Understanding CPSR Purchasing Policies for
Government Contractors

Working with the federal government as a contractor means learning a whole new set of rules.
One area that trips up many new entrants is understanding how procurement systems are
evaluated and approved. The process can feel opaque, but getting it right is critical for
maintaining compliance and winning contracts.

| spent several years helping mid-sized firms navigate their first government contracts. The
single biggest hurdle | saw was not a lack of capability. It was a lack of preparation in how they
managed their purchasing systems. The Department of Defense, in particular, expects
contractors to have robust internal controls before they are allowed to spend government
money on supplies or subcontracts.

That is where CPSR purchasing policies come into the picture. A Contractor Purchasing
System Review, or CPSR, is the government's way of checking that your internal buying
processes meet federal standards. If you hold certain types of contracts, the Defense Contract
Management Agency (DCMA) or another agency will review your system. Your purchasing
policies form the backbone of that review.

What a CPSR Actually Looks At

When an analyst sits down to review your purchasing system, they are not just checking
whether you have a policy manual on a shelf. They are looking at how your policies work in
practice. The review covers areas like whether you obtain competitive bids, how you handle
small business subcontracting, and whether your purchasing files are complete and auditable.

Many contractors assume that because they have been buying supplies for years without
issue, their system will pass. That assumption can be expensive. A failed CPSR can lead to
withheld payments, suspension of your purchasing authority, or even contract termination. The
review is thorough, and it is designed to catch gaps you might not see.

One contractor | worked with had a solid purchasing process on paper but kept losing points
because their employees did not document their decisions consistently. The policy said they
would seek three quotes. In practice, people took the first reasonable price and moved on. The
CPSR team flagged that inconsistency immediately. The fix required retraining staff and
updating their purchasing policies to reflect actual workflow, not just ideal workflow.

Building Policies That Work Under Review



Creating effective CPSR purchasing_policies means balancing two things: meeting the

regulatory requirements and making the process usable for your team. If your policy is too
rigid, people will find workarounds. If it is too loose, the reviewer will find noncompliance.

Start with the Federal Acquisition Regulation (FAR) requirements that apply to your contract
type. The FAR spells out what a contractor purchasing system must include. Your policies
should address subcontracting, purchasing authority, conflict of interest, and documentation
standards. But they should also reflect how your company actually operates. A policy that
forces every purchase under ten thousand dollars through a three-week approval cycle will
frustrate your staff and slow down your projects.

| recommend writing policies that set clear minimum standards but allow for reasonable
judgment. For example, require competitive bids for purchases above a threshold, but give
buyers discretion on lower-value items. Document the rationale for any single-source award in
the file. That documentation protects you if the reviewer asks why you bypassed competition.

Common Gaps in Contractor Policies

Over the years, | have noticed a few patterns that cause trouble during reviews. The first is
failing to define what constitutes an adequate price analysis. Many policies say buyers must
ensure prices are fair and reasonable without explaining how to determine that. A better policy
lists methods like comparing published price lists, reviewing historical prices, or obtaining
competitive quotes. That gives the buyer a clear toolkit and shows the reviewer you have a
systematic approach.

The second gap is around subcontractor oversight. Your CPSR purchasing policies need to
cover how you evaluate and monitor subcontractors. If you delegate purchasing authority to a
subcontractor without verifying their system, you are assuming risk. The government holds you
responsible for the entire supply chain. Your policies should require flow-down of key terms
and periodic reviews of subcontractor performance.

Third, many policies understate the importance of small business utilization. The government
sets goals for subcontracting with small, woman-owned, veteran-owned, and other categories.
Your purchasing policies must actively direct your buyers to consider these firms. If a reviewer
sees that you consistently bypass small businesses without documentation, they will flag it as
a deficiency.

Preparing for the Actual Review

Once your policies are written, you need to prepare for the review itself. The DCMA typically
gives you several weeks notice before a CPSR. That is your window to audit your own files. Pull
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a sample of recent purchases and check whether they match your policies. If you find gaps, fix
them before the reviewer arrives.

| helped a small defense contractor prepare for their first CPSR. We spent two weeks going
through every purchase order from the previous six months. We found that about fifteen
percent of the files lacked a written justification for why a particular supplier was chosen. That
was a straightforward fix. We added a short memo to each file explaining the decision. When
the reviewer came, those files passed without comment.

The reviewer will also look at your purchasing system's overall maturity. They want to see
continuous improvement, not just a static set of rules. Your policies should include a periodic
review cycle. Every year or two, update them based on lessons learned from past purchases
and changes in the regulations. Document those updates. It shows the government that you
take compliance seriously.

The Real Cost of Getting It Wrong

| have seen what happens when a contractor ignores their purchasing policies until the CPSR
notice arrives. They scramble to create something that looks compliant on paper, but the
reviewer sees through it. The result is a corrective action plan that can take months to
implement. During that time, the contractor may lose the ability to issue purchase orders
independently. That slows down every project and damages relationships with subcontractors.

In one case, a contractor | knew had a purchasing system that was almost entirely verbal.
People called suppliers, agreed on prices, and placed orders. There was almost no paper trail.
When the CPSR team arrived, they could not find evidence that competitive bidding had
occurred. The contractor received a rating of marginal and had to implement a completely new
purchasing system under a tight deadline. The cost of that fix was far higher than the cost of
maintaining proper records from the start.

On the other hand, contractors who invest in solid CPSR purchasing policies find that the effort
pays off in other ways. Their internal processes become more efficient. They avoid disputes
with suppliers because everything is documented. And when they bid on new contracts, they
can point to their proven purchasing system as a strength. Government buyers like working
with contractors who make compliance look easy.

Practical Steps to Strengthen Your Approach

If you are preparing for a CPSR or just want to get ahead of the requirements, start by
reviewing your current purchasing policies against the FAR standards. Identify any gaps in
documentation requirements, competitive bidding thresholds, or subcontractor oversight. Then
talk to the people who actually do the buying. Ask them where the current system creates



bottlenecks or confusion. Their feedback will help you write policies that work in practice, not
just on paper.

Next, establish a regular audit process. Pull a random sample of purchase files every quarter
and check them against your policies. If you find errors, correct them and update your training.
This routine keeps your system clean and prepares you for the CPSR at any time.

Finally, document everything. The reviewer wants to see a trail of decisions, approvals, and
compliance checks. Your purchasing policies should require that documentation be placed in
the file at the time of the purchase. Do not rely on memory or verbal agreements. The paper
trail is your best defense in a CPSR.

Getting your CPSR purchasing policies right requires thought and effort, but it is not
mysterious. It is about building a system that meets the rules and works for your business.
Once you do that, the review process becomes a confirmation of what you already know, not a
source of anxiety.



