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(3) Withhold payments in accordance 
with the clause at 252.242–7005, Con-
tractor Business Systems, if the clause 
is included in the contract. 

(ii) Follow the procedures relating to 
monitoring a contractor’s corrective 
action and the correction of significant 
deficiencies in PGI 242.7203. 

(d) System approval. The contracting 
officer shall promptly approve a pre-
viously disapproved MMAS and notify 
the contractor when the contracting 
officer determines that there are no re-
maining significant deficiencies. 

(e) Contracting officer notifications. 
The cognizant contracting officer shall 
promptly distribute copies of a deter-
mination to approve a system, dis-
approve a system and withhold pay-
ments, or approve a previously dis-
approved system and release withheld 
payments to the auditor; payment of-
fice; affected contracting officers at 
the buying activities; and cognizant 
contracting officers in contract admin-
istration activities. 

[65 FR 77833, Dec. 13, 2000, as amended at 76 
FR 28869, May 18, 2011; 77 FR 76940, Dec. 31, 
2012] 

242.7204 Contract clause. 
Use the clause at 252.242–7004, Mate-

rial Management and Accounting Sys-
tem, in all solicitations and contracts 
exceeding the simplified acquisition 
threshold that are not for the acquisi-
tion of commercial items and— 

(a) Are not awarded to small busi-
nesses, educational institutions, or 
nonprofit organizations; and 

(b) Are either— 
(1) Cost-reimbursement contracts; or 
(2) Fixed-price contracts with 

progress payments made on the basis of 
costs incurred by the contractor as 
work progresses under the contract. 

Subpart 242.73—Contractor 
Insurance/Pension Review 

242.7301 General. 
(a) The administrative contracting 

officer (ACO) is responsible for deter-
mining the allowability of insurance/ 
pension costs in Government contracts 
and for determining the need for a Con-
tractor/Insurance Pension Review 
(CIPR). Defense Contract Management 

Agency (DCMA) insurance/pension spe-
cialists and Defense Contract Audit 
Agency (DCAA) auditors assist ACOs in 
making these determinations, conduct 
CIPRs when needed, and perform other 
routine audits as authorized under 
FAR 42.705 and 52.215–2. A CIPR is a 
DCMA/DCAA joint review that— 

(1) Provides an in-depth evaluation of 
a contractor’s— 

(i) Insurance programs; 
(ii) Pension plans; 
(iii) Other deferred compensation 

plans; and 
(iv) Related policies, procedures, 

practices, and costs; or 
(2) Concentrates on specific areas of 

the contractor’s insurance programs, 
pension plans, or other deferred com-
pensation plans. 

(b) DCMA is the DoD Executive 
Agency for the performance of all 
CIPRs. 

(c) DCAA is the DoD agency des-
ignated for the performance of contract 
audit responsibilities related to Cost 
Accounting Standards administration 
as described in FAR subparts 30.2 and 
30.6 as they relate to a contractor’s in-
surance programs, pension plans, and 
other deferred compensation plans. 

[71 FR 9273, Feb. 23, 2006, as amended at 77 
FR 76940, Dec. 31, 2012] 

242.7302 Requirements. 
(a)(1) An in-depth CIPR as described 

at DFARS 242.7301(a)(1) shall be con-
ducted only when— 

(i) A contractor has $50 million of 
qualifying sales to the Government 
during the contractor’s preceding fiscal 
year; and 

(ii) The ACO, with advice from DCMA 
insurance/pension specialists and 
DCAA auditors, determines a CIPR is 
needed based on a risk assessment of 
the contractor’s past experience and 
current vulnerability. 

(2) Qualifying sales are sales for 
which certified cost or pricing data 
were required under 10 U.S.C. 2306a, as 
implemented in FAR 15.403, or that are 
contracts priced on other than a firm- 
fixed-price or fixed-price with eco-
nomic price adjustment basis. Sales in-
clude prime contracts, subcontracts, 
and modifications to such contracts 
and subcontracts. 
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(b) A special CIPR that concentrates 
on specific areas of a contractor’s in-
surance programs, pension plans, or 
other deferred compensation plans 
shall be performed for a contractor (in-
cluding, but not limited to, a con-
tractor meeting the requirements in 
paragraph (a) of this section) when any 
of the following circumstances exists, 
but only if the circumstance(s) may re-
sult in a material impact on Govern-
ment contract costs: 

(1) Information or data reveals a defi-
ciency in the contractor’s insurance/ 
pension program. 

(2) The contractor proposes or imple-
ments changes in its insurance, pen-
sion, or deferred compensation plans. 

(3) The contractor is involved in a 
merger, acquisition, or divestiture. 

(4) The Government needs to follow 
up on contractor implementation of 
prior CIPR recommendations. 

(c) The DCAA auditor shall use rel-
evant findings and recommendations of 
previously performed CIPRs in deter-
mining the scope of any audits of in-
surance and pension costs. 

(d) When a Government organization 
believes that a review of the contrac-
tor’s insurance/pension program should 
be performed, that organization should 
provide a recommendation for a review 
to the ACO. If the ACO concurs, the re-
view should be performed as part of an 
ACO-initiated special CIPR or as part 
of a CIPR already scheduled for the 
near future. 

[78 FR 13544, Feb. 28, 2013] 

242.7303 Responsibilities. 
Follow the procedures at PGI 242.7303 

when conducting a CIPR. 

[71 FR 9273, Feb. 23, 2006] 

Subpart 242.74—Technical Rep-
resentation at Contractor Fa-
cilities 

242.7400 General. 
(a) Program managers may conclude 

that they need technical representa-
tion in contractor facilities to perform 
non-contract administration service 
(CAS) technical duties and to provide 
liaison, guidance, and assistance on 
systems and programs. In these cases, 
the program manager may assign tech-

nical representatives under the proce-
dures in 242.7401. 

(b) A technical representative is a 
representative of a DoD program, 
project, or system office performing 
non-CAS technical duties at or near a 
contractor facility. A technical rep-
resentative is not— 

(1) A representative of a contract ad-
ministration or contract audit compo-
nent; or 

(2) A contracting officer’s representa-
tive (see 201.602). 

[70 FR 67921, Nov. 9, 2005] 

242.7401 Procedures. 
When the program, project, or sys-

tem manager determines that a tech-
nical representative is required, follow 
the procedures at PGI 242.7401. 

[70 FR 67921, Nov. 9, 2005] 

Subpart 242.75—Contractor Ac-
counting Systems and Related 
Controls 

SOURCE: 76 FR 28870, May 18, 2011, unless 
otherwise noted. 

242.7501 Definitions. 
As used in this subpart— 
Acceptable accounting system, and ac-

counting system are defined in the 
clause at 252.242–7006, Accounting Sys-
tem Administration. 

Significant deficiency is defined in the 
clause at 252.242–7006, Accounting Sys-
tem Administration. 

242.7502 Policy. 
(a) Contractors receiving cost-reim-

bursement, incentive type, time-and- 
materials, or labor-hour contracts, or 
contracts which provide for progress 
payments based on costs or on a per-
centage or stage of completion, shall 
maintain an accounting system. 

(b) The cognizant contracting officer, 
in consultation with the auditor or 
functional specialist, shall— 

(1) Determine the acceptability of a 
contractor’s accounting system and ap-
prove or disapprove the system; and 

(2) Pursue correction of any defi-
ciencies. 

(c) In evaluating the acceptability of 
a contractor’s accounting system, the 
contracting officer, in consultation 
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