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MEMORANDUM FOR REGIONAL DIRECTORS, DCAA 

DIRECTOR, FIELD DETACHMENT, DCAA 
HEADS OF PRINCIPAL STAFF ELEMENTS, DCAA 

 
SUBJECT: Guidance on Resolving Contract Audit Recommendations 
 

On December 4, 2009, the Director of Defense Procurement and Acquisition Policy 
(DPAP) issued a DoD policy memorandum on resolving contract audit recommendations 
(Enclosure 1), which establishes a process for resolving disagreements between the auditor and 
contracting officer prior to contract negotiations.  The DoD Policy places the responsibility upon 
the contracting officer to discuss significant disagreements with the DCAA audit position with 
the auditor prior to negotiations.  For any significant disagreements that exist after these 
discussions, the contracting officer is required to document the discussion and the basis for the 
disagreement in the pre-negotiation objective and in a written communication to the auditor (e.g., 
an email confirming the discussion or a copy of the applicable portion of the pre-negotiation 
objective).  DCAA’s management may request that the DoD Component’s management review 
the decision, but the request must occur within three business days of receiving the contracting 
officer’s written decision.  Therefore, it is imperative that upon receipt of the contracting 
officer’s decision, the auditor immediately discuss the basis of disagreement with the 
Supervisory Auditor and FAO Manager to ascertain the need to elevate the issue.   
 

While the DoD policy memorandum defines a significant disagreement in the context of 
audits of forward pricing proposals (i.e., when the contracting officer plans to sustain less than 
75 percent of the DCAA questioned costs from a proposal valued at $10 million or more) the 
policy also provides that the DCAA Director may elevate any disagreement that he believes 
requires the DPAP Director’s attention (e.g. precedent setting or of high interest to the 
Department).  Consistent with DCAA’s current practices, DCAA should continue to elevate 
disagreements or significant issues up through the DoD Component’s chain of command.  
Disagreements should always be resolved at the lowest levels possible; however, if resolution is 
not reached, significant disagreements may need to be elevated.   
 

The process for elevating disagreements would begin with the FAO Manager discussing 
the basis for DCAA’s disagreement with the contracting officer’s management.  If unresolved, 
the disagreement should continue to be elevated.  Ultimately, the Regional Director should 
attempt to resolve the disagreement directly with the Component’s Senior Executive or Flag 
Officer in the contracting officer’s chain of command.  If the disagreement remains unresolved, 
Regional Directors should elevate the disagreement to Headquarters, Policy, for resolution with 
senior leaders in the Department.  We will update CAM Sections 1-403.3 and 1-403.4 to reflect 
the current guidance.   
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The Military Services, DCMA and DLA have established policies and procedures 
implementing the DPAP policy memorandum.  DCMA has established Contract Management 
Board of Review Procedures which substantively implements the DPAP policy memorandum.  
DCAA supports the DCMA Board of Review procedures which are available at 
http://guidebook.dcma.mil/282/index.cfm.  The Navy policies are available at 
https://acquisition.navy.mil/rda/content/view/full/7040, and the Air Force policies are available 
at http://ww3.safaq.hq.af.mil/shared/media/document/AFD-100322-023.pdf.  The Army and 
DLA policies have not yet been posted on the internet; therefore, we have included them as 
Enclosures 2 and 3 respectively.   
 

FAO personnel should direct questions regarding this memorandum to their regional 
offices.  Regional offices should direct their questions to Auditing Standards Division, at (703) 
767-3274 or by e-mail at DCAA-PAS@dcaa.mil.   
 
 
 
 /s/ 
 Kenneth J. Saccoccia 
 Assistant Director 
 Policy and Plans 
 
Enclosures:  3 
 a/s 
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