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Guidance for Contractor Business Systems - Legacy Determinations and Reports
1. General Information.
a. Contractor business systems are defined as accounting, earned value management, estimating, material management and accounting, property management, and purchasing systems.
b. DFARS 252.242-7005(b) defines “acceptable contractor business systems” as contractor business systems that comply with the terms and conditions of the applicable business system clauses.  
c. For the purposes of this guidance –
i. “Legacy Determination” means a determination issued by a contracting officer (CO) as other than “approved” or “disapproved” based on terms and conditions of business system clauses dated prior to the interim DFARS rule issued May 18, 2011.  
ii. “Legacy Report” means a report issued prior to the interim DFARS rule dated May 18, 2011 by a DCMA functional specialist or DCAA auditor documenting findings based on business system clauses.  
d. For contractors who have a CACO or DACO assigned, the CACO or DACO is responsible for approving or disapproving the business system for the corporate or specific business segment/division. There are many instances whereby reviews are conducted on business segments that are contractor site-specific.  If that site is part of a larger business segment that has an assigned DACO, the DACO is responsible for determining the acceptability of the business system.  Although the site may have a cognizant ACO, if it is under a business segment with an assigned DACO, the DACO is the responsible Contracting Officer.  If there is no assigned DACO, the ACO is responsible for determining the acceptability of the business system. When the acronym “CO” is used, it refers to the appropriate CACO, DACO or ACO responsible for determining the acceptability of the system in accordance with the terms and conditions of the applicable business system clause and approving or disapproving the system.
2.  Reviewing Legacy Reports.  COs shall review functional specialist or auditor reports and decide whether the report is a legacy report.  Findings in legacy reports may or may not be considered to be significant deficiencies under the terms and conditions of current business systems clauses.  After establishing that a report is a “legacy report,” the CO shall:
a. Review the legacy report findings and deficiencies, in consulting with the functional specialist or auditor, based on the report/audit, and make an integrated assessment to determine whether any identified deficiencies are considered significant deficiencies.
b. If there are no deficiencies or the deficiencies are not considered significant, the CO shall issue a determination, notifying the Contractor, in writing, that the system is approved and shall update Contractor Business Analysis Repository (CBAR) eTool to ensure it is current and accurate.
c. If the findings are considered significant or if the CO cannot determine if the deficiencies in the report/audit have been corrected or determine that the contractor’s system has changed since the legacy report was issued, the CO shall request a follow-up review from the functional specialist/auditor and will indicate the system status in the CBAR eTool as “Not Evaluated.”  The CO needs solid evidence of a significant deficiency traceable to one or more of the systems criteria in order to disapprove a business system. 
d. Once the follow-up report/audit has been received, the CO shall proceed in accordance with the DCMA Contractor Business System Instruction.
3.  Reviewing Legacy Determinations.  Legacy determinations are those determinations where the CO has documentation of an existing business system determination made prior to May 18, 2011 and that determination was other than Approved, Disapproved, Adequate, Acceptable or No Non-Compliances Found. Consequently, they should be coded Not Evaluated.  For legacy determinations (other than Approved, Disapproved, Adequate, Acceptable or No Non-Compliances Found) issued to a Contractor, the CO shall:
a.   Review ALL AVAILABLE documentation and consult with the functional specialist/auditor to make an integrated assessment to determination whether the deficiencies are considered significant deficiencies.  Factors that should be considered in converting the not evaluated status of a business system to approval or disapproval include but are not limited to the following:
1) Age of legacy report 
2) Information available since the date of the last report [e.g. DCAA ICAP audits, flash reports, deficiency reports, proposal reviews (for estimating systems), disclosure statements (if CAS-covered), post payment reviews (for contract financing), Program Assessment Reports (PARs), financial capability reviews, etc.]
3) Whether the contractor submitted an adequate Corrective Action Plan (CAP).
a. Was the CAP reviewed for implementation?
b. Does DCAA auditor or DCMA functional specialist have any indication, through follow-up reviews, the noted significant deficiencies still exists?
4) Since the legacy report has the company reorganized, been acquired/sold, or acquired business segments such that the legacy report does not reflect the current company’s organization.
b. If there are no deficiencies or the deficiencies are not considered significant, the CO shall issue a determination, notifying the Contractor, in writing, that the system is approved and shall update Contractor Business Analysis Repository (CBAR) eTool to ensure it is current and accurate.
c. If the findings are considered significant or if the CO cannot determine if the deficiencies in the report/audit have been corrected or determine that the contractor’s system has changed since the legacy report was issued, the CO shall request a follow-up review from the functional specialist/auditor and will indicate the system status in the CBAR eTool as “Not Evaluated.”  The CO needs solid evidence of a significant deficiency traceable to one or more of the systems criteria in order to disapprove a business system. 
4.  The CO shall follow the applicable DFARS business system policy, clauses, and the DCMA Contractor Business Systems Instruction for issuing an initial determination, issuing a final determination, monitoring Contractor’s corrective actions, and for actions to be taken when the Contractor notifies the CO in writing that all system deficiencies have been corrected.  
a) The CMO Contracts Director or the Director of the CACO/DACO Division of the Cost and Pricing Center shall approve the initial determination notice before issuance.  
b) Rejection of advice from the functional specialist or auditor on a business system is subject to Board of Review requirements.
c) COs shall follow DCMA Contractor Business Systems Instruction at Paragraph 1.4.2 for obtaining appropriate review of final determinations.  
5.  Payment Withhold.  In the absence of the applicable business system clause and DFARS Clause 252.242-7005, Contractor Business Systems, the ACO shall not implement a payment withhold.  There may be instances where findings in legacy reports are considered to be significant deficiencies in accordance with the terms and conditions of the current business system clause, and the Contractor has already submitted an acceptable corrective action plan and is effectively implementing the plan.  In those instances, the ACO should consider applying a 2% payment withhold to contracts containing the DFARS Clause 252.242-7005 and applicable business systems clause.  ACO’s shall follow DFARS Contractor Business Systems policy at DFARS 242.70 and DCMA Contractor Business Systems Instruction, Paragraph 3, when implementing and administering payment withholds.
[bookmark: OLE_LINK1][bookmark: OLE_LINK2]6.  Automated Systems.  CO’s shall ensure the business system status in the Contract Business Analysis Repository (CBAR) eTool is always current and accurate.  Business system status selections in CBAR include “Approved”, “Disapproved”, “Not Evaluated”, or “Not Applicable”.  For legacy determinations, CO’s shall enter business system status as follows:

a.  Approved:  CO issued a legacy determination finding the business system to be “approved,” “adequate,” “acceptable,” or “no non-compliances found.”
b.  Disapproved:  CO issued a legacy determination finding the business system to be “disapproved.”
c.  Not Evaluated:  CO’s legacy determination used terminology other than “approved” “adequate,” “acceptable,” or “no non-compliances found” or “disapproved,” then the business system status should be entered as “Not Evaluated” until a follow-up review is completed and the CO issues a final determination “approving” or “disapproving” the business system. 
d.  Not Applicable: Requirement to maintain the business system does not exist.
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