure that th@olicies
and procedures of this Chapter are implemented and are responsible for the following:

1. Determining and assessitige amount ofinancial liability of those
responsible for such losses;

2. Mitigation or reduction of, orelief from, financial liability in
appropriate cases;

3. Establishing debts resulting fraitme assessment fahancial liability
and refer them for appropriate collection action.
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0702 GENERAL REQUIREMENTS

070201. Purpose. This section prescribes general requirements regarding
accounting for lost, damaged, or destroyed Government property.

070202. Minimum Requirements. Based othe policies established in DoD
Directive 7200.11, the following minimum requirements must be addressed:

A. Investigation. Investigate to ascertain the cause of the loss, damage, or
destruction.
B. Proximate Cause. Determination of whether the loss, damage, or

destruction was proximately caused by an individual’s negligence or abuse.
C. Adjustment. Adjustment of accountable records.

D. Administration.  Administration of a system to determine whether a
responsible party should be held financially liable for a loss.

070203. INITIATION OF INQUIRIES

A. General. An inquiry shall be initiated immediatelifer discovery of the
loss, damage, or destructiofhis inquiry shall be an informg@roceeding designed to determine
the facts and circumstancesading tothe loss, damage, or destruction. The approving authority
is responsiblgor establishingprocedures andesignating a person ftaitiate andconduct the
inquiry. The person conducting tlequiry shall be responsibfer completing blocks 1. through
11. of the DDForm 200, agdescribed in sectio@706. At aminimum, this inquiry should
identify:

1. What happened.

2. How it happened.
3. Where it happened.
4, Who was involved.
5. When it happened.

6. Any evidence of negligencewillful misconduct, or deliberate
unauthorized use or disposition of the property.
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B. Evidence of Negligence

1. When inquiring into the loss, damage, or destruction of government
property, thdirst consideration is whether there isd®ance of negligence. Some questions to be
asked are:“Would a reasonablyprudentindividual haveacted inthis manner?” “Werdhere
procedures governing the use of thmperty, and werghey followed?” “Whatwere the
circumstanceshat existed wherthe lossactually occurred?” “Was the individual onthe job?”

For example, if a dumpruck is parked on amcline, areasonable person would be expected to
set thehand brake and leavke vehicle inpark. Using blocksunder thewheels might or might

not berequired. If thandividual failed toset the brake and/or ubécks under thevheels and

the truckrolled down theincline and was damaged, this could be considered evidence of
negligence. A reasonably prudent person would be expected to take precautions.

2. With respect to loss, damage, or destruction of government
quarters bymilitary personnel, a distinction between simple @undssnegligence is needed.
Evidence of simple or gross negligence depends on the conductraditidual. If the individual
failed to exerciseprecautions or good judgment, then simple negligence applies. If the
individual's conduct was characterized by a reckless, deliberate, or wanton disregard of
foreseeable consequences, tigeossnegligence applies. Evidence of whetherpdaror gross
negligence was the proximate cause of the loss or damage is based on the tacisras@nces
and shall be documented during the inquiry process.

C. Unrecorded Property. The requirementshid chaptemapply whether or
not the Government property is recorded on an accountable record.

D. LosseslInvolving a Shortage ofPublic Funds. Proceeds of sales of
property orservicesnot yet deposited with ®oD disbursing officerare considered accountable
property and are subject to the policies and procedures in this chapter.

E. Exceptions

1. Motor vehicle accident investigatiorreports may be used to
document aninquiry. However,when the documentatiomlearly indicateshat negligence or
abuse is involved, or if alaim against the Government gossible, a DD Forn200 shall be
prepared.

2. Item discrepanciesattributed to shippers and transportation
discrepanciesttributed to carriers are processed egypbrtedaccording to “Reporting of Item
and Packaging Discrepancies,” (Non-FMS) and “Processing Discrepancy Reports Against Foreign
Military Sales Shipments(FMS), and “Reporting of Transportatiiscrepancies in Shipments.”
However, item discrepancyreports should be reviewed and evaluated to determine if the
circumstances of the loss or damage appear to have been camsggidgnce of abuse by DoD
personnel. If so, a DD Form 200 shall be prepared.
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F. DD Form 200. A DD Form 200 is used to document the facts and
circumstances of the loss. (A DD Form 20@as required when amdividual voluntarily makes
restitution to the government for the full amount of the loss and a controlled item is not involved.)

070204. VoluntaryPayments. Individualsnay voluntarily choose topay the
government for lost, damaged, or destroyed government prag@ytyimeprior to involuntary
collection from their pay. Individuals offerinpe payment do so on theown volition. The
government doesot seekany advantage or foreganyright by accepting a voluntary payment.
An individual cannot be coerced or threatened with adverse actmayrment isnot voluntarily
made. Individuals must be madeare of theeffect of making a voluntary paymenthatis, it
maynot belater withdrawn, avenues foelief will no longer beavailable, and voluntary payment
does notprecludeother administrative or disciplinanaction contemplated by andividual's
commander. Individuals offering to pay in excess of basidgragne month bynilitary members
or one twelfth of annual pay by civilian employees must be made aware that their liability may be a
lesser assessment as a result of an investigation. Voluntary paymagritemade in cash or by
payroll deduction.

070205. Review. After accountable and/or responsible officers have completed
their inquiry, the DD Form 200shall besent to the appointing authority for review. The
appointing authorityshall determine if afinancial liability officer or financialliability board is
needed to conduct anvestigation. The general criteria for appointinfinancial liability officer
is in paragraph 070402.A. The criteria for appointinfjnancial liability officer for inventory
losses is in paragraph 07080kegal officialsand themember's commander must be consulted
before statements are taken franyone ifthere is a suspectedblation of the Uniform Code of
Military Justice (10 U.S.C. Chapter 47).

070206. Financial Liability Officer Investigations. The appointing authority may
appoint afinancial liability officer to determine whethehe facts and circumstancespport the
findings and recommendations of timelividual completingblocks 9. andlO. on the DDForm
200. Qualifications, duties, andesponsibilities of financialiability officers are discussed in
section 0704.

070207. Financial LiabilityBoard. Theappointing authoritynayappoint afinancial
liability board in lieu of anofficer. The reasons for appointment ofbaard include the
complexity, size, or unique type of lodge tonegligence or abuse. The composition, objectives,
and functions of the board are discussed in section 0705.

070208. Determination of Financial Loss

A. Computation of Financial Loss. A documented computation of the
financial loss to the governmesttall bemade wherthere is evidence to dicate that théoss was
proximately caused by negligence or abuse.
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1. When damaged property tems can be repairegtonomically or
restored incondition tothatimmediatelyprior to the loss, the loss to the governmemill be
based on the cost of repair or restoration. If the costair orrestore the propertgxceeds the
cost toreplace the property, thHess to the governmershall be asdetermined in paragraph,
070208.A.2, below.

2. When property is lost, damaged, or destrogegond economical
repair, and the property mot replaceablethe amount of the losshall bethe fair market value of
the propertymmediatelybefore the loss. When a fair marketuecannotreadily be determined,
the amounshall bethe acquisitioncost or standargrice, adjusted for depreciation based on the
specified depreciatioperiod for suchtem or if such geriod hasot beerspecified, based on its
estimated usefulife. Depreciation shall be computed using the straight line method of
depreciation. In no case should property be depreciated below itsvattrapFor property that
is damaged beyond economical reptie scrap osalvage value ahe propertyshall beused to
reduce the loss to the government.

B. Liability. Financial liability of individuals isbased on the actual loss to the
government, as computed in paragraph 070208.A, above. Witdity is limited by the
individual's rate of pay (see DoDDirective 7200.11), the amount of the actlaks to the
governmentstill is computed. However, in such cases, tihancial liability of the individual
either is the actual amount of the loss or lthtation based upothe rate ofpay, whichever is
less.

C. CollectiveLiability. If more than onéndividual isfound liable financially
for the loss, damage, or destruction of government propertyndivduals shall be collectively
liable for the loss to the government, subject to kih@tations in DoD Directive 7200.11.
Because the government cannot collect more thartotfa¢ amount ofassessediability, the
approving authority who assesstthncial liability will decide howmuch to collect from each
individual. Amongthe factors to be considered in taking collection actremfeachliable
individual are the degree of eaamdividual's responsibilityfor the loss, damage, or destruction
and the ability to collect for the loss from the responsible individual.

0702009. Notification and ExaminatiolVhen financialiability is recommended, the
individual shall be notifiedand given the opportunity to examine the findings and
recommendations, obtain representation, make a rebuttal statement, and grgsaitigating
factors that may have contributed to the negligence or abuse. If damage to government housing is
involved, an individuaklso shall be giverthe opportunity to request a wear of the financial
liability, as stated in DoD 4165.63-M, “DoD Housing Management.”

0703 APPROVING AND APPOINTING AUTHORITY

070301. Duties and Responsibilities
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A. Approving Authority. DoD Component regulationshall designate who
may be anapproving authority. The approving authorityssponsibilitiesmay bedelegated:;
however, the delegations must be in writing. The approving authoritynsgoact as the
appointing authority or designate an appointing authority in writing. The approving authority
shall:

1. Designate an appointing authority, when needed.

2. Disqualify himself orherself when a conflict ahterest ispossible
because the loss relates to property for which he or she is responsible and/or accountable.

3. Establishprocedures and designate a persomit@te andconduct
an inquiry immediatelyafter the loss, damage, or destruction is discovered (see paragraph
070203.A).

4, Ensure thaall DD Forms 200 received are accurate and complete.
Evaluate each DD Form 200 and either approve recommendations to fesssesal liability or
relieve thoseinvolved from liability, responsibility olccountability. The approving authority
approves or disapprove#f DD Forms 200, regardless dbllar value, unless otherwise delegated
in writing.

5. Ensure thaall gains and losses whichquire a formal investigation
are promptly and thoroughly investigated. Hystem used tprocess DD Forms 200 must be
frequently reviewed to evaluate the accuracy and timeliness of the investigations.

6. Ensure that DFForms 200 ar@nitiated, processed and adjudicated
within the time limits that may be established by the DoD Components.

7. Require, ifdelaysoccur in theinitiating or processing of a DD
Form 200, a writterexplanation ofthe reason for thelelay andtake appropriate corrective
actions.

8. Ensure that persofeldfinancially liableare sonotified, informed
of their rights (including waiver rights if Government housing is involved), and given the
opportunity to inspect and copy the DD Form 200.

9. Personally evaluate each DD Fo2®0 whenthere is evidence of
negligence or abuse.

10. Determine whether to delegate ttoe appointing authority the

authority to approve or disapprove a DD Form 2@@nthere is no evidence ofegligence or
abuse.
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11. Ensure, whenfinancial liability is recommended, or when
recommendations appear to be inconsistent Wittings, that ajudge advocate ocivilian
attorney has reviewetthe findings and provided awpinion onthe adequacy of evidence and its
relationship tathe findings and recommendation$his legal review shall be included part of
the recordwith the DD Form 200 and completed befdiral action is taken by the approving
authority.

12. Ensure that corrections affiy attestecentries are properlyitialed
and documented.

13. Overrule, when appropriate, the recommendations of the appointing
authority and thdinancial liability officer. When this action results the assessment bihancial
liability, the individuals not previously recommendeidr liability shall beadvised of their rights
and afforded an opportunity to exercise their rights.

14. Formally notify individualsagainst whom he or she has approved
financial liability.

B. Appointing Authority. The appointing authority is designated in writing by
the approving authority. The approving authority aisay act asappointing authority. The
appointing authority is responsible for the following tasks:

1. Appoint a financial liability officer, if needed.

2. Appoint a board in lieu of fnancial liability officer to conduct the
investigation, if warranted. Reasons éonsidering appointment oft@ardinclude complexity,
size, or unique type of loss due to negligence or abuse. (See section 0705.)

3. Provide administrative guidance ttoe financial liability officer or
the board.

4. Review DD Forms200 for accuracy and@ompliance with this
Regulation.

5. Approve or disapprove the recommendations of fihancial

liability officer or the board, and forward personal recommendations to the approving authority.

6. Approve or disapprove DD Forms 2@Menthere is noevidence
of negligence or abuse and authorization has been delegated in writing by the approving authority.
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7. Approve or disapprove DD Forms 2@fhen the gain or loss of
inventory items is less than $100,000 and authorization has been delegated in writing by the
approving authority.

070302. Summary. The appointing and approving authorities mast on the DD
Form 200 once amdividual has been properly notified and givére opportunity to respond to
the findings. Failure of involved individuals tespond to recommendationsfio&ancial liability is
not asufficientreason todelaythe approval process if thedividuals were given a reasonable
opportunity to reply, as discussed in paragraph 070404.B.10.

0704 FINANCIAL LIABILITY OFFICER QUALIFICATION AND RESPONSIBILITIES

070401. PurposeThis section contains policies regardihg qualifications, duties,
and responsibilities ofindividuals appointed to conduct amnvestigation and determine
responsibilityfor lost, damaged or destroyed property listed on DD F@d@s This section is
concerned with criteria to determine whetheffirmancial liability officer is required to be
appointed, whanay beappointed as &nancial liability officer, andthe duties andesponsibilities
of that individual. A financial liabilityofficer’s findings and recommendatioase administrative,
not judicial; therefore, the reports amgurely advisory;the opinions donot constitutefinal
determinations or legal judgments; ghd recommendations anet binding uponappointing and
approving authorities.

070402. Criteria

A. Appointment of Financial Liability Officer. The appointing authority
should appoint a financial liability officer to conduct a formal investigation when:

1. Recommended by an accountable officer.
2. Directed by higher authority.

3. Deemed appropriate by the appointing authoféyg., repetitive
losses, evidence of negligence or abuse or large dollar losses).

B. Financial Liability OfficerDuty. Unless operational requiremerctsarly
dictate otherwise, Bnancial liability officer shallperform this function as a primaduty until the
investigation has been completed.

070403. Financial Liability Officer Qualifications

A. Selection Criteria. Ainancial liability officer is selected based on training,
experience, competence, and ability to conduct independent and objective investigations.
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B. PersonsEligible. The financial liability officer shall be a commissioned
officer; warrantofficer; enlisted member ithe grade of E-7, E-8, or E-9; orcavilian employee
GS-07, or above. Thenancial liability officer shall normally besenior to thendividuals directly
involved in the discrepancy.

C. Use of Reserve Component Personnel. Reserve Commpanemissioned
officers, warrant officers, angoncommissioned officers grades E-7, E-8, or E4®90t onactive
duty may serve as financial liability officers during Reserve training sessions.

D. Relationship toProperty. Any person who is accountable or respoles
for, or in any way directly interested in, the property being investigatedreltdieappointed as a
financial liability officer.

070404. FINANCIAL LIABILITY OFFICER RESPONSIBILITIES AND
DUTIES
A. General
1. The primary purpose of the DD Form 200 is tdetermine

responsibility for lost, damaged or destroyed property. To determine such responsibilifgts
contributing to the loss, damage or destruction must be developed by investigation.

a. The invedigation may establishthe fact thatsome other
individual is atfault. Thefinancial liability officer shallnot limit the investigation toverifying
statements of interested parties. Rather, the financial liability officer shall perform an investigation
as thoroughly as is needed,his orher opinion, to ensurthat all facts arefully developed, the
interests of the government dtdly served, and the rights of tlevolved individualsare fully
protected.

b. An investigation is required to @emine where
responsibility and/oriability belongs without regard to therelationship ofthe resporible
individual tothe property. As aaxample, actions bghe accountablefficer, responsible officer,
or property receipt holder should be investigated as well as actions of the users of the property.

2. The investigatiortonducted by thdinancial liability officer is the
critical phase othe process. Thinancial liability officer should determinéhe actual facts, not
as allegedut asthey actuallyoccurred. Thdinancial liability officer's recommendationshall be
evaluated in succeeding reviewberefore, the recommendations must dupported by the
findings and conclusions.

3. The financial liability officer should be able to make a determination

from the findings anatonclusions as thow the loss or damagecurred and whetheregligence
or abuse was involved.
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4. After recording the findings and conclusions, tinancial liability
officer should make recommendations based on pobat#forth inthis Regulation. Thénancial
liability officer shall recommend whether to assess financial liability.

5. A function ofthe financial liability officer is to afford toanyperson
whose conduct or performance of datgy besubject toinquiry or who has a direct interest in
the inquiry an opportunity to have their position considered, as described in paragraph
070404.B.10, below.

B. Conducting an Investigation. Financial liability officers shallconduct
investigations promptly. Theghall informthe appointing authoritymmediately of all delays
experienced. In conducting the investigation, the financial liability officer shall personally:

1. Scrutinize all available evidence.
_ 2. Interview witnesses and secure statements frodividuals
concerning:
a. The cause of the loss or damage.
b. The responsibility for the loss or damage.
3. Compile evidence substantiating or refutamy statement in block

9. of the DD Form 200.

4, Physically examinéhe damagedoroperty,when available, and then
release it for repair or disposal. This should be done on the first day of his or her appointment.

5. Consult the appointing authority for guidance, when needed.

6. Determinethe amount of damage as described in paragraph
070208.A., if the propertyhas been damaged. This valmay bethe cost ofrepairs or an
estimate of the repairs obtaingdrh technical manuals atherreliable sources. Determine the
value ofthe propertymmediatelybefore its damage if the propertynist economically reparable.
The accountable officer may be asked to assist if he or she has not been directly involved.

7. Ensure that action is taken eég@ercise controbver the property if
the property is recovered during the investigation.

8. Ensure that the total loss to the Government is computed correctly.
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9. Coordinate actions with theaims investigating officewhen the
investigationmay cover loss, damage or destruction of government propleatyis being, has
been, orshall beinvestigated because of attendant events dgims investigatingfficer. This
includes cases whemailitary personnel orcivilian employees, while driving @rivate vehicle,
damage government property and have insurance to pay for part of the loss.

10.  Adhere to the following requirements:

a. Give any individualagainst whom thefinancial liability
officer makes dinding of financial liability achance to examinee report ofinvestigation after
the findings and recommendations have been recorded.

b. Give theindividual beingrecommended fdinancial liability
the opportunity to make a statement.

C. Inform the individual that his or her statementay beused
againsthim or her with regard tdinancial liability and other administrative andlisciplinary
actions.

d. Fully consider and attach as exhibit tothe DD Form 200
any statement made by the individual(s).

e. Ensure that thimdividual beingrecommended fopossible
financial liability isaware ofhis or her rights under chapt&0, “Debt Collection by Involuntary
Salary and Administrative Offset,” of Volume 5 of this Regulation.

f. Request the individual to acknowledge his or her
understanding of these rights by completing block 16. of the DD Form 200.

g. If appropriate, prepare a statement that thaividual
recommended foliability refused to sign blockR7. of the DDForm 200 aftetbeing given the
opportunity.

h. Mail a copy ofthefindings, recommendations, and evidence
to the person against whofimancial liability is recommended by certifiethail with a return
receipt requestedshenthe person is noteadily available. For example,the persormay have
been transferred or separated from one of the Military Services.

(1) A full explanation ofthe person’s rightshall be
included and a reply shall be requested.
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(2) If the reply isnot received within 30 dayafter the
date of nailing, the financial liability officer shallrecordthis fact andake action to coplete the
DD Form 200. The record shall be included in, or appended to, the DD Form 200.

3 Any reply received subsequent tioe expiration of
30 days shall béorwarded through theame channels @ise DD Form 200 for attachment to the
original DD Form 200.

I. Consider any new evidence received after a
recommendation has been made. tHé financial recommendations remain unchanged, the
financial liability officer shallnote that the addedvidence was considered astall provide a
rationale for nothangingthe decision(e.g., nonew evidence othe matters do natvercome the
evidence supportinghe original recommendations.The notationshall be on alkcopies of the
reportimmediately followingthe original recommendation. the financial liability officer makes
a change in theriginal recommendations becausetlud newevidence the officer shallrecord
such change as “Amended Recommendations.” These recommendations shoeddrted
immediately after the original recommendations.

0705 PURPOSE, APPOINTMENT, COMPOSITION, AND FUNCTIONS OF A FINANCIAL
LIABILITY BOARD

070501. Purpose. Anancial liability boardmay beappointed by theppointing
authority for thespecific purpose of conducting thiavestigation. Theprimary purpose of a
financial liability board is to provide the appointing and approving authorities with adequate
information upon which to assekability or relievethe involved individualfrom liability for the
loss, damage or destruction of governmenuperty. A board provides more resourtest an
officer to investigate lossethat are largecomplex, or unique. Financial liability boards are
administrative,not judicial. Therefore, theireports areourely advisory, their opinions do not
constitutefinal determinations or legal judgments, and their recommendagiesotbinding
upon appointing and approving authorities. The bonachbers will establisappropriate board
procedures, such as voting, work priorities, and etc.

070502. Appointment and Composition

A. Selection. Thenembers of a financidibbility board are selected based on
training, experience, competence, adity to conduct independent amtbjective investigations.
The seniomember normally shall beéesignated as the Chair. The appointing authehall not
appoint anindividual who was or is accountable oesponsible, or has direct interest in the
property, including a financial liability officer who may have previously investigated the loss of the

property.
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B. Composition. Thdinancial liability boardmembers shall be commissioned
officers; warrantofficers; enlisted members grades E-7, E-8, or E-9; aivilian employees GS-
07, or above. The boafthair and a majority adhe boardshall normally besenior in rank to the
persons directly involved.

C. Use of Reserve Component Personnekoérce offinancial liability board
members is Resen@omponent commissioned officergarrantofficers; and enlisted members in
grades E-7, E-8, or E-9 during their Reserve training sessions.

070503. Functions. Théllowing are specific functions of dinancial liability
board:

A. Primary Function. The primary function of dinancial liability board is to
research, developssemblerecordand analyzall availableinformation relative tdhe loss. The
board is required to formulate awbbarly express consistent findings of facts, conclusions, and
recommendations.

B. Collateral Function. A collateral function dfe financial liability board,
especially whemequested by the appointing authority, is to affoteearing to anyperson whose
conduct or performance of duty may be subject to inquiry or who has direct interest in the inquiry.

070504. Final Action by theFinancial LiabilityBoard. The boar€hair completes
his or her action on the DD Form 200 asfthancial liability officer and recommendslief from,
responsibility, or assessment of financial liability.

0706 PREPARATION OF DD FORM 200

070601. Purpose. The purposetbis section is to provide instructions for the
preparation of the DD Form 206inancial Liability Investigation of Property Loss.Table 7-1
provides an example of a completed DD F@®®. The DD Form 200 is used to document the
financial liability process for lost, damaged or destroyed Government property. When completed,
the DD Form 200 is thefficial document to support thestablishment of debts, relief from
accountability, and adjustment of property records, supply system stock and financial records.

070602. Instructions for Preparation
A. Date Initiated. Self-explanatory.
B. Inquiry and/or Investigation Number. Number assignedh inquiry

and/or investigation in accordance with DoD Component instructions.

C. Date Loss Discovered. Self-explanatory.
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D. National Stock Number (NSN). Enter the NSN(s)manufacturer’'spart
number, orother identification number(s), in numericaequence. Ihot applicable,enter the
word “none.”

E. Item Description. Enter thenomenclature of the item(shicluding any
serial number(s), model number(s), controlled inventory item, etc. If the iteomssandardgive
a brief description sufficienfor identification. If only aportion of an endtem is damaged,
describethe enditem, fully, then describ¢he damagegbarts. Ifadditional space is needed, a
continuation sheet may be used.

F. Quantity. Enter thenumber of units and unit of issye.g., 1 each, 2
dozen, 5 pair, etc.).

G. Unit Cost. Enter the cost peamit shown inofficial catalogs,supply
bulletins, or item records. The specific reference should be indicated for audit trail purposes.

H. Total Cost. Enter the total costaifunits of each article listed (block 6. x
block 7.).

l. Circumstances UndéWhich PropertyWasLost, Damaged, or Destroyed.
Enter a complete statement of the faetsludingthe dateand place otheincident. Include the
name,grade, and social securitbpumber(SSN) ofall persons directly involved. The statement
must answefive basicquestions of who, what, when, where and hddentify anyappropriate
contractnumber(s), transaction number(s), control number(s), etc. Addhasits anddentify
alphabetically within the block, as needed.

J. Actions Taken t&€orrectCircumstancefeported in Block 9and Prevent
Future Occurrences. Include recommended actions by the accountableesmbosible officer,
and if appropriate by the financial liability officer, to the appointing and approving authorities.

K. Individual Completing Blocks 1Through 10. Person conducting the

inquiry.

L. Responsible Officer and/or Reviewing Authority See definitions for
“Responsible Officer” and “Reviewing Authority.”

M. Appointing Authority. See section 0703 ardkfinition for “Appointing

Authority.”

N. Approving Authority. See section 0703 addfinition for “Approving

Authority.”
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O. Findingsand Recommendations dfe Financial Liability Officer. Enter
findings of thefinancial liability officer along with a recommendation regardirability of the
involved parties.

1. An indicationthat negligence orthe part of thandividual has not
been determined.

2. A recommendatiorthat the investigation be continued at some
future time because of extenuating circumstances.

3. Recommendation for corrective actions.

4, Recommendatiothat theindividuals involved inthe loss, damage,
or destruction berelieved of responsibilityfor the propertywhen negligencecannot be
established. State the facts on which the recommendations are based cdtrdpsionshall be
drawn fromavailablefacts,not opinions or suspicions. THmancial liability officer must sustain
or refute the statementsade in block 9. ofthe DD Form 200 andny other statements that are
part of the inquiry and/or investigation. Dot use stereotyped phrases sucH@ss or damaged
in manner stated.” Thinancial liability officer shallstate inhis orher own words how thioss
or damage occurred based on the evidence obtained by the investigation.

5. Include a computation of charges, as prbedr paragraph
070208.A. whenrecommending financial liability. The computation should show how
depreciation was calculated aotther factors used ideterminingthe loss, or reference should be
made tothe exhibit on whichthe computation is recorded. The results of the computakialh
be entered in block 15.b.

6. Describethe disposition of theroperty. Items thatdve been
classified as “uneconomically reparable” shall be turned thealesignated person (e.g.; property
custodian, accountable officer, or Defense Reutilization and Marketing Service) when released by
the financial liability officer or the appointing authorityvhen afinancial liability officer is not
appointed.

7. Recommendationshall beenteredimmediatelyafter thefindings.
The recommendation shall include:

a. Financial liability to beassessed aelief from responsibility
and accountability. Also, entéhis information in blockl5.d. For amilitary memberenter
monthly basic pay and for a civilian enter one-twelfth of the yearly salary.

b. Disposition instructions foany unserviceablproperty not
previously sent to the Defense Reutilization and Marketing Service.
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C. Stateclearly the full name,grade, SSNand the amount of
the charge, when recommending financial liability.

d. State if the DDForm 200may cover the loss, damage, or
destruction of property for which a claim is also being processed.

8. The recommendations must representogical and equitable
decision developed from the facts cited in the evidence and findings.

9. Sign the DD Form 200 in block 15.., at the end of the
recommendations. (See sections 0704 and 0705, and definition for “Financial Liability Officer.”)

P. Individual ChargedSee paragraph 070404.B.10. Enteblock 16.d., the
individual's nameand rank or gradeshenfinancial liability isassessed. Enter laock 16.e., that
individual’s SSN. Initiate collection action by forwarding a copy of the approved DD Form 200
by transmittal document to theervicing disbursing officer.All continuation sheets are to be
included andhe attachments arekhibits excluded.The approved DD Form 200 ssifficient to
hold a person financially liable and establish a debt.

Q. AccountableOfficer. Seedefinition. Record documenumbers used to
adjust property and financial records. All other blocks are self-explanatory.

0707 GOVERNMENT HOUSING LIABILITY

070701. Purpose.This section describes$e liability of military personnel for the
loss, damage, or destruction of government hou$amgly housing or unaccompanied personnel
housing). It describesiinimum requirements foassessindinancial liability when government
housing, including equipment or furnishindgerein, is lost, damaged or destroyed. Government
housing withinthe scope othis Chapteiincludesboth permanent and temporary quartstker
owned by, or controlled by, the U.S. Government.

070702. Policy

A. Determination of Proximate Cause. A member dflistary Service shall
be held liable tahe UnitedStates for the losslamage or destruction d&mily housing or an
unaccompanied personnel housing unit assigned to such member, including equipment and
furnishings therein, when a determination is m#as the lossdamage or destruction was
proximately caused bihe abuse onegligence othe member, a dependent thfe member, or a
guest either of the member or the member’s dependent.

B. Financial Liability of Military Members. Financiéfbility againstmilitary
personnel for loss, damage or destruction of Government houstigding equipment and
furnishings therein, is assesded the full amount of the loss if the loss, damage or destruction
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was proximately caused lgyossnegligence or abuseliability of military memberdor damage
to government housing and related equipment and furnishings is prescribed.B®.C02775 and
DoD 4165.63-M, “DoD Housing Management.”

C. Notification and Examination. Occupants who are assesstthncial
liability for loss of, or damageo, assigned government housislgall be notified iraccordance
with paragraph 070209. Awember’s failure taespondshall not preclude the governmefrom
completing a DD Form 200.

D. Determination of Negligence. Determinations must be made on whether
the loss or damage to Government housingprasimately caused byraple orgrossnegligence
or abuse of thenember,the member'sdependents, or guests of either. Such a determination
leads to the following considerations:

1. When the proximate cause of the loss or damage is determined to
be gross negligence or abuse, the financial liability of the member is the total amount of the loss to
the government. Whereraember’'sdependent or guest causel®ss or damage through gross
negligence or abuséhe member idully liable for the loss or damage if the mieenwas “on
notice” of the particular risknvolved andfailed to exerciseeasonableavailableopportunities to
prevent orimit the loss or damage. In tladsence of evidence the contrary, the ember is
presumed to have been “on notice”anfy risksattending theactivities offamily members and
guests on the premises.

2. Where simple negligence is determined to be the proximate cause of
the loss or damage, tfieancial liability of the member i$mited to anamount equal tdasic pay
for one month at theate ineffect atthetime ofthe loss, or the amount of the losdjichever is
less.

0708 SUPPLY SYSTEM MATERIEL

070801. Purpose.This section applies to personatoperty defined as “supply
system materiel” and contaipsocedures to be followedhen inventory losseare discovered.
The provisions of this chaptere applicable to allactivities accountabléor supply system
materiel including stock fund and other inventories (e.g., appropriated fund, industrial fund, etc.).

070802. Inventory. Physical inventorieshall betaken in accordance with the
provisions contained in this Regulation @D Instruction 4140.3%Physicallnventory Control
for DoD Supply System Material.”

A. Discrepancies. Despitbe safeguardsstablished bypoD Components in

the care andhaintenance of supply systestocks,discrepanciesnay occur betweestock record
balances and materiel istorage. These discrepancieare subject topostcountvalidation,
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preadjustment research, and causative research, as prescribed in cha@ebD74600.25-2-M
“Military Standard Transaction Reporting and Accounting Procedures (MILSTRAP).”

B. Adjustments. An adjustmeshall bemade tothe inventory andfinancial
records tobring those records intbalanceafter appropriate research. Care should be taken to
process the transactions correctly (e.g.isaneposted twiceshould becorrected by aeversal
(credit transaction)not as aloss of inventory). These types obrrecteddiscrepancies are
referred to as resolved discrepanci€ér unresolved inventory losses, an inventory adjustment
document or a DD Form 2Ghall beused to substantiate adjustitige inventory and accounting
records to the stock on hand and to provide relief from property accountability or responsibility.

C. Causative Research

1. Causative researchshall be conducted for all inventory
discrepancieshat meetany of the criteriaspecified inDoD 4000.25-2-M,“Military Standard
Transaction Reporting and Accounting Procedures (MILSTRAMGT inventory discrepancies
which donot meet theriteria for performing causative researchustification for adjusting the
inventory and accountingecords andelief from property accountability shall beprovided by
means of an inventory adjustment document in accordance with section D., below.

2. One of the purposes thfis research is to either establistiility or
provide relief from accountabilityfor the accountable and/oesponsible officer(sjor the loss,
damage or destruction of supply system materiel.

3. Another purpose of the research isdeiermine ifthe loss to the
government was proximately causedtbg negligence or abuse of individuals. If iwdividual
acceptsresponsibility for the loss, damage or destruction sfpply system materiel and
voluntarily reimburseshe government, a DD Form 200nst required. The collection voucher
may be used to adjust the financial and property records.

D. DD Form 200 Used in Substantiating Inventory Lasgustments. When
authorized, theeviewing authoritymay approvephysical inventoryadjustments equal to dess
than $50,000, when negligence or abuse is not evident or suspédted. negligence or abuse is
evident or suspectedhe reviewing authority initiates and fewards the DD Form 200 to the
appointing authority for action. THeancial liability investigationshall beused to substantiate
adjusting the stock record, and providing relief from property accountability.

070803. Resolved Inventory Losses
A. Accountability. The data developed bypostcount validation,

preadjustment research, and causative resealall be utlized to prepare correcting
documentation so that the inventory accounting systems may be updated. These adpistihents
be processed in accordance with this Regulation and DoD 4000.25-2-M.
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B. Statistics. This type afatashall be classified iaccordance with Chapter
7 of DoD 4000.25-2-M and the data accumulated to identify trends and problem areas.

070804. Unresolved Inventory Lossé#ilsat Do Not Meet the Criteria for an
Investigation

A. Accountability. Relief from property accountability and justificationthe
adjustment of thenventory and accountingecords to thénventory on hanghall beprovided by
means of an inventory adjustmeddcument. The detadatarequirements and procedures for
preparing and processing timventory adjustment documesttall be agprescribed in appropriate
DoD Component implementing documents.

B. Authority for Adjustment. If the cause or probable cause of the
discrepancy hasgot beerdetermined, and thdiscrepancyloes noqualify for causative research,
this paragraph shall be cited as authority for relieving the accountable officer of accountability.

C. Statistics. See paragraph 070803.B., above.

070805. Unresolved Inventory Losses - Causative Research Indicates No Personal
Responsibility

A. Accountability. See paragraph 070804.A., above.

B. Statistics. The type of inventory losseball be categorized and
accumulated by category tdentify trends and/or problem areas in accountingupply system
procedures in accordance with Chapter 7 of DoD 4000.25-2-M.

070806. Unresolved Inventory Losses - Causative Research Indicatiemnce of
Personal Responsibility

A. Method of Adjustment. Afinancial liability investigationshall beused to
supportadjustment of thénventory and accountingecords to the actuatventory on hand and
to relieve the accountable officer of accountability.

B. Statistics. See paragraph 070805.B., above.

070807. Criteria for an Investigation. #nancial liability investigationshall be
initiated onall unresolved inventory discrepancies for eatbck numberthat meetsany of the
following criteria:

A. Gains and losses of sensitive itefesg., drugsdesignated as controlled
substances and assignedotte offive schedules byhe Drug Enforcementgency, Department
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of Justice, under th€omprehensiv®rug Abuse, Prevention, and Control Act of 1970 and any
other druggesignated folocal control by theMedical TreatmentFacility Commander, precious
metals, hazardous materiel, small arms, ammunition, explosives) regardless of dollar value.

B. Gains and losses of classified items, regardless of dollar value.

C. Gains and losses of pilferable items when the unit price times the quantity is
equal to or greater than $2,500.00 for each stock number.

D. Any inventory loss whethere is anndication or suspicion of fraud, theft
or negligence.

E. Repetitive losses whehe cumulative dollar value afhe inventory losses
equals or exceeds the projected cost of the financial liability investigation.

F. Bulk petroleum when the loss exceeds the stated allowance.

070808. Procedures for an Investigation

A. Accountability andResponsibility. For unresolved inventory loss&ghich
meet the criteriget forth in paragraphs 070886d 070807, above, a DD Form 200 is required
to relieve accountable or responsible officers from responsibility, to substantiate adjustment of the
inventory and accountingecords to thanventory on hand, and tmentify problemareas or
trends for corrective actions. #ancial liability investigation should beonducted by a person
who is notdirectly supervised byhe accountable aresponsible officer. Ishall include, as a
minimum, the following actions:

1. Review and evaluate existingrocedures for their adequacy in
protecting property.

2. Determine compliance with prescribed regulations and procedures.

3. Determinaevho isinvolved and what responsibilities they hdneen
assigned.

4, Determine whether simple or gross negligence or abuse is evident.

5. Review of causative research conducted.

6. Determine the cause or the probable cause of the inventory loss.

7. Recommend actions to minimize recurrence of the inventory loss.

7-20



DoD Financial Management Regulation Volume 12, Chapter 7

B. Review the Adequacy of Procedures in Protecting Property

1. Physical Security Review. Determine i§torage facilities are
adequate to ensure propsafeguarding ofll items, especialljthoseitems that aresensitive,
classified, or subject to pilferagelhe review shouldnclude an evaluation of compliance with
regulatory requirements, procedures to determine degresesoeptibility of items tdheft or
pilferage, and lessons to be learned from losses that have been experienced.

2. Receipt, Storagand ShipmenProcedureRReview. Determine if
adequate procedures exist to prevent loss from thefiiltearage duringreceipt, storage, or
shipment. Thedegree of protection should be commensurate waiitutory and regulatory
requirements, the degree of susceptibility to theft or pilferage, and experienced losses.

C. Determine Procedur&ompliance. Determine the responsible persons
have complied with existingprocedures to protedtovernment property. Ithey have not
complied with the proceduresletermine if they failed to comply owere instructednot to
comply.

0709 PETROLEUM PRODUCT/LOSSES

070901. Loss Expectancy. Some lossesiaevoidable irthe handlingand storage
of volatile products. Thesksses can be controlled by management actiofimitothe rates of
loss for suclproducts so that standards am exceeded. Fdhis reason, Volumd, chapter 9,
of DoD 4140.25-M,“Management of Bulk PetroleunfProducts, Storageind Distribution
Facilities.” provides authorized loss allowances to accommodpteduct losses normally
expected. Losses are categorized as in-transit, operatindetamthinable. These categories are
defined in Volumdl, chapter 9, of DoD 4140.25-M. Howevemytrends, such as @attern of
losses within the allowable percentage, shall require further research and investigation.

070902. In-Transit Losses. Losses mioduct received atDoD activities are
allowable only wherthe actual loss iithin the authorized allowance. When a loss exceeds the
allowance, a portion of the lossnst allowable, andhe entire lossvill be reported aprescribed
in Volume Il, chapter 9, of DoD 4140.25-M.Causative research, as described in paragraph
070803.Cshall beperformed if there igny suspicion of negligence abuse on theart of U.S.
Government personnel who contributed to the loss.

070903. Operating Losses. Terminal operating &lssvances for various types of
petroleum products are preded in Volumell, chapter 9, of DoD 4140.25-M. When tloss
exceeds thetatedallowance, a portion of the lossnst allowable; andhe entire loss must be
researched and reported in accordance with the provisions in section 0708.
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070904. Determinable Losses. Loss&hich occurfrom determinable causes (such
as tank overflowsspills, pipelinebreaks,fire or unrecoverabléank bottom)can normally be
precluded or greatlyninimized byeffective management. These losskall be researched and
reported in accordance with section 0708 of this volume.
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FINANCIAL LIABILITY INVESTIGATION OF PROPERTY LOSS

FINANCIAL LIABILITY INVESTIGATION OF PROPERTY LOSS

PRIVACY ACT STATEMENT

AUTHORITY: 10 USC 136; 10 USC 2775; DoD Instruction ROUTINE USES: None.
7200.10; EO
. X DISCLOSURE: Voluntary; however, refusal to explain the

PRINCIPAL PURPOSE: To officially report the facts and circumstances f " d hich th " lost
supporting the assessment of financial charges gireumstances under whic & property was lost,
for the loss, damage, or destruction of damaged, or destroyed may be considered with
DoD-controlled property. The purpose of other factors in determining if an individual will be
soliciting the SSN is for positive identification. held financially liable.

1. DATE INITIATED (YYMMDD) 2. INQUIRY/INVESTIGATION NUMBER 3. DATE LOSS DISCOVERED (YYMMDD)

91020001 910101
4. NATIONAL STOCK NO. 5. ITEM DESCRIPTION 6. QUANTITY 7. UNIT COST 8. TOTAL COST
Note 1988 Ford Taurus 1 $4,000.00 $4,000.00
9. CIRCUMSTANCES UNDER WHICH PROPERTY WAS (X one/ LOST DAMAGED X | DESTROYED

(Attach additional pages as necessary)

Government vehicle was left unattended in a test firing range on December 31, 1990. See attached details.

10. ACTIONS TAKEN TO CORRECT CIRCUMSTANCES REPORTED IN BLOCK 9 AND PREVENT FUTURE OCCURRENCES (Attach Additional pages
as necessary)
Assessment of liability in the amount of the fair market value of the vehicle.

11. INDIVIDUAL COMPLETING BLOCKS 1 THROUGH 10
a. ORGANIZATIONAL ADDRESS (Unit Designation b. TYPED NAME (Last, First, Middle Initial) c. DSN NUMBER
Office Symbol, Base, State/Country, Zip Code) Smith, John .. 999-9999
Bureau of Naval Weapons d. SIGNATURE e. DATE SIGNED
‘WEPS-0112
‘Washington D.C.20360 910103
12. (X one) ‘ X | RESPONSIBLE OFFICER (PROPERTY RECORD ITEMS) ‘ ‘ REVIEWING AUTHORITY (SUPPLY SYSTEM STOCKS)
a. NEGLIGENCE OR ABUSE b. COMMENTS/RECOMMENDATIONS
EVIDENT/SUSPECTED
X one)
X JtiYes | [(2)No
c. ORGANIZATIONAL ADDRESS (Unit Designation d. TYPED NAME f(Last, First, Middfe Initial) e. DSN NUMBER
Office Symbol, Base, State/Country, Zip Code) Doe, John L
Bureau of Naval Weapons f. SIGNATURE g. DATE SIGNED
‘WEPS-0112 910104
‘Washington D.C.20360
13. APPOINTING AUTHORITY
a. RECOMMENDATION b. COMMENTS/RATIONALE c. FINANCIAL LIABILITY
(X one) OFFICER APPOINTED
X ‘ (1) Approve (X one)
‘ (2) Disapprove X | (1) Yes ‘ ‘ (2) No
d. ORGANIZATIONAL ADDRESS (Unit Designation e. TYPED NAME f(Last, First, Middfe Initial) f. DSN NUMBER
Office Symbol, Base, State/Country, Zip Code) Smith, Jane R 999-9999
g. SIGNATURE h. DATE SIGNED

Bureau of Naval Weapons
‘WEPS-0112 910113
‘Washington D.C.20360

14. APPROVING AUTHORITY

a. RECOMMENDATION b. COMMENTS/RATIONALE c. LEGAL REVIEW
(X one) COMPLETED IF REQUIRED
X ‘ (1) Approve (X one)
‘ (2) Disapprove (1) Yes ‘ X ‘ (2) No
d. ORGANIZATIONAL ADDRESS (Unit Designation e. TYPED NAME (Last, First, Middle Initial) . DSN NUMBER
Office Symbol, Base, State/Country, Zip Code) Doe, Jane R ' 999-9999
Bureau of Naval Weapons g. SIGNATURE h. DATE SIGNED
WEPS-0112
‘Washington D.C.20360 910114
DD FORM 200, FEB 91 (EG) FREVIOUS EDITIONS ARE OBSOLETE. Designed using Perform Pro, WHS/DIOR, Jun 84

Table 7-1

7-23



DoD Financial Management Regulation Volume 12, Chapter 7

FINANCIAL LIABILITY INVESTIGATION OF PROPERTY LOSS (CONT)

15. FINANCIAL LIABILITY OFFICER

a. FINDINGS AND RECOMMENDATIONS  (Attach additional pages as necessary)

Gross negligence was found. Recommend financial liability assessment equal to the fair market value of the vehicle.
See Attachments.

b. DOLLAR AMOUNT OF LOSS c. MONTHLY BASIC PAY d. RECOMMENDED FINANCIAL LIABILITY
$4000.00 $3000.00 $3000.00
e. ORGANIZATIONAL ADDRESS ( Unit Designation, f. TYPED NAME  (Last, First, Middle Initial) g. DSN NUMBER
Office Symbol, Base, State/County, Zip Code) Smith, Elliot R.
999-9999
Bureau of Naval Weapons h. DATE REPORT SUBMITTED TO APPOINTING i. DATE APPOINTED
WEPS-0112 AUTHORITY _ (YYMMDD) 910111 (YYMMDD) 910105
Washington D.C. 20360 j- [SIGNATURE k. DATE SIGNED
910111
16. INDIVIDUAL CHARGED
a. | HAVE EXAMINED THE FINDINGS AND RECOMMENDATIONS OF THE FINANCIAL LIABILITY OFFICER AND (X one)
(1) Submit the attached statement of X (2) Do notintend to make such a statement.
objection.
b. I HAVE BEEN INFORMED OF MY RIGHT TO LEGAL ADVICE. MY SIGNATURE IS NOT AN ADMISSION OF LIABILITY.
C. ORGANIZATIONAL ADDRESSQUnit Designation, d. TYPED NAME (Last, First, Middle Initial) e. SOCIAL SECURITY
Office Symbol, Base, State/County, Zip Code) Smith, William A. NUMBER
Bureau of Naval Weapons 111-11-1111
WEPS-0112
Washington D.C. 20360 g. SIGNATURE h. DATE SIGNED
f. DSN NUMBER 910112

999-9999
17. ACCOUNTABLE OFFICER
a. DOCUMENT NUMBER(S) USED TO ADJUST PROPERTY RECORD

N0001991PR000001
b. ORGANIZATIONAL ADDRESS Unit Designation, c. TYPED NAME (Last, First, Middle Initial) d. DSN NUMBER
Office Symbol, Base, State/County, Zip Code) Smith, Roger T.
Bureau of Naval Weapons 999-9999
WEPS-0112 e. SIGNATURE f. DATE SIGNED
Washington D.C. 20360 910201

DD FORM 200, FEB 91 (BACK)
Table 7-1 (CONT)
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DEFINITIONS
1. Abuse. Willful misconduct or deliberate unauthorized use.
2. Accountability. The obligation imposed by law, lawful order, or regulation on an officer

or other person for keeping an accurate record of property documents, or funds. The person
having this obligation may or may not have actual possession of the property, documents, or
funds.

3. Accountable Officer. An individual appointed by proper authority who maintains item

and/or financial records in connection with Government property, irrespective of whether the
property is in his or her possession for use or storage, or is in the possession of others to whom it
has been officially entrusted for use or for care and safekeeping.

4, Acquisition Cost. Consists of the amount paid for the property, less both trade and cash
discounts, plus the transportation costs.

5. Appointing Authority. An individual designated in writing by the approving authority.

The approving authority may act as the appointing authority. The appointing authority appoints
financial liability officers, if required; approves or disapproves the recommendations of the
responsible officer, reviewing authority, or financial liability officer; and recommends actions to
the approving authority. The appointing authority is normally senior to the responsible officer,
reviewing authority, accountable officer, and financial liability officer.

6. Approving Authority. The approving authority makes determinations to either relieve
involved individuals from responsibility and/or accountability or approve assessment of financial
liability. The approving authority may act as the appointing authority or designate an appointing
authority in writing. DoD Component regulations shall designate who may serve as the
appointing authority. The approving authority is normally senior to the appointing authority.

7. Collective Liability. Where more than one individual may be liable for a debt, both
collectively or individually.

8. Commander. An individual vested with command authority in a DoD Component.

9. Controlled Inventors Items. Those items designated as having characteristics which
require that they be identified, accounted for, secured, segregated, or handled in a special manner
to ensure their safekeeping and integrity. Controlled inventory items in descending order of the
degree of control normally exercised are:

a. Classified Items. Material which requires protection in the interest of national security.
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b. Sensitive Items. Material which requires a high degree of protection and control due to
statutory requirement or regulations, such as narcotics and drug abuse items; precious metals;
items which are of a high value, highly technical, or a hazardous nature; and small arms,
ammunition, explosives, and demolition material.

c. Pilferable Iltems. Materials having a ready resale value or application to personal
possession and which is, therefore, especially subject to theft.

10. Culpability. Determination of fault.

11. Deliberate Unauthorized Use. Willful or intentional use without right, permit, or
authority.

12. Discrepancies. The loss, gain, damage, or destruction of Government property.

13. Financial Liability. The statutory obligation of an individual to reimburse the Government
for lost, damaged, or destroyed Government property as a result of negligence or abuse.

14. Financial Liability Officer. An individual who is appointed in writing by the appointing
authority to conduct an investigation to determine responsibility for loss, damage, or destruction
of Government property. Individuals so appointed shall not be the accountable or responsible
officer or have any direct interest in the property being investigated. The individual shall be a
commissioned officer; warrant officer; enlisted member in grades E-7, E-8, or E-9; or a civilian
employee GS-07, or above. However, the financial liability officer is normally senior to the
person(s) directly involved with the discrepancy. The appointing authority may act as the
financial liability officer.

15. Government Property. See “property” (definition 25).

16. Gross Negligence. An extreme departure from the course of ac ion to be expected of a
reasonably prudent person, all circumstances being considered. The act is characterized by a
reckless, deliberate, or wanton disregard of foreseeable consequences.

17. Industrial Property. As distinguished from military property, means any contractor-
acquired or Government property, including materials, special tooling, and industrial facilities,
furnished or acquired in the performance of a contract or subcontract.

18. Investigation. Means of determining the facts related to loss, damage, or destruction of
Government property; determining the present condition of such property; receiving
recommendations as to disposition, retention, and further accountability for such property; or
determining the responsibility for loss, gain, damage, or destruction of Government property.
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19. Item. A generic term meaning any article of material which is produced, stocked, stored,
issued, or used.

20. Liability. The state of being responsible or answerable for the loss, gain, damage, or
destruction of Government property.

21. Negligence.The failure to act as a reasonable prudent person would have acted under
similar circumstances. An act or omission that a reasonably prudent person would not have
committed or omitted under similar circumstances and which is the proximate cause of the loss of,
damage to, or destruction of Government property. Failure to comply with existing laws,
regulations, or procedures may be considered as evidence of negligence.

22. Personal Arms or Equipment. Equipment or clothing issued to individuals for their sole
use and care, such as weapons, personal retention items mobility kit bags, flight jackets, parkas,
and similar items. In defining personal arms or equipment, determine how the property is used by
the member, and whether it is turned in at the end of the work shift. This is especially true when
dealing with portable radios and hand tools. A portable radio, for example, is personal equipment
when an individual uses it constantly, carries it wherever he or she goes, and has it for an
indefinite period of time. However, it is not personal equipment when the individual has it for a
specified time while on duty, and turns it in to be used by others at the end of a shift.

23. Personal Property. Property of any kind or any interest therein, except real property,
records of the Federal Government, and Naval vessels of the following categories: aircraft
carriers, battleships, cruisers, destroyers, and submarines.

24. Probable Cause. Reasonable grounds for belief.

25. Property. Anything that may be owned. As used in the military establishment, this term is
usually confined to “tangible property,” including real estate and material. For special purposes
and as used in certain statutes, this term may exclude such items as the public domain, certain
lands, certain categories of naval vessels and records of the Federal Government.

26. Property Record. General term referring to any record of property. Itis inclusive not
only of stock record accounts, but also of organization and installation property books, clothing
and equipment records, hand receipt records, or any system of files for property records. Also
called, “property account.”

27. Proximate Cause. The cause which, in a natural and continuous sequence of events
unbroken by a new cause, produced the loss or damage. Without this cause the loss, gain, or
damage would not have occurred. It is further defined as the primary moving cause, or the
predominate cause, from which the loss, gain, or damage followed as a natural, direct, and
immediate consequence.
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28. Record. All forms of information (e.g., narrative, graphic data, and computer memory)
registered in either temporary or permanent form so that it can be retrieved, reproduced, or
preserved.

29. Research. An investigation of potential or actual discrepancies between physical count
and recorded balances. The purpose of the research is to determine the correct balance and
determine the cause of discrepancies. There are three types of research.

a. Postcount Validation. A comparison of physical count with potential recorded
balances or another count, with consideration of transactions that have occurred recently. The
purpose of postcount validation is to determine the validity of the count. Postcount validation
research ends when the accuracy of the count has been verified or when any necessary recounts
have been taken.

b. Preadjustment Research. A review of potential discrepancies, which involves the
consideration of recent transactions and verification of catalog data. The purpose of
preadjustment research is to determine the correct balance. Preadjustment research ends when the
balance has been verified or the adjustment quantity determined.

c. Causative Research. An investigation of discrepancies (i.e., gains and losses)
consisting of (as a minimum) a complete review of all transactions to include supporting
documentation: catalog change actions, shipment discrepancies, and unposted or rejected
documentation occurring since the last completed inventory; the last location reconciliation which
included quantity; or back one year whichever is sooner. The purpose of causative research is to
identify, analyze, and evaluate the cause of inventory discrepancies with the aim of eliminating
repetitive errors. Causative research ends when the cause of the discrepancy has been discovered
or when, after review of the transactions, no conclusive findings are possible.

30. Responsibility. Armbligation for the proper custody, care, and safekeeping of property or
funds entrusted to the possession or supervision of an individual.

31. Responsible Officer. An individual appointed by proper authority to exercise custody,
care, and safekeeping over property entrusted to his or her possession or under his or her
supervision.

32. Responsible Person. An individual issued Government property on the basis of a property
receipt.

33. Reviewing Authority. An individual designated in writing by the approving authority to
review and analyze the results of supply system stock research.

34. Simple Negligence. see “negligence” (definition 21).
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35.  Standard Price. The unit price of an item, as it is recorded in the Standard Catalog for use
in financial and accountable records of the holding Service of Agency. (An item not included in
the appropriate Service or agency pricing catalog shall be priced at original cost, if available, or if
not known, at fair market value, as stated in paragraph 070208.A.2, of this chapter.)

36. Stock Record. A perpetual inventory form of record which shows by nomenclature, the
guantities received, issued, and the balance on hand. The stock record shall show by item the
receipt, issue, and transfer of accountability of property; the balances on hand; and such other
identifying or stock control data as required.

37. Supply System Material. Supply system material refers to those inventories, wholesale
and below wholesale, where a stock record account is required to be maintained.

38.  Willful Misconduct. Intentional damage, destruction, misappropriation, or loss of
Government property.
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