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September 21, 2012

General Services Administration
Regulatory Secretariat (MVCB)
1275 First Street NE,
Washington, DC 20417

ATTN: Curtis Glover/iC 9000-0075

Email: hitp.//www regulations.gov
Subject: Information Collection 9000-0075
Dear Mr. Glover:

The Aerospace Industries Association (AlA) is pleased to respond to the request for comments
on information Collection 8000-0075 concerning Government property. This is a very important
issue and we appreciate the opportunity to provide both comments and insight for your
consideration.

The Federal Register notes the following: “Public comments are particularly invited on: Whether
this collection of information is necessary for the proper performance of functions of the Federal
Acquisition Regulations (FAR), and whether it will have practical utility; whether our estimate of
the public burden of this collection of information is accurate, and based on valid assumptions
and methodology; ways to enhance the quality, utility, and clarity of the information to be
collected; and ways in which we can minimize the burden of the collection of information on
those who are to respond, through the use of appropriate technological collection techniques or
other forms of information technology.”

AlA will address the general responses to the request in this letter with a more detailed
approach in the attached table.

Over the last decade the Government has made substantial progress in the management and
reporting of Government property particularly with the publication of the FAR rewrite of June
2007 and subsequent changes, reporting through DoD's ltem Unique Identification (IUID)
Registry and the establishment and improvements with the Government’s eTools applications.
We applaud the Government’s progress and are proud that our member companies have been
invited to participate in these efforts.

¢ “Whether this collection of information is necessary for the proper performance of
functions of the Federal Acquisition Regulations {FAR).

Yes and no, depending how the requirements are interpreted. The word “all” that is included in
FAR Part 45 and related clause causes multiple problems for the Government and industry - as
well as creating a tremendous amount of paperwork and administrative cost. The collection of
FAR Part 45 information is necessary only when the requirements of FAR Part 45 are
interpreted consistently and simuitaneously with the constraints of other authoritative laws,
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regulations, and Executive Orders. Generally, industry has found this not to be the case.

“Property, as defined in the current FAR Part 45, means alf property, both real and personal. It
includes material, equipment, special tooling, special test equipment, and real property.
Government property includes both Government-furnished property and contractor-acquired
property.

Contractors are required to establish and maintain a property system that will control, protect,
preserve, and maintain all Government property because the contractor is responsible and
accountable for all Government property under the provisions of the contract including property
located with subcontractors.

... (iify Records of Government property. The Contractor shall create and maintain records of all
Government property accountable to the contract, including Government-furnished and
Contractor-acquired property.”

Contractors do establish and maintain records, and provide reports necessary for FAR Part 45
requirements but not all property is managed and accounted for in the same way. FAR Part 45
requirements are constrained by the following:

(1)The Federal Property and Administrative Services Act of 1949, which establishes GSA and
the FAR:

“(40 U.S.C. 471) A DECLARATION OF POLICY.

it is the intent of the Congress in enacting this legislation to provide for the Government an
economical and efficient system for (a) the procurement and supply of personal property ...; (b)
the utilization of available property; (c) the disposal of surplus property; ..."

These constraints are not widely recognized by either government or industry personnel.
Requiring records and maintenance of records on all property, regardless of cost and benefits is
neither economical nor efficient. Many contractors require their employees, as a condition of
employment, to obey all laws and regulations both in letter and spirit. The letter and spirit of the
law and the associated regulation (to establish records on all property) can be interpreted to be
in conflict with one another.

(2) FAR Part 1 1.102 — Statement of Guiding Principles for the Federal Acquisition System.

“(a) The vision for the Federal Acquisition System is to deliver on a timely basis the best value
product or service to the customer (b) The Federal Acquisition System will (1) Satisfy the
customer in terms of cost, quality, and timeliness of the delivered product or service by, for
example -- (2) Minimize administrative operating costs;” and under 1.102-2 -- Performance
Standards. (b) Minimize administrative operating costs.

(1) In order to ensure that maximum efficiency is obtained, rules, regulations, and policies
shouid be promulgated only when their benefits clearly exceed the costs of their development,
implementation, administration, and enforcement. This applies to internal administrative
processes, including reviews, and to rules and procedures applied to the contractor community.”

On the surface, certain elements of FAR Part 45 do not create an environment or contractual
requirement to minimize administrative cost. Only when the requirements of FAR 45 are viewed
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in totality and performed through the lens of FAR Part 1 is administrative operating cost
minimized. Regulations in FAR Part 1 as well as FAR Part 45 apply and should be viewed as
compatible. The audit community tends to only recognize the requirements in FAR Part 45
without considering the requirements in FAR Part 1. Some changes, as underlined, recently
included in the Government Property clause 52.245-1, not mentioned the Federal Register but
providing clarification can be found in (b) Property management. (1) The Contractor shall have
a system of internal controls 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 and
efficient control of Government property. These are important additions and clarifications as
‘internal controls” is defined in law, the GAQ Yellow Book and OMB Circular A-123 - Internal
Controls -- and this means “effective and efficient operations, reliable financial reporting
(includes other reporting), and compliance with applicable laws and regulations.” Effective and
efficient operations cannot occur without the recognition of the constraints of materiality and
costs and benefits. All does not necessarily mean all. All should be interpreted to mean all that
is worthwhile to customers and decision makers. This should be discussed, worked and
resolved with the customer and defined by neither Government auditors nor internal auditors.

FAR 31 requirements also reinforce the need to be effective and efficient regarding cost of work.
Cost charged to the Government must be reasonable cost.

31.201-3 -- Determining Reasonableness. (a) A cost is reasonable if, in its nature and amount,
it does not exceed that which would be incurred by a prudent person in the conduct of
competitive business. ..

A prior accepted charging practice to Government contracts is not the criteria or even if
accepted by Government officials, as Government officials may not direct contractors to perform
acts inconsistent with applicable law and regulation. (1.602 -- Contracting Officers. 1(b) No
contract shall be entered into uniess the contracting officer ensures that all requirements of law,
executive orders, regulations, and all other applicable procedures, including clearances and
approvals, have been met.)

The definition of "abuse” in the Yellow Book is essentially the same definition of unreasonable
cost. “4.07 Abuse involves behavior that is deficient or improper when compared with behavior
that a prudent person would consider reasonable and necessary business practice given the
facts and circumstances.”

A better and more consistent interpretation would be if operations are not effective and efficient,
regardless if operations are compliant with internal procedures, these result in a deficiency of
internal controls.

(3) Executive Order 13563 of January 18, 2011 (improving Regutation and Regulatory Review),

a) propose or adopt a regulation only upon a reasoned determination that its benefits justify
its costs .. .;

b) tailor its regulations to impose the least burden on society, consistent with obtaining
regulatory objectives, taking into account, among other things, and to the extent
practicable, the costs of cumulative regulations;
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c) select, in choosing among alternative regulatory approaches, those approaches that
maximize net benefits...;

d) tothe extent feasible, specify performance objectives, rather than specifying the
behavior or manner of compliance that regulated entities must adopt;”

The executive order, not only applies to creation of regulations but to implementation and
enforcement.

FAR Part 45, which reflects some of the accounting requirements, should be interpreted to
include FASAB No. 8, which includes disclaimers or a constraints concerning materiality... “15
The provisions of this statement need not be applied to immaterial items.”

A guide or a clarification in the FAR should be published that points out the priority of the
desired outcome of effective and efficient operations over the control, establishing records and
maintaining records of all property. All does not necessarily mean all and all items do not need
to be accounted for and managed in the same way.

s whether it will have practical utility;

There is no practical utility for establishing records on all property, at each level. Useful
information for decision making purposes is camouflaged by superfluous data. The customer
should determine what specific worthwhile records should be established and maintained
providing the appropriate level of visibility which is consistent with portions of the newly
published DFARS 211.7003. Customers should determine what is serially managed. Thisis a
pull approach rather than a push approach of reporting.

« whether our estimate of the public burden of this collection of information is
accurate, and based on valid assumptions and methodology;

The estimated total burden of 4,350,650 hours per year is significantly underestimated. DCMA
alone estimates they oversee $150 biltion of property at contractor sites. This appears to be
understated, especially in light of an interpreted requirement to record and control all property, -
regardless of the cost of the item. Currently, according to those familiar with IUID efforts, about
ninety percent of all tagged items have an acquisition cost of less than $5000. Industry
estimates conservatively that it takes about two labor hours per year for a property custodian to
manage a tagged item. Tagged items make up only a portion of total Government Property —
there is also contractor acquired material, Government furnished material, and items under
Government depot contracts.

A better estimate approach is to start with two hours per item of tagged property per year. Then
an equivalent amount for government material and reparables. The IUID registry currently
contains about ten percent of the equipment tagged located at contractor's sites under DoD
contracts. in addition, other government agencies subject to the FAR should be considered in
the analysis.

« ways to enhance the quality, utility, and clarity of the information to be coliected;
and ways in which we can minimize the burden of the collection of information on
those who are to respond, through the use of appropriate technological collection
techniques or other forms of information technology.”
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AlA recommends the following to be placed in regulation or guides:

e}

Focus on reaching desired outcomes rather than a specified process (this is
consistent with the President Obama’s EOQ). Seek to change the cultures of those
involved through the fraining of contractors, Government decision makers, and
auditors — including Government property administrators. Do not seek perfectly
detailed procedures then audit against those procedures just {o find deficiencies
when there will be normal and reasonable variations that result in no harm to the
Government.

Information quality, utility, and clarity standards should be established by the actual
user community and decision makers that believe the information is worthwhile.
The information must have value beyond passing audits.

Always recognize the necessity of avoiding waste, abuse and unreasonable cost by
identifying actions that are simply not worthwhile (“benefits clearly exceed the costs”
per the performance standard cited). For example, assume there is a requirement
to cost something in the records at full cost using industry or Government
accounting standards. This can lead to an expensive process of setting up
separate shop orders per item, - making sure those who work on the item
understand accounting requirements differentiating the true property cost from other
contract cost, continually tracking the cost until ready for use or acceptance, then
closing out the shop order and recording the final cost. This in spite of the fact that
costs associated with Government process has not been captured.

Use thresholds in defining reporting requirements, establish records to address a
particular need, identify items in groups or systems rather than at the item level.

Eliminate restraints (individual Government approval) on “receipt and issue”
systems of acguiring and using property. When not using a receipt and issue
system there is unnecessary administrative costs in the form of movement, records,
storage, storage facilities, staffing, inventories.... A “justin time” inventory
approach and the use of purchase cards normally do not include processing items
through stockrooms.

Further define accountability vs. accounting. For example for accounting purposes
DoD may have established a capital threshold to be $100,000 - because of cost,
benefits and efficient item management purposes. Accountability may be over a
site, building or area; - the approach should be based upon need, risk, costs and
benefits.

Sunset all paper based forms in lieu of electronic forms included in
Government/industry databases.

Embrace higher level technology that includes databases with applications of
document work flow, document management, survey tools, and paperiess forms
using electronic tablets or smart phones.

AlA believes our comments and suggestions will help improve regulations, guidance oversight
and will improve contractor performance by continuously [eaning out processes of contractors
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so that they become more effective and efficient. Our members stand ready to continue to
improve the Government's property management.

If you have any questions or want addition details of our comments please feel free to contact
me.

We appreciate your consideration of our comments. | may be reached by phone at
703.358.1045 or by e-mail at bill.greenwalt@aia-aerospace.org.

Best regards,

}%ﬂgm
William Greenwalt

Vice President, Acquisition Policy
Aerospace Industries Association

Cc: OMB
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