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Post-Award Accounting System 
Audit with QuickBooks

Helping You Navigate the Maze of Government Contracting

Instructor
Amanda L. White, CPA



Amanda L. White, CPA
Senior Managing Consultant, Collaborative Accounting BU Lead

§ 20+ Years Accounting Experience
§ Traditional CPA Firms
§ Started, grew, and sold small CPA practice

§ Industry Experience – both commercial & GovCon

§ 2 Years with Redstone Government Consulting
§ Outsourced Accounting
§ Review & Oversight

§ Cleanup / Specialty Projects
§ Process improvement
§ Pre-Award Audit Prep

§ AAS in Entrepreneurial Mgmt, Calhoun Community College; BS in Accounting &
MBA, University if AL in Huntsville; CPA (Active License) – Alabama
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What is a post-award accounting system audit?

§ Conducted at non-major contractors subsequent to 
contract award

§ Tests compliance with DFARS 252.242-7006(c)
§ Self-initiated or requested by ACO
§Desired outcome is finding of No Significant 

Deficiencies
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DFARS 252.242-7006(c) lays out requirements for 
Accounting System Administration

§ Some of the same requirements as in the SF1408 pre-award
survey, but is more in depth

§ Additional requirements specifically laid out include but are
not limited to:
• A sound internal control environment, accounting framework,
and organizational structure
• Approval and documentation of adjusting entries
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DFARS 252.242-7006(c) lays out requirements for 
Accounting System Administration

§ Additional requirements specifically laid out include but are not
limited to:
• Cost accounting information, as required—By contract clauses
concerning limitation of cost (FAR 52.232-20), limitation of funds
(FAR 52.232-22), or allowable cost and payment (FAR 52.216-7); and
To readily calculate indirect cost rates from the books of accounts
• Billings that can be reconciled to the cost accounts for both current
and cumulative amounts claimed and comply with contract terms
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DFARS 252.242-7006(c) lays out requirements for 
Accounting System Administration

§ Several things to be addressed not specific to the 
accounting software itself
• Policy / procedure
• Org chart
• Accounting Process Flowchart

§ https://www.acquisition.gov/dfars/252.242-7006-
accounting-system-administration.
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Chart of Accounts
• Recommend numbering structure – Revenue, Direct Costs, Fringe,

Facilities, G&A, OH all with separate sections

• Use standard, recognized account types and groupings – if additional
detail is desired, use sub-accounts

• Do not recommend using specific accounts for different vendors /
suppliers – use accounts to segregate types of expenses and the vendor /
payee field for further segregation / identification
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Chart of Accounts cont.
• Pull the Chart of Accounts report directly from QB to provide
to the auditor

• QBO / QBD: Reports > Account List

• Filter the “Account” field to just include Income / Expense
Accounts
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Segregation of Direct & Indirect Costs
• Recommend using the “Cost of Goods Sold” account type in QuickBooks

to more clearly differentiate direct costs

• Anything coded to a direct expense account (i.e. direct materials, direct
labor, direct travel, ODC) must be also tagged to a Contract or CLIN

• Demonstrate in the audit via both the Chart of Accounts report and
transactional examples, including P&L with Direct Costs segregated in the
COGS section
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Unallowable Costs
• Recommend using the “Other Expense” account type in QuickBooks to

more clearly differentiate expressly unallowable costs

• Recommend using top-line accounts for “Unallowable – G&A” and
“Unallowable – OH”

• Utilize separate QuickBooks sub-accounts for each specific type of
expressly unallowable cost; Set up placeholder accounts for the most
common, even if you don’t currently have any

©Copyright 2022. Redstone Government Consulting, Inc. 12



How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Unallowable Costs cont.
• Demonstrate in the audit via both the COA report & transactional 

examples – be able to show YTD P&L with all unallowable costs 
segregated
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Month-End Close
• Key control to demonstrate that the accounting structure, functionality & 

accounting process / procedure is being properly used & followed

• Not a system internal process in QuickBooks – recommend having a 
detailed close checklist of procedures performed each month
• Bank, credit card, and loan accounts should be reconciled using the reconciliation 

functionality within QuickBooks – demonstrate via the Bank Reconciliation Report

• Reports > Banking > Previous Reconciliation (QBD)

• Reports > For My Accountant > Reconciliation Reports (QBO)
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Month-End Close cont.
• Accrual-basis accounting is required, so close should include monthly

expense and payroll accruals, prepaid expense amortization, etc.

• Demonstrate during audit via closed Balance Sheet with accrual balances

• Need to be able to trace accrued liability balances to the corresponding
journal entries, as well as the supporting workpapers where the accruals
were calculated / determined – be prepared to walk the auditor through the
process

• Labor accruals should be calculated and recorded specifically by contract /
CLIN based on timekeeping reports

©Copyright 2022. Redstone Government Consulting, Inc. 15



How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Month-End Close cont.
• System should be locked down with a password upon completion of

monthly close – demonstrate during audit via lockdown screen in
QuickBooks

• Gear Icon > Company Settings > Advanced (QBO)
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

• Company > Set Closing Date (QBD)
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Project Accounting
• Need to be able to show capture of BOTH revenue & expenses at the

contract / CLIN level

• Best way to do that in QuickBooks is via the Customer list
• Actual customer that you invoice = Top Line Customer in QB
• Your contract / PO number with that customer = sub-customer (QBO) or job

(QB Desktop)
• Each individual CLIN = sub-customer (QBO) or sub-job (QB Desktop) under

the Contract level
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

• Customers > Customer Center (QBD)
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

• Sales > Customers (QBO)
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Project Accounting cont.
• Indirect projects would follow this same thought process – Recommend a

top line ADMIN or INTERNAL customer, with separate sub-jobs for IR&D,
B&P, etc.
• Can then track individual IR&D or B&P projects as subs of those headers

• If there are separate CLINs on a contract, then the appropriate CLIN is
what should be selected for each direct expense entry – NOT the top line
contract or customer

• Demonstrate during audit via both the Customer List and the Job Ledger
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

• Reports > Company & Financial > Profit & Loss by Job (QBD)
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Timekeeping
• Workforce Setup / Charge Line Assignment

• Each contract / CLIN must have its own charge line in timekeeping

• Each separate internal project must have its own charge line in timekeeping

• Need to have a documented process for how employees are assigned access
to a charge line

• Demonstrate that employees do NOT have access to charge lines across the
board
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

• If using QB Time – demonstrate via Manage Customers > each individual
customer should NOT have the “Assign to all team members” box checked
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

• If using QB Time – also demonstrate via My Team > individual employee
charge line assignments are made by selecting the three dots on the right
and then going into the Customers Tab from the Team Member Details
screen
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Labor Distribution
• If using QB Time + Intuit payroll, the actual execution really 

straightforward since the timecards feed directly into QB

• Demonstrate during audit by selecting an employee and tracing hours per 
job from the timecard for a given period into QB, and then the dollars from 
that matching payroll into the Job Ledger

• If using something other than QB Time or a timekeeping system that feeds in 
with project level detail and / or a 3rd party payroll provider, the process 
should include a detailed manual reconciliation and calculation / breakdown 
of labor dollars by contract / CLIN to determine / validate the journal entry 
to record the payroll – Be prepared to demonstrate in detail
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Labor Distribution cont.
• Regardless of the systems used, have to be able to trace & reconcile 

timecard level detail all the way through the system to the Job Ledger 
(P&L by Job (QBD) / P&L by Customer (QBO))

©Copyright 2022. Redstone Government Consulting, Inc. 27



How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Payroll Process
• Varies depending upon the payroll provider being used

• If using Intuit payroll native to QB, the Payroll Summary is a key report to 
have ready for demonstration during the audit

• Need to be able to reconcile the total hours / employee to the timecard 
report
• Reports > Employees & Payroll > Payroll Summary (QBD)
• Reports > Payroll > Payroll Summary (QBO)
• QB Time: Reports > Payroll > Hours Summary by Team Member
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Payroll Process cont.
• Regardless of the timekeeping and payroll provider used, not only do

these steps need to be demonstrated during audit, but should be part of
the regular payroll process
• Documented in process / procedure docs
• Check figures built into any manual worksheets to help minimize error

• Need to have documented process in place to address timecard
corrections and related controls
• Be prepared to discuss & demonstrate during audit
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Accounts Payable
• Demonstrate during audit the screens to add a vendor in QB, specifically 

focusing on the selection of payment terms – these terms drive the due 
date
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Accounts Payable cont.
• Demonstrate A/P Aging with no past due balances: Reports > Vendors & 

Payables > AP Aging Detail

• Also be able to demonstrate with actual historical direct cost to show 
timely payment specifically on direct costs
• Select an actual subcontractor or other ODC bill to show in the audit & trace 

the payment that was actually processed & show execution within payment 
terms – Be prepared to go from the vendor invoice in QB to the verification 
of pmt clearing in the bank stmt
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Accounts Payable cont.
• Discuss the process of expense entry, including who determines whether costs 

are direct or indirect & determination of allowability –demonstrate entry in QB
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Billing
• Customer invoices should be generated within QB, not offline

• Be prepared to walk through the invoicing process from start to finish, 
particularly for T&M and Cost-Reimbursable contracts

• Documented process / procedure for both should include a reconciliation of 
hours from the source data (i.e. timecards) to what is invoiced

• For cost reimbursable, documented process / procedure should include review / 
reconciliation of the Job Ledger (i.e. P&L by Job / Customer in QB) to the costs 
invoiced to the customer
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Billing
• Demonstrate during audit by selecting an invoice and tracing the hours 

invoiced back to an hours report by project from the timekeeping system; 
Trace other costs invoiced to the P&L by Job / Customer

• Demonstrate during audit the reconciliation of cumulatives per project as 
a standard part of the invoicing process
• For each contract / CLIN, pull the P&L by Job (QBD) or P&L by Customer 

(QBO)

• Filter for the contract / CLIN in question
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Billing cont.
• Set the date range to open and select the last day of the billing period as the 

end date

• Verify that the cumulative total of each direct cost category per the QB 
report ties to the cumulatives invoiced to the customer – This reconciliation 
should be documented as part of the process each month, and you should 
be able to show proof of that being performed via workpapers on file

• Reports > Business Overview > Profit & Loss by Customer (QBO)
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Billing cont.
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Billing cont.
• Be prepared to show how Provisional Rates are set up in QB for cost 

reimbursable contracts, as well as how contractual T&M rates are set up

• Recommend setting up a top-line group (“Category” in QBO) in the Items in 
QB for each year of Provisional Rates

• Recommend setting up top-line group (“Category” in QBO) in the Items in 
QB for each contract with T&M rates – this should be done at contract award 
as part of setup & be documented in the process

• Gear Icon > Products & Services (QBO); Lists > Item List (QBD)
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Billing cont.
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Billing cont.
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Limitation of Cost / Funds Monitoring
• This is something you cannot do directly in QuickBooks

• Recommendation is to have a workbook to track offline
• Each individual CLIN should be tracked
• Monitor PoP End dates, ceilings, funding, total invoiced, funding remaining, 

etc.

• Most T&M and Cost-Type Contracts require written notification to the ACO 
when getting into the last 25% of funding, so need to be able to clearly see 
this in whatever monitoring tool is being used
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Limitation of Cost / Funds Monitoring cont.
• Billing process should include a reconciliation of total amount invoiced 

per QB to the total invoicing per the monitoring worksheet – need to 
be able to demonstrate this

• Use the same P&L by Job (QBD) or P&L by Customer (QBO) report for 
this validation; Can also see the total invoiced in QB from the 
Customer List

• Documented processes should address how this monitoring 
worksheet is maintained – i.e. new CLIN’s added, updates to existing 
CLINs, etc.
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Limitation of Cost / Funds Monitoring cont.
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Indirect Rates
• Another function that cannot be performed directly in QB

• The Chart of Accounts (COA) is structured to facilitate ease of use

• Need to have an offline model for the calculation of actual rates that 
clearly reconciles back to the accounting system financials and cost 
groupings

• Recommendation is to utilize the trial balance after close each period as 
the basis for rate calculation
• Format should clearly show what accounts make up both the pool and the 

base of each indirect rate
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

§ Indirect Rates cont.
• Be prepared to show and demonstrate this model, as well as validate 

reconciliation back to the QB P&L / cost data during the audit

• Also be prepared to show application of the calculated indirect rates to 
each individual contract / CLIN; This is part of the limitation of costs / 
funds monitoring & has to be done in excel when using QB
• Revenue and direct costs per CLIN in this offline calculation must also 

reconcile back to the QB data (using the P&L by Job (QBD) / P&L by 
Customer (QBO), so be prepared to demonstrate that reconciliation
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How Does a Contractor Demonstrate Compliance 
Using QuickBooks?

SUMMARY
§ Critical difference between pre-award audit and post-award accounting system audits is that 

historical transactions are likely to be pulled as part of a post-award audit – Having processes & 
capability is not sufficient – must demonstrate actual compliant execution

§ Post award audit is much more in depth

§ We can often get a client ready for a pre-award audit in just a few weeks, but post-award 
preparation can require much more lead time if compliant processes haven’t been followed

§ P&L by Job / P&L by Customer serves as the “Job Ledger” in QuickBooks and is a critical report for 
essentially all processes – reconciliation to / from this report should be a key component of 
accounting procedures

§ DOCUMENTATION!
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Questions and  Discussion
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About Redstone Government Consulting, Inc.
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Who Are We?
§ A consulting team of the most experienced industry veterans, ex-DCAA auditors, and the brightest new talent in the industry.
§ Our expert consultants focus solely on the needs of Government Contractors.
§ Many of our Consultants previously worked in CPA firms, DCAA, law-firms, and Executive-level positions with Government Contractors.

What Do We Do?
§ FAR/CAS Compliance, DCAA and DCMA Approved Systems, Outsourced Accounting, HR Compliance and Outsourcing,

Contracts/Subcontracts Consulting, Costpoint, Unanet, and Training Programs for Government Contractors.

Why Redstone?
§ We help you navigate the maze of government contracting.  Our mission is to provide you the expertise and support you need to comply 

with all the government regulations impacting your back office and administration, thus allowing you to focus on what you do best –
Supporting your customers and fulfilling the needs of our Government and the Warfighter.



Consulting Services
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§ Compliant Approved Accounting Systems

§ Small Business Compliance

§ Accounting Outsourcing & CFO Consulting

§ Accounting & Billing Systems

§ Human Resources Compliance

§ Proposal Pricing & Cost Volume Support

§ Government Property

§ Material Management & Accounting System (MMAS)

§ Contractor Purchasing System Review (CPSR)

§ Cost, Pricing, & Budgeting

§ Application of Labor Laws to Government Acquisitions

§ REA’s, Claims, & Terminations

§ Incurred Cost Proposals

§ CAS Advisory Services, Cost Impact Calculation & Disclosure 

Statement Preparation & Review

§ DCAA Audit Support

§ Contracts Management & Closeout Assistance

§ Indirect Rate Strategy & Design

§ Government Compliance Training
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Webinars and Blogs
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Sign up for our blogs and whitepapers to receive
information on:

§ Current industry trends in Government Contracting
§ Latest DCAA and DCMA audit issues
§ Accounting and FAR Compliance
§ Contracts Administration
§ HR for Government Contractors
§ Employment Law
§ Project Management
§ Deltek and Unanet Implementation Guidance and User Best

Practices

www.redstonegci.com

©Copyright 2022. Redstone Government Consulting, Inc.



501 Madison Street SE, Suite 100
Huntsville, AL 35801
(256) 704 - 9800

info@redstonegci.com
www.redstonegci.com
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