Navigating DFARS Compliance with SpendLogic

Understanding the Challenge of DFARS Compliance

For defense contractors working with the Department of Defense, DFARS compliance isn't just
a checkbox exercise. It represents a complex web of regulations that govern everything from
cost accounting to data security. Many contractors, especially small and mid-sized businesses,
find themselves overwhelmed by the sheer volume of requirements. They need tools that
bridge the gap between their existing financial systems and the specific demands of DFARS.
That is where a focused approach to procurement technology becomes critical. Over the past
decade, | have watched too many contractors waste thousands on non-compliant billing and
reporting. The penalties for getting it wrong can be severe, including fines, contract
termination, and being barred from future bids. The reality is that DFARS compliance demands
precision, and that precision starts with the right software support.

One of the biggest pain points for contractors is the cost accounting standard under DFARS.
The rules require detailed tracking of direct and indirect costs, allocation of overhead, and
proper handling of unallowable costs. Many general accounting tools simply cannot handle
these nuances. They treat every cost the same way, which leads to audit findings. | have seen
firms try to patch together spreadsheets and basic accounting packages, only to fail a DCAA
audit. That is a painful lesson. The better path is to adopt a system designed with DFARS in
mind from the ground up. A system that understands the flow from contract award to final
billing, and that enforces compliance at each step. This is where the discussion around
spendlogic dfars tools becomes relevant.

How SpendLogic Addresses DFARS Requirements

SpendLogic provides a framework that aligns procurement and financial data with DFARS
clauses. It is not a generic ERP system. Instead, it focuses on the specific areas where
contractors most often stumble: cost accumulation, billing, and reporting. For example, DFARS
252.234-7000 requires contractors to maintain an accounting system that can segregate costs
by contract. SpendLogic handles this by allowing users to tag every transaction with contract
and task identifiers. This makes it straightforward to generate cost reports that satisfy both the
government and internal auditors. The platform also supports forward pricing rate agreements
and provisional billing rates, which are common requirements in large defense contracts.

Another important feature is the handling of unallowable costs. Under DFARS 231.205-70,
contractors must identify, segregate, and exclude unallowable costs from billings and claims.
This is a frequent source of audit adjustments. | have worked with contractors who lost
significant revenue because they could not prove that unallowable costs were excluded from



their invoices. SpendLogic automates this process by flagging unallowable categories and
preventing them from being billed. It also maintains an audit trail that shows exactly which
costs were excluded and why. That kind of traceability is invaluable during a DCAA review.

SpendLogic also integrates with procurement workflows. When a purchase order is created for
a DFARS-covered contract, the system can automatically apply the relevant DFARS clauses.
This includes flow-down clauses to subcontractors, which is another area where contractors
often make mistakes. The system can generate compliance checklists and reminders for tasks
like submitting certified cost or pricing data. All of this helps reduce the administrative burden
on contracting officers and finance teams. In my experience, the time saved on manual
compliance checks can be redirected to more strategic work, like bidding on new
opportunities.

Real-World Implementation Lessons

| have seen several defense contractors implement SpendLogic over the years. The most
successful ones follow a few key practices. First, they invest in training. The software is only as
good as the people using it. If your team does not understand how to classify costs or apply
DFARS clauses, the system will not magically fix that. Second, they customize the configuration
to match their contract types. Not all DFARS clauses apply to every contract. SpendLogic
allows you to set up rules based on contract value, customer type, and product category.
Taking the time to configure these rules upfront pays off later. Third, they use the reporting
features actively. | recommend running monthly compliance reports, not waiting until audit
time. This helps catch issues early, when they are easier to fix.

One contractor | worked with used spendlogic dfars to recover from a failed audit. They had

been using a generic accounting package and received a recommendation from the DCAA to
improve their cost accounting system. After implementing SpendLogic, they were able to
demonstrate compliant cost accumulation within three months. Their next audit passed with
no major findings. That is a concrete example of how the right tool can turn a compliance
liability into a strength. The key was that they did not just buy software. They changed their
processes to match the recommended workflows. SpendLogic made that change possible, but
the team had to commit to it.

Another lesson is the importance of data migration. When you switch from an old system to
SpendLogic, you need to bring forward historical cost data. This is not trivial. | have seen
projects stall because the data mapping was incomplete. Make sure you allocate enough time
and expertise for this step. It is often worth hiring a consultant who has done it before. The
cost of getting it right is much less than the cost of an audit failure.
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Beyond the Basics: Advanced DFARS Topics

For contractors working on cost-type contracts, the requirements become even more detailed.
DFARS 252.234-7001 mandates that contractors have an accounting system that can
accumulate costs by contract and generate cost reports in a specific format. SpendLogic can
produce the DD Form 2348 and other required reports directly. This eliminates the need for
manual data re-entry and reduces the risk of errors. | have seen contractors who previously
spent weeks preparing for an audit cut that time down to a few days. The system also supports
the requirement for a billing system that can generate proper invoices under cost-type
contracts, including the submission of SF 1034 and other standard forms.

Another advanced area is the treatment of indirect costs. Under DFARS 231.2, contractors
must use a consistent method for allocating overhead and G&A costs. SpendLogic allows you
to define allocation bases, such as direct labor dollars or total cost input, and then
automatically applies them. This ensures that your indirect costs are allocated in a way that is
both consistent and auditable. During an audit, the DCAA will examine your allocation
methodology closely. Having a system that enforces that methodology across all contracts is a
major advantage.

Finally, there is the topic of subcontractor compliance. DFARS requires prime contractors to
flow down certain clauses to their subcontractors. This includes requirements for cost
accounting and billing systems. SpendLogic provides tools to track subcontractor compliance,
including the ability to request and review subcontractor cost data. This can help primes
ensure that their entire supply chain is compliant. | have seen primes get into trouble because
a subcontractor failed to maintain adequate cost records. By using SpendLogic to monitor
subcontractor compliance, you can reduce that risk.

Practical Steps for Getting Started

If you are considering SpendLogic for DFARS compliance, start by assessing your current pain
points. Are you struggling with cost accumulation? Billing errors? Audit preparation? Each of
these areas has specific features in SpendLogic that can help. Next, talk to other contractors
who have implemented the system. Their insights can help you avoid common pitfalls. | also
recommend requesting a demo that focuses specifically on DFARS scenarios, not just general
features. Ask to see how the system handles a typical cost-type contract from award to
closeout. That will give you a realistic sense of its capabilities.

Once you decide to move forward, plan for a phased rollout. Start with one contract or one
business unit, learn from that experience, and then expand. This reduces the risk of disruption
to your daily operations. Make sure to involve your accounting team, your contracts team, and
your IT department from the start. Each group will have different needs and concerns.



Addressing them early will make the implementation smoother. And remember, the goal is not
just to check a box. It is to build a compliance infrastructure that supports your business
growth.

In the end, the conversation around spendlogic dfars is about more than software. It is about
giving defense contractors the confidence that they are meeting their regulatory obligations. It
is about reducing the stress of audits and freeing up time to focus on delivering quality work.
For any contractor serious about defense work, having a system that supports DFARS
compliance is no longer optional. It is a requirement for success.



