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To download the checklist, visit: 
 

https://www.dcaa.mil/Home/Preaward?title=Preaward%20Accounting%20 
System%20Adequacy%20Checklist 

When becoming a government contractor there are many new things to think about. You are 
introduced to what feels like over 1,000 acronyms, audit after audit, and project management 
requirements. If you are a prospective government contractor with an award looming that has cost 
type work, your first encounter with DCAA will most likely be the Pre-Award Survey (SF1408). 

  

Accounting Survey and Audit Overview 
The pre-award survey is not an audit. It is an evaluation typically made by your contract 
administration office of your ability to perform a proposed contract. DCAA may be requested 
to provide information regarding the adequacy of your accounting system to accumulate the 
type of cost information required by the contract. Before the contracting officer (CO) requests a 
DCAA audit of your accounting system, the CO will ask you to complete the “Pre-award Survey 
of Prospective Accounting System Checklist.” You can find that checklist by going to the DCAA 
website, specifically the link below. The checklist provides documentation to the auditor on how 
your accounting system meets the criteria in the SF 1408. The CO will give the checklist to 
DCAA when they request an audit of your accounting system. 

The SF1408 or pre-award accounting system survey is an examination before contract award 
to determine the acceptability of your accounting system for accumulating costs for your 
prospective government contract. The audit scope is limited to obtaining an understanding of the 
design of the prospective accounting system so as to appropriately complete the SF1408 “Pre- 
award Survey of Prospective Contractor Accounting System,” and procedures essential to reach 
an informed opinion as to whether or not the design of the prospective accounting system is 
acceptable for accumulating costs and can generate the specific cost information that is required 
to execute a government contract. 

Organizations that are looking to get their first government contract may not want or need to 
install a new, more detailed accounting system unless awarded a contract. In this case, if the 
potential government contractor anticipates a contract award, it must have developed and 
designed a system that is operable, though not necessarily in use. You need to be in position to 
demonstrate the new system to the auditor and ready to implement the system prior to incurring 
any costs on the government contract. 

Sometimes the auditor may not think the system is acceptable. You and your CO will receive 
notification and typically will give you suggestions on needed corrections. Once you have 

If you are just getting started in the government contracting world, use this link 
below to access the DCAA Information for Contractors. 

 
https://www.dcaa.mil/Content/Documents/DCAAM_7641.90.pdf 

http://www.dcaa.mil/Home/Preaward?title=Preaward%20Accounting%20
http://www.dcaa.mil/Content/Documents/DCAAM_7641.90.pdf
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Is There Such a Thing as DCAA Approved Software? 
 
Just to be clear, there is no such thing as DCAA Compliant Software! It is your organization 
and procedures that will be assessed for compliance. 

 
That said, software such as Unanet, that is purpose-built for government contractors, can 
significantly help you with achieving compliance. DCAA compliance requires that your 
accounting and related business processes which collectively includes policies, manual 
procedures and tools be compliant. Software alone is not audited for DCAA compliance or 
certified, nor approved as DCAA compliant. However, Unanet software has been reviewed 
by DCAA auditors at more than one thousand customer sites and, along with the customer 
policies and procedures, approved as supporting DCAA requirements. 

incorporated the corrective actions, a follow up audit will be completed and hopefully the CO and 
DCAA will be satisfied. 

Once you have won the contract, you may be subject to an accounting system audit. The basic 
objective of this audit is to assure your accounting system is adequate for accumulating cost and 
passing those costs on through invoices presented to the government. This audit is requested by 
the CO when there is follow-up recommended from the pre-award survey or if no pre-award survey 
was done. 

 
 
 
 
 
 
 
 
 
 
 
 

What the DCAA is Looking for in the SF1408  
1. Segregation of direct and indirect costs 
2. Identification and accumulation of direct costs by contract 
3. Consistent allocation method for indirect costs to intermediate and final cost objectives 
4. Accumulation of cost under general ledger control 
5. A time keeping system that identifies employees’ labor by intermediate or final cost 

objectives 
6. A labor distribution system that charges direct and indirect labor to 

the final cost objectives 
7. Interim determination of costs charged to a contract through routine 

posting of books of account 
8. Exclusion from costs charged to the government contracts of amounts 

that are not allowable 
9. Identification of costs by contract line item and units 
10. Segregation of preproduction costs from production costs 

 
For the system to get an acceptable, all items above must be checked Yes or Not Applicable. 
Utilizing Unanet, you can be confident that you will meet the standards in FAR 53.209-I(f). 

 
FAR 31.202 defines Direct Cost 

FAR 31.203 defines Indirect Cost 
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Keeping Track of Your Time 
One of the most important aspects of government contracting is timekeeping. DCAA requires 
that the timekeeping process—collectively including policies, manual procedures, and tools—be 
compliant; timesheet software alone is not audited for compliance or certified, nor approved 
as DCAA compliant. However, timesheet software like Unanet has been reviewed by auditors at 
hundreds of customer sites and, along with the customer policies and procedures, approved as 
supporting DCAA timekeeping requirements. 

Timekeeping procedures and controls on labor charges are areas are of critical concern for 
government contractors. The key to accuracy in labor charging is your employees. Training, 
training, and more training is critical so that employees understand the organization’s policies 
and procedures and abide by them. Establishing a culture that understands the criticality 
of accurate and timely labor charging will encourage employees to get it right the first time. 
Timekeeping systems must meet the following requirements: 

1. There should be a segregation of responsibilities for labor-related activities. Internal controls 
must be established. An example would be that the responsibility for timekeeping and payroll 
should be separated. 

a. Policies and procedures must be crystal clear 
b. Controls must be monitored, and violations dealt with swiftly 

2. A culture emphasizing to employees the importance of accurate and timely timesheets. 
Reminders and training plans will help reinforce proper time charging. 

3. Employees need to have training and detailed instructions on completion of the timesheet: 
a. Record time daily 
b. Record time on the timesheet 
c. Time should be recorded by identifier (project, contract name, etc.). Employees 

should be able to access the description of the identifiers and their descriptions in 
the work authorization system. 

d. Documented process to change time sheet if needed 

 
 
 

Unanet Success Story 

With Unanet, Array successfully completed a DCAA audit that stated that their accounting 
system design complies in all material respects with the criteria contained in 
FAR 53.209-l(f), Standard Form 1408 (SF1408). 

 
“Unanet shone during our DCAA audit.” 
–Bob Deegan, Senior Vice President and CFO 
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e. Record all hours worked 
f. Certification that the number of hours worked and on what tasks are correct at the 

end of each period. 
4. A policy for timekeeping must be in place that includes the following: 

a. The supervisor should approve and cosign all timesheets 
b. The supervisor is prohibited from completing an employee’s timesheet unless the 

employee is absent for a prolonged period on some form of authorized leave. If 
the employee is on travel status, the supervisor for the employee may prepare a 
timesheet. Upon his or her return, the employee should turn in his/her timesheet and 
attach it to the one prepared by the supervisor. 

c. The guidance should state that the nature of the work determines the proper 
distribution of time, not availability of funding, type of contract, or other factors. 

d. The company policy should state that the accurate and complete preparation of 
timesheet are the employee’s responsibility. Careless or improper preparation may 
lead to disciplinary actions under company policies, as well as applicable Federal 
statutes. 

 
DCAA Labor Floor Checks or Interviews 
DCAA can send in auditors periodically, unannounced, to perform labor floor checks of your 
employees. The goal of the labor floor check is to make sure employees are working, performing 
their assigned job classification, and that they are authorized and charging to the right job 
number. These audits are meant to determine the adequacy and accuracy of the timekeeping 
system for reimbursement of labor costs under cost reimbursable, time and material (T&M), and 
labor hour contracts. 
Accurate timekeeping is very serious to the government and there are penalties for non- 
compliance. Manipulating charges to a contract may be subject to criminal charges. The 
penalties for this violation can be levied against the employee that falsified the timesheet, the 
approving supervisor, managers and officers, as well as the company. Protect everyone in your 
company by making accurate and timely timekeeping a non-negotiable requirement. 

 
 
 

Unanet Success Story 

Burns & McDonell was able to gain greater project visibility with Unanet’s time keeping solution and 
the flexibility that they gained allowed them to establish more best practices around their business 
rules and processes. After implementing, Burns & McDonnell: 
• Achieved a quick and ongoing return on their software investment 
• Has more accurate entry of time that led to better visibility into project issues and an enhanced 

ability to forecast true costs to complete projects 
• Is able to be compliant with DCAA requirements through an improved annual process 
• Maintains ad hoc reporting tools directly in the hands of their project management team 
• Experiences better control over timesheet review and approval without undue administrative 

overhead 



 

 

PLAN EXECUTE MONITOR BILL 

Why Unanet for Government Compliance? 
Unanet is purpose-built with the project or contract in mind. It is uniquely designed for 
government contractors and has been battle-tested for compliance rules and regulations. 
Our compliance features are built into the tool, making compliance part of the fabric of your 
business. Unanet currently has over 1,000 clients using and trusting the system. Unanet 
supports compliant accumulation and allocation of costs utilizing time keeping, expense 
accounting, cost pools, indirect rates, revenue recognition, and project management all in one 
truly integrated system. Whether you are a small, new, or a seasoned larger GovCon, you can 
count on Unanet for your compliance needs. Unanet is recognized by the audit agencies as being 
“compliant ready,” giving you an immediate advantage in the audit process. 

 

To learn more, download our white paper, “Unanet Support for DCAA Timekeeping Requirements” or 
sign up for a demo to see how Unanet can assist you with compliance. 

 
 

ONE SOFTWARE FOR PROJECTS, PEOPLE, & FINANCIALS 
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22970 Indian Creek Drive, Suite 200 
Dulles, VA 20166 

 
/company/unanet-technologies  @UnanetTech /Unanet-99998461372 

 

UNANET.COM 703.689.9440 • info@unanet.com 
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mailto:info@unanet.com
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OMB Control Number: 9000-0011 
Expiration Date: 6/30/2020 

Appendix: Preaward Survey of Prospective 
Contractor Accounting System 
Below is an example of the Preaward Survey form and checklist available on the 
DCAA website. Reviewing this document can help your organization prepare come audit time: 

SERIAL NUMBER (For surveying activity use) 

 
PROSPECTIVE CONTRACTOR 

Paperwork Reduction Act Statement - This information collection meets the requirements of 
44 U.S.C. § 3507, as amended by section 2 of the Paperwork Reduction Act of 1995. You 
do not need to answer these questions unless we display a valid Office of Management and 
Budget (OMB) control number. The OMB control number for this collection is 9000-0011. We 
estimate that it will take 24 hours to read the instructions, gather the facts, and answer the 
questions. Send only comments relating to our time estimate, including suggestions for reducing 
this burden, or any other aspects of this collection of information to: U.S. General Services 
Administration, Regulatory Secretariat Division (M1V1CB), 1800 F Street, NW, Washington, DC 
20405. 

SECTION I - RECOMMENDATION 
1. PROSPECTIVE CONTRACTOR’S ACCOUNTING SYSTEM IS ACCEPTABLE FOR AWARD OF 

PROSPECTIVE CONTRACT 
YES NO (Explain in 2. Narrative) 

YES, WITH A RECOMMENDATION THAT A FOLLOW ON ACCOUNTING SYSTEM REVIEW BE 
PERFORMED AFTER CONTRACT AWARD (Explain in 2. Narrative) 

 
2. NARRATIVE (Clarification of deficiencies and other pertinent comments. If additional space is 
required, continue on plain sheets of paper.) 

 
 
 
 
 
 
 
 

3. SURVEY 
MADE BY 

SIGNATURE AND OFFICE 
(Include typed or printed name) 

b. TELEPHONE NUMBER 
(Include area code) 

c. DATE SIGNED 

4. SURVEY 
REVIEWING 
OFFICIAL 

SIGNATURE AND OFFICE 
(Include typed or printed name) 

b. TELEPHONE NUMBER 
(Include area code) 

c. DATE REVIEWED 

 
 
 
 
 

IF CONTINUATION SHEETS ATTACHED - MARK HERE 
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SECTION II - EVALUATION CHECKLIST 
 

MARK “X” IN THE APPROPRIATE COLUMN (Explain any deficiencies in 
SECTION I NARRATIVE) 

 
YES 

 
NO 

 
N/A 

1. EXCEPT AS STATED IN SECTION I NARRATIVE, IS THE ACCOUNTING 
SYSTEM IN ACCORD WITH GENERALLY ACCEPTED ACCOUNTING 
PRINCIPLES APPLICABLE IN THE CIRCUMSTANCES? 

 

 
 

 
 

 

2. ACCOUNTING SYSTEM PROVIDES FOR: 
 

a. Proper segregation of direct costs from indirect costs. 
 

 
 

 
 

 

 
b. Identification and accumulation of direct costs by contract. 

 

 
 

 
 

 

c. A logical and consistent method for the allocation of indirect costs 
to intermediate and final cost objectives. (A contract is final cost 
objective.) 

 
 

 
 

 
 

 
d. Accumulation of costs under general ledger control. 

 

 
 

 
 

 

e. A timekeeping system that identifies employees’ labor by 
intermediate or final cost objectives. 

 

 
 

 
 

 

f. A labor distribution system that charges direct and indirect labor to 
the appropriate cost objectives. 

 
 

 
 

 
 

g. Interim (at least monthly) determination of costs charged to a con- 
tract through routine posting of books of account. 

 

 
 

 
 

 

h. Exclusion from costs charged to government contracts of amounts 
which are not allowable in terms of FAR 31, Contract Cost Principles 
and Procedures, or other contract provisions. 

 
 

 
 

 
 

i. Identification of costs by contract line item and by units (as if each 
unit or line item were a separate contract) if required by the proposed 
contract. 

 
 

 
 

 
 

 
j. Segregation of preproduction costs from production costs. 

 

 
 

 
 

 

3. ACCOUNTING SYSTEM PROVIDES FINANCIAL INFORMATION 
 

a. Required by contract clauses concerning limitation of cost (FAR 
52.232-20 and 21) or limitation on payments (FAR 52.216-16). 

 

 
 

 
 

 

 
b. Required to support requests for progress payments. 

 

 
 

 
 

 

4. IS THE ACCOUNTING SYSTEM DESIGNED, AND ARE THE RECORDS 
MAINTAINED IN SUCH A MANNER THAT ADEQUATE, RELIABLE DATA 
ARE DEVELOPED FOR USE IN PRICING FOLLOW-ON ACQUISITIONS? 

 
 

 
 

 
 

5. IS THE ACCOUNTING SYSTEM CURRENTLY IN FULL OPERATION? (If 
not, describe in Section I Narrative which portions are (1) in operation, (2) 
set up, but not yet in operation, (3) anticipated, or (4) nonexistent.) 
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