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In doing so, we have identified 12 purchasing system essentials that every company must consider
as they assess their system and prepare for their next CPSR. This theme is a common thread
throughout the CPSR, but everything starts with the purchasing policies and procedures. Not only
do you have to comply with the FAR, DFARS, public laws and the expectations of the DCMA CPSR
Policies and Procedures Checklist and Guidebook, but you also must make sure you actually do what
you say you do. Based on our experience, a lot easier said than done. A systemic lack of competition,
which can be a CPSR finding, only raises red flags and increases the CPSR Team’s scrutiny,
potentially exposing you to a variety of consequential findings in a CPSR e.g. insufficient file
documentation, inadequate source justifications, price analyses and negotiation memoranda, and
TruthInNegotiations Act and Cost Accounting Standards noncompliance. Increase your company’s
competition metrics by documenting fair and reasonable price based on a competitive price analysis
technique and avoid the risk of those consequential findings mentioned above FAR 15.4031c1, FAR
15.4041b2 and FAR 44.303b. Support your single or sole source justifications with “valid” rationale,
compelling evidence, and reasoning. The classic “directed by the PM or COTR” or emergency
procurements resulting from your company’s failure to advance plan aren’t going to fly. Be cautious
in how you employ and document! comparison to historical prices paid and competitively published
pricelist techniques FAR 15.4041b2ii and iv. Comparing the subcontractor’s proposed price to
historical prices paid by your company for the same or similar service or item provides the CPSR
Team the opportunity to dig into the historical price paid files and poke at the validity of the basis of
comparison. As for pricelist comparisons, be aware of the FAR
8.http://www.ceccardolj.ro/userfiles/colorquest-xe-manual(1).xml
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404d class deviation which has been adopted as a directive to not merely rely on a General
Administration Services Schedule contract published prices as a comparison, but to instead engage
in further, independent price analysis to determine price reasonableness. At a minimum, engage in
and document price negotiations if your initial price analysis does not justifiably demonstrate fair
and reasonable price. Further, in a noncompetitive procurement, the CPSR Team historically
expected you to conduct price negotiations as a means to further buttress the price reasonableness
determination. It also helps if the processes utilized and the documentation generated aligns with
what you say you do in Number 1 above. Develop, document and support your commercial item and
service determinations based on the plain language in the FAR 2.101 Commercial Item definitions.
Merely checking a box in a commercial item determination form followed by a conclusory statement
of commerciality will not pass muster. Also, remain cognizant of the “technical analysis”
expectations with “of a type” and minor modifications to commercial items. Successful purchasing
systems have established internal procurement file compliance reviews, which are typically based on
predetermined risk factors in preandpost award phases. If you can show DCMA you are monitoring
the system effectively, identifying issues and implementing corrective actions, you immediately
establish more credibility with the CPSR Team, while also improving your file documentation and
complying with the DFARS internal review requirement. Train, Train, Train Your Staff. Train the
new hires, the entire department and any other functional areas involved in the purchasing system
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annually. Hold recurrent training when your internal compliance reviews identify any issues. Also,
hold training on changing regulations, laws and Government expectations related to your purchasing
system.http://www.karmatara.org.np/userfiles/colorsplash-camera-manual.xml

When applicable, ensure you are securing time of award debarment disclosures from the
subcontractors. DCMA is accepting several options in documenting this time of award requirement.
The procurement file should be the central repository for all procedural, FAR, DFARS and public law
file documentation requirements. We’ve seen clients unknowingly violate a public law reporting
requirement dozens of times when the failure to report and resultant violations could have been
avoided had the procurement professional simply been required to retain record of the report in the
procurement file. If you can’t identify reliable data and the proper universe of files for your
response, it certainly doesn’t instill much confidence in the Government’s ability to rely on your
system and increases their sensitivity during the review. To the extent possible, make sure your
systems is configured appropriately and robust enough to track, segregate and report the data
required e.g. award value, current value, contract and subcontract type, etc. in the CPSR Data Call.
Otherwise, you should expect to undertake a painful manual review and sorting of data generated
within the CPSR Team’s aggressive response timeframe. About Capital Edge Consulting Capital
Edge government contract consultants support Government Contractors and Federal Grant
Recipients. Our consultants specialize in the regulatory compliance matters you need. All Rights
Reserved 828 Marketing and Web Design Sitemap Scroll to Top. Please upgrade your browser or
activate Google Chrome Frame to improve your experience. Per these rules, the Department of
Defense “DoD” will conduct audits or reviews of adequacy of these systems and if significant system
deficiencies are identified and not corrected, DoD may withhold a percentage of payment. The rules
apply to Cost Accounting Standards “CAS”covered contracts only. The six systems are The
remaining three are reviewed not audited by the Defense Contract Management Agency “DCMA”.

Per 252.242.7005d2, it is the sole purview of the contracting officer “CO” to determine system
adequacy. However, DCMA will also perform them at the request of contractors who request them
for various reasons. First and foremost is a contract requirement. Defense Federal Acquisition
Regulation Supplement “DFARS”252.242.7005 is typically included in DoD contracts and requires
withhold of payment for business systems with significant deficiencies for all contract types except
fixed price contracts or CLINs. Second, some solicitations award bonus evaluation points for an
approved system e.g., General Services Administration Governmentwide Acquisition Contracts
solicitations. Third, an approved system reduces or eliminates the need for advance notification and
consent requirements found in Federal Acquisition Regulation “FAR” 52.2442 Subcontracts. Finally,
an approved system creates overall credibility with government customers. The government will
reassess every three years if another CPSR is necessary following an initial determination of
adequacy. DCMA estimates that the higher threshold will reduce the number of contractor reviews
by approximately 20 percent, while reducing the value of contract dollars covered by CSPRs by only
2 percent. Grouped by type, the criteria consist of the following The DCMA CPSR “checklist”
contains over 50 items specific policies to be examined with space to indicate presence or absence
and adequacy. DCMA will review purchasing policy and procedures documents, sales data and a list
of all eligible procurement actions awarded during the review period, and a sample of purchase
orders and subcontracts at various award levels identified after start of the review. Building a
compliant system is a long, complex process. It is important to draft written policies and procedures
that address the 24 DFARS criteria and extensive DCMA checklist.

In those policies and procedures, be sure to include processes and evidence demonstrating how your
system operates and identify team responsibilities. Also, maintain evidence of annual procurement
training such that it is readily available upon request. Finally, you must prepare for the effort
associated with supporting a year’s worth of purchasing files, which the government team samples
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and reviews to evaluate compliance with written purchasing policies and procedures. If you have any
questions or would like help with business systems and CPSRs, do not hesitate to contact a member
of Cherry Bekaert’s Government Contractor Services group for assistance. By browsing our site, you
agree to the use of cookies. For additional details, please refer to our privacy policy. Optin. This blog
post will give you a few tips on how to have a successful audit and review of your procurement
systems. Failure to pass a CPSR can result in loss of revenue for a contractor, so it is in the
company’s best interest to prepare in advance for the day a contractor purchasing systems review
notice comes in. In essence, the ACO is determining how efficiently and effectively the contractor
company is using government funds. These report findings are then used to grant, withhold, or
withdraw approval of the purchasing system. Source DCMA CPSR Guidebook; May 29, 2018 For
more information visit our guide on CPSR audit failures. Your company will never be notified that a
CPSR will be happening today or tomorrow. Usually, the ACO will let a company new months in
advance that a CPSR for the previous 12 months will be happening. These include cash discounts,
trade discounts, quantity discounts, etc. CPSRs are not designed to try to punish companies, but
rather to make sure contractors and subcontractors are using government funds in the most efficient
way possible. Don’t let that company be yours. Contact us today and see how we can help you have a
successful CPSR experience.
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Regulations You Should Know. We’ve made big changes to make the eCFR easier to use. Be sure to
leave feedback using the Help button on the bottom right of each page!The Public Inspection page
may alsoWhile every effort has been made to ensure thatUntil the ACFR grants it official status, the
XMLCounts are subject to sampling, reprocessing and revision up or down throughout the day. This
information is not part of the official Federal Register document. These can be usefulOnly official
editions of theUse the PDF linked in the document sidebar for the official electronic format. The ACO
uses this dollar threshold in conjunction with the surveillance criteria cited at FAR 44.302a, i.e.,
contractor past performance, and the volume, complexity, and dollar value of subcontracts, to make
this determination. DCMA performs the preponderance of DoD CPSRs. Competitively awarded
firmfixedprice and competitively awarded fixedprice with economic price adjustment contracts and
sales of commercial items pursuant to part 12 of the FAR are excluded from this requirement. In
2016, the DCMA CPSR Group conducted an analysis to determine if raising the CPSR threshold
would be beneficial. Three respondents submitted public comments in response to the proposed
rule. Otherwise, the contractor can request consent to subcontract in accordance with FAR 52.2442.
Start Printed Page 72248 Consistent with Better Buying Power BBP 3.0, raising the CPSR threshold
is intended reduce the administrative burden on smaller contractors. Smaller contractors are often
exempt from many of the CPSR review elements as a result of the recent increase to the threshold
for obtaining certified cost or pricing data. New entries initial reviews are worked into the existing
schedule.
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In evaluating the acceptability of the contractors purchasing system, the contracting officer, in
consultation with the purchasing system analyst or auditor, determines whether the contractors
purchasing system complies with the system criteria for an acceptable purchasing system as
prescribed in the clause at 252.2447001, Contractor Purchasing System Administration. CPSR
approval can be viewed to lighten the consent to subcontract burden on both the contractor and
contracting officer. If the contracting officer determines that an approved system is not in the best
interests of the Government, then they can choose not to initiate a review and continue with consent
packages and annual contracting officer surveillance. The criteria found at DFARS 252.2447001 can
be used by contracting officers, in addition to those found in FAR 52.2442, when conducting annual
surveillance of a contractor without an approved system when the clause is present in prime
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contracts. The respondent further stated that contractors meeting the threshold for CPSRs will meet
that test, however, those that are no longer required to maintain and receive CPSRs will not. As a
result, the respondent recommends that DoD consider the potential implications for small businesses
and on competition for costreimbursement or certain indefinite delivery indefinite quantity contracts
from the CPSR threshold change when developing contract requirements in the future. Otherwise,
the contractor can request consent to subcontract in accordance with the clause at FAR 52.2442.
This is not a significant regulatory action and, therefore, was not subject to review under section 6b
of E.O. 12866, Regulatory Planning and Review, dated September 30, 1993. This rule is not a major
rule under 5 U.S.C. 804. The threshold will be used in conjunction with other surveillance criteria
cited at Federal Acquisition Regulation FAR 44.

302a, to include contractor past performance and the volume, complexity, and dollar value of
subcontracts.Contractor purchasing systems are eligible for a comprehensive followon review every
three years. Of the 45 entities, it is estimated that 35 of these contractors are large businesses and
10 are small entities. The rule contains information collection requirements. The Office of
Management and Budget OMB has previously cleared the information collection requirements
affected by this rule under OMB Control Number 90000132, Contractors Purchasing System Review,
and 90000149, Subcontract Consent. These two clearances have been consolidated; the updated
clearance reflecting the new DoD CPSR threshold has been cleared by OMB under 90000149,
entitled “Subcontract Consent and Contractors Purchasing System Review” through February 28,
2022. Two reasons The U.S. Government could decide the customer has cause to compare your
Purchasing System to regulations; and, after the company grows, it’s a lot harder to implement new
restrictions and documentation requirements, than had the Purchasing System been compliant from
the start. If the Government establishes that company policies and procedures meet regulatory
requirements, the CPSR compares evidence of compliance in daytoday practices with those policies
and procedures. This is a twostep comparison. What responsibilities must they sacrifice, in order to
give this project the focus it requires DCMA focuses on the company as a whole, not on any one
contract, Procurement Contracting Officer CO or buying command. Primarily, the ACO reviews for
evidence that the System, as a whole is compliant and not overcharging or underdelivering to the
Government, overall. Supporting the Program does not fall within their purview. Failing a CPSR can
have devastating repercussions to a contractor’s ability to retain and obtain Governmentfunded
awards.

Purchasing management continually strives to support programs and be an advocate of team goals.
You want others inside and outside your company to view Purchasing management as an advocate.
Who is the smart selection for leading these cumbersome compliance changes Perhaps an
outsourced consultant is the best choice for the villain. The typical CPSR population, from which a
sample is reviewed, is one year of Orders. This means that documented support for individual Orders
would be available for more than one year before a CPSR. Receipt of notice that the Government
plans to land on your doorstep is too late. Avoid predictable resistance to change, later. Supplement
your internal staff with outsourced guidance from compliant policies and procedures with tested
forms and checklists; a review of historical Order documentation, resulting in a report of inadequate
processes and onetime errors with specific, potential corrections, where possible; plus training for
buyers, requisitioners, and others toward compliance with policies and procedures that retains
efficiency for customer requirements. DFARS has 24 criteria that a contractor must comply with to
have an acceptable purchasing system. Although these requirements are contractually required for
large contractors, we have found that government auditors are using these same criteria to assess
all contractor purchasing systems. This webinar will describe the requirements for compliance with
DFARS 252.2447001 Contractor Purchasing Systems. We will discuss criteria and the consequences
of noncompliance as well as DCMA’s current approach to CPSR’s and common findings. Please click
here see our new session scheduled for 1PM to sign up.



Our consulting expertise and experience is unparalleled in understanding unique challenges of
government contractors, our operating procedures are crafted and monitored to ensure rocksolid
compliance, and our company’s charter and implementing policies are designed to continuously
meet needs of clients while fostering a longterm partnership with each client through proactive
communication with our clients. State boards of accountancy have final authority on the acceptance
of individual courses for CPE credit. Complaints regarding registered sponsors may be addressed to
the National Registry of CPE Sponsors, 150 Fourth Avenue North, Suite 700, Nashville, Tennessee,
372192417. Web site www.nasba.org. Defense and civilian agency contractors need to understand
the risks associated with a potential CPSR including the implications of a disapproved purchasing
system. State boards of accountancy have final authority on the acceptance of individual courses for
CPE credit. Complaints regarding registered sponsors may be submitted to the National Registry of
CPE Sponsors through its website www.learningmarket.org Many of our staff members are former
DCAA and GovCon industry executives. These senior staff members work sidebyside with our staff
and managers that bring significant accounting and software experience along with fresh
perspectives, inspiration and energy to our team. The URL contains a typographical error. A custom
filter or module, such as URLScan, restricts access to the file. Review the browser URL. Create a
tracing rule to track failed requests for this HTTP status code and see which module is calling
SetStatus. For more information about creating a tracing rule for failed requests, click here. Create
the file or directory and try the request again.

To be honest, preparing for and passing a CPSR isn’t that easy, but there are three steps in the
preparation and audit process that if consistently followed will result in a favorable audit and
purchasing system approval that will make the process easier. The steps are system one, existence;
two adequacy; three, compliance. Wrong! The first step for a successful CPSR is written procedures.
From the auditor’s point of view if it isn’t written down then the system doesn’t exist. So, the first
thing is a comprehensive acquisition manual. There is no one way to write the perfect manual. Some
believe it should only cover the solicitation and award processes while others believe it includes
budgeting baselines through acquisition planning, solicitation, award, postaward, closeout and
record retention. In fact it goes beyond this continuum with subjects like make or buy, ethics and
Contract Officer Technical Representative training, and lease vs.There is also no magic formula
organization of the “manual”. Some will want an extensive series of long chapters covering every
imaged detail, while others will want a brief overview of the basics for the auditors reading pleasure
with desktop instructions or training materials that they won’t tell the auditors about for the
acquisition staff. The problem with either approach is they don’t work well if you are only thinking
about the auditor. The long chapters suffer from too much “stuff” to read through for the acquisition
staff. The overview of basics approach suffers from lack of specificity and the auditors will request
and get the backroom desktop anyway. The shortfall is the question “who is the audience” for the
acquisition manual is often overlooked. The answer is the client’s auditors, your acquisition staff,
and your internal project staff served by the acquisition staff, are all different parts of the audience.
You must keep all the audiences in focus when developing a system of policies and procedures.

Adequacy can be broken down into two categories; specific FAR, FAR supplements and other
contractual requirements, and second the depth of explanation of these requirements. The first
category is effectively a gap analysis between what the auditor believes should be in the manual and
what is actually in the manual. The 55 items on DCMA Contractors Policies and Procedures
Checklist, better known as CPSR Appendix B, the 24 system criteria in DEFARS 252.2447001,
Contract Purchasing System Administration, and the 17 review items in FAR 44.2022,
Considerations, are a great place to start. While these three sources overlap they often bring a
different frame of reference to the same question. Also, any specific requirements in the your
government contracts can add to the list. For example, the FAR requirement to check debarred
suspended status before award of subcontracts. The FAR requires immediately prior to award the



Contracting Officer review SAM Exclusions to ensure that no award is made to listed contractors,
See FAR 9.405 c; however, the is no definition of “immediately”. This has been interpreted from a
few days to minutes before the subcontract is signed. The answer depends on which agency is
performing the CPSR audit. While many believe DCMA is the only agency that can perform a CPSR
audit, the reality is DCMA is limited to those contractors under DOD cognizance. Other agencies
such as NASA and DOE are responsible for contractor procurement systems under their cognizance.
It makes it sound like the audit is all about the files. The reality is that it’s about all three parts step
one, an established and documented system; step two, the system adequately addresses government
requirements in sufficient detail; and step three, the acquisition files contain adequate proof that the
acquisition staff is compliant with system requirements.

If the acquisition staff followed their manual but didn’t, in the opinion of the auditor, adequately
document it, then the file is noncompliant. If the same noncompliant condition is found in other files,
then a significant deficiency has been identified. Not only can a significant deficiency preclude a
recommendation for system approval under FAR 44.3, Contractors’ Purchasing Systems Reviews, it
can also result in withholding of payments under DFARS 252.2447001, Contractor Purchasing
System Administration and DFARS 252.2427005, Contractor Business Systems. Step one, a sound
well developed system of policies and practices. Step two, a comprehensive gap analysis of all
requirements that need to be addressed in the policies and procedures. And, step 3, a welltrained
acquisition workforce knowledgeable of the policies and procedures who consistently comply with
policies and procedures AND document their compliance. Now that’s a good outcome. Update my
browser now to experience this site. Procurement solicitations from North Carolina state agencies,
community colleges, universities, institutions, public school systems and some local government are
available online through the Interactive Purchasing System IPS. Registration through the North
Carolina electronic Vendor Portal the vendor portion of IPS is required to receive email notification
of bidding opportunities. NC EProcurement is the State’s online procurement system used by North
Carolina state agencies, community colleges, universities, institutions, public school systems, some
local government and charter schools. The system provides an innovative, costsaving and efficient
method of purchasing and offers suppliers with additional marketing efforts. Additionally, NC
EProcurement system offers visibility into statewide procurement, allowing the State to negotiate
better term contract savings.

The Division also provides training and technical assistance to procurement professionals and
vendors, and compliance reviews. If you wish to download it, please recommend it to your friends in
any social system. Share buttons are a little bit lower. Thank you! Please wait. The Selection of
CPSR Team Leads based on geographic placement led to longstanding relationships between DCMA
and Contractors. Generally 12 person CPSR Teams performed onsite reviews for 12 weeks
depending on contractor size with final reports within 30 days after conclusion of review. 7592% of
Contractors failed their CPSR if reviews were not completed within 5 years from last review. SEP
2012 Aggression Mandate rescinded. JAN 2014 Day of Award Certifications Implemented MAY 2014
DFARS Enacted; 192021 modified How DCMA sends Risk Assessment Letter; Results put the
contractor “in the queue” Contractor is selected for CPSR. Date is set and Notice is sent to
Contractor 60 days before review begins, Team Lead will send CPSR Questionnaire with request for
production of documents including YOUR MANUAL. Prior to commencement, DCMA will “check in”
with other agency reps Property, SB, etc. to get their impressions of contractor including weak
points to look for. Review will take 2 weeks with 23 analysts. CPSR Team will review files while
onsite.Contractor will have 30 days to respond to Report. Corrective Actions should not be proposed
during this phase. What does that mean. If significant deficiencies remain, 5% withhold will be
recommended. Contractor has 45 days to propose CAP. Acceptance of CAP reduces withhold to 2%.
System may be approved during followup CPSR. How long can a CPSR status remain Approved
without CPSR. Approval with Negotiated Deficiencies. If deficiencies remain but ACO approves



system, followup CPSR and potential quarterly reporting may be implemented. Reduction to
Unassessed. Contractors may be able to negotiate a “do over” on CPSR depending on outcome of
review.

When is this available 2% Withhold with Reporting and FollowUp Review 5% Withhold with
Reporting and FollowUp Review The Procurement Department must maintain Sole Authority to Bind
the Company to Performance within the Supply Chain. Operations May Not Impinge Procurement
Authority in an Approved Purchasing System. Evidence of Operational Impingement “Usurpation” of
Procurement Authority May Preclude Purchasing System Approval. Why What counts as “evidence”
You did market research, right. Generally available commercial items. Does the OEM have resellers.
Impact to Counterfeit Parts compliance. How do we document Lack of either creates additional
findings when competition not present. Contractors are charged with following the workflow set
forth in FAR b2 when selecting a price analysis technique. What does that mean The lower down the
list, the higher the documentation requirements. DCMA expects a certain level of negotiation
attempted on noncompetitive procurement activities. How do you document What if no CID in file.
What are the key inquiries when evaluating commerciality. Who was it made for. What was it made
to do. Is there an inventory for order COTS. What is a minor modification Why are KOs phasing out
this costsaving approach. DCMA knows during a CPSR if management supports purchasing system
compliance; the files don’t lie.Now what DCMA is here to help you. Sandee Murray, Administrative
Contracting Officer. To use this website, you must agree to our Privacy Policy, including cookie
policy. It includes but is not limited to purchase orders, and changes and modifications to purchase
orders. The contracting officer may require consent to subcontract if the contracting officer has
determined that an individual consent action is required to protect the Government adequately
because of the subcontract type, complexity, or value, or because the subcontract needs special
surveillance.


