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Housekeeping

• Important: Three (3) CPE words will be provided during the presentation. Please write them down – we 

will not provide them again via Zoom or email (no exceptions).

• Please complete the electronic survey that will appear automatically at the end of  the webinar.

• Attendees seeking CPE for this presentation must complete the survey and enter all three CPE words. 

You cannot claim CPE unless we receive a completed evaluation with the correct words.

• This presentation will be recorded and made available to download at www.grfcpa.com/webinars. 

• Technical questions about the survey can be addressed to Nathan McElveen at nmcelveen@grfcpa.com. 
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CPE Credit/Technical Support

http://www.grfcpa.com/webinars
mailto:dacosta@grfcpa.com


Housekeeping
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Additional Information

Learning Objective

To provide an overview of the implementation and management of business systems.

Instructional Delivery Methods

Group Internet-based

Recommended CPE

1.0 CPE Credit

Recommended Fields of Study

Specialized Knowledge

Prerequisites

None required

Advance Preparation

None

Program Level

Basic

Course Registration Requirements

None

Refund Policy

No fee is required to participate in this session.

Cancellation Policy

In the event that the presentation is cancelled or rescheduled, participants will be contacted 

immediately with details.

Complaint Resolution Policy

GRF CPAs & Advisors is committed to our participants’ 100% satisfaction and will make every reasonable effort to resolve complaints as quickly as possible.

Please contact kdavis@grfcpa.com with any concerns.

Disclaimer

This webinar is not intended as, and should not be taken as, financial, tax, accounting, legal, consulting or any other type of advice. Readers and users of this webinar information are advised not to 

act upon this information without seeking the service of a professional accountant.

mailto:kdavis@grfcpa.com


Paul H. Calabrese
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Steven L. Shamlian, CPA
President

Today’s Presenters

Outsourced Accounting & Advisory Services GCCM, LLC

Principal



• 3 Most Common Business Systems

• Best Practices to Prepare for Review

oEarly Development and Implementation 

Understanding & Implementing Business Systems



Regulatory mandate to implement internal 

controls over certain business processes.

Why internal controls?

• Business reasons

o Accomplishment of  management’s objectives

o Reasonable assurance against errors and misstatements

• Government reason

o First line of  defense against fraud, waste and abuse

Why Business System Regulations



1. Accounting System  

2. Cost Estimating System

3. Purchasing and Subcontract Administration

4. Government Property

5. Material Management and Accounting System

6. Earned Value Management System
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Business Systems Regulations
6 Major Risk Areas



• Threshold – CAS coverage, unless otherwise stated. Not meant for small businesses

• Requirements – See individual business system regulations

• Periodic Renewal – Not stated in the regulations, but frequently stated in the RFP, and 

generally thought between 3 – 5 years

• Penalties for Non-Compliance – Billing Withholding 5% to a maximum of  10%

Business System Regulations
General Structure



Polling Question #1

A. Not at all

B. We will out-source a consultant to help us prepare the business system.

C. We are certain our business system is in operation and will hire a public 
accounting firm to do the review.

D. Unsure

Is your organization considering the development of  1 of  the 6 business systems?
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Examining the 3 Common Business Systems

Purchasing, Accounting & Estimating Systems



• Threshold – CO’s judgement, $25M in 

flexibly priced contract sales to Govt 

(FAR 44.302)

• Benefits – Certain consent to 

subcontract and notification 

requirements may be waived
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Purchasing System
Overview



1. System description including P&Ps etc.

2. Flowdown clauses in POs and subcontracts

3. Organization plan incl LOA & responsibility

4. POs supported by PRs, selection, price, history, etc.

5. Purchase history

6. Make-or-buy policy in best interest of  Govt.

7. Competitive sourcing ex. suspended and debarred 
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8. Fair and reasonable prices (price, quality, delivery, 

technical capabilities, financial capabilities)

9. Justification of  sole and single source awards

10. Timely cost or price analysis and technical eval.

11. Document negotiations IAW FAR 15.406-3 (PNM)

12. Take discounts

13. Proper contract types (no cost plus % of  cost)

14. Subcontract surveillance (delivery, quality, price)

Purchasing System
Requirements



15. Justify reasons for changes affecting cost or price

16. Notify Government of  audit rights and ensure 

performance of  audits

17. Enforce policies against conflicts of  interest, gifts, 

gratuities, and kickbacks

18. Internal audits, training,  management review, P&P 

maintenance

19. P&Ps to ensure mandatory flowdown clauses
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20. Purchasing system works (see reg)

21. Selection processes works (see reg)

22. Ensure adequate cost or price analysis performed

23. Proper S/C types, controls over subcontracting and 

surveillance of  S/C effort

24. Timely notification of  the CO of  changes affecting 

compliance with excess subcontracting costs 

requirements

Purchasing System
Requirements



Purchasing System

Purchasing Systems Requirements  Infer Staffing and Resources to Ensure (among other things) -

• Segregation of  duties

• Staff  competence and training

• Management reviews

• Cost or price analysis

• Vendor surveillance

• Vendor audit

• Systems to maintain P&Ps, vendor purchase history
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Limitations and Constraints



• Threshold – CAS coverage and cost-type 

contracts

• Benefits – First line of  defense against 

non-compliance with FAR Part 31 and 

Cost Accounting Standards

• USAID uses this criteria for their new 

contractor accounting system reviews
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Accounting System
Overview



1. Internal control environment

2. Segregation of  direct from indirect costs

3. Identification of  direct costs by contract

4. Logical and consistent method for accumulation and 

allocation of  indirect costs to benefiting cost 

objectives

5. Under GL control

6. Approval and documentation of  AJEs
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8. Management reviews or internal audits to ensure 

compliance with P&Ps

9. Timekeeping system  identifying labor by cost 

objective

10. Labor distribution system

11. Interim (at least monthly) determination of  contract 

costs by posting of  books of  account

12. Exclusion of  unallowable costs 

Accounting System
Requirements



13. Identification of  costs by CLIN or units IAW 

contract requirements

14. Segregation of  preproduction costs from production 

costs

15. Cost accounting information  to comply with 

limitation of  cost, funds, allowable costs and 

payment, and determine indirect costs rates

16. Billings reconcilable to current and cumulative 

amounts claimed
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17. Adequate, reliable data for follow-on acquisitions

18. Accounting practices IAW CAS or GAAP, as 

applicable

Accounting System
Requirements



Accounting System

Accounting Systems Requirements  Infer Staffing and Resources to Ensure (among other things) -

• Segregation of  duties

• Staff  competence and training

• Management reviews

• Internal audits

• Compliance with FAR 31 and Cost Accounting Standards

• Accounting software supporting cost accounting 

• Systems to maintain P&Ps and ensure consistency in cost accounting practices
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Limitations and Constraints



• Threshold – CAS coverage, awards in the prior year of  

contracts requiring certified cost or pricing data of  

$50M or more, or awards between $10M and $50M and 

notification by CO 

• Benefits – Estimates that are well supported, consistent 

with established cost accounting practices, and 

compliant with requirements for disclosure of  certified 

cost or pricing data
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Estimating System
Overview



1. System disclosure including P&Ps in sufficient detail for the 

Government to make an informed decision regarding the 

contractor’s estimating practices.

2. The contractor shall comply with its disclosed practices and 

notify the CO if  the practices change

3. Use appropriate source data, sound techniques, good 

judgement, consistent approach, and comply with 

established P&Ps

4. Establish clear responsibility for preparation, review and 

approvals of  estimates.

20

5. Written description of  organization and duties of  

personnel

6. Ensure training, experience, and guidance

7. Identify sources of  data, estimating techniques, and 

rational used

8. Adequate supervision

9. Consistent application of  techniques

10. Detection and timely correction of  errors

11. Protection against duplications and omissions

Estimating System
Requirements



12. Use historical data where appropriate

13. Use appropriate analytical methods

14. Integrate data from other management systems

15. Require management review (P&Ps)

16. Internal review of  the system, budgetary 

performance and analysis of  differences

17. Ensure reasonableness of  S/C prices 
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18. Estimating and budgeting processes consistently 

generate sound proposals compliant with solicitation 

requirements and adequate to serve and a basis to 

reach a fair and reasonable price

19. Adequate system description compliance with P&Ps, 

FAR, and DFARS

Estimating System
Requirements



Estimating System

Estimating Systems Requirements  Infer Staffing and Resources to Ensure (among other things) -

• Segregation of  duties

• Staff  competence and training

• Management reviews

• Cost or price analysis

• Maintenance of  estimating techniques and data

• Vendor audit

• Systems to maintain system description, and P&Ps
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Limitations and Constraints



Polling Question #2

A. Estimating System

B. Purchasing System

C. Material & Management Accounting System

D. Earned Value Management System

E. None.

Outside of  an accounting system, which of  the following are you planning to have a review 
for?



24

Best Practices to Prepare for Review



1. Mandatory GBS

o DCAA program plan

o Scheduled by DLA ACO

o Supported by Gov’t onsite office

o Review performed by Gov’t at no cost

2. Mandatory, no Gov’t support for GBS

o Not in DCAA program plan

o No onsite government presence

o May need SME to perform a mock review

o Request IPA review at GovCon’s expense

Or wait on or entreat DCAA/ACO to review
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3. GBS Not Mandatory 

o Large GovCon

o Has controls & skilled personnel

o Will request SME assist with P&Ps

o Eval points in RFP is beneficial

o Will develop GBS before RFP window

o Request IPA review at their expense

4. GBS for Small Businesses

o Too small, no segregation of  duties

o No skilled personnel or controls

o Eval points in RFP is enticing

o No path to accomplishment

4 Scenarios
GovCon Business Systems (GBS)



• Understand the business system criteria

• Honest internal assessment of  capability to achieve level of  criteria

• Policies and procedures are in place before transactions are processed

• Transactions under new system controls for a minimum of  a year

Ideal Situation

Prepare for Independent Public Accountant (IPA) Review



• Most companies will hire a Subject Matter Expert-Consultant to:

oPerform a gap analysis between existing and idea system

oProvide recommendations to management

oHammer out a management-approved work plan

oImplement

oTrain personnel

Ideal Situation
Prepare for IPA Review



6 DoD Business Systems
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PHASE  TWO - SELECTIONPHASE  ONE- IDENTIFY THE APPROPRIATE BUSINESS SYSTEM

Accounting
System
Administratio
n
DFARS 252.242-

7006

Estimating
System
DFARS 252.215-

7002

Contractor 
Purchasing System

DFARS 252.244.7001

Contractor
Property 

Management Sys

DFARS 252.254-7003

Material 
Management & 
Accounting System
DFARS 252.242-

7200

Earned Value 
Management System

DFARS 252.234-7002

Recommended Work Plan

1 Complete Accounting System 
Administration Review
2 Test with high probably of 
failure:

a) Certain Estimating Attributes
b) Certain Purchasing Attributes



1. Subject Matter Expert (SME) efforts are time-consuming and expensive

o 45 to 90 day window

• Do not accomplished this work under the pressure of  an RFP window

2. Hire an IPA to perform the review which is time-consuming and expensive

• Audit / review is performed by separate firm vs. SME due to independence

Ideal Situation
Prepare for IPA Review



Polling Question #3

A. Yes

B. No

C. N/A, we are not a small business

If  you are a small business < $10 million in revenue, have you won a prime award NOT as 
a small business or 8-a set aside, STTR or SBIR or sole source, i.e. you won a prime 

contract on full and open-competition?



Pros

• Higher evaluation points for RFP

• Potential large contract award?  
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Cons

• Had no experience with CPFF contracts & controls

• No policies and procedures or internal controls

• No established transactional experience for 1 year

• Must have consultant assistance $X0,000’s

• Must have another IPA do the review $X0,000’s

• Process cannot be done during proposal period

• Lack of  experience with professional services firm

Business Systems for Small Businesses
Pros and Cons
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• Your personnel must understand the work scope

• Your personnel make management decisions

• You are responsible for the outcome

• You have experience working with public firms

oYour staff  previously worked for a firm

oYour out-sourced accountants work with firms

oYou have had more than tax work, such as a compilation or review

Working with Public Accounting Firms
Expectations



•Resources and technical capability to accomplish: 

•Consulting engagement

•To be audit-ready

• Perform a business system review 

•High probability of  a successful outcome

Bottom Line
Public Accounting Firm’s Client Expectation



877-437-4771 | www.grfcpa.com

Questions?
Contact Us

sshamlian@gccm-llc.compcalabrese@grfcpa.com

mailto:sshamlian@gccm-llc.com
mailto:pcalabrese@grfcpa.com


Disclaimer

This webinar is not intended as, and should not be taken as, financial, tax, accounting, legal, consulting or any other type 
of advice. While we use reasonable efforts to furnish accurate and up-to-date information, we do not warrant that any 

information contained in or made available in this presentation is accurate, complete, reliable, current or error-free. We 
assume no liability or responsibility for any errors or omissions in the content of this presentation.

The use of the information provided in this presentation does not establish any contractual or other form of client 
engagement between GRF CPAs & Advisors and the reader or user. Any U.S. federal tax advice contained in this 

presentation is not intended to be used for the purpose of avoiding penalties under U.S. federal tax law. Readers and 
users of this presentation information are advised not to act upon this information without seeking the service of a 

professional accountant.


