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The Million Dollar Question

Do you have an Approved 
Accounting System?



Purpose

An accounting system review evaluates a company's financial 
policies, procedures, and internal controls to ensure they can 
produce accurate, reliable data to comply with regulations and 

properly segregate costs. It validates that the system can handle 
project tracking, maintain adequate documentation, and protect 

assets, often serving as a necessary precursor for contract 
awards.



Fact or Fiction?

A business can contact DCAA and request an audit.



• Much less in scope
• Conducted during 

proposal review/before 
contract award

• Requested by ACO

• Much more in scope
• Conducted 

subsequent to 
contract award

• Initiated by DCAA or 
ACO

Pre Award Post Award
   

vs
      



1. Written Accounting Policies and Procedures
2. Accounting software(s) configured to handle 

projects and an indirect structure
3. Properly trained staff, essential
4. DCAA audits and deems acceptable

   
What Makes An Approved Accounting System

      



• Summary of Accounting System
• Financial Risk Management
• Financial Reporting
• Accounting for Direct Costs
• Accounting for Indirect Costs
• Budgeting
• Travel

Written Accounting Policies and Procedures
(sample)

• Accounting for Unallowable Costs
• Billings and Accounts Receivable
• Accounts Payable
• Purchasing
• Timekeeping
• Estimating System



• No particular accounting software is recommended or required
• Not limited to one software

• Use of a different timesheet program
• Use of a third-party payroll provider
• Use of Excel to develop indirect rates/contract reporting

Requires system to be fully operational

Software Requirements



Fact or Fiction?

Costpoint and Unanet are approved accounting systems.



• Preaward Survey of Prospective Contractor Accounting System Checklist
• Trial Balance
• Balance Sheet
• Income Statement
• Aged AP Report
• Aged AR Report
• Samples of Project Summary Reports (PSRs)
• AR Invoices that match the PSRs
• Direct Labor reports
• Direct Travel reports along with expense reports
• Actual Burden Rates 
• Chart of Accounts
• General Ledger Detail YTD

What DCAA will ask for…



Chart of Accounts



PreAward Survey of Prospective Contractor 
Accounting System Checklist



PreAward Survey of Prospective Contractor 
Accounting System Checklist



What to Expect when DCAA Visits
Sit along side the AP clerk and walk thru entering a bill

During this process prove that the bill is properly approved

Continue thru to the payment process and insure segregation of duties

DCAA will request to see the detailed labor selected from a PSR

DCAA decides on a sample and wants to see some timesheets

Selects an employee and confirm $$ are accurate based on salary

Travel costs from PSR is selected to view expense report

Confirm that the back up is accurate and complete, hard or soft copy

Make sure it flows thru to the invoice accurately and with correct 
burdens



• Perception Is Everything, be prepared
• Involve your staff, they need to take ownership
• Don’t assume what DCAA needs, ask for clarification
• Don’t be intimidated; breathe before you answer, you 

can step back and get back with them

Helpful Hints



• No monthly closing process
• Improper Timekeeping
• No segregation of costs
• Billings not reconciled with Cost Reports
• Process doesn’t follow your written 

procedure

Common Deficiencies



DCAA’s Response

Pre Award
WHAT WE FOUND

We determined XYZ, Inc.’s accounting system is designed for award of a 
prospective contract, and the accounting system is in operation.

Unqualified Opinion

 In our opinion, XYZ, Inc.’s accounting system design complies in 
all material respects, with the criteria contained in FAR 53.209-1(f), 
Standard Form 1408 (SF 1408).  The accounting system is in operation.



DCAA’s Response

Post Award
WHAT WE FOUND

We found the contractor’s accounting system complies with the DFARS 
252.242-7006, Accounting System Administration requirements.

Unqualified Opinion

 In our opinion, XYZ, Inc.’s accounting system complies in all 
material respects, with the criteria contained in DFARS 252.242-7006, 
Accounting System Administration requirements, for the period January 1, 
2025 through June 30, 2025.



Fact or Fiction?

DCAA is your friend.



• SF-1408 – Standard Form 1408, PreAward Survey of Prospective 
Contractor Accounting System

• Pre-Award Survey of Prospective Contractor Accounting System 
Checklist

• 17740_AP_Post Contract Award Acct Sys – Post Award 
Accounting System Audit at Nonmajor Contractors Audit Program

• DCAA PUBLICATION DCAAM 7641.90 - "Information for 
Contractors“ – Enclosure 3

Helpful Resources
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Questions?
Joy Parker, CPA
Senior Manager

BMSS Advisors & CPAs
jparker@bmss.com

256.384.7396

If you have a question that you’d like to ask, please use the Q&A Button at the bottom of your screen.

CPE certificates will be issued approximately two weeks after the presentation.

mailto:jparker@bmss.com
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