A Practical CPSR Compliance Guide for
Government Contractors

Why CPSR Compliance Matters More Than Ever

If you work with the U.S. federal government as a contractor, you have likely heard the term
"CPSR" whispered in meetings or flagged in an audit notice. A Contractor Purchasing System
Review, or CPSR, is the government's way of checking whether your purchasing system meets
federal standards. It sounds bureaucratic, and it is. But getting it right can save you from
contract delays, penalties, or worse. | have seen companies scramble after a failed review, and
it is not pretty. The good news is that a thoughtful CPSR compliance guide can help you
prepare without losing your mind.

Many contractors treat the CPSR as a one-time event. They dust off a manual, update a few
forms, and hope for the best. That approach rarely works. The government wants to see a
purchasing system that is actually used, not one that sits on a shelf. This guide draws on what
| have learned from working with contractors who passed their reviews and those who did not.
The difference often came down to how well they understood the requirements before the
auditor arrived.

What a CPSR Actually Looks For

The Defense Federal Acquisition Regulation Supplement, or DFARS, lays out the criteria for a
CPSR. But the real test is whether your system can demonstrate consistent, compliant
purchasing behavior. The government wants to see that you have clear policies, trained staff,
and a process that catches mistakes before they become problems.

Some of the key areas the review covers include:
e Whether your purchasing procedures align with the Federal Acquisition Regulation
(FAR) and DFARS.
e How you handle subcontractor selection and pricing.
e Your approach to ethics and conflict of interest in procurement.

¢ Documentation of purchasing decisions, especially for high-value items.

e Your system for tracking and managing small business subcontracting plans.

These are not just checkboxes. The auditor will interview your buyers, review sample purchase
files, and ask questions about how you handle real-world scenarios. One contractor | worked
with lost points because their team could not explain why they chose a particular supplier. The
policy was fine on paper, but the staff did not follow it consistently.



Building a System That Works for You

A common mistake is to design a purchasing system solely for the CPSR. You end up with
something rigid that frustrates your team and slows down procurement. Instead, think about
what your business needs to operate efficiently. If your buyers are constantly waiting for
approvals, they will find workarounds. Those workarounds often lead to compliance gaps.

| recommend starting with a gap analysis. Map out your current purchasing process from start
to finish. Then compare it to the DFARS requirements. Where are the mismatches? Maybe you
have no formal process for reviewing sole-source justifications. Or your file documentation is
spotty. Identify these gaps early so you can fix them before the review.

When you design your system, involve the people who will use it. Buyers, contract
administrators, and finance staff all have insights. They can tell you what is practical and what
is not. One company | consulted for had a policy that required three signatures for any
purchase over $5,000. It sounded good, but it meant that urgent buys were delayed. The team
started splitting purchases to avoid the threshold. That created a compliance problem. A better
design would have set a higher threshold with a faster approval path for emergencies.

Your CPSR compliance guide should include clear roles and responsibilities. Who is

responsible for reviewing subcontractor certifications? Who tracks small business reporting? If
everyone thinks someone else is handling it, you will have gaps. Document these roles in a
simple matrix. It does not have to be fancy. A spreadsheet with names and tasks works fine.

Preparing for the Review

The actual CPSR can take weeks. The government sends a team that will review your policies,
interview your staff, and examine a sample of purchase files. They look for evidence that your
system is functioning as intended.

Here is what | have seen work well in practice:

e Conduct a mock review before the real one. Use the same checklist the government
uses. Find your weak spots and fix them.

e Make sure your purchase files are complete. Missing documentation is one of the
most common findings. Every file should have a clear justification, pricing support,
and evidence of competition or a valid reason for its absence.

e Train your buyers on the specific requirements. Do not assume they know the FAR just
because they have been buying for years. A refresher course focused on compliance
can make a big difference.
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e Keep a log of corrective actions. If you find a problem during the mock review,
document how you fixed it. The government likes to see that you monitor your own
system.

One contractor | advised had a great system on paper, but their purchase files were a mess.
The auditor found multiple files missing the required justifications for non-competitive buys.
The contractor had to implement a training program and a file checklist before they could pass
a follow-up review. That is a headache you can avoid with a little preparation.

Common Pitfalls That Trip Up Contractors

Even experienced contractors make mistakes. Here are some | see often:

Overlooking small business requirements. The government takes small business
subcontracting plans seriously. If you are a large contractor, you have to show that you made a
good faith effort to include small businesses. Keep records of your outreach and the reasons if
you did not select a small business for a particular subcontract.

Ignoring ethics and conflict of interest policies. This is a big one. Your purchasing system
should include a clear policy on gifts, gratuities, and conflicts of interest. Train your buyers on
it. The auditor will ask about it.

Failing to update your manual. Your purchasing manual should be a living document. If you
change a process, update the manual. If the FAR changes, update the manual. An outdated
manual is a red flag.

Not involving legal or compliance early. Sometimes contractors treat the CPSR as a
procurement-only issue. But legal and compliance teams have valuable input, especially on
contract terms and ethics. Get them involved from the start.

Using This CPSR Compliance Guide as a Starting Point

Every contractor's situation is different. The size of your business, the types of contracts you
hold, and your purchasing volume all shape what a good system looks like. This CPSR
compliance guide gives you the framework, but you have to do the work to adapt it to your
context.

| have seen small contractors with lean teams pass their CPSR because they kept good
records and trained their staff. | have seen large companies with dedicated compliance
departments struggle because their processes were disconnected. The key is not the size of
your budget. It is the consistency and transparency of your purchasing system.



If you are new to CPSR, start by reading the DFARS section on contractor purchasing systems.
Then compare it to your current process. Identify the gaps, prioritize the fixes, and build a plan.
The government does not expect perfection, but it does expect good faith and continuous
improvement.

One final thought: do not wait until you get a notice to prepare. A CPSR can be triggered by a
new contract, a change in your business structure, or even a routine audit. If you have your
system in place ahead of time, the review becomes a validation of your good work rather than
a scramble to comply.

A practical CPSR compliance guide like this one can help you avoid the most common pitfalls.
But the real work happens when you take the principles and apply them to your daily
operations. That is where the value is.



