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OVERVIEW 

 
HMS has been designing timesheet systems since we 
delivered our first mandate in 1984.  As a specialist in 
enterprise project management and timesheet systems, our 
experience covers a wide range of clients and industries 
including IT, Research and Development, Health Services, 
Government, Construction, Utilities and Aerospace and Defense.  HMS has worked with 
numerous contractors who have had to comply with the United States Defense Contract 
Audit Agency (DCAA) requirements for corporate timecard reporting. 
 
The Defense Contract Audit Agency is responsible for performing all 
contract audits for the Department of Defense, and providing 
accounting and financial advisory services regarding contracts and 
subcontracts to all areas of the US Department of Defense (DoD) 
which are responsible for procurement and contract administration.  
 
These services are provided in connection with negotiation, administration, and 
settlement of contracts and subcontracts. DCAA also provides contract audit services to 
some other Government Agencies.1  
 
Government contractors bidding contracts for the Department of Defense, Homeland 
Security, the Department of Energy or sub-contractors to those who are bidding on such 
contracts are typically required to comply with DCAA guidelines and may be subject to 
DCAA audits. 
 
The DCAA works with contractors to: 
 

A. Identify and evaluate all activities that either contribute to, or have an impact on, 
proposed or incurred costs of Government contracts. 

 
B. Evaluate contractors' financial policies, procedures, and internal controls to ensure 

they comply with DCAA standards 
 

C. Performs audits which identify opportunities for contractors to reduce or avoid costs. 
 
The DCAA looks at these areas of emphasis: 
ü Internal control systems 
ü Management policies 
ü Accuracy and reasonableness of cost representations 
ü Adequacy and reliability of records and accounting systems 
ü Financial capability 

                                            
1
 www.dcaa.mil  

http://www.dcaa.mil/
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ü Contractor compliance with contractual provisions having accounting or financial 
significance 

 
The extent of the DCAAôs involvement is determined by the size and type of contract 
that will be awarded.   In this paper we are referencing the Information for Contractors  
guide that can be found on the DCAA website at:  www.dcaa.mil. 
 
While DCAA guidelines cover many aspect of financial and management controls, this 
paper will focus on the capture of labor actuals and, in particular, the requirements for a 
timecard System that are outlined in the Information for Contractors guide. 
 
The DCAA does not endorse software systems nor identify those systems that may be 
òDCAA compliantò.  Instead, the Agency focuses on the process that they have 
designed that they know to be effective.  A contractor can be compliant with a 
completely unautomated paper-based timecard system though it is unlikely to be very 
efficient for the contractor. 
 
During the course of a DCAA audit, the Agency may identify areas of the contractorôs 
process or systems that are deficient.  We will be looking at potential challenges for a 
contractor to comply with the DCAA requirements from a timesheet perspective only. 

http://www.dcaa.mil/
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THE ISSUES 

One of the more significant challenges for contractors to comply with DCAA standards 
is the Labor Charging System.  Labor costs in a significant project are often the largest 
component.  Unlike other costs, labor is not supported by external documentation or 
physical evidence to provide an independent check or balance.  The DCAA believes the 
key to any sound labor time charging system resides with the individual employee.  
Their processes therefore make the individual employee responsible for accurately 
recording time charges.  Controls required by the DCAA to track labor costs are based 
on a timecard system and trace back to the person who actually did the work.  Audits for 
labor costs are designed to guard against fraud and waste in the labor charging 
function.  Here are some of the key criteria identified by the DCAA for  
 

1. Detailed Instructions for timecard preparation should be established within 
company procedures. 

2. There should be a separation of responsibilities for timekeeping and payroll 
3. The employee is personally responsible for2: 

a. Recording his/her time on a daily basis;  
b. Recording time on the timecard in ink;  
c. The employee must approve changes to their own timecard;  
d. The signing of the timecard at the end of each work period.  

4. The contractor should provide the employee with an accurate list of project 
numbers and assignment identifiers such as a task number 

5. Hours must be recorded whether they are paid or not.   
6. Uncompensated Overtime must be identified 
7. Supervisors must approve and co-sign all timecards 
8. Supervisors may not complete an employeeôs timecard unless they are absent 

for a prolonged period. 
9. Supervisors may prepare a timesheet for an employee who is travelling which 

must be signed by the employee upon their return. 
10. Time entered on timesheets should be distributed based on the work done, not 

based on the type of funding, type of contract or availability. 
11. The contractor policy should stated that accurate and complete preparation of 

timecards is a part of the employee's job. Careless or improper preparation may 
lead to disciplinary actions under company policies, as well as applicable Federal 
statutes.  

 
 

                                            
2 Information for Contractors section: 2-302.1 Timecard Preparation  



DCAA Compliance with TimeControl  Page: 6 

Ò2009 Heuristic Management Systems Inc. 

TIMECONTROL SOLUTIONS 

 
Over the next few pages, weôll look at how HMS Softwareôs TimeControl responds to 
each of the 11 points of DCAA Compliance for timecard entry: 
 

Timesheet procedures 
 
1. ñDetailed Instructions for timecard preparation should be established within company 

procedures.ò 
 
Each organization must define its own company procedures for timecard entry.  
Communicating that procedure can be done directly inside TimeControl.  The setup of 
TimeControl can determine what is possible and what is not for timesheet entry, for 
approvals and for reporting of timesheet data.  Data can then be automatically sent to 
payroll, to project management and to corporate billing systems ensuring that a single 
source of data is used for all these purposes.  The result is a highly auditable timesheet 
system. 
 
Procedures that must be communicated to the end user can be put directly into the 
flexible menu system or right onto the TimeControl dashboard as a document. 
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Separate timekeeping and payroll responsibilities 
2. ñThere should be a separation of responsibilities for timekeeping and payrollò 
 
TimeControl is a multi-purpose timesheet that is not controlled just by the payroll 
function.  As a source of data for payroll, project progress and ultimately government 
contract billing, TimeControl fulfills the separation of payroll and timekeeping 
functionality.  This rule becomes a concern for the DCAA when payroll data is devolved 
to what ñshouldò have been invoiced and that then becomes the government invoice.  
Payroll timesheet systems that only track attendance are deficient in this area.  Because 
TimeControl can track not just if an employee was present but also what they did with 
their time, it is best suited to meet this challenge. 
 
Auditable records from TimeControl can show that the employee themselves entered 
their timesheet, that they have reported on what tasks were progressed during the day 
and, if this same data is used for payroll, can show how the employeeôs time balances 
against the payroll records. 
 

Employee must enter timesheet data daily 
 
ñThe employee is personally responsible for recording his/her time on a daily basisò  

 
This is a TimeControl Drill Down view of timesheets in progress on a daily basis. 
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TimeControl data can be entered daily and submitted weekly but the óunpostedô data 
can show timesheet data on a daily basis.  Administrators can verify at any time of who 
has entered their timesheet data for today.  Additionally, exception reports can be 
created which show a list of users who have not entered timesheet data for  
 

Record the timesheet in ink 
3. ñThe employee is personally responsible for recording time on the timecard in ink.ò  
 

 
Once data has been entered in TimeControl, the source of the timesheet document and 
the source of each timesheet line is identified.  When a user logs into TimeControl with 
their unique User name and Password, they ensure that the data that is entered is 
entered by them alone.  Even when a timesheet is submitted for approval to a 
supervisor or other administrator, the original lines cannot be deleted by another user.  
This fulfills the DCAA desire that timecards be entered in ñinkò.  The intent is not to have 
a system where hours or charges entered in pencil could be erased and altered by 
another employee without the consent or knowledge of the employee who did the work. 
 
 

Employee must approve changes to their timesheet  
 
ñThe employee must approve changes to their own timecard.ò 
 
TimeControl fulfills this requirement with two system settings: 


