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that Defense Contract Audit Agency (DCAA) changes had on procedures for designating contractors
as high risk. GAO found that: (1) under fiscal year (FY) 1991 DCAA procedures, the number of
contractors showing high risk in at least one comparable risk factor increased from 65 in FY 1991 to
96 in FY 1992, a 48-percent increase; (2) in FY 1992, DCAA changed its procedures for assessing
contractor risk by dropping suspected irregular conduct as an evaluation and adding accounting
system deficiencies and the amount of recommended price adjustments as factors; (3) DCAA also
increased the number of levels of risk to four, provided specific criteria for determining the
appropriate level of risk, and changed the way it determined whether a contractor should be
designated as high risk; (4) using the revised procedures, only 10 contractors were designated as
high risk, an 85-percent decrease from the 65 contractors designated as high risk in FY 1991; (5) the
averaging calculation of the new procedure was a major reason for the decrease in the number
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