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Recommendation 9: Permit DCAA to use IPAs to manage resources to meet time 
limits. 

Problem 
DCAA cannot eliminate its current backlog of unaudited final indirect cost rate proposals (i.e., incurred 
cost audits) while providing timely financial oversight and advisory services to contracting officers. 
DCAA needs additional resources to get and stay current with its oversight responsibilities.  

Background 
DCAA has reduced the backlog of incurred cost audits from more than 20,000 to around 4,500 but still 
has a sizeable number of current incurred cost audits in its inventory.1 According to a recent GAO 
report, DCAA possesses nearly 10,000 unaudited final indirect cost rate proposals that are not currently 
included in its backlog, many of which will be subject to an audit in accordance with DCAA’s risk 
assessment approach.2 It currently takes DCAA an average of 747 days to begin its work on a final 
indirect cost rate proposal once it is received.3 

Findings 
GAO concluded in this report that “the primary reason for the delay is due to the availability of DCAA 
staff to begin the audit work.”4 Because DCAA lacks sufficient capacity to perform the current needs of 
DoD contracting officers and eliminate its backlog of unaudited final indirect cost rate proposals, the 
time it is taking for DCAA to start its nonbacklogged incurred cost audits is growing. 

Due to the backlog and previous legislation that prohibited DCAA’s provision of audit services to 
nondefense agencies,5 NASA now allows its contracting officers to use IPAs to conduct incurred cost 
audits as well as other financial services.6  

Conclusions 
DCAA should use IPAs to provide timely audit and advisory services in accordance with statutory 
time limits. This approach will assist DCAA in eliminating its final indirect cost rate proposal backlog 
and provide better coverage and more responsiveness in other audits and advisory services. The 
contracting community will benefit from increased use of IPAs by DCAA to perform oversight 
functions. Timely performance of necessary risk management activities allows oversight professionals 
and contracting officers to gain insights into current contractor operations. This insight facilitates faster 
corrective actions (if necessary), which, in turn, reduces risks of noncompliance and DoD’s oversight 
burden. 
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DCAA is responsible for managing its oversight workload and will need to leverage IPAs to become 
and remain current relative to established time limits. IPAs and other professional services firms are 
accustomed to performing their work under time limits, in accordance with professional standards, 
and delivering useful information to their customers. Once DCAA eliminates its backlog of oversight 
responsibilities it is possible DCAA will no longer need to leverage IPAs if DCAA is able to embrace a 
more robust risk assessment process, adopt commercial engagement management and materiality 
approaches, and focus on the contracting officer as its customer. 

Contracting officers should have the authority to request from DCAA the services of an IPA or other 
qualified professional services firm if DCAA cannot accommodate contracting officers’ needs.  

The DCAA budget request should include increased appropriated funding for DCAA to contract with 
IPAs. To address the backlog of work and provide timely assistance to contracting officers and the 
acquisition team, this appropriation must be in addition to DCAA’s current budget. Decreases to 
DCAA’s budget to use IPA’s will not address the backlog and timeliness issues facing the acquisition 
system. Funding should be made available each year for a 5-year period beginning with FY 2019. 
Extension of this initial period should be subject to DCAA justification.  

Implementation 

Legislative Branch 

§ Provide appropriated funds beyond DCAAs current budget, so DCAA can contract with IPAs 
to address the backlog of work and provide timely assistance to contracting officers and the 
acquisition team. 

Executive Branch 

§ Modify DoDD 5105.36 to enable use of IPAs (a) to provide timely audit and advisory services in 
accordance with statutory time limits and (b) to become and remain current relative to 
established time limits.  

Implications for Other Agencies 

§ There are no cross-agency implications for this recommendation. 

 


