BUSINESS DECISION POINT PAPER – Carolyn Guinan Team 2
Problem Statement – The contractor’s accounting and estimating systems are inadequate resulting in unreliable proposals, unbillable costs, and unreliable business data. DCMA wants to influence the contractor to fix their system.
· Discussion:
· Background: The contractor converted to an Enterprise Resource Software, SAP, without adequate system testing.  The system didn’t work as planned.  Prior to conversion, the contractor canceled most of their written policy and procedures and suspended internal control reviews assuming the system would be easy to use, would force accommodation to system formats and provide adequate safeguards. Users were not familiar with how the system should work so they developed workarounds. System didn’t meet standard financial or cost accounting standards.
· Key Actors:   CEO, CFO, and All Company Vice Presidents, the DACO, DCAA, Buying Activity Customers
· Assumptions and Constraints –  Resources, time,  government independence.
· Cause and effect – Accounting data is the foundation of a contractor’s operations providing information about how much it costs to do work, to evaluate profitability, to adequately recover costs, to bill and pay customers.  Foundation crumbles – system collapses.
· Impact – Accounting records are not reliable for payment purposes, or for estimating purposes.  Costs collected are not accurately distributed.  Contractor’s financial statements are not accurate.  Historical data is corrupted.   Since the data has been unreliable, it has been impossible to produce accurate billings, to propose based on historical data, to determine indirect costs, to estimate indirect rates.   Proposals are difficult to negotiate.  Program expenditures lag making those monies vulnerable for reallocation to other programs.

· Evidence, Facts, Supporting Data – DCAA Audit Report cited 84 basic accounting system weaknesses, 14 classified as major.  Contractor has no internal controls.  Contractor has few written policies or procedures allowing employees to circumvent sound accounting procedures.  
· Alternatives

1.  Form a joint IPT with key Stakeholders – the Contractor, DCAA, and DCMA

2.  Encourage  the contractor to fix their system and offer Government Consultation

3.  Force the contractor to fix their system by taking maximum remedies

· Criteria for Selecting Alternative Recommendations

Minimize impact to buying offices’ billings and proposals


Improved timeline and reduce resources 

Getting buy-in from all stakeholders and maintain government independence
· Recommendation:  Leadership council should charter a team with the contractor assuming the lead role and the government providing just-in-time review of proposed fixes. Government will withhold some payment until correction. Exit criteria for the team will include correction of system deficiencies, establishing adequate policies and procedures, and installing internal controls.
