











DoD Strategy of IUS Audit Readiness

10 regarding amortization and impairment to any unamortized cost of the IUS. However, if the
DoD Component does not have sufficient source documentation to support the IUS amount
capitalized in accordance with SFFAS 10, they will write off the unsupported amount prior to
October 1, 2016. This same approach will be followed for any additional IUS placed in service
between the current date and October 1, 2016.

DoD Components must evaluate any IUS in development as of the current date that they have
capitalized which meets the criteria for capitalization under SFFAS 10

(see Table 2). If the DoD Component has sufficient source documentation to support the IUS in
development amount capitalized in accordance with SFFAS 10, they will continue to accumulate
such costs until the JUS is placed in service or written-off due to impairment during the software
development stage. Once the IUS is placed in service, the DoD Component must apply the
provisions of SFFAS 10 regarding amortization and impairment to the accumulated amount.
However, if the DoD Component does not have sufficient source documentation to support the
IUS in development amount capitalized in accordance with SFFAS 10, they will write-off the
unsupported amount prior to October 1, 2016. This same approach will be followed for any
additional IUS in development costs incurred between the current date and October 1, 2016.

DoD Components must develop a plan to establish and/or enhance systems, processes and
procedures to be fully compliant with accounting for IUS under SSFAS 10 by October 1, 2016.
This includes documentation of the systems, internal controls, processes and procedures; such
documentation will be required during an audit.

B. Activities on and after October 1, 2016

DoD Components shall capitalize IUS costs for IUS placed in service and TUS in development in
accordance with the provisions of SFFAS 10. The DoD Components must have sufficient
source documentation to support the capitalized amounts of IUS on the basis of actual historical
cost. The DoD Components must apply the provisions of SFFAS 10 regarding amortization and
impairment to any unamortized capitalized cost of the IUS.

The DoD Components shall also fully implement the systems, internal controls, processes and
procedures to be compliant with accounting for IUS under SSFAS 10. They must also
periodically review and update the documentation of the systems, processes and procedures as
needed.

Three key updates to DoD policy will be implemented. a) Accountability requirements; b) The
establishment of formal acquisition reviews; and, ¢) DoDI 5000.02, Federal Acquisition
Regulations, and the Defense Federal Acquisition Regulation Supplement, and cost accounting
policies will be amended to require that Contract Line Item Number (CLIN) structures for I[US
acquisition map to the appropriate capital or expense United States Standard General Ledger
(USSGL) accounts.
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