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SUBJECT: Military EquipmentDefinition

Statementof Federal Financial AccountingStandardsNo. 23, Eliminating the
Categoiy NationalDefenseProperty,Plant and Equipment,reclassifiesmilitary
equipmentME as GeneralProperty,PlantandEquipmentGPP&E andrequiresthat it
be capitalizedon the Department’s financial statements.The accountingStandarddoes
not distinguishME from otherGPP&E. As a result, thereis no financial requirementto
segregateME on the financialstatements.Despitethis, the Departmenthasdecidedto
reportME separately.

In the absenceof a specificrequirement,the Departmenthasthe flexibility, and the
responsibility, to defineME in a waythat will supportthe acquisitionmanagement
process.The attacheddefinition considerscurrentacquisition guidanceandsupports the
acquisitionobjectiveof consistentprogramvaluation. In light of this, I havedetermined
that the attacheddefinition for military equipmentshouldbe usedfor acquisition
reportingpurposes.In addition,to ensureconsistentacquisitionandfinancial reporting,I
amrequestingthat theDeputy ChiefFinancial Officer incorporatethis definition andthe
relatedguidanceinto theFinancialManagementRegulation.

G

This memo has been superseded by another memo titled "Elimination of 
Military Equipment Definition and Increase to Capitalization Thresholds for 
General Property, Plant, and Equipment" dated 9/20/2013 listed on the FMR 
web-page.



Questionsconcerningthis memorandumshouldbe directedto Mr. Ric Sylvester,
DeputyDirector,OUSDAT&L,ARA PropertyandEquipmentPolicy, at 703-604-
6350 x121.

Nancy . Spruill
Director,Acquisition Resources

& Analysis

Attachment:
As stated

Cc:
AssistantSecretaryof theArmy FinancialManagementandComptroller
AssistantSecretaryof theNavy FinancialManagementandComptroller
AssistantSecretaryof theAir ForceFinancialManagementandComptroller
Director, ForceStructure,Requirements,ResourcesandStrategicAssessments,

J-8, UnitedStatesSpecialOperationsCommand



Background  
 
Statement of Federal Financial Accounting Standards (SFFAS) No. 23, “Eliminating the 
Category National Defense Property, Plant, and Equipment,” makes the statement that 
“all items previously considered [National Defense Property, Plant, and Equipment] are 
classified as general PP&E” and are to be accounted for in accordance with SFFAS No. 
6, “Accounting for Property, Plant, and Equipment.”  Neither SFFAS No. 23 nor SFFAS 
No. 6 make a distinction between types of property, plant, and equipment (PP&E).  
However, the Under Secretary of Defense (Comptroller) memorandum of August 8, 
2003, subject:  “Mid-Range Financial Improvement Plans” separates what was National 
Defense PP&E from general PP&E.  This separation supports the way the Department 
manages the policy for its PP&E, i.e., internal use software is managed by Networks and 
Information Integration, spare parts are managed by Logistics & Materiel Readiness, real 
property is managed by Installations & Environment, and equipment is managed by 
Acquisition Resources and Analysis/Property & Equipment Policy Office.  Further, the 
Defense acquisition management system categorizes acquisition programs by weapons 
and information technology.  So, defining military equipment separately from general 
equipment is not important from a financial perspective, but is important from a 
management perspective.  For management, consistency in the definition of military 
equipment across the Department allows for better decision making and reporting to 
Office of Management and Budget (OMB) and Congress.  This memorandum refers to 
accounting policy only and is not intended to change funding requirements. 
 
A search of available acquisition-related literature provided the following.   
 
• 10 USC 2228, Military Equipment and infrastructure: prevention and mitigation of 

corrosion, includes the following language: 
 

“The term ‘military equipment’ includes all weapons systems, weapon platforms, 
vehicles, and munitions of the Department of Defense, and the components of such 
items.” 
 

• The Defense Acquisition University Glossary of Acquisition Terms, specifies that:   
 

“Weapon systems are items that can be used directly by the Armed Forces to carry 
our combat missions.” 

 
Both definitions need to be refined to account for different financial treatments of assets.  
For example, using the definitions above, military equipment would include both a 
weapon and its munitions.  However, our financial standards require that a weapon 
system should be treated differently than the munitions its fires.  With this in mind, we 
have crafted the attached definition of military equipment. 



Definition - Military Equipment
 
"Military Equipment – Weapon systems that can be used directly by the Armed Forces to 
carry out battlefield missions.  Military equipment has an expected useful life of two or 
more years; is not intended for sale in the ordinary course of business; does not ordinarily 
lose its identity or become a component part of another article; and is available for the 
use of the reporting entity for its intended purpose.  Examples include: combat aircraft, 
pods, combat ships, support ships, satellites, and combat vehicles.  Examples excluded 
are training aircraft and simulators." 
 
Implementing Guidance 
  
1 - Intangible assets, such as software, are not considered military equipment unless 
embedded in a piece of military equipment (ME).  In that event the cost of the intangible 
assets shall be included in the cost of the related ME. 
  
2 - Military equipment assets are generally functionally complete and should be valued 
based on the cost of the top level assembly, including the cost of the embedded items.  
Based on this, uninstalled aircraft engines should be reported as OM&S, while costs for 
engines incorporated into the aircraft should be valued as part of the aircraft.  Aircraft 
pods are unique.  Pods have a useful life in excess of two years and are not consumed in 
normal operation in that they do not become an integral part of an aircraft as do engines, 
radar sets, canopies, and landing gear assemblies.  In addition, pods are moved between 
and among aircraft based on mission requirements.  Finally, pods are managed based on 
functional requirements rather than on a replacement demand driven basis.  Based on 
these factors a decision was made that pods would be classified as ME. 
 
3 - Vehicles such as HMMWVs are available for battlefield missions, whether they are 
used for this purpose or not.  As such HMMWVs and related vehicles should be reported 
as military equipment.  Other vehicles, such as commercial trucks that are required for 
administrative support type of efforts should be reported as General PP&E since they are 
normally not used for battlefield missions. 
  
4 – When it can be segregated, support equipment, such as special tooling, special test 
equipment, trainers, and simulators, will be classified as General Property, Plant and 
Equipment (not ME).  If the cost for these assets cannot be separately identified in the 
accounting systems, they will be included as an element of the ME program costs. 
 
5 - Items meeting the definition of military equipment, but with a value less than the 
capitalization threshold, will be expensed. 




