
Why Government Contractor Compliance Matters
for Your Business
For any business that works with the federal government, staying on the right side of
regulations is not optional. I have seen too many companies treat compliance as a checkbox
exercise, only to face costly consequences when a CPSR audit reveals gaps in their purchasing
system. The reality is that government contractor compliance is a continuous process that
requires attention, resources, and a willingness to adapt. Over the years, I have learned that the
companies that excel at this are the ones that treat it as a competitive advantage, not a
burden.

When I first started advising contractors, I thought the hardest part was understanding the
Federal Acquisition Regulation. But I soon realized that the real challenge is building a culture
where compliance is part of everyday operations. It is not about memorizing clauses; it is
about making sure your systems and people work together to meet the standards. A strong
compliance program protects your contract awards, reduces audit risks, and can even open
doors to new opportunities.

Understanding the CPSR Audit
The CPSR, or Contractor Purchasing System Review, is one of the most significant
assessments a government contractor can face. If your purchasing system is not deemed
adequate, you might lose the ability to self-govern, and that can slow down your operations. I
have worked with contractors who thought they were ready, only to find out their
documentation was inconsistent or their subcontractor oversight was lacking.

A CPSR audit typically examines how you manage subcontracts, determine price
reasonableness, and maintain records. The auditors want to see that you have clear policies
and that your employees follow them. I have seen companies pass these audits by focusing on
training and process improvement. Others have failed because they neglected to update their
procedures after a change in regulations. The difference often comes down to how seriously
you take government contractor compliance from the start.

Building a Compliant Purchasing System
Your purchasing system is the backbone of your compliance efforts. It covers everything from
how you solicit bids to how you document your decisions. I have found that the most effective
systems are those that integrate compliance into each step, rather than adding it as a review at
the end. For example, when you evaluate a subcontractor, you should verify their past
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performance and financial stability as part of the initial selection, not after the contract is
signed.

One practical step is to create standard operating procedures that guide your team. These
should include checklists for key actions like documenting price reasonableness or reviewing
subcontractor proposals. I have seen companies reduce their audit findings by simply making
their procedures more detailed and accessible. Another important element is training. Your
buyers and contract administrators need to understand the requirements, not just follow a
script. Regular training sessions that address real scenarios can help your team stay sharp.

Common Pitfalls in Government Contracting

Over the years, I have noticed several recurring issues that cause compliance problems. Here
are a few that I see often:

Inconsistent documentation: Some contracts have thorough records while others are
sparse. This inconsistency raises red flags during audits.

Lack of price analysis: Contractors sometimes accept a subcontractor's price without
checking if it is reasonable. This is a common finding in CPSR audits.

Poor subcontractor oversight: If you do not monitor your subcontractors' performance
and compliance, you are taking a risk.

Ignoring changes in regulations: The FAR and DFARS are updated regularly. Failing to
update your policies can lead to noncompliance.

No clear delegation of authority: When multiple people can approve purchases
without clear rules, mistakes happen.

Addressing these issues does not require a complete overhaul. Often, small improvements in
how you track and review your work can make a big difference. I have helped contractors
implement simple tools like a shared log for documenting price analysis, and that alone
reduced their audit findings significantly.

The Role of SpendLogic in Improving Compliance
In my experience, software tools can help streamline compliance, but they are not a substitute
for good processes. SpendLogic is one example of a tool designed to support purchasing
system compliance. It helps contractors track their spending, document their decisions, and
prepare for audits. But the key is to use it as part of a broader compliance strategy, not as a
magic fix. I have seen companies buy software and then ignore it, expecting it to solve all their
problems. That is a mistake.



When used correctly, SpendLogic can help you identify patterns in your purchasing that might
be risky. For instance, if you tend to use the same subcontractor repeatedly without
recompeting, the system can flag that. It can also generate reports that show your compliance
posture at a glance. But you still need people who understand the regulations and can interpret
those reports. The best results come from combining good tools with trained staff.

Preparing for a CPSR Audit
If you know a CPSR audit is coming, start preparing early. I recommend at least six months of
advance work if your system is not already robust. Begin by reviewing your current purchasing
procedures against the requirements in FAR Part 44. Look for gaps in documentation or areas
where your practices do not match your written policies. I have found that many contractors
have solid procedures on paper, but their day-to-day operations are different. Auditors will
notice this.

Next, conduct a mock audit. Go through a sample of your contracts and check for
completeness. Are the price analysis reports there? Do you have evidence of subcontractor
responsibility? I have seen mock audits uncover issues that would have been major findings in
a real review. Correct those issues before the auditors arrive. It also helps to involve your team
in the preparation so they understand what is expected.

Key Documents to Have Ready

During a CPSR audit, the auditors will ask for specific documents. Having these organized can
speed up the process and show that you are on top of things:

1. Your purchasing policies and procedures manual.

2. A sample of recent contract files, including solicitations, evaluations, and awards.

3. Records of subcontractor responsibility determinations.

4. Documentation of price or cost analysis for subcontracts.

5. Training records for your purchasing personnel.

I always tell contractors to keep these documents in a central location, both in hard copy and
digitally. Auditors appreciate when you can produce records quickly. It signals that your system
is well managed.

Long-Term Benefits of Strong Compliance
Investing in government contractor compliance pays off over time. Companies with strong
compliance records are less likely to face audits in the first place, and when they do, they pass
more easily. That means less disruption and lower costs. I have seen contractors win new



business because their compliance reputation was known in the industry. Federal agencies
prefer to work with contractors who can manage their own systems without constant
oversight.

Moreover, a disciplined approach to compliance can improve your overall business operations.
The same processes that help you document price reasonableness can also help you
negotiate better deals with suppliers. The oversight you apply to subcontractors can reduce
performance issues on your projects. Compliance is not an island; it connects to the rest of
your business.

In the end, the companies that succeed in government contracting are those that treat
compliance as a core business function. They do not see it as a hurdle but as a way to build
trust and reliability. If you are just starting your compliance journey, begin with the basics:
understand the requirements, train your people, and use tools wisely. And remember, the goal
is not just to pass an audit, but to build a system that supports your long-term success.


