Streamlining Government Contractor Compliance
in Procurement Systems

Why Getting Compliance Right Matters More Than Ever

Working with the federal government means signing up for a level of scrutiny that most
commercial contracts simply do not require. For companies that sell goods or services to
federal agencies, the purchasing systems they use must meet strict standards. That is where
government contractor compliance becomes the difference between winning the next contract
and facing an audit that freezes your cash flow.

| have seen too many otherwise capable contractors stumble not because their products were
bad, but because their procurement documentation could not hold up to a DCAA review. The
rules around purchasing systems, cost accounting, and allowable costs are detailed and they
change regularly. Keeping up is a full-time job, and that is exactly the kind of work that a
dedicated compliance platform is built to handle.

In this article | want to share some real-world lessons about how contractors can strengthen
their compliance posture, avoid common pitfalls, and build purchasing systems that satisfy
both the letter and the spirit of federal regulations.

What Government Contractor Compliance Actually Covers

When we talk about government contractor compliance, we are really talking about a set of

requirements that flow from the Federal Acquisition Regulation (FAR) and the Defense Federal
Acquisition Regulation Supplement (DFARS). These rules govern how contractors manage their
purchasing, how they track costs, and how they segregate direct and indirect expenses. A
compliant purchasing system is one that can demonstrate to an auditor that every dollar
charged to the government was reasonable, allocable, and allowable.

For a contractor, this means having clear policies for vendor selection, competitive bidding, and
documentation of purchase justifications. It also means maintaining an audit trail that
connects each procurement action to the contract that authorized it. Without that trail, even
legitimate costs can be disallowed during a review.

Common Gaps | See in Contractor Purchasing Systems

Over the years | have consulted with dozens of small and mid-sized contractors who thought
they were compliant only to discover painful gaps during an audit. Here are the most frequent
issues:
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¢ Inadequate documentation of price reasonableness determinations. Contractors
often accept a single quote without checking whether the price is fair.

e Poor segregation of direct and indirect costs. Mixing costs from different contracts or
blending overhead with direct materials creates red flags.

e Lack of a formal procurement review process. When anyone can place an order
without approval, the system lacks controls.

e Missing or inconsistent use of purchase orders. Oral agreements or email approvals
rarely satisfy audit requirements.

* No regular self-assessment. Waiting for the government to find problems is far more
expensive than catching them internally.

Each of these gaps can be closed with a combination of clear procedures, proper training, and
a system that enforces the rules consistently. That is where a platform designed for contractor
purchasing system reviews becomes a practical tool, not just a nice-to-have.

Building a Compliant Procurement Process from the Ground Up

If you are starting fresh or overhauling an existing system, the first step is to map your current
procurement workflow. Sit down with your purchasing team, your accounting staff, and your
contracts manager. Walk through how an order actually happens from the moment a need is
identified to the moment the invoice is paid. Compare that to what the FAR requires. You will
likely find gaps.

Once you know where the gaps are, you can design procedures that close them. For example, if
your team routinely skips the step of documenting why a sole-source vendor was chosen,
create a simple form that must be completed and saved before any purchase order is issued. If
you lack a standard format for documenting price reasonableness, adopt one and make it
mandatory.

Training is equally important. A written policy that nobody follows is worthless. | recommend
quarterly refreshers for anyone involved in procurement, and a mandatory review for new hires
within their first month. The training should cover not just the rules but the reasons behind
them. When people understand why documentation matters, they are far more likely to do it
correctly.

Using Technology to Enforce Consistency

Human beings are inconsistent. That is a fact of life. The best way to ensure consistent
compliance is to build the rules into the tools your team uses every day. A good purchasing
system, whether it is part of an ERP or a standalone platform, can enforce mandatory fields,



require approvals above certain dollar thresholds, and automatically flag purchases that lack
the required documentation.

For many contractors, the challenge is that their existing systems were designed for
commercial work and lack the features needed for government contractor compliance.
Retrofitting a commercial system to meet FAR requirements can be expensive and time-
consuming. That is why specialized platforms that focus on contractor purchasing system
compliance are gaining traction. They already understand the rules and can guide users
through the process without requiring extensive customization.

One contractor | worked with had been using a generic accounting system for years. Their
audits were always stressful because they had to pull together documentation from multiple
spreadsheets, email threads, and paper files. After switching to a purpose-built compliance
platform, their next audit went smoothly. The auditor was able to review their purchasing
transactions in minutes instead of days. The peace of mind alone was worth the switch.

Staying Current with Changing Regulations

Federal procurement rules are not static. The FAR and DFARS are updated regularly, and
contractors need to keep up. A change that seems minor, such as a new reporting requirement
for certain types of purchases, can have a big impact if it is missed. Relying on annual training
alone is not enough. You need a system that alerts you to relevant changes and helps you
assess their impact on your processes.

This is another area where a dedicated compliance platform can help. Many of them include
regulatory update tracking as part of their service. When a new rule is published, the platform
can flag it, explain what it means, and suggest updates to your purchasing procedures. That
kind of proactive support is invaluable for contractors who do not have a full-time compliance
officer on staff.

Measuring the ROl of Strong Compliance

Some contractors view compliance as a cost center, but | see it differently. A well-run
purchasing system that meets government standards saves money in the long run. It reduces
the risk of cost disallowances, which can eat into profits. It speeds up audits, which means
less disruption to your operations. And it makes your company a more attractive partner for
prime contractors and federal agencies alike.

Consider the cost of a single failed audit. If the government disallows even a small percentage
of your claimed costs, the financial hit can be significant. Add in the cost of having your staff
tied up in audit preparation and the lost opportunity cost of contracts you cannot bid on while



the audit is ongoing. Suddenly, the investment in a solid compliance program looks like a
bargain.

Practical Steps You Can Take This Week

If you are not sure where to start, here are three actions you can take right now:

1. Review your last purchase order file and check whether each order has a documented
basis for price reasonableness. If not, that is your first gap to fix.

2. Schedule a one-hour meeting with your procurement and accounting teams to walk
through your current process end to end. Identify one area where the process could
be tightened.

3. Evaluate whether your current purchasing system supports the documentation and
approval workflows required by the FAR. If it does not, start researching alternatives
that do.

Government contractor compliance does not have to be a mystery. With the right procedures,
the right training, and the right tools, any contractor can build a purchasing system that passes
muster with auditors and supports efficient operations. The key is to treat compliance as an
integral part of how you do business, not as a separate burden to be endured.

When you embed compliance into your daily workflow, it becomes second nature. Your team
stops fighting the rules and starts using them as a guide to doing good work. That is the goal,
and it is achievable for any contractor willing to invest the time and attention it deserves.



