
A Practical CPSR Compliance Guide for
Government Contractors
When you work with federal contracts, the term CPSR tends to land with a certain weight.
Contractors who have been through one know it is not just another audit. It is a deep look at
how your company buys things, who approves purchases, and whether your procurement
system meets the standards the government expects. If you are new to this world or just want
to tighten up your approach, a solid CPSR compliance guide can save you time, money, and a
lot of headaches.

I have spent years inside procurement shops and seen what works when the reviewers show
up. The key is not to scramble the week before. It is to build a system that runs cleanly every
day. That is where a good CPSR compliance guide comes in. It gives you a framework to check
yourself against before the government does it for you.

What CPSR Actually Means for Your Business
First, let us clear up what a CPSR is. It stands for Contractor Purchasing System Review. It is a
review done by the Defense Contract Audit Agency or another designated agency to see if your
purchasing system meets federal standards. If your company receives certain types and values
of government contracts, you may be required to have an approved purchasing system. The
review checks things like how you solicit bids, how you award subcontracts, and how you
manage conflicts of interest.

I have seen companies treat this like a one-time event. They clean up files, run reports, and
hope the reviewer does not look too closely. That approach almost always backfires. A good
CPSR compliance guide helps you build a system that works whether the reviewer is coming
next month or next year. It shifts your mindset from passing a test to running a healthy
operation.

Key Areas the Reviewers Will Probe
Every CPSR is a little different, but the reviewers tend to focus on a few core areas. Knowing
these upfront lets you build your system around them.

Written policies and procedures. You need a documented procurement manual that
covers everything from small purchases to major subcontracts. It must be clear,
current, and actually followed.

Price analysis. For every purchase over the simplified acquisition threshold, you need
to show you evaluated whether the price is fair and reasonable. This is not just getting
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three quotes. It is documenting your analysis.

Subcontract management. If you award subcontracts under a government prime
contract, you have to show you flowed down required clauses and monitored
performance. Many contractors trip up here by treating subcontracts like commercial
purchases.

Conflict of interest controls. Your procurement people cannot have a financial
interest in the companies they buy from. You need a system to identify and manage
these situations.

Buying from excluded parties. You must check the System for Award Management
exclusions list before every award. A single miss can cause big problems.

These five areas are where reviewers spend most of their time. If your system covers them
well, you are in good shape.

Common Mistakes That Trigger Findings
I have watched a lot of companies go through CPSR and there are a few patterns that keep
coming up. One is relying on corporate memory instead of written rules. A senior buyer might
know the process by heart, but if they leave the company, the knowledge leaves with them. The
reviewers want to see documented procedures, not just experienced people.

Another mistake is treating the CPSR as a purchasing department problem. I have seen
companies where procurement runs a tight ship, but the engineering group goes out and buys
specialized equipment on their own without following any policy. That is a huge red flag. The
reviewer will look at your entire company, not just the buyers. Everyone who makes purchases
needs to be part of the system.

And then there is the documentation gap. You might have a great process for getting
competitive quotes, but if you do not keep the records in an organized way, the reviewer cannot
tell that you did it. The system has to produce evidence. A good CPSR compliance guide will
emphasize that the process and the documentation are two halves of the same whole.

Building Your Procurement Manual
Your procurement manual is the backbone of your system. It does not need to be a hundred
pages. It needs to be clear and complete. I have seen effective manuals that are thirty pages
and others that are sixty. The length is not the point. The point is that it covers every step of the
procurement process from identifying a need to closing out the order.

Start with your company's purchasing authority levels. Who can approve a purchase up to five
thousand dollars? Who needs to sign off on a fifty thousand dollar subcontract? Write it down.



Then describe how you get competition. For small purchases, that might mean calling three
vendors. For bigger buys, it might mean a formal solicitation. Be specific about what you do
and why.

Include a section on how you document price reasonableness. This is a big one. The
government wants to know you are not overpaying. Describe the methods you use, whether it
is comparing competitive offers, looking at published price lists, or using a cost analysis. Then
show how you record the result in the file.

Do not forget the flow-down of clauses. Every subcontract you award under a government
contract must include certain required terms. Your manual should list the common clauses
and explain how you ensure they are included. A checklist can help here, but the manual should
describe the process.

Preparing for the Actual Review
When you get notice of a CPSR, you usually have some lead time. Use it wisely. Do not wait
until the week before. Start by doing a self-assessment against the standards in your manual.
Pull a sample of recent purchase files and check them for completeness. If you find gaps, fix
them and document what you did.

I recommend doing a mock review. Have someone who is not involved in the day-to-day
procurement look at your files. They will see things you miss because you are too close to the
work. A fresh set of eyes can spot missing documentation or unclear procedures that you have
learned to overlook.

On the day of the review, be honest. If you do not have a certain document, say so. Trying to
hide a gap usually makes it worse. The reviewers are not there to destroy your business. They
are there to verify your system. If you show you understand the standards and have a plan to
fix any issues, that goes a long way.

One thing that surprises many contractors is that the reviewers may interview your buyers.
They want to see that the people doing the work know the rules. So make sure your team is
trained on the manual. Do not just hand it out and assume they read it. Walk through the key
points with them. Answer their questions. The more they understand, the smoother the review
will go.

Keeping the System Alive After Approval
Getting an approved purchasing system is a milestone, but it is not the end. The government
can come back for a periodic review. More importantly, your system has to keep working as
your company changes. If you open a new office or start buying a new category of goods,



update your manual. If you hire a new buyer, train them on the system. A CPSR compliance
guide that treats the system as a living thing is much more useful than one that assumes a
one-time setup.

I have seen companies that let their manual sit on a shelf for three years. When the next review
came around, the manual described processes that no one followed anymore. That created a
lot of extra work and some negative findings. Keep your manual current. Review it at least once
a year and whenever your business changes in a significant way.

Also, keep your file samples. Every month, pull a few completed purchase files and check them
against your procedures. If you find a problem, you can fix it before it becomes a pattern. This
kind of ongoing self-check keeps your system healthy and makes the next CPSR much easier.

Final Thoughts
A CPSR does not have to be a painful experience. If you build your procurement system with
care and keep it running day to day, the review becomes a validation of what you are already
doing right. The real value of a CPSR compliance guide is not just passing the test. It is
learning to run a procurement operation that saves your company money, reduces risk, and
makes everyone's job easier.

Take the time to get it right. Write clear procedures, train your people, and document your work.
That effort pays off in smoother operations and stronger relationships with your government
customers. And when the reviewer shows up, you will be ready.


