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INTRODUCTION 

Good morning Chairman Thibault, Chairman Shays, and Commissioners.  My 

name is Charlie E. Williams, Jr., and I am the Director of the Defense Contract 

Management Agency (DCMA).  Thank you for the opportunity to come before you in 

follow-up to the August 11, 2009, hearing regarding contractor business systems.  The 

Commission requested that we return to discuss actions to improve cooperation between 

the Defense Contract Audit Agency and DCMA that will enable a more effective 

oversight program, especially in the area of contractor deficiencies.  I appreciate the 

opportunity to provide you an update on our activities. 

DCMA is an agency of the Department of Defense (DoD) reporting to the Under 

Secretary of Defense (Acquisition, Technology and Logistics) (AT&L).  The DCMA 

mission is to provide contract administration services to the DoD Acquisition Enterprise 

and its partners to ensure delivery of quality products and services to the warfighter, on 

time and on cost.  The DCMA team consists of approximately 10,300 professional 

civilians and military located at over 900 locations around the world.  DCMA is 

responsible for the administration of about 325,000 contracts with unliquidated 

obligations of over $220 billion awarded to over 19,000 contractors.  DCMA accepts 

approximately 750,000 shipments of supplies and some 1,150 aircraft each year.  We also 

manage over $136 billion of government property and administer about $36 billion of 

contract financing payments each year.   



3 
 

DISCUSSION 

First, let me re-articulate to you what I wrote in my August 21, 2009, letter to the 

Commission following the last hearing that I was unable to attend.  I take very seriously 

our responsibility to oversee and hold industry accountable to maintain compliant and 

adequate business systems.  I, too, am very concerned with the current state of contractor 

business systems and am extremely interested in identifying and acting on opportunities 

to correct these problems.  As we drive industry improvements, we must ensure 

contracting officers have the right set of contractual tools necessary to take effective 

action to obtain healthy contractor business systems.   I fully support guidance and 

regulatory changes in this area and believe the entire DoD procurement community needs 

to work together to send a clear message of compliance and accountability to contractors.   

To that end, we have embarked upon a number of initiatives that I believe will deliver the 

needed results and will discuss those in relation to the recommendations for improvement 

in the Commission on Wartime Contracting Special Report 1 titled “Special Report on 

Contractor Business Systems,” dated September 21, 2009. 

1. DoD needs to improve government accountability by rapidly resolving agency 

conflicts on business systems. 

Shortly after the August 11 hearing, the DCAA Director, Ms. April Stephenson, 

and I met with the Director of Defense Procurement and Acquisition Policy (DPAP),   

Mr. Shay Assad, to seek his assistance to work key issues regarding contractor business 

systems.  During that meeting, DCMA delivered a presentation, a copy of which has been 

submitted for the written record, focused on the regulatory coverage and contract clauses 



4 
 

governing the determinations of system adequacy and the remedies available when 

deficiencies are identified.  As a result of that presentation, on September 21, Mr. Assad 

chartered a Business System Review Subcommittee under the Panel on Contracting 

Integrity1

2.  DoD needs to ensure that government speaks with one voice to contractors. 

 that will address the adequacy of the DCAA and DCMA oversight of 

contractor business systems.  The Subcommittee will also review current policy and 

procedures within DoD regarding the Department’s audit and administration of 

contractors’ business systems.  The Subcommittee is expressly tasked to evaluate three 

important areas highlighted during the August 11 hearing.  Specifically, the need for (1) a 

“common list” of contractor business systems, (2) additional contract clauses or 

regulations for each system, to include remedies such as withholds and guidelines for 

audit frequency, and (3) defined expectations or criteria for each system to determine 

adequacy.  A copy of the Business System Review Subcommittee charter is submitted for 

the written record.  Subcommittee meetings are to be held quarterly with component 

resources working the assigned taskings.  Senior leaders from Army, Navy, Air Force, 

DCAA and DCMA are Subcommittee members.  Two DCMA senior executives are 

active Subcommittee members and participants in developing a path forward to remedy 

current inadequacies.   

The results of this Subcommittee’s work should address most of the Commission’s 

recommendations for improvement contained in the September 21 Special Report on 

                                                           
1 The Under Secretary of Defense (AT&L) established the Panel on Contracting Integrity as directed 
by Section 813 of the John Warner National Defense Authorization Act for Fiscal Year 2007. 
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Contractor Business Systems, but will especially target the recommendation on the need 

“to ensure that government speaks with one voice to contractors.”  I would also add that I 

believe it is critically important to both DoD contracting officers and industry, that the 

Subcommittee offers recommendations of how to better define the swim lanes between 

DCAA’s audit responsibilities and the responsibility of DCMA to approve a contractor’s 

business system.   

3. DCMA needs to develop an effective process that includes aggressive 

compliance enforcement. 

Internal to DCMA, a team of contracting and legal personnel are reviewing the 

remedies currently available to the Government under the Federal Acquisition 

Regulations (FAR) and the Department of Defense FAR Supplement.  Specifically, it is 

reviewing the effectiveness of these remedies to address the issue of inadequate 

contractor business systems.  That team is also working to propose regulatory changes for 

possible new remedies including clear authority for suspension of costs or withholds, 

something that does not presently exist for all business system deficiencies.  

Recommendations from this team will be submitted through the DCMA Subcommittee 

members for review, validation and approval and then provided to the entire 

Subcommittee with recommendation(s) to DPAP for action.   

Other efforts are also in progress.  Ms. Stephenson and I have met to discuss 

differences of opinion on purchasing system deficiencies, a subject that was a major topic 

of discussion at the August 11 hearing.  At our September 3 meeting, the DCMA 

Contractor Purchasing System Review team provided a briefing to Ms. Stephenson and 
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me on its KBR purchasing system review.  As a result, Ms. Stephenson and I agreed that 

as a part of DCAA’s ongoing follow-up review at KBR, DCAA would conduct a review 

of those same contracts and present the DCAA findings at a subsequent meeting.  This 

will allow us to precisely compare and contrast the results with the goal of understanding 

the differences and take appropriate action to harmonize our reviews.  That follow-up 

meeting is expected to occur in November. 

While we look forward to the results of the Business Systems Subcommittee,    

Ms. Stephenson and I will continue our discussions.  I, along with the DCMA staff, am 

keenly aware and understand that we have internal Agency challenges as well.  I know 

that DCMA has some significant work to do.  Let me share some of the actions underway 

within DCMA to improve our entire enterprise.   

First, with regards to purchasing system reviews, we plan to expand the DCMA 

Contractor Purchasing System Review Center that over the next two years will triple the 

size of that organization as well as provide for additional managerial oversight of its 

operations.  This expansion is planned to increase our ability to accomplish our reviews 

more frequently, and not because the reviews have been found inadequate.  Further, when 

we are aware of issues with a certain contractor, this will provide us the capacity to 

expand the scope of our reviews. 

Second, we are conducting a complete review of all contract administration 

policies in the Agency.  This initiative is underway as a part of our strategic initiatives to 

reduce the variability in our processes and ensure our policy reflects the current 

environment. 
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Third, we are implementing a stronger set of internal controls through 

establishment of a “Board of Review” process.  This process, which the DCMA 

Executive Director of Contracts, Mr. David Ricci, testified to at the August 11 hearing, 

mandates that any determination inconsistent with DCAA recommendations is subject to 

a higher level review within DCMA.  Complementing this is an Office of the Secretary of 

Defense policy currently being coordinated that provides a process for resolving 

contracting officer disagreement with DCAA audit findings. 

Fourth, we are developing a quality assurance plan for the resolution and 

disposition of reportable audit findings.  It is unacceptable to me that we do not 

accomplish timely follow-up.  This plan will ensure appropriate and timely administrative 

contracting officer resolution and disposition of reportable audit findings and employee 

and contract leadership accountability. 

Fifth, in support of Mr. Assad’s initiative to improve cost and pricing capability 

across the entire Acquisition Enterprise, we are establishing a Cost and Pricing Center 

primarily responsible for forward pricing and indirect cost issues, and proposal and data 

analysis.  The Center will serve as a repository for cost and pricing data across the 

Department of Defense and conduct special cost reviews for the DoD enterprise.  It will 

centrally manage the recruitment and education of cost monitors and price analysts across 

the Agency.  The Center efforts will increase accountability for accuracy and 

predictability of rates, improve business base forecasting, and reduce the backlog of final 

overhead rate settlements, cost accounting standards issues and other reportable audits.  

We expect to see an overall improvement in the timeliness and quality of pricing reports 
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and technical evaluations while concurrently increasing DCMA’s competency in the 

cost/pricing functional area of expertise.  We will use Section 852 funding to recruit up to 

300 cost/price analysts over the next two years.  As of October 15, 2009, 125 centralized 

hiring selections have been made with another 50 selections scheduled before the end of 

the calendar year.  Approximately 80% of these new hires are new to the Federal 

government and come to us with private sector experience.  We expect to assign them to 

our contract management offices where they can make the biggest impact.   

Lastly, to emphasize the importance and urgency regarding our Agency 

responsibilities and specifically those of our administrative contracting officers, I held a 

Contract Leadership Summit September 24-25 with all of the Agency’s contracting 

leadership in attendance.  The purpose was to clearly articulate my expectations to each 

of the DCMA contract leaders.  I expect each of our contracting professionals to perform 

their responsibilities in accordance with law and regulation and conduct their work in an 

ethical manner.  Each Agency employee will be held accountable for their actions.   

4.  Prioritizing contingency-contractor oversight workload. 

We are recruiting and training a workforce to handle the complexities of today’s 

contracting challenges.  I made it a personal priority upon my arrival to pursue the 

resources the Agency needs to effectively operate.  However, we do not turn agencies 

like DCMA or DCAA around over night.  DCMA has used risk-based management to 

perform its mission. 
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SUMMARY 

In closing, I would like to thank the Commission for helping us to identify 

opportunities for improvement.  DCMA and DCAA employees put forth herculean 

efforts daily to provide our nation’s warfighters quality products and services, on-time, 

and at fair prices.  Our two agencies have a long history of working together 

cooperatively.  Improving our partnership through clarification of our roles and 

responsibilities will further strengthen our unwavering commitment to our military 

departments, civilians, and contractors.  Again, thank you for the opportunity to appear 

before the Commission.   
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