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  Preface


I have owned DynaGrace Enterprises (DGE), a Women-Owned Small Business (WOSB) and 8(a) graduate, for nearly two decades. When people ask me why I started a GovCon business, my answer is simple: I was young, willing to take risks, and wanted to see if I could build something of my own. 
What I didn’t realize at the time was how much I didn’t know, especially when it came to accounting in the federal government contracting world. Throughout the industry, this field is commonly referred to as GovCon (Government Contracting) and I will use this acronym a lot throughout this book.
Like many entrepreneurs entering GovCon, I initially believed that if I could win contracts and deliver quality work, everything else would fall into place. I quickly learned that wasn’t true. In this industry, success isn’t just about performance; it’s about compliance, structure, and discipline, all of which are driven by your accounting system.
Over time, I made mistakes, learned hard lessons, and gradually built the systems needed to operate successfully in this space.
I wrote my first book, The Minority and Women-Owned Small Business Guide to Government Contracts, to help entrepreneurs determine whether GovCon is the right path for them.
This book is the next step.
This workbook is designed to help you understand and implement the “how”, specifically, how to build and maintain an accounting system that supports a sustainable GovCon business.
My experience is rooted in providing services and products to the United States federal government. For simplicity throughout this book, when I refer to “government,” I mean the federal government level.
GovCon is a massive market worth hundreds of billions of dollars each year. But it is not a fast or easy path to success. The procurement process takes time, and the environment is highly regulated.
More importantly, the government expects financial accountability at a level most commercial businesses are not prepared for.
You may face:
	Delayed payments of 30 to 90 days

	Detailed invoicing requirements

	Audits that examine every aspect of your pricing and cost structure

	Competitive pressures that push pricing to its limits



Without the right accounting foundation, even a profitable contract on paper can become a real financial risk.
I learned this firsthand.
My career began as a civilian employee at Hill Air Force Base in Utah, where I spent a decade gaining insight into how government organizations operate. That experience gave me a strong foundation in understanding expectations from the government’s perspective.
I later worked alongside contractors before launching my own business, further strengthening my understanding of both sides of the equation.
Throughout this journey, I’ve had the privilege of working with exceptional employees and building meaningful relationships across the GovCon community. I’ve also come to appreciate that most government professionals are simply striving to do their jobs well, ensuring accountability and value for taxpayer dollars.
This book brings together the lessons I learned, often the hard way, so you don’t have to.
My goal is to help you build a business that is not only capable of winning contracts but also structured to withstand the scrutiny, complexity, and rigor of GovCon.
If you take one thing from this book, let it be this:
In GovCon, your accounting system isn’t just a back-office function, it is the foundation of your business.
Let’s start building it!






  
  Introduction


I still remember sitting at Hill Air Force Base early in my career, watching how decisions were made. Budgets were discussed in detail. Costs were questioned, sometimes down to the smallest line item. 
People asked, “Can we justify this?” … not just “Do we need it?”
At the time, I didn’t realize how important that perspective would become.
Years later, when I started my own GovCon business, I thought I understood what it would take to succeed. I knew how to work hard. I knew how to deliver results. I knew how to build relationships.
What I didn’t fully understand was this:
In government contracting, it’s not enough to do the work. You have to account for it perfectly. ~Linda Rawson

And if you don’t?
The government will find it.
Eventually.
[image: The Reality Most Contractors Miss]
Most people focus on the first box. This book is about the second.
Who This Book Is For
This book is for those of you who are serious, not curious, about GovCon. You might be:
	An entrepreneur trying to break into federal work

	A business owner who has already won contracts and feels the pressure building

	A company growing quickly, but without systems strong enough to support that growth

	An accountant trying to make sense of GovCon requirements that don’t look anything like commercial accounting



Or maybe you’re sitting there thinking:
“I think we’re doing this right… but I’m not completely sure.”
That uncertainty? That’s where risk lives.
And this book is here to eliminate as much of that as possible.
What You’ll Gain
Let’s get something straight right now. This is not a textbook. This is not theoretical accounting. This is what I wish someone had handed me before I learned things the hard way.
Inside this book, you will learn how government accounting actually works in the real world
	What auditors are really looking for (not what people guess they want)

	How to structure your accounting system so it supports, not sabotages, your business

	How to track costs in a way that protects your margins and your contracts

	How accounting impacts every major decision you make in GovCon



But the biggest thing you will gain is this: confidence.
Not the kind that comes from hoping things are right. The kind that comes from knowing your system can stand up to scrutiny.
Because here’s the truth most people don’t say out loud:
You don’t lose in GovCon because you can’t do the work.
You lose because your back office can’t support the work.
And when that happens, it’s expensive.
How to Use This Book
This is not a book you read once and move on from.
This is a tool.
Use it the same way you would build anything important, step by step.
	Read it from beginning to end first to understand how everything connects

	Stop and evaluate your business as you go, this is where the real work happens

	Implement in pieces, don’t try to fix everything at once

	Come back to it often, especially when something in your business doesn’t make sense



There will be moments where you think, “This is a lot.”
You’re right. GovCon is detailed. It requires discipline. It requires structure. Here’s the part people don’t tell you:
Once your system is right, everything gets easier.
Decisions get clearer. Pricing gets smarter. Audits become manageable instead of terrifying.
Before We Begin
Over the years, I’ve seen companies win contracts they should have walked away from. Lose contracts they were fully capable of performing.
Not because of talent. Not because of effort.
Because of systems.
Before we go any further, I want you to lock in one idea:
Accounting is not your back office. It is your control system. ~Linda Rawson

It tells you:
	Whether you’re making money

	Whether you’re compliant

	Whether you’re exposed

	Whether you’ll survive long-term in this industry



You can ignore it for a while. A lot of people do.
But eventually… it shows up.
This book is here to make sure when it does, you’re ready.
Let’s get to work!
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  Chapter one
Welcome to a Different World


It is only an opportunity if you respond to the opportunity. ~Linda Rawson

If the Introduction made one thing clear, it should be this: GovCon is a different world. Not slightly different. Not occasionally different. Fundamentally different. 
Venturing into GovCon reveals complexities that most business owners don’t see coming until they’re already in it. Every year, new contractors get a harsh wake-up call, and many learn the hard way.
Fortunately, there is good news. It’s not rocket science; it is just a matter of following regulations. 
But here’s the problem:  the regulations are very detailed and particular. It’s very much a case of “you need to sweat the small stuff.” The level of detail required can take many newer contracting business owners by surprise.  
Why Accounting is Critical
Succeeding in GovCon requires more than just entrepreneurial spirit and business acumen. It requires a deep understanding of another often-overlooked component – the accounting system. 
The bottom line is simple: You must keep your records the way the government expects.
If you don’t, you are not just “a little off.” You are out of compliance and at risk. 
[image: How Risk Shows Up in GovCon]
If this breakdown of risk seems abstract, consider how quickly it can manifest in real life when a company gets its very first audit notice."
I know that if you’re considering or getting started with GovCon, much of this can seem abstract. 
Isn’t common sense enough? 
Can’t you just proceed and consult FAR when things seem unclear? 
And if you’re like most people at this stage, you might be thinking: 
“This all makes sense… but how serious is it really?” “Can I just figure this out as I go?”
I understand that mindset. I had it too. But here’s the truth: GovCon is not forgiving when you get it wrong. It doesn’t operate on “best effort.” It operates on proof.
Let's look at a real-life example.
Sarah’s First Audit
Sarah sat nervously in her office, surrounded by stacks of financial documents.   As the CFO of a small defense contracting firm, she knew that the upcoming DCAA audit would be a significant challenge.   The Defense Contract Audit Agency’s audits were notoriously thorough, and any discrepancies could result in hefty fines or even the loss of their government contracts.
They had won contracts, delivered solid work, and maintained good relationships. On the surface, everything looked successful.
But now, they were about to face something every contractor eventually encounters:
a DCAA audit.
The audit began Monday morning, with a team of DCAA auditors arriving at the company’s headquarters.   Sarah greeted them and led them to a conference room where they could set up their equipment and begin their examination of the company’s financial records.
Over the next few weeks, the auditors remained in that conference room during business hours.   They scrutinized contracts, invoices, payroll records, and overhead costs with a fine-tooth comb.   
Sarah and her team worked tirelessly to provide the auditors with the requested information. The process was grueling and required long hours.  
As the audit progressed, tensions ran high.   There were moments of panic when the auditors' uncovered discrepancies in the company’s accounting practices.   Sarah and her team rectified the errors as quickly as possible and provided the auditors with corrected documentation. 
Despite the challenges, Sarah remained determined to cooperate fully with the audit.   She knew that transparency and honesty were essential when dealing with government contracts.   She stayed late into the night, scrutinizing financial statements and double-checking numbers to ensure accuracy.
Finally, after several weeks of intense scrutiny, the audit came to an end.   Sarah breathed a sigh of relief as she bid farewell to the DCAA auditors.   It had been a grueling experience, but she was proud of her team for their hard work and dedication.
It wasn’t that Sarah’s team was trying to hide anything. They weren’t. But they ran into a problem many contractors face:
They didn’t have everything structured the way the auditors expected it.
A few weeks later, the company received the audit report from the DCAA.   Sarah nervously opened the envelope, her heart racing as she scanned the document.   
To her immense relief, the audit had been successful.   
There were a few minor discrepancies that needed to be addressed. 
Still, overall, the company’s financial practices had been deemed compliant with government regulations.
Success in GovCon is not proven when you perform the work. It is proven when you can defend how the work was performed.
Where Accounting Comes In
As you can see, the government takes regulations seriously.   You are at risk
The Real Risk
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