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0801 OVERVIEW

This chapter establishes the Department of Veterans Affairs (VA) financial policies and
procedures to be followed in accounting for inventories. When accounting treatment for
specific circumstances is not discussed in this chapter, reference should be made to
Statement of Federal Financial Accounting Standards (SFFAS) No. 3, Accounting for
Inventory and Related Property, for guidance.

Inventories consist of items such as precious metals held for sale and Veterans
Canteen Service retail store stock, all valued at cost.

0802 POLICIES

080201 VA will ensure that the recognition of tangible personal property that is held for
sale (including raw materials and work in process), is in the process of production for
sale or is to be consumed in the production of goods for sale, or is in the provision of
services for a fee complies with the requirements of SFFAS No. 3.

080202 VA will ensure that the valuation of its inventories is accomplished as
prescribed by SFFAS No. 3.

080203 VA will ensure that the reporting of its inventories complies with the reporting
requirements contained within OMB Circular A-136.

0803 AUTHORITY AND REFERENCES

080301 Statement of Federal Financial Accounting Standards (SFFAS) No. 3,
Accounting for Inventory and Related Property

080302 Government Accountability Office (GAO), Government Auditing Standards

080303 Office of Management and Budget (OMB) Circular A-136, Financial Reporting
Requirements - Revised

0804 ROLES AND RESPONSIBILITIES

080401 The Assistant Secretary for Management/Chief Financial Officer (CFO), as
required by the Chief Financial Officers Act of 1990 and 38 U.S.C. 309, oversees all
financial management activities relating to the Department’s programs and operations.
Specific responsibilities include the direction, management and provision of policy
guidance and oversight of VA'’s financial management personnel, activities and
operations. The CFO establishes financial policy, systems and operating procedures
for all VA financial entities and provides guidance on all aspects of financial
management.


http://www.fasab.gov/pdffiles/sffas-3.pdf
http://www.fasab.gov/pdffiles/sffas-3.pdf
http://www.gao.gov/new.items/d07731g.pdf
http://www.whitehouse.gov/omb/assets/agencyinformation_circulars_federalfinancial_pdf/a136_revised_2009.pdf
http://www.whitehouse.gov/omb/assets/agencyinformation_circulars_federalfinancial_pdf/a136_revised_2009.pdf
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The CFO has responsibility for identifying, reviewing and accounting for inventory and
related property and for ensuring that each transaction is accompanied with sufficient
supporting and auditable documentation to comply with this chapter.

080402 Under Secretaries, Assistant Secretaries, Chief Financial Officers, Fiscal
Officers, Chief Accountants, and other key officials are responsible for ensuring
compliance with the policies and procedures set forth in this chapter.

0805 PROCEDURES

080501 Recognition

A. VA will recognize inventory in VA accounting records when title passes or when the
goods are delivered to VA. The cost of the inventory will be removed from inventory for
sale (when title passes or the goods are delivered) or upon use when a service is
provided and the related expense is recognized.

B. Delivery or constructive delivery shall be based on the terms of the contract
regarding shipping and/or delivery.

080502 Valuation

A. VA will record inventory held for sale at cost and will include appropriate purchase,
transportation and production costs incurred to obtain the inventory item.

B. VA will use the weighted-average cost method to determine ending inventory values
and the cost of inventory sold.

C. VA will value donated inventory at its fair value at the time of donation.

D. Inventory acquired through exchange of nonmonetary assets (e.g., barter) shall be
valued at the fair value of the asset received at the time of the exchange. Any
difference between the recorded amount of the asset surrendered and the fair value of
the asset received shall be recognized as a gain or a loss.

E. VA will carry inventory that is excess, obsolete or unserviceable at its estimated net
realizable value. Upon disposal, any difference between the inventory’s recorded
amount and the value received for the inventory will be recognized as a gain or loss.
080503 Reporting Requirements (See guidance prescribed by OMB Circular A-136.)
A. VA will disclose the general composition of inventory.

B. VA will disclose the basis for determining inventory values, including the valuation
method and any cost flow assumptions.
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C. VA will disclose changes from prior years’ accounting methods, if any.

D. VA will disclose the difference between the carrying amount of the inventory before
identification as excess, obsolete or unserviceable inventory and its expected net
realizable value.

E. VA will disclose any restriction on the sale of inventory.

F. VA will disclose the decision criteria for identifying the category to which inventory is
assigned.

G. VA will disclose any changes in the criteria for identifying the category to which
inventory is assigned.

0806 DEFINITIONS

080601 Excess Inventory. Inventory that exceeds expected demand in the normal
course of operations.

080602 Held for Sale. Items for sale or transfer to entities outside the Federal
Government or other Federal entities. The principal objective of the sale or transfer of
inventory is to provide a product or service for a fee that generally recovers full cost or
an identified portion of the cost.

080603 Inventory. Tangible personal property that is held for sale, is in the process of
production for sale or is to be used to provide services for a fee. Excluded are day-to-
day operating materials and supplies.

080604 Obsolete Inventory. Inventory that is no longer needed due to changes in
technology, laws, customs or operations.

080609 Recognition. The process of formally recording or incorporating an item into
the financial statements of an entity as an asset, liability, revenue, expense, or the like.
A recognized item is depicted in both words and numbers, with the amount included in
the statement totals. Recognition comprehends both initial recognition of an item and
recognition of subsequent changes in or removal of a previously recognized item.

080605 Unserviceable Inventory. Inventory that is more economical to dispose of than
to repair.

080611 Valuation. A process for calculating the monetary value of an asset or liability.
080606 Weighted Average Cost Method. An inventory costing method used in

conjunction with a perpetual inventory system. An average cost per unit (determined by
dividing the total cost of all units available for sale by the number of units) is computed
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at the end of an accounting period and then extended to all units in the ending
inventory. The cost of the goods sold is recorded at the most recent average cost.

0807 RESCISSIONS

This chapter rescinds VA Directive 4666, Inventory and Related Property,
March 23, 1998, paragraphs 2a, 2e; 2f(1) and (3); 3; 4; and 5a, 5d, 5f and 5g.

0808 QUESTIONS

Questions concerning these financial policies and procedure should be directed as
shown below:

VHA VHA Accounting Policy (Outlook)
VBA VAVBAWAS/CO/FINREP (Outlook)
All Others OFP Accounting Policy (Outlook)
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