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March 16, 2010
Defense Acquisition Regulations System

Attn: Mr. Mark Gomersall

Defense Pentagon

Washington, DC

20301-3062
RE:
DFARS Case 2009-D038
Proposed Rule with Request for Comments
Withholds for Business System Deficiencies 


Dear Mr. Gomersall:

I am writing on behalf of our membership to submit comments on the Department of Defense (DoD) proposal to amend the Defense Federal Acquisition Regulation Supplement (DFARS) to improve the effectiveness of DoD oversight of contractor business systems.  
The Coalition for Government Procurement is a non-profit association of over 350 firms selling commercial services and products to the federal government. Our members comprise small, medium, and large businesses actively engaged in federal business.  Our members collectively account for approximately 70% of the sales generated through the GSA Multiple Award Schedules program and about half of the commercial item sales made to the government each year.

Background
On January 15, 2010, the Department of Defense issued a proposed DFARS rule that provides procedures under which administrative contracting officers (ACOs) can withhold payments when contractors’ “business systems” contain “deficiencies,” as determined by ACOs, with assistance from government auditors, including the Defense Contract Audit Agency (DCAA.)  On behalf of our members, the Coalition has several comments to make regarding this proposal. 
Comments
The proposed rule provides ACOs authority to withhold contractor payments based on “deficiencies” in “contractor business systems.” “Contractor business systems” is defined under the proposed rule as: accounting systems, purchasing systems, estimating systems, earned value management systems (EVMS), property management systems, and material management and accounting systems (MMAS.)  However, the rule does not define “deficiencies” for each system. Where defined for some systems, “deficiencies” means a failure to maintain an element of an “acceptable business system.”  The Coalition encourages DoD to provide a clear and precise definitions of “deficiencies.”  Failure to do so will result in confusion and disputes over payment withholds. 
The proposal would impose significant administrative burdens for contractors, and disproportionately affect small businesses. Under the proposed rule, for accounting systems, contractors must maintain “a timekeeping system that identifies employees’ labor by intermediate or final cost objectives.” Under the proposal on estimating systems, contractor purchase orders must “include complete history files” and contractors must “establish and maintain adequate documentation to provide a complete and accurate history of purchase transactions to support vendors selected and prices paid.” These requirements may be unduly burdensome on contractors, especially contractors entering the federal government marketplace that do not have advanced accounting and pricing systems in place, like small businesses.

The requirements under the proposed rule apply to all contractors, regardless of size, and apply to a variety of types of contracts. The proposed rule on accounting systems applies to all cost-reimbursement, incentive type, time-and-materials and labor-hour contracts, and certain fixed-price and construction contracts. Therefore, small and mid-sized contractors performing a variety of contracts will be required to implement and maintain the same business systems as those systems implemented and maintained by the largest contractors. Thus, the proposed rule presents heightened risks for small and mid-sized contractors.

Thank you for your review and consideration of our comments. Please do not hesitate to contact me should you have any questions, or require further information.
Regards,
Larry Allen
President
The Coalition for Government Procurement
[image: image2][image: image3][image: image4][image: image5][image: image6][image: image7][image: image8][image: image9][image: image10][image: image11][image: image12][image: image13]
PAGE  
1

