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Government Contractor Chart of Accounts: A Key to Financial Clarity and Compliance

government contractor chart of accounts is more than just a bookkeeping tool; it’s the backbone
of financial management for any business working with government contracts. If you’re a contractor
navigating the complex world of government procurement, understanding how to set up and use a
chart of accounts tailored to your unique needs can save you time, reduce errors, and keep you
compliant with federal regulations. Let’s dive into what makes this chart essential and how you can
leverage it for smoother operations.

What Is a Government Contractor Chart of Accounts?

At its core, a chart of accounts (COA) is a systematic listing of all the financial accounts in a
company’s general ledger. For government contractors, this chart plays a critical role in organizing
financial data in a way that aligns with the requirements set by regulatory bodies like the Federal
Acquisition Regulation (FAR) and the Defense Contract Audit Agency (DCAA).

Unlike a standard business COA, a government contractor’s chart must be designed to track costs by
contract, ensuring that direct and indirect expenses are properly categorized. This level of detail helps
contractors provide accurate cost reports and maintain transparency with government agencies.

Why Is It Different from a Regular Chart of Accounts?

Government contracts demand a heightened level of accountability. The government wants to ensure
that taxpayer dollars are spent appropriately. This means that:

Cost segregation is crucial: Expenses must be broken down into direct costs (labor,
materials) and indirect costs (overhead, general administration).

Indirect cost pools and rates need to be clearly defined: These help allocate costs fairly
across multiple contracts.

Compliance with regulations: The chart must support reporting that aligns with FAR, CAS
(Cost Accounting Standards), and DCAA audit requirements.

Because of these factors, a government contractor chart of accounts is often more detailed and
structured than that of a typical commercial business.



Key Components of a Government Contractor Chart of
Accounts

Designing an effective chart of accounts involves understanding the categories essential for
government contracting. Here are the primary components you’ll want to include:

1. Direct Costs

Direct costs are those that can be directly attributed to a specific contract. They commonly include:

Direct labor – wages for employees working on a contract

Materials and supplies – items consumed or incorporated into the contract deliverables

Subcontractor expenses – payments to other entities performing work

Travel costs – if directly related to contract performance

Tracking these costs accurately ensures that your billing and cost submissions are precise.

2. Indirect Costs

Indirect costs are expenses that support multiple contracts but cannot be directly linked to any one
contract. These are usually categorized into pools to allocate costs fairly:

Overhead: Costs related to operating the facility, utilities, equipment depreciation, and indirect
labor

General and Administrative (G&A): Corporate expenses such as accounting, legal fees, and
executive salaries

Fringe Benefits: Employee benefits like health insurance and payroll taxes

Proper segregation of indirect costs is critical for establishing accurate indirect cost rates, which
government auditors scrutinize closely.

3. Other Income and Expenses



While these accounts may be less prominent, they still need to be tracked. Examples include:

Interest income or expenses

Gains or losses on asset sales

Non-contract related revenue

Including these ensures your financial statements present a complete picture.

4. Assets, Liabilities, and Equity

Like any business, government contractors maintain accounts for:

Current and fixed assets

Accounts payable and accrued liabilities

Owner’s equity or shareholder capital

However, government contractors may need to track certain assets or liabilities with contract-specific
relevance, such as equipment purchased for a particular project.

Best Practices for Setting Up Your Government
Contractor Chart of Accounts

Understanding the structure is one thing; implementing it effectively is another. Here are some tips to
keep your chart functional and audit-ready:

Customize Based on Your Contracts

Every contract might have unique requirements or cost structures. Make sure your chart can
accommodate contract-specific accounts or subaccounts to track expenses granularly.

Maintain Consistency and Simplicity

While detail is important, overly complicated charts can lead to confusion and errors. Strive for a



balance—enough detail to satisfy compliance but simple enough for day-to-day use by your
accounting team.

Use Account Numbering That Makes Sense

Assign account numbers logically, grouping similar accounts together. For example:

1000-1999: Assets

2000-2999: Liabilities

3000-3999: Equity

4000-4999: Direct Costs

5000-5999: Indirect Costs

6000-6999: Other Income/Expenses

This numbering helps with reporting and audit preparation.

Regularly Review and Update Your Chart

As your business grows or regulatory requirements change, revisit your chart of accounts. Periodic
reviews prevent outdated or redundant accounts from cluttering your records.

How Software Can Facilitate Your Government
Contractor Chart of Accounts

Managing a government contractor chart of accounts manually can be daunting, especially when
juggling multiple contracts. Fortunately, numerous accounting software solutions cater specifically to
government contractors, offering features such as:

Automated cost allocation across contracts

Compliance checks aligned with FAR and DCAA requirements

Customizable account structures to fit your COA setup

Robust reporting tools for government invoicing and audits



Using specialized software not only reduces errors but also improves efficiency by streamlining
processes like timekeeping, billing, and cost tracking.

Popular Accounting Systems for Government Contractors

Some of the well-known platforms tailored for government contractors include:

Deltek Costpoint

Unanet

QuickBooks Contractor Edition with add-ons

Microsoft Dynamics 365 with government contract modules

Choosing the right software often depends on your company size, contract complexity, and budget.

Common Challenges and How to Overcome Them

Even with a properly designed chart of accounts, government contractors face hurdles such as:

1. Misclassifying Costs

Incorrectly categorizing costs can lead to billing errors, audit findings, or even contract penalties. To
avoid this, train your accounting and project teams on cost classifications and enforce strict review
procedures.

2. Handling Multiple Contracts Simultaneously

Tracking expenses across several contracts without mixing costs requires a well-structured COA and
possibly project accounting software. Consider setting up separate cost centers or subaccounts for
each contract.

3. Keeping Up with Regulatory Changes

Government contracting rules evolve. Stay informed through industry newsletters, training seminars,
and consulting with compliance experts to ensure your chart remains compliant.



Why a Well-Designed Chart of Accounts Matters
Beyond Compliance

While compliance is a significant driver for government contractors to maintain detailed financial
records, having a tailored chart of accounts also provides strategic benefits:

Better financial visibility: Know exactly where your money is going and which contracts are
profitable.

Improved budgeting: Allocate resources more effectively by understanding cost drivers.

Faster audit preparation: With organized accounts, responding to audit requests becomes
less stressful and time-consuming.

Enhanced decision-making: Accurate financial data empowers leadership to make informed
business decisions.

Taking the time to build and maintain a thoughtful government contractor chart of accounts is an
investment that pays dividends in operational efficiency and financial health.

---

Navigating the financial landscape of government contracting can seem overwhelming, but a solid
chart of accounts tailored to your needs is a reliable compass. By understanding its components,
adhering to best practices, leveraging technology, and anticipating challenges, contractors can
maintain compliance and gain valuable insights into their business. Whether you’re just starting out or
refining your accounting system, focusing on your chart of accounts is a foundational step toward
success in the government contracting arena.

Frequently Asked Questions

What is a Chart of Accounts in the context of government
contracting?
A Chart of Accounts (COA) in government contracting is a structured list of all accounts used to record
financial transactions, tailored to comply with government regulations and requirements such as the
Federal Acquisition Regulation (FAR) and Cost Accounting Standards (CAS).

Why is having a compliant Chart of Accounts important for
government contractors?
A compliant Chart of Accounts ensures accurate tracking and reporting of costs, facilitates audit
readiness, supports billing and invoicing requirements, and helps contractors meet regulatory



standards mandated by government agencies.

How does the government contractor Chart of Accounts differ
from a standard business COA?
Government contractor COAs are specifically designed to segregate direct and indirect costs, allocate
expenses to appropriate cost pools, and comply with government accounting standards, whereas
standard business COAs may not have such detailed cost segregation and compliance requirements.

What are the key components of a government contractor
Chart of Accounts?
Key components include accounts for direct labor, direct materials, indirect expenses (such as
overhead and G&A), cost pools, billing accounts, and accounts for unallowable costs, all structured to
support cost allocation and government contract compliance.

Can government contractors customize their Chart of
Accounts?
Yes, government contractors can customize their Chart of Accounts to fit their specific business
operations, but it must still comply with FAR, CAS, and other applicable regulations to ensure proper
cost tracking and audit compliance.

How often should a government contractor review and update
their Chart of Accounts?
Government contractors should review and update their Chart of Accounts regularly, typically
annually or whenever there are significant changes in business operations, contract requirements, or
regulatory guidelines to maintain compliance and accuracy.

What software solutions are recommended for managing a
government contractor Chart of Accounts?
Popular software solutions include Deltek Costpoint, Unanet, QuickBooks Enterprise with government
contracting features, and SAP, all of which offer functionalities to manage compliant Charts of
Accounts and support government contract accounting requirements.

Additional Resources
Government Contractor Chart of Accounts: A Critical Tool for Compliance and Financial Clarity

government contractor chart of accounts serves as the backbone of financial management for
companies engaging with government contracts. Unlike typical commercial entities, government
contractors must navigate a complex landscape of regulatory requirements, cost accounting
standards, and auditing protocols. The chart of accounts (COA) tailored for government contractors is
not merely an accounting convenience; it is a strategic framework ensuring transparency,



compliance, and precise cost allocation.

In the realm of government contracting, financial reporting must adhere to stringent standards set
forth by the Federal Acquisition Regulation (FAR) and the Cost Accounting Standards (CAS). These
frameworks dictate how contractors classify and report expenses, making the structure of a
government contractor chart of accounts a pivotal element in maintaining eligibility and avoiding
costly penalties. This article delves into the nuances of government contractor COAs, exploring their
design, regulatory influences, and best practices for effective implementation.

Understanding the Role of a Government Contractor
Chart of Accounts

A chart of accounts is fundamentally a structured listing of all financial accounts used by an
organization to categorize transactions systematically. For government contractors, the COA must do
more than track revenue and expenses; it must facilitate compliance with government-specific
accounting requirements. This necessity stems from the government’s interest in ensuring that
contract costs are reasonable, allowable, and allocable.

The government contractor COA typically includes uniquely designated accounts that align with
contract cost categories such as direct labor, indirect costs, materials, overhead, and general and
administrative expenses. This granularity enables contractors to segregate costs accurately,
supporting detailed cost reporting and audits.

Key Features of a Government Contractor Chart of Accounts

The distinguishing features of a government contractor COA include:

Compliance-focused account structure: The COA must conform to FAR Part 31
requirements relating to allowability and allocability of costs.

Segregation of direct and indirect costs: Clear differentiation between costs directly
chargeable to contracts and those that are indirect or overhead expenses.

Compatibility with cost accounting standards (CAS): The COA supports adherence to CAS
requirements, which dictate uniform accounting practices for government contractors.

Flexibility for multiple contracts: Enables tracking costs by individual contracts, essential
for contract-specific billing and reporting.

Integration with project management systems: Allows seamless data flow between
financial reporting and project tracking tools.



Regulatory Influences on Government Contractor Chart
of Accounts

Government contracting is heavily regulated, and the COA must reflect compliance with these
regulations to avoid audit findings or disallowed costs.

The Federal Acquisition Regulation (FAR)

FAR Part 31 outlines the principles for determining allowable costs under government contracts. The
chart of accounts must be designed to capture costs in a way that facilitates evaluation against these
principles. For example, costs must be reasonable, allocable, and consistently treated. The COA helps
ensure that costs are not misclassified, which can lead to contract disputes or penalties.

Cost Accounting Standards (CAS)

CAS plays a critical role in shaping a government contractor COA, particularly for larger contractors or
those with cost-reimbursement contracts. CAS requires standardized accounting practices to ensure
consistency and fairness in cost allocation. The COA must therefore support detailed tracking and
precise allocation of costs such as indirect expenses, which are often scrutinized in CAS audits.

Defense Contract Audit Agency (DCAA) Guidelines

Many government contractors, especially those working with the Department of Defense, must
comply with DCAA audit standards. A properly structured chart of accounts simplifies audit
preparation by providing clear, transparent, and traceable cost accounting records. The DCAA often
reviews the COA to ensure that it supports adequate segregation of direct and indirect costs and that
it aligns with the contractor’s disclosed accounting practices.

Designing an Effective Government Contractor Chart of
Accounts

Creating or refining a government contractor COA requires a strategic approach that balances
regulatory compliance with operational efficiency.

Steps to Develop a Contractor-Specific COA

Assess contract requirements: Understand the specific reporting and cost allocation needs1.
for each government contract.



Map out cost categories: Define account groups to reflect direct costs (e.g., labor, materials)2.
and indirect costs (e.g., overhead, G&A).

Incorporate regulatory guidelines: Align account definitions with FAR, CAS, and DCAA3.
regulations.

Assign account codes systematically: Use a logical numbering scheme that facilitates easy4.
identification and aggregation.

Ensure flexibility for scaling: Design the COA to accommodate future contracts and changes5.
in contract types.

Integrate with accounting software: Select a COA structure compatible with government6.
contractor accounting solutions such as Deltek Costpoint, Unanet, or QuickBooks with
contractor modules.

Common Challenges in COA Implementation

Over-complexity: Excessive account granularity can lead to cumbersome bookkeeping and
increased risk of errors.

Inadequate segregation: Poor differentiation between direct and indirect costs undermines
compliance and audit readiness.

Lack of standardization: Inconsistent account use across projects or divisions complicates
consolidation and reporting.

Software limitations: Not all accounting platforms support the detailed tracking required for
government contracts, necessitating customization.

Benefits of a Well-Structured Government Contractor
Chart of Accounts

A meticulously crafted chart of accounts offers multiple advantages beyond regulatory compliance.

Enhanced Financial Visibility

By categorizing costs precisely, contractors gain clearer insight into project profitability and cost
drivers. This visibility enables more informed decision-making and better resource allocation.



Improved Audit Preparedness

A compliant COA simplifies audit processes by providing auditors with transparent and readily
accessible financial records. This often results in fewer audit findings and faster resolution times.

Streamlined Billing and Reporting

Government contracts often require detailed billing and cost reports. A robust COA supports accurate
invoicing and timely submission of required financial documentation, mitigating delays in payment.

Supports Strategic Growth

As contractors scale operations and pursue more government contracts, a flexible chart of accounts
accommodates increasing complexity without sacrificing control or compliance.

Comparing Commercial and Government Contractor
Charts of Accounts

While all businesses benefit from organized financial accounts, government contractors face unique
demands that differentiate their COA from commercial counterparts.

Regulatory complexity: Government contractor COAs must reflect FAR, CAS, and DCAA
requirements, which are generally absent in commercial COAs.

Cost segregation: Greater emphasis on separating direct and indirect costs in government
contracts.

Audit-readiness: Government contractor COAs require a level of detail and transparency
designed to withstand rigorous audits.

Contract-specific tracking: Government contractors must often track costs by individual
contracts, unlike many commercial enterprises.

These distinctions underscore why adopting a standard commercial COA without adaptation can
expose government contractors to compliance risks.

Emerging Trends and Technology in Government



Contractor Accounting

The landscape of government contractor accounting continues to evolve, influenced by regulatory
updates and technological innovation.

Automation and Cloud-Based Solutions

Modern accounting platforms tailored for government contractors increasingly leverage automation to
reduce manual data entry and errors. Cloud-based systems enable real-time financial visibility and
collaboration across geographically dispersed teams, enhancing responsiveness and control.

Data Analytics and Cost Optimization

Advanced analytics integrated with the COA enable contractors to identify cost overruns,
inefficiencies, and opportunities for process improvements. This strategic use of financial data
supports competitive bidding and sustainable contract performance.

Integration with Project Management Tools

Seamless integration between accounting and project management software allows for synchronized
tracking of labor hours, expenses, and contract milestones. This integration strengthens compliance
and operational alignment.

In the intricate world of government contracting, the chart of accounts is more than an accounting
tool—it is a linchpin of compliance, financial management, and strategic growth. Contractors who
invest in designing and maintaining a government contractor chart of accounts that meets regulatory
demands and operational needs position themselves for greater success and resilience in an
increasingly scrutinized marketplace.
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  government contractor chart of accounts: Federal Contracting Made Easy Scott A.
Stanberry, 2012-12 Federal contracting . . . easy? With the fourth edition of Federal Contracting
Made Easy, it is! Whether or not you consider federal contracting easy, it is certainly easier with this
guide. Used successfully by thousands of contractors and feds, this book offers practical, hands-on,
no-nonsense advice. Now in its fourth edition, Federal Contracting Made Easy lays out the entire
federal contracting process in a readable and easy-to-understand style. This book covers how
government procurement works, what you can do to cut though the red tape to speed your way to
winning a contract, who the key players are, and tips for overcoming obstacles. New in this edition:
• Discussion of government-wide acquisition contracts (GWACs) • Updates on women-owned small
business • New status of service-disabled veteran-owned small business • Expanded list of relevant
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websites and resources • Introduction to the new System for Award Management (SAM) Whether
you are about to enter the competitive world of federal contracting or have been bidding for
contracts for years and are now looking for updated information and ideas, this is the book you need.
The federal government awards billions of dollars in contracts for goods and services every year.
This book will help you win a piece of that business.
  government contractor chart of accounts: QuickBooks 2008 Bonnie Biafore, 2008-01-16
Explains how to use QuickBooks to set-up and manage bookkeeping systems, track invoices, pay
bills, manage payroll, generate reports, and determine job costs.
  government contractor chart of accounts: Government Property Furnished to DOD
Contractors United States. Congress. House. Committee on Government Operations. Legislation and
National Security Subcommittee, 1985
  government contractor chart of accounts: The Code of Federal Regulations of the United
States of America , 1987 The Code of Federal Regulations is the codification of the general and
permanent rules published in the Federal Register by the executive departments and agencies of the
Federal Government.
  government contractor chart of accounts: Skills and Tasks for Jobs United States.
Department of Labor. Secretary's Commission on Achieving Necessary Skills, 1992
  government contractor chart of accounts: DCAA contract audit manual United States.
Defense Contract Audit Agency, 2000
  government contractor chart of accounts: Contract Audit Manual United States. Defense
Contract Audit Agency, 2000
  government contractor chart of accounts: QuickBooks 2010: The Missing Manual
Bonnie Biafore, 2009-10-22 QuickBooks 2010 has impressive features, like financial and tax
reporting, invoicing, payroll, time and mileage tracking, and online banking. So how do you avoid
spending more time learning the software than using it? This Missing Manual takes you beyond
QuickBooks' help resources: you not only learn how the program works, but why and when to use
specific features. You also get basic accounting advice so that everything makes sense. QuickBooks
can handle many of the financial tasks small companies face. QuickBooks 2010: The Missing Manual
helps you handle QuickBooks with easy step-by-step instructions. Set up your QuickBooks files and
preferences to fit your company Track inventory, control spending, run a payroll, and manage
income Follow the money all the way from customer invoices to year-end tasks Export key snapshots
in the convenient new Report Center Streamline your workflow with the new Online Banking Center
Build and monitor budgets to keep your company financially fit Share information with your
accountant quickly and easily QuickBooks 2010: The Missing Manual covers only QuickBooks 2010
for Windows.
  government contractor chart of accounts: Reduction of Nonessential Federal Expenditures
United States. Congress. Joint Committee on Reduction of Nonessential Federal Expenditures, 1942
  government contractor chart of accounts: Reduction of Nonessential Federal Expenditures:
March 12, 1942 United States. Congress. Joint Committee on Reduction of Nonessential Federal
Expenditures, 1942
  government contractor chart of accounts: Construction Guide Eric P. Wallace, 2008
Construction Guide provides CPAs with guidance on the accounting, auditing, and reporting that are
particular to the construction industry. In addition, it provides CPAs with guidance on engagements
for a wide range of situations, including those special to utility contractors, road builders, home
construction, home builders, real estate developers, commercial construction, residential
construction, and more. The book includes work programs, practice aids, checklists, and sample
reports.
  government contractor chart of accounts: SBIR Basics: The Numbers (Accounting,
Costs, Rates, Audits, and More) Lea A. Strickland, MBA CMA CFM CBM, 2007-04-11 SBIR Basics
– The Numbers (Accounting, Costs, Rates, Audits, and More) Lea A. Strickland, MBA CMA CFM
CBM This book is for the SBIR recipient. It contains the building blocks of the concepts for



accounting, financial and administrative requirements that are associated with federal funding. The
information is basic and to the point. Key areas covered include: 3?4 accounting systems 3?4
budgets 3?4 audits 3?4 direct costs 3?4 indirect costs 3?4 indirect rate calculations 3?4 indirect cost
proposals 3?4 program income 3?4 and more! Understand the requirements and enable your
business to get maximum impact from every dollar of funding received!
  government contractor chart of accounts: Budgeting and Budgetary Institutions Anwar
Shah, 2007 Budgeting and budgetary institutions play a critical role in resource allocation,
government accountability, and improved fiscal and social outcomes. This volume distills lessons
from practices in designing better fiscal institutions, citizen friendly budgets, and open and
transparent processes of budget preparation and execution. It also highlights newer concepts of
performance budgeting, accrual accounting, activity based costing, and the use of information and
communication technology in budgeting. These tools of analysis are supplemented by a review of
budgeting in post-conflict countries and two country case studies on the reform of budgeting
systems.
  government contractor chart of accounts: Federal Register , 1999-07-09
  government contractor chart of accounts: Code of Federal Regulations, Title 46,
Shipping, PT. 200-499, Revised as of October 1, 2012 , 2012-12-06
  government contractor chart of accounts: Code of Federal Regulations, Title 46, Shipping,
PT. 200-499, Revised as of October 1, 2011 , 2012-01-06
  government contractor chart of accounts: Code of Federal Regulations, Title 46,
Shipping, Pt. 200-499, Revised as of October 1, 2009 , 2010-01-20
  government contractor chart of accounts: Pricing and Cost Accounting Darrell J. Oyer
CPA, 2011-04-01 The essential reference to help federal contractors negotiate and maintain
profitable contracts—Now in its third edition! This is the essential reference to help federal
contractors negotiate and maintain profitable contracts—and remain in compliance throughout the
life of the contract. Government contracting rules and regulations have changed significantly over
the past six years. This new third edition addresses these changes and more: New thresholds for
certification of cost and pricing data Revisions in cost accounting standards Implementation of
commercial time-and-material and labor-hour contracts New, stringent ethics requirements Impact
of stimulus funding Revised cost principles, including excessive pass-through costs, post-retirement
benefits, and travel costs Redirected audit initiatives based on the GAO review of DCAA
Plus…changed requirements for bidding…pricing…cost accounting…subcontracting…contract
modification…all the information you need to be in compliance with the new rules. No other single
book provides as much up-to-date federal procurement cost and pricing information in such a
concise - yet comprehensive - format.
  government contractor chart of accounts: The Defense Contract Charles E. Grubbs, 1987
  government contractor chart of accounts: Title 48 Federal Acquisition Regulations
System Parts 52-99 (Revised as of October 1, 2013) Office of The Federal Register, Enhanced
by IntraWEB, LLC, 2013-10-01 48 CFR Federal Acquisition Regulations System (FARS)
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