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 Do you know how to prepare for 
a property audit? I am sure seasoned 
property professionals answered with 
an emphatic “Yes!” but how about 
someone who has never been 
through an audit? If you are new to 
property management or you have 
never experienced an audit, you may 
be asking yourself questions like, 
“Where do I start?” or “How do I 
prepare?”  
 Your starting point should 
always be the actual contract subject 
to the audit. Find out which 
regulations the government inserted 
for compliance and which were 

inserted for reference. The Federal 
Acquisition Regulation (FAR) Clause 
52.245-1 will most definitely be a 
compliance requirement; however,  
if you work for a government agency, 
that agency may have supplements 
to the FAR. Be sure to review the 
supplements as well because they 
usually contain added guidance 
specific to the agency you are 
supporting.  
 Sometimes contracts will have 
additional regulations, procedures, 
policies or some form of a document 
listed as “reference”. Although these 
are not required, they are placed in 

the contract for a reason. Review 
them. The information contained in 
these documents will often provide 
guidance which should be used in 
developing your procedures. 
 Once you understand what 
regulations must be followed, it is 
important to be sure your contract 
support personnel understand the 
requirements and are complying with 
them. A good place to start is by 
looking at your applicable property 
procedures. Compare the procedures 
to the requirements. Do the proce-
dures exist for all the requirements in 
the regulations? If not, it may result 
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in a negative audit finding. The issue 
should be brought to management’s 
attention so steps can be taken to 
revise the procedures as necessary, 
and it is recommended to “self-
declare” any issues to your auditor 
while letting him or her know the 
steps you are taking to resolve the 
problem.  
 If your procedures do cover the 
regulation requirements, do a self-
assessment (internal audit) by 
comparing the procedure to the 
actual process being followed. This 
may seem like a no-brainer, but often 
in the quest to perform more 
efficiently, processes are enhanced, 
streamlined, or changed in some way. 
It is not unusual to find procedures 
do not match processes. Your 
procedures should be considered a 
living, dynamic document and 
should be easily updated as 
requirements or processes change. 
 To help understand the process 
of performing a self-assessment, let’s 
walk through some of the 
requirements of a Receiving Audit. 
The criteria for the Receiving Audit is 
found in the FAR 52.245-1 (f) 
Contractor plans and systems (1) (ii) 
Receipt of Government Property. It 
states “The Contractor shall receive 
Government property (document the 
receipt), record the information 
necessary to meet the record 
requirements of paragraph (f)(1)(iii)
(A)(1) through (5) of this clause, 
identify as Government owned in a 
manner appropriate to the type of 
property (e.g., stamp, tag, mark, or 
other identification), and manage 
any discrepancies incident to 
shipment”. In performing your self-
assessment, anticipate what an 
auditor will look for and perform the 
self-assessment prior to the 
Government Property Administrator 
(GPA) conducting an official audit. 
 From an auditing standpoint, 
Receipt of Government Property is 
considered Outcome #2 (Outcome #1 
is Acquisition and not covered in this 
article). Receiving is generally the 
point at which an organization’s 

obligation, liability, and account-
ability begin through the process of 
physically accepting the property. In 
the Receiving phase, details can be 
easily overlooked leading to an audit 
finding. This is often the starting 
point of your asset record; 
consequently, it is critical the 
information is correct. The receipt 
document should be screened against 
the procurement document, the 
order should be confirmed, the 
condition of the property annotated 
and any discrepancies noted and 
acted upon. In accordance with your 
property management system, the 
property should be properly 
identified, secured and received in a 
timely manner.  
 An auditor will review Receiving 
records to make sure the quantity 
received and recorded are the same. 
If the quantity received is not 
recorded properly, there will be 
problems down the road with 
inventory counts. The GPA may audit 
Receiving records by checking the 
Carrier’s Freight Bill which shows the 
number of items, packages, pallets, 
etc. included in the shipment or a 
supplier’s packing list which also 
provides a list of what was delivered. 
The GPA may review internally 
generated documents, such as a 
purchase order or receiving voucher 
log, which provides receiving activity 
information and is a way to trace lost 
or misappropriated items.  
 Don’t forget to properly identify 
the property when it is received. 
Although Identification is a separate 
audit category, it is closely tied to 
Receiving and usually performed 
during the receipt process. There may 
be a number of reasons or conditions 
driving the decision on how to 
identify, where to identify and what 
type of identification should be 
utilized. These decisions are based on 
the nature of the items; for instance, 
whether or not the item is hazardous, 
used in harsh weather conditions, is 
flight or non-flight, etc. Once the 
decisions have been made on the 
how, where, and when identification 

will take place, the decisions should 
be documented in your procedures. 
The GPA will check to ensure you are 
following your procedures and your 
property is properly labeled. 
 In addition, the auditor will 
validate the property was properly 
secured upon receipt. If your contract 
is receiving sensitive or hazardous 
property, the property should be 
secured in accordance with your 
procedures. There should be a record, 
such as the storage location, 
indicating where and how the 
property was stored and secured.  
 Receiving property in a timely 
manner is also important. What is a 
“timely manner”? If you ask five 
different people the definition of a 
“timely manner,” you will probably 
get five different answers. Be specific 
on the amount of time considered 
reasonable to receive your property. 
Defining what a “timely manner” is 
for your organization may depend on 
a number of different factors: 
company processes, the average 
number of items received daily, 
whether an item is mission critical, 
sensitive, etc. The definition of a 
“timely manner” is something that 
should be negotiated with your GPA 
and documented in your procedures. 
The GPA will compare the time the 
property arrived to the time it was 
entered into your record system. Your 
self-assessment should include a 
review of “dock-to-stock” receiving 
times. Make sure it is within the 
agreed time period; if it is not, 
implement a corrective action plan. 
 Ideally, property is received by 
the Receiving Department in the 
Receiving area; however, this is not 
always the case. The auditor will 
review the Receipt process for these 
items as well. Your procedures should 
cover how Receiving is handled “in 
the field” when delivered directly to 
the end user or requiring unusual 
receiving accommodations due to 
size or other conditions. Your 
procedures should have a process for 
the recipient of the item to 
immediately notify the Receiving 
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department of the delivery and how 
the property should be inspected, 
accepted, identified, delivered and / 
or placed in storage. The auditor will 
verify these actions were taken and 
the record properly annotated.  
 The auditor will review records 
to ensure damage discrepancies were 
properly noted on the Receiving 
documents. If there is obvious 
damage when receiving property, the 
damage should be annotated on the 
Receiving documents and the 
signature of the carrier’s representa-
tive (most often the driver) should be 
obtained acknowledging the 
discrepancies. If damage isn’t 
discovered until later, the contractor 
should document the damage with a 
witness (in some organizations, the 
witness is from the Quality 
Department but not required to be). 
Pictures, as the saying goes, are worth 
a thousand words and they are 
extremely helpful when used as part 
of the receipt record recording 
discrepancies such as damage. The 
auditor will look for documentation 
indicating how the discrepancies 
were handled. The contractor is 
responsible for providing a written 
audit trail on the discrepant property 
– was it damaged, were there 
shortages or overages, what caused 
the problem, and how was it 
resolved? Does this mean every time 
a discrepant shipment is received you 
must stop what you are doing and 
provide a report to your GPA? Not 
necessarily. It depends on what your 
procedures require based on what 
you have negotiated with your GPA. 
The frequency of reporting this 
information can be negotiated; 
however, it should always be 
available for review so the GPA 
knows what actions were taken.  
 In the performance of your self-
assessment, take a statistical sampling 
of your Receiving records for the past 
year and verify the above require-
ments are being performed. Ask your 
Receiving department for a list of: 1) 
records involving overage / shortages 
on receipts, 2) records of damaged 

property 3) records having 
discrepancies and 4) other records. 
Review the records to see how they 
were documented and resolved. Also, 
ensure the GPA was notified, per your 
procedures, of the issues and the 
resolution. If your statistical sample 
shows the appropriate actions were 
taken, then you are in good shape. If 
the sample shows your processes 
were not followed, dig deeper. Find 
the root cause. Develop a solution to 
prevent issues going forward. Bring 
the discrepancies to management’s 
attention and self-declare to your 
GPA. When you self-declare to the 
government, always provide a 
solution and show the steps you are 
taking to prevent recurrence.  
 The FAR 52.245-1, (b) Property 
Management (1) allows the 
contractor to “…employ customary 
commercial practices, voluntary 
consensus standards, or industry-
leading practices and standards that 
provide effective and efficient 
Government property manage-
ment….”. Your GPA will also be 
looking at your procedures to review 
what practices you are following, 
whether they are commercial 
practices, voluntary consensus 
standards (VCS) or industry-leading 
practices (ILP). Be sure your 
procedures reference what practices 
you are utilizing. The Aerospace 
Industry Association (AIA) is a good 
source for ILP and ASTM Interna-
tional and the American National 
Standards Institute (ANSI) are good 
sources for VCS.  
 If you are interested in utilizing 
VCS, ASTM International, in 
conjunction with the NPMA, has 
developed several Standards that may 
be used in performing property 
management processes. To continue 
with our Receiving example, ASTM 
E2605-08 – Receiving Property, covers 
the process of verifying, recording 
and reporting receipt of tangible 
personal property such as equipment, 
supplies, and material. It provides 
guidance on how to receive and deal 
with damages and discrepancies. 

Standards are a good resource to use 
in developing procedures and 
processes. It is important to note 
when utilizing a Standard as part of 
your processes, you must incorporate 
the entire Standard – you cannot pick 
and choose what elements of the 
Standard you want to implement. If 
you try to utilize just a portion of the 
Standard, your GPA may deem that 
an audit finding. 
 In this article, Receiving was 
used as an example on how to 
prepare for an audit; however, the 
process applies to all audit categories. 
Review your contract and applicable 
regulations. Ensure your processes 
comply with your contract and 
regulation requirements. If they 
don’t, determine the root cause, 
implement a corrective action plan 
and self-declare to your GPA. If you 
utilize the information provided, you 
should be able to pass any audit! n
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