
How CPSR Purchasing System Approval
Streamlines Government Contracting
When I first started working with government contractors, I assumed the biggest hurdle was
winning the bid. I was wrong. The real test often comes after the award, when you have to
prove your purchasing system meets federal standards. That process, formally known as CPSR
purchasing system approval, can make or break a contractor's ability to grow. Over the years, I
have watched small businesses stumble under the weight of compliance, and I have seen
others thrive because they treated the CPSR as a tool rather than a burden.

Contractors who understand CPSR purchasing system approval early tend to avoid costly
rework later. The Contractor Purchasing System Review is a Department of Defense evaluation
that checks whether your buying practices align with the Federal Acquisition Regulation and
the Defense Federal Acquisition Regulation Supplement. If you pass, you earn a delegated
purchasing authority. If you fail, you lose the ability to self-govern your procurement, which
often means slower approvals and lost opportunities. The key is building a system that
satisfies the review before the auditors arrive.

What CPSR Purchasing System Approval Actually Covers
The review is not just about paperwork. Auditors look at how you solicit bids, evaluate
suppliers, document price reasonableness, and manage subcontracts. They also check your
policies for conflicts of interest and your recordkeeping for purchases. In practice, this means
every purchase order, every source selection, and every negotiation leaves a trail. If that trail is
incomplete or inconsistent, the review flags it.

I once worked with a mid-sized contractor who had grown quickly by winning multiple IDIQ
contracts. They thought their procurement processes were fine because they had never had a
dispute. But when the DCAA scheduled a CPSR, they discovered their files lacked adequate
justifications for sole-source awards. The fix took six months and cost them two follow-on
contracts. That experience taught me that CPSR purchasing system approval is not something
you can patch together in a week. It requires a deliberate, documented approach from day one.

Building a CPSR-Ready Procurement Operation
If you are a government contractor, the best time to prepare for a CPSR is before you ever bid
on a cost-reimbursement or time-and-materials contract. Waiting until the review is announced
is like studying for a final exam the night before. Here are the core areas I have found that
contractors must get right:
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Written purchasing procedures that mirror the FAR and DFARS requirements, not
generic boilerplate.

A trained team that understands how to apply those procedures to real purchases,
from small-dollar buys to major subcontracts.

Consistent documentation for every transaction, including the basis for price
reasonableness and the selection of suppliers.

A system for tracking and managing subcontractor consent, because the government
cares about who you hire downstream.

Internal audits or self-assessments that catch gaps before the official review does.

These elements form the backbone of a system that can withstand scrutiny. But even
contractors with strong procedures sometimes fail because they treat the CPSR as a one-time
event. The reality is that once you earn approval, you must maintain it through continuous
compliance. Auditors can return for periodic reviews, and any major change in your business,
like a merger or new contract type, can trigger a fresh look.

Common Missteps That Delay CPSR Purchasing System Approval
Over the years, I have noticed patterns in contractors who struggle with CPSR purchasing
system approval. One of the most common is over-reliance on manual processes. A small
team might track purchases in spreadsheets and store approvals in email folders. That works
for a while, but as volume grows, the system becomes brittle. A single misplaced file or a
missed signature can create a gap that auditors exploit.

Another mistake is treating the purchasing system as separate from the rest of the business. I
have seen contractors where the CFO handles procurement as a side duty, with no dedicated
compliance oversight. That arrangement rarely survives a CPSR because the depth of
documentation required goes beyond what a part-time effort can sustain. The contractors who
succeed typically assign a responsible person or team that owns the process end to end.

A third issue is failing to update procedures when the rules change. The FAR and DFARS are
not static. They are amended, and so are the interpretations that auditors apply. A contractor
who last updated their purchasing manual in 2018 will likely face findings in 2025. Staying
current means subscribing to regulatory updates and reviewing internal policies at least
annually.

How Technology Fits Into the Picture
This is where purpose-built procurement software becomes relevant. A system designed for
government contractors can encode the FAR and DFARS requirements directly into workflows,



so users do not have to remember every clause. When a purchase order is created, the
software can prompt for price reasonableness documentation, flag missing approvals, and
maintain an audit trail that satisfies the review criteria. The goal is not to replace human
judgment but to reduce the chance of oversight.

I have worked with contractors who adopted such tools and saw their CPSR preparation time
drop from months to weeks. The software does not guarantee approval, but it makes the
evidence easy to find and the process repeatable. That consistency is what auditors value
most. They want to see that your system works the same way on a Tuesday afternoon as it
does on a Friday before a holiday. A well-configured procurement system provides that
reliability.

Of course, technology alone is not enough. I have visited contractors who bought an expensive
system but never trained their staff on it. The result was a tool that collected dust while users
still worked around it with spreadsheets. The human side, training, buy-in, and ongoing process
improvement, remains essential. The best approach combines clear procedures, capable
people, and software that supports both.

Preparing for Your First CPSR
If your company is approaching its first CPSR, start by conducting a gap analysis. Compare
your current purchasing practices against the checklist that the DCAA and DCMA use. Many
contractors are surprised by how many small gaps exist. For example, do you document how
you determined that a price was fair and reasonable for every purchase over the micro-
purchase threshold? If the answer is not a clear yes, you have work to do.

Next, review your subcontracting practices. The government pays special attention to how
contractors manage their subcontractors, especially on cost-type contracts. You need to show
that you evaluate subcontractor proposals with the same rigor you apply to your own bids. That
means documenting the basis for award, the negotiation history, and the final price agreement.
Skipping these steps is a common reason for a conditional approval or a deficiency.

Finally, practice the review internally. Run a mock audit where someone outside your
procurement team examines a sample of transactions. Ask them to look for missing
signatures, incomplete justifications, or policies that were not followed. The findings from that
exercise will show you exactly where your system needs strengthening before the real auditors
show up. I have facilitated several of these dry runs, and in every case, they uncovered
something that the team had overlooked.

Maintaining Approval Over the Long Term



Earning CPSR purchasing system approval is a milestone, but it is not the finish line.
Contractors who treat it as a one-time achievement often find themselves back in the review
cycle sooner than expected. The key to long-term success is embedding compliance into daily
operations, not treating it as a quarterly exercise. This means regular training for new buyers,
periodic updates to procedures, and a culture where asking for documentation is normal, not
annoying.

I have seen contractors who maintain a simple checklist that buyers complete for each
purchase. That checklist ensures that every file includes the required elements, from the
purchase request to the receiving report. Over time, the checklist becomes second nature, and
the audit trail builds itself. That is the kind of system that passes a CPSR with minimal
findings.

Another practice that pays off is keeping a log of lessons learned from past reviews or internal
audits. When a finding is corrected, document what was wrong and how you fixed it. That
record shows auditors that you take compliance seriously and that your system improves over
time. It also helps new employees understand why certain steps exist, which reduces
resistance to the process.

Final Thoughts
Government contracting is a high-stakes environment where a single compliance failure can
cost you a contract or worse. CPSR purchasing system approval is the gate that determines
whether you can operate with the autonomy to win and execute the most complex projects. By
approaching it as a strategic advantage rather than a bureaucratic chore, you can build a
procurement operation that not only passes the review but also supports your business goals.
The contractors who do that are the ones who keep growing, year after year, without the
disruption of a failed audit.


