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Material Management and
Accounting System (MMAS)

GOVERNMENT CONTRACT REGULATORY COMPLIANCE

A Material Management and Accounting System governs how contractors plan, purchase, receive, store, issue,
and account for direct materials used on U.S. Government contracts. Under the DoD Business Systems Rule,
MMAS is one of six critical business systems that must remain adequate and compliant. A disapproved system
may result in payment withholds across affected contracts.

A contractor is required to conform to Contractor Business System MMAS requirements when they have non-
commercial cost-type contracts (as well as fixed-price contracts with progress payments) subject to the Cost
Accounting Standards. When the contractor has $40 million or more in qualifying sales (i.e., sales requiring
certified cost or pricing data) to the Government during the prior fiscal year the Administrative Contracting Officer
(ACOQO), with input from the auditor, determines whether a full MMAS review is warranted.
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Primary Objectives of a Compliant MMAS
e Ensure materials charged to contracts are necessary, reasonable, and properly accounted for.

e Provide accurate, timely, and retrievable records of material requirements, receipts, issues, and inventory
balances.

e Support valid billings and reliable cost accumulation for Government oversight and decision-making.




DFARS MMAS Criteria

The Defense Contract Audit Agency (DCAA) evaluates whether a contractor's processes and controls
effectively manage and account for materials used on government contracts. Contractors must demonstrate
compliance through documentation, system walk-throughs, and evidence that materials charged to contracts
are appropriate and accurately recorded.

DFARS identifies 10 criteria a contractor's MMAS must meet:
1.Adequate system description
2.Valid, time-phased material requirements
3.System monitoring
4. Sufficient audit trails and records
5.Inventory accuracy
6.Adequate material transfer documentation
7.Consistent and equitable material cost logic
8.Common inventory allocation controls
9.Segregation of Government-Furnished Material (GFM)
10.Internal Reviews
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DFARS allows contractors flexibility in how they demonstrate compliance. Contractors must maintain policies
and procedures that support the MMAS criteria. Significant deficiencies under the Business Systems Rule
may result in payment withholding, typically 5% for one disapproved system and up to 10% for two or more
disapproved systems, until corrective actions are completed.

DFARS provides contractors with flexibility in how they demonstrate compliance. However, contractors must
maintain policies and procedures that support the MMAS criteria. Under the Business Systems Rule,
significant deficiencies may result in payment withholdings, typically 5% for one disapproved system, or up
to 10% for two or more disapproved systems, until corrective actions are completed.

During audits, personnel responsible for MMAS processes are expected to provide detailed walk-throughs,
demonstrate understanding of MMAS criteria, and provide supporting documentation such as narratives,
flowcharts, and control evidence.

General controls evaluated include:

Adequacy of systems to meet compliance requirements
Completeness and clarity of written policies and procedures
Employee knowledge and adherence

Management oversight and remediation



THE CHESS CONSULTING ADVANTAGE

With decades of government contracting compliance and financial reporting experience, as well as firsthand
experience implementing the requirements of the Federal Acquisition Regulation, DFARS, and CAS, our
professionals are skilled in analyzing, testing, and modifying internal control systems and procedures.

Chess Consulting (“Chess”) assists contractors in preparing for MMAS scrutiny by government auditors. Our
professionals understand the complex business and regulatory climate in which government contractors
operate. We understand industry risks and have experience tailoring our approach to assess the relevant
criteria for evaluating a contractor's compliance. Our team helps contractors interpret and understand
government regulations, analyze and test the effectiveness of current controls and procedures, assist with
the preparation of policy manuals related to each critical system, and provide training to client personnel.

Representative MMAS Experience

Maritime Defense Contractor. Chess assessed the contractor's MMAS policies and procedures during the
implementation of an integrated ERP system. We identified gaps, documented best practices, and trained
client teams across all 10 MMAS criteria, including BOM, MPS, and inventory accuracy. Afterward, Chess
conducted a mock audit to test readiness.

We combine regulatory expertise, process engineering, and audit-ready documentation to help contractors
build MMAS controls that withstand DCAA/DCMA scrutiny.
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