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(Insert contractor’s name including division/segment name)

Status of Business Systems and CAS Disclosure Statement

As of (insert date)

	System
	System Status
	Date of 

ACO Determination
	Notes

	Business Systems:
	
	
	

	    Accounting 
	*Approved
	
	1

	    Estimating 
	Disapproved
	
	2

	    Earned Value
	
	
	2

	    Material Management and Accounting
	
	
	2

	    Property 
	
	
	2

	    Purchasing 
	
	
	2

	Cost Accounting Standards Disclosure Statements
	
	
	3


Explanatory Notes 
1.
Accounting System.   In accordance with DCAA policy, DCAA generally conducts seven separate audits to evaluate the contractor’s overall accounting system.  Based on their assessed risk, DCAA conducts each audit individually on a two to four year cycle.  As part of these audits, DCAA expresses an audit opinion on the adequacy of each system for ensuring compliance with applicable laws, regulations, and contract terms.  If DCAA identifies significant deficiencies, DFARS 242.75, Contractor Accounting System and Related Internal Controls, prescribes the procedures the ACO follows to resolve or disposition the identified deficiencies.  The ACO fully considered the DCAA’s audit opinions and any identified deficiencies when issuing the overall accounting system status.  DCAA’s audit opinions on the adequacy of the seven accounting subsystems systems are shown below:
	System
	Audit

Opinion
	Audit Report No.
	Report

Date
	Notes

	Control Environment and Overall Accounting
	Adequate
	
	
	

	General IT
	Adequate
	
	
	

	Budget and Planning 
	Adequate
	
	
	

	Compensation 
	Adequate
	
	
	

	Labor 
	Inadequate
	
	
	a.

	Indirect and ODC 
	Adequate
	
	
	

	Billing 
	Inadequate
	
	
	b.


a.
If DCAA found the subsystem to be adequate, an explanatory note is not required.

b.
If DCAA found the subsystem to be inadequate, an explanatory note is required.  The explanatory note should separately address each unresolved deficiency.  

(1)
The ACO should explain the rationale for agreeing or disagreeing with DCAA in the explanatory note.  

(2)
If the contractor has demonstrated to the ACO’s satisfaction that all deficiencies have been corrected, the ACO should state so in the explanatory notes.
2.
Estimating Systems.  This is an example of the format for any required explanatory notes for the remaining business systems.  If the ACO determines that a business system is inadequate, the ACO should “disapprove” the system and include an explanatory note.  The explanatory note should explain the deficiencies that led to the ACO’s decision to “disapprove” the system, the potential impact to our customers, and any efforts the ACO has underway to mitigate the risk associated with the system inadequacies.  If the ACO determines that a business system is adequate, the ACO should “approve” the business system.  For “approved” business systems, an explanatory note is required unless the system has minor deficiencies.
3.
Cost Accounting Standards (CAS) Disclosure Statement.  The ACO should include the status of the contractor’s CAS Disclosure Statement.  List all Disclosure Statement changes that have not been determined to be adequate and compliant by the effective date of the change. Identify what actions are being taken to resolve these outstanding issues. If the contractor has significant unresolved CAS noncompliances, the ACO should also summarize those issues and the actions being taken to resolve them.
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