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David (Dave) Fix, CPA, CFE

Director

35+ Years with Defense Contract Audit Agency
Regional Audit Manager (DCAA Adjunct Instructor as well)
Regional Special Programs Manager
Chief, Investigative Support

Branch Manager (CONUS & OCONUS), Supervisory Auditor, Technical
Specialist, Auditor

36 Years as Air Force Reservist-last duty: Chief, Contracting Inspections, Air
Force Reserve Command, Robins AFB, Georgia

\ 3 —plus years with Redstone

Business Systems, CAS, FAR, DFARS, Forward Pricing Proposals, Claims
BS in Accounting, State University of NY at Buffalo; MS, Accounting — Western New
England College (now University); Graduate of Department of Defense Executive

Leadership Development Program; CPA (Active Licenses) —Alabama, Georgia, & North
Carolina; Certified Fraud Examiner (CFE)
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Learning
Objectives
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v" Change is THE “Word” in Government

=  Recognize the key elements of DCAA’s organizational
restructuring and why it is occurring

v" Changes to Agencies — DCAA Org Changes

= |dentify how recent and upcoming changes may affect
audit processes and contractor interactions

v" Impacts to DCAA Audits?

=  Evaluate the potential benefits and challenges created by
centralization, “tiger teams,” and virtual audits

v' Takeaways

= Anticipate the implications for specific audit categories,
including incurred cost, forward pricing, business systems,
and CAS compliance

; REDSTONE



“Change”is
the WORD in

Government
This Year
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@ Department of Government Efficiency

The people voted for major reform.

Overall Change Perhaps is THE “Word”

= PolicyIssue changes: extending tax cuts, boarder
security, clean energy, etc.

= |mpactsto Federal Agencies
= Significant Reductions in spending
= Significant reductions in federal workers

= Federal Contracting:
= FAR Overhaul
= Implementing numerous Executive Orders
=  Changesto auditors - DCAA

4 REDSTONE



Table 1 - DCAA Workforce

DCAA Organization

Employee Number | Percent

Auditors 3469 89%

D C AA Professional Support Staff 487 11%
Director Total Employees 3956 | 100%

Deputy Director

Organization e
Prior to 2025

< ot l Oeneral Counet

Equal Employment Opportunity I =

: 2 | Corporate Audit Directoraté
Operations Eastern Region Northrop Grumman
Human Capital & Corporate Audit Directorat:

Central Region -
Resource Management €

Wh at Used to Policy and Quality

Legend
B Director’s Office
Headquarters
e (Y X)) aa
Regions

Corporate Audit
Directorates

Boeing

Corporate Audit Directorat
Western Region General Dynamics /
RTX

Corporate Audit Directorate ‘

Field Detachment Lockheed Martin / BAE
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“Future” DCAA Organization as of 9/30/2025

Estimated total workforce: 3,000

DCAA Future Structure
e || S ' NLT September 30, 2025
rrmmnans W era ' Tawsl t Opngmart anXy II
Operaton ll_ e e
Mincs OAL Chicago Brarch Ofic |
= = Newand
Human Capital & - oo .
Resource Management }— fn‘:" PP lmprOved?
Lngstative A ’I_ o » Justre-packaged?
’I‘ =  More efficient?
Office of the
Genera! Counsel Field Detachmaent
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Another Depiction of “Future” DCAA

This may be more appealing since it looks
flattering — actual org chart for Sea is embedded

. Director
Contract Audit Deputy Director ‘ DCAA Future Structure
Standards
Policy, Quality, Human Capital Office of the

Headquarters i Legislative & Resource General

Elements Affairs Management Counsel

DCAA Sea

FiEld Land %a3 Alr Fleld Directorate

Elements Directorate Directorate Drectorate Detachment
—_— e
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= Elimination of CADs and regions to reduce costs and

DCAA Improve operational efficiency.

. . = Implementation of the new org no later than September
Reorganlzatlon 30, 2025, ...is pretty much done.

Announce me nt = |ntroduction of a central headquarters and three primary

- Apn[ 7, 2025 Directorates - Land, Sea, and Air. The new structure
will align with contractors’ products [best fit?].

=  |mplementation of a new Centralized Audit Function
(CAF) where the CAF will focus on specialized audits and
projects, offering a more centralized and targeted
approach ... for example, “tiger teams.”

= Reassignment of Financial Liaison Auditors to the
Directorate that best supports their customer base. New
title: Sr. Customer Representatives.

This Photo by Unknown Author is licensed under CC BY-ND

© 2025 Redstone Government Consulting, Inc. 8 ? : D S TO N :



https://www.higheredjobs.com/blog/postDisplay.cfm?post=1225
https://creativecommons.org/licenses/by-nd/3.0/
https://creativecommons.org/licenses/by-nd/3.0/
https://creativecommons.org/licenses/by-nd/3.0/

= (Consolidating 40 smaller audit suboffices, with
10 or fewer personnel.

DCAA Office

ConSOlidations = Combining physical offices, streamlining the
physical footprint and cutting back on leases and

associated costs. Impacting about 160
personnel.

=  Reducing physical workspace with a goal of
terminating at least 30% of its leases over the
next three years with an aim of better
collaboration.

© 2025 Redstone Government Consulting, Inc. 9 ? : D S TO N :




Office Name State | Office Name State
CA MNaval Weapons Station Earle NJ
Camarillo Suboffice Suboffice
NG Redondo Beach Azusa CA NY
Suboffice Glenville NY Suboffice
SRI International Suboffice CA New York Suboffice NY
NG Redondo Beach Suboffice | CA Battelle Memorial Suboffice OH
Fort Lauderdale Suboffice FL Piketon Suboffice OH
FL Penn State University PA
D CAA C lose d Jacksonville Suboffice Suboffice
DRS Suboffice FL Charleston Suboffice sSC
. Georgia Tech Suboffice GA Tullahoma Suboffice N
RTX Collins Aerospace lowa | IA BAE Ordnance Systems N
Offl ces Suboffice Kingsport Suboffice
Boise Suboffice 1D West Knoxville Suboffice N
Rolls-Royce Corp. Suboffice IN Austin Suboffice X
Baton Rouge Suboffice LA El Paso Suboffice X
LA LM Aeronautics Fort Worth ™=
New QOrleans Suboffice Suboffice
Offices that were _ | | MA | LM M&FC Grand Prairie TX
Mitre Corporation Suboffice Suboffice
° BAE Electronic S_‘_n.rstems MA VA
1 0 I I"I n u m ber OI’ Lexington Suboffice CACI Inc, Federal Suboffice
Baltimore Suboffice MD Serco Inc Suboffice VA
Le SS MI | BAE Radford Army VA
Grand Rapids Suboffice Ammunition Plant Suboffice
Kansas City Suboffice MO Burlington VT Suboffice VT
Vertex Suboffice MS Ft. Vancouver Suboffice WA
IBM Suboffice NY Oshkosh Suboffice Wi

LI
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DCAA Org
Changes

In Conclusion

© 2025 Redstone Government Consulting, Inc.

Changes in organization will create some confusion
at least in the short-term with DCAA and auditees
alike

Continued use of “video audits”

Needed effort to find the right DCAA office (put this
info on proposals, forward year billing rates, etc.)

Use of your previously experienced auditor may be
replaced with a newer auditor that is not familiar with
your company

Be patient with this change and what overall audit
iImpact it will have

; REDSTONE



Impactto
DCAA Audits

DCAA Audit
Categories

© 2025 Redstone Government Consulting, Inc.

Incurred Cost (/Includes External Oversight)
Forward Pricing

Business Systems (Accounting, Estimating,
MMAS)

Truthful Cost or Pricing Data Statue (formerly
known as TINA or DP)

Cost Accounting Standards

Claims and Terminations

Non-Audit Services (DCAA Activity Code 49800)

. REDSTONE



Impacts on

DCAA A d Implementation of Section 803 of the FY 2018 NDAA
uaits- i .

required the use of non-federal auditors (Independent

Incurred Cost- Public Accountants or IPAs) so DCAA could complete

FY 201 8 NDAA incurred costs audits within 1 year and eliminate

DCAA’s incurred cost backlog

Public Law 115-91
115th Congress

An Act

To authorize appropriations for fiscal year 2018 for military activities of the Depart-
ment of Defense, for military construction, and for defense activities of the Depart- Dec. 12, 2017
ment of Energy, to prescribe military personnel strengths for such fiscal year, T [HR 2810]
and for other purposes.

Be it enacted by the Senate and House of Representatives of

the United States of America in Congress assembled, National Defense SEG. E-“:]. PERMWGE ﬂF INEIJR_H;ED ﬂnST EUDITS.

Authy t
SECTION 1. SHORT TITLE. ~\:‘1 f(f?lf‘?sc‘z?

St et uny oo cled e “Nakional Defbmge Aungiusbon: T80 (a) IN GENERAL—Chapter 137 of title 10, United States Code,
G 3 DRGANIEATSON ORACTINTO DEVISEUEY SARLS 09 OORTRWTO: 15 amended by inserting after section 2313a the following new

S (a) DivisioNs.—This Act is organized into four divisions as tj
ollows: ' . -
(1) Division A—Department of Defense Authorizations. seclion:
(2) DDivision BC—MDiIitary Cunstr;_lcEt:ion Aut‘l\}uﬁzali(]més. - ‘ N .
(3) Divisi —_ art: t ationz ity T i
e s O s e 1 Nowonel Bty § 2313b. Performance of incurred cost audits 10 USC 2313k
(4) Division D—Funding Tables.
(b) TABLE OF CONTENTS.—The table of contents for this Act

i e “(a) COMPLIANCE WITH STANDARDS OF RISK AND MATERIALITY. —
B e R GRS Not later than October 1, 2020, the Secretary of Defense shall

Sec. 3. Congressional defense committees.
Sec. 4. Budgetary effects of this Act.

DIVISION A—DEPARTMENT OF DEFENSE AUTHORIZATIONS
TITLE I-PROCUREMENT

Subtitle A—Authorization Of Appropriations
. 101. Authorization of appropriations.

Subtitle B—Army Programs

. 111. Authority to expedite procurement of 7.62mm rifles.
Sec. 112. Limitation on availability of funds for Increment 2 of the Warfighter In-
formation Network-Tactical program.
. 113. Limitation on availability of funds for upgrade of M113 vehicles.

© 2025 Redstone Government Consulting, Inc. 13 ? : D S TO N :




Impacts on DCAA Audits - Incurred Cost

Oversight - GAO

United States office

Figure 2: DCAA’s Risk Based Methodology for Selecting Incurred Cost Proposals for Audit

GA@ Report to Congressional Committees
. ) Proposals selected
DCAA applies risk-based sampling pfor audit:

m— methodology to determine which proposals ’
DEFENSE will be subject to audit « DCAA eualuates? labor
CONTRACT AUDIT costs, assesses internal
AGENCY Contractor submits incurred LN controls, and ensures

cost proposal including —_ Adequat? - Sampling Likelihood and that no excess costs
Formal Assessment all flexibly-priced contracts proposa categé:':: ggﬂ;tfegiue Igequt::aeradcy; ﬁit were charged
Needed to Determine for a fiscal year 9 » Auditors provide reports
ey =TT ] oS :
Future Use of DCAA evaluates incurred o - —— to contracting officers
i $5M - <§50M 5% D who settle indirect cost
Independent Public cost proposal for adequacy AN " .
Accountants and assesses risk Retigis | SS5OM - <3100M 10% rates with the contractor
proposal® Medium | $100M - 52500 20%, every 5th year for the fiscal year
~ . $250M - $500M 25%, every 4th year
E : High | =$500M - <$1 billion (B) | 25%, every other year Proposals not selected
R a $1B or more 100%, each year —> | for audit are closed by
memorandum

GAO-25-107558

Source: GAO; Defense Contract Audit Agency (DCAA) information. | GAO-25-107558

DCAA uses a checklist to assess the adequacy of contractors’ incurred cost submissions. DCAA
may determine that a contractor’s incurred cost proposal is inadequate for a variety of reasons, such
as incomplete or inaccurate information, and request that the contractor revise and resubmit the
incurred cost proposal. This process may take several iterations before the proposal is deemed
adequate, at which point DCAA applies its risk-based sampling methodology to determine which

Professional

Practice Guide

p—— Summary of DCAA’s risk-based approach
and selection for audit either by DCAA or

Department of Defense proposals will be subjecl to audit.
.
POE

GAO Report

an IPA under contract with DoD.

© 2025 Redstone Government Consulting, Inc. ? : D STO N :




Figure 1: Audits Completed by DCAA and Independent Public Accountants, Fiscal
Years 2018-2023

Impacts on
DCAA Audits -
Incurred Cost
Oversight - GAO

2018 m 3,717

United States A Office

GA@ Report to Congressional Committees

e DEFENSE
CONTRACT AUDIT
AGENCY

2023

Formal Assessment
Needed to Determine

Future Use of - Husiness sysiems, Cosl Accounting Slandard s,
Independent Public and Truthful Cost or Pricing Data Statuts

Accountants [ ctaims and Tenminatio ns

I:l Forward Pricing

[ ] Incured Cost Audite—Indapendent Public Accountants
B (ncurred Cost Audils—DCAA

Fiscal year | Numbar of audits

Soirpa: 560 analy=s of Delense Coniract Aoadit Sgoncy (DCAn ) data. | S00285107668

GAO-25-107558

THE
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|
Table 3: Cost, Timeliness, and Retum on Investment for DCAA- and Independent Public Accountant-led Incurred Cost Audits,

Fiscal Years 2020-2023
Humber of audits
mpacts on S o oA
Estimated cost Humber of timeliness Mumber of audits  Estimated returm
° Fiscal year per audit audits requirements®® completed on time on investment®
DCAA Audits - ==
2020 $3358,001 611 457 457 .27
2021 F390.543 451 323 323 $2.03
Incurred Cost 2 a1 = = i
2023 F306. 191 456 a5z 352 27
d Average F384.731 451 357 357 $2.38
Ove rs I g h t — GAO Independent Public Accountant-led Incumed Cost Audits o~
2020 $45 591 99 96 96 / $0.04
. . 2021 744 497 133 126 126 30,10
GA@ Report to Congressional Committees 22 F44 043 135 134 134 046
2023 46,897 117 114 114 $0.83
oo Average $45257 121 118 118 $0.25
DEFENSE =
CONTRACT AUDIT Source: GAD analysis of Dedense Coniract AudR Agency (DCAMA) dats, | GAO-JS-107558
AG ENCY CLEARED AS AMENDED — Figure I — Return on Investment
Note the significantly lower ' DCAA Return on Investment
Formal Assessment . -
Needed to Determine E Stl m at ed Ret urnon Report to Congress on FY 2024 Activities ’ 72"
Future Use of . . Defense Contract Audit Agency o 57 . o
Independent Public Investment (ROI): IPA audits :
Accountants cost more than its ROI. For an 2 I I I
Agency that uses ROl for its v
justification, this is counter =
to what it wants to report to o
GAO-25-107558 Co ngress.

© 2025 Redstone Government Consulting, Inc. 16 ? : D S TO N :




Impacts on
DCAA Audits -
Incurred Cost
Oversight - GAO

DEFENSE
CONTRACT AUDIT
AGENCY

Formal Assessment
Needed to Determine
Future Use of
Independent Public
Accountants

© 2025 Redstone Government Consulting, Inc.

GAO DRAFT REPORT DATED APRIL 1, 2025
GAO-25-107558 (GAO CODE 107558)

“DEFENSE CONTRACT AUDIT AGENCY: FORMAL ASSESSMENT NEEDED TO
DETERMINE FUTURE USE OF INDEPENDENT PUBLIC ACCOUNTANTS”

DEPARTMENT OF DEFENSE COMMENTS
TO THE GAO RECOMMENDATION

RECOMMENDATION 1: The GAO recommends the Secretary of Defense should ensure that
the Defense Contract Audit Agency formally assesses the future use of independent public
accountants and communicates its plans to Congress.

DoD RESPONSE: Concur. DCAA agrees with the GAO’s recommendation to formally assess
the future use of independent public accountants. DCAA recognizes the importance of this
assessment and is committed to conducting a thorough evaluation. We will present the plan to
Congress by April 30, 2026,

DCAA agrees with the GAO to assess the future need of IPAs
conducting incurred cost audits for DCAA and will present a plan to
Congress by April 30, 2026.

Accordingly, future use of IPAs by DCAA for incurred cost audits may

be phased out.

. REDSTONE



Impacts on Completed incurred cost audits during FYs 2019-2023

DCAA Audits - period required by Section 803
Incurred Cost = DCAA- $892.3 Billion in contract dollars (96.68%)

Oversight -

= |PAs- $ 30.6 Billion in contract dollars ( 3.32%)

D O D I G Findi ngs
e, e For 11 of 16 (69 percent) audits we
Y INSPECTOR GENERAL reviewed, we identified noncompliances

US. Department of Defense

with Government Auditing Standards.
We identified 34 total instances of

Evaluation of Incurred Cost Audits

Performed by Non-Federal Auditors noncompliance among the 11 audits
ey where non-Federal auditors did not:

Auditing Standards

v' 8- obtain sufficient evidence

v' 4 - use sufficient sampling methodology i DIG )
v" 11 - document the work in sufficient detail s

v" 11 - make required inquiries of management

© 2025 Redstone Government Consulting, Inc. 18 ? : D S TO N :




Overall Impact on IC Audits

=  Continued use of the risk-based approach has been operationalized - no
change expected

= Use of the risk-based approach could be “tweaked” to perform fewer incurred
cost audits at the lower dollar value strata and lower government participation
levels to lower DCAA’s overall incurred cost hours. This could happen, but do
not expect it.

= Jncreased IC audits performed by DCAA to make-up for what IPAs have done
in the last few years if IPA performed audits are phased out or eliminated -
something then has to give for DCAA to do this work ...

REDSTONE
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= Evaluates a contractor’s proposal of how much it will
cost the contractor to provide goods or services to
the government and whether these costs are fair,
reasonable, and comply with federal regulations as
applicable

= (Generally completed before contract award

Forward

= Completion can take months & hundreds of hours

Pricing Audits

= GAGAS auditrequirements may be an obstacle
where GAGAS compliance needs more hours

=  Use of non audit services (not IAW GAGAS) where an
audit opinion is NOT rendered is a potential savings
in hours and quicker completion

© 2025 Redstone Government Consulting, Inc. 20 ? : D S TO N :




Business

Systems

(Accounting,
Estimating,
MMAS)

United States.

CONTRACTOR
BUSINESS
SYSTEMS

DOD Needs Better
Information to Monitor
and Assess Review
Process

© 2025 Redstone Government Consulting, Inc.

Oversight from GAO found DCAA was not doing
timely business system audits

=  GAO Report dated February 2019 noted DCAA was
not timely in performing these audits

Implements a contract required audit

Using risk assessments
=  Perform high risk contractor business system audits

= Defernon-high risk contractor business system audits

Potential for audits to be deferred to future years

. REDSTONE



=  Contractrequired audits
= Performed in some other DCAA audits

= Performed under separate audit assignments for

COSt CAS Standards

Accountlng = Non-Modified CAS coverage: 403, 404, 407,
Standards 408-418, & 420

(CAS) = Requested CAS disclosure statements &

revisions will have higher priority

= Potential for separate CAS standard audits to be
deferred to future years

© 2025 Redstone Government Consulting, Inc. 22 ? : D S TO N :



= Requested audits
=  Higher priority

Claims & =  More complex

= Performance of audit can take months and is aresource

COntl’aCt drain to Agency overall
Tel"mlnatIOI’IS = Performance could be done via “tiger teams” from the

Directorates
=  Centralized performance
=  More experienced auditors

= Lookfor performance in at least 6 months and not to be
deferred to future years but will be carried over from one
FY to another

= Potential for these to be more closely monitored by
management for timeliness and number of hours

© 2025 Redstone Government Consulting, Inc. 23 ? : D S TO N :




Non-Audit
Services

(DCAA Activity
Code 49800)

© 2025 Redstone Government Consulting, Inc.

Available non-audit services
= No audit opinion

= No master audit program

Utilized at large contractors

= Potentialincreased utilization for lowering hours
and quicker audit turnaround/completion

Utilize for shortfall in audit staff?

Not necessarily a “secret audit weapon”

24

REDSTONE



DCAA is going to settle with fewer auditors - less than 3,000 total staff and adjust
as needed — lowest it has had since its early DCAAyears

bo

Will probably not impactitsincurred cost

Audit priorities have already been established

What’s the

Impact?

Impactto audit process —unclear if any changes

DCAA could “readjust” frequency of contract required (non-demand requested audits -
other than proposals, claims, terminations and time sensitive audits) audit effort

> B O K B

DCAA will use virtual meetings more to save travel costs

© 2025 Redstone Government Consulting, Inc. 25 ? : D S TO N :




What’s the Impact?

DCAA’s most experienced audit Brain Drain — What is left behind is less
management and staff have left; experienced
hundreds of administrative support
staff positions eliminated

REDSTONE
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What’s the
Impact?

For the GOOD

© 2025 Redstone Government Consulting, Inc.

DCAA may monitor its audits better and decrease
elapsed audit days

Improve operations through centralization to garner
more efficiencies

Centralization of “tiger teams” that have no
geographic boundaries for audits such as claims,
terminations, incurred cost adequacy
determinations, and TINA [stated that will be led from
DCAA HQ]

Less in-person meetings and utilizing virtual
meetings such as Zoom

. REDSTONE



What’s the
Impact?

NOT for the GOOD

© 2025 Redstone Government Consulting, Inc.

Less experienced audit and management staff

Less office visits

Centralization of “tiger teams” that have no
geographic boundaries for audits such as
claims, terminations, incurred cost adequacy
determinations, and TINA [stated that will be led
from DCAA HQ]

Less in-person meetings and utilizing virtual
meetings such asZoom

» REDSTONE



Takeaways

© 2025 Redstone Government Consulting, Inc.

Experienced auditors will be shifted to tiger teams
Be patient with newer and lesser experienced auditors
Expect virtual audit visits

Be prepared for audits and know what is expected and
challenge what may not be needed for audit

Keep a request for information (RFl) log since audits may
be shifted from one auditor to another and you do not
want to furnish the same information multiple times

Expect DCAA audits that cannot be deferred to future
years

Know your local DCAA office and try to keep them on your
side

. REDSTONE
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Questions OO
and Discussion a
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DOWNLOAD TODAY

Redstone

Government Consulting

2025 Critical Deadlines for
Government Contractors

This guide provides you with all of the essential information
and dates you need to know, including:

Important deadlines for your internal departments
= Accounting,

= Human Resources,
= Contracts & Subcontracts, and

=  Government Compliance

Contract performance and delivery deadlines
Deadlines for reporting and compliance requirements

Deadlines for audits and reviews

REDSTONE



Expert Insights for GovCon

Get the latest strategies, regulatory updates, and best practices
to navigate GovCon compliance challenges, optimize
operations, and drive success.

= Government Contracting Trends
= DCAA & DCMA Audit Updates

= FAR & Accounting Compliance

LEARN MORE &
SUBSCRIBE = Contracts & Subcontracts Administration

= HR & Employment Law for Government Contractors

= Project Management & Cost Control

@ RedStO ne = ERP & Software Best Practices

Government Consulting
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Redstone

Government Consulting

info@RedstoneGCl.com

www.RedstoneGCl.com

501 Madison Street SE, Ste .100
Huntsville, AL 35801

(256) 704 - 9800
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