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The Importance of 
Government Compliant 

Procurement System 
Public money ought to be touched with the most 

scrupulous conscientiousness of honor. It is not the 

product of riches only, but of the hard earnings of 

labor and poverty.  

 
Thomas Paine February 1792  

3 SCS  Government Contracting 10.25.16  



What is Government 
Approved Purchasing 

System  
ÅA Purchasing System  

o Includes all the activities required by FAR Subpart 44 that 
relate to a Prime Contractorõs purchasing of goods and 

services.  

ÅApproved  

o òPassedó a Contractor Purchasing System Review (CPSR) 

done by a federal regulatory agency  

o Usually Defense Contract Management Agency (DCMA ) 

o DOE and NASA have review/approval programs  
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Approved Purchasing  
System Eligibility  

FAR 44.3 -Contractorõs sales to Government are 

expected to >$25M during next 12 months, 

excluding:  

o Competitively awarded fixed price contracts   

o Sales of FAR Part 12 commercial items  

ÅThe ACO determines a CPSR is needed based on 

past performance, subcontracting volume, 

complexity, and dollar value  

ÅFirst step in getting ACO to request a review  
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Approved System 
Benefits  

ÅTo the Government  

o  Confidence in subcontracting  methods  

o Adequate cost control  

o  Effective management of supply chain  

o Contract/Regulatory compliance  

ÅTo the Contractor  

o Reduced government transactional oversight  

o Limited notification or consent requirements  

o Reduced cycle -time  

o Increased contract opportunities in future 
evaluated procurements  
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Reduced Transactional 
Oversight  

ÅFAR 44.201-1 ð Consent to Subcontracts 

requirements. - (a) If the contractor has an 

approved purchasing system, consent is required 

for subcontracts specifically identified by the 

contracting officer in the contract .  

Å If the contractor does not have an approved 

system, and the prime is a òcost-typeó contract or 

FFP with unpriced options, contracting officer 

approval of subcontracts is required  

o FFP over SAT ($150K), 5 percent of the total estimated cost 

of the contract  

o All òcost-typeó subcontracts (T&M, LH, CR) 
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Approved System 
Subcontract Consent 

ÅUnder Part 44.201 -1 (a)  

ÅACO/CO will provide a list of subcontracts types 

that will require consent (and advance notice)  

o Required to adequately protect the government  for certain 

subcontracts  

o Based type, complexity, or value, or because the 

subcontract needs special surveillance  

ÅLabor laws ð Davis/Bacon, Service Contract Act  

ÅBuy American Act(s)  

o Can change approvals requirements based on latest 

CPSR,ACO/CO review of consent request documentation, 

or other reviews  
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The Process Begins 
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Å The ACO/CO may provide 
notice requiring the 

submittal of a system for 

review - as here  

Å The contractor may request 
permission to submit a 

system for review if the 

contractor is eligible  

Å The decision is based on the 
benefit to the government  

Å The approval  process is 

costly and time consuming 

for the government as well 
as the contactor  

 



 
FAR 44.303 ɬ Specific 
Attributes Needed  

Å The degree of price competition  

Å Pricing policies and techniques,  including methods of 

obtaining accurate, complete and current cost or pricing data  

Å Methods of evaluating subcontractor responsibility , including 

the use of the Excluded Parties List System (see FAR 9.404)  

Å Treatment accorded affiliates and other concerns having 

close working arrangements with the contractor  

Å Policies and procedures pertaining to small business concerns  

Å Planning , award, and post -award management   

Å Compliance with Cost Accounting Standards in awarding 

subcontracts  

Å Management control systems, including internal audit 
procedures, progress payments to subcontractors, etc.  

10 SCS  Government Contracting 10.25.16  



What is the Purpose of a 
CPSR 

 

ÅProvide confidence requirements of FAR Part 44 are 

addressed  

ÅEvaluate efficiency and effectiveness with which 

Contractor spends government funds  

ÅAssure compliance with government laws and 

policies  

ÅProvide a basis for approving (or not approving) 

Contractorõs purchasing system 
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CPSR  Process 
ÅThe overall purpose is to do an assessment of the 
purchasing systemõs financial , quality  and delivery  
exposure posed by contractor operations  

ÅProcess risks  
o Adequacy of contractorõs processes  

o Adherence to those processes  

o Compliance with prime contract  

o Compliance with applicable laws  

ÅBusiness risks  
o Adequate price competition  

o Cost reasonableness/analysis  

o Financial risks in procurement  
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CPRS More Specifics 
ÅDFAR 252.244-7001 - Contractor Purchasing System 

Administration, has 24 system criteria that must be 

present in all contractor purchasing systems in order 

for a purchasing system to be òacceptableó 

ÅDCMA CPSR òchecklistó contains 55 items to be 

examined  

Å Insight into the DCMA CPSR process ð DCMA 

CONTRACTOR PURCHASING SYSTEM REVIEW 

GUIDEBOOK  
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CPSR Risk Assessment 
ÅFor contractors without an Approved System (no 

previous CPSR reviews)  
o Government contract mix: cost -type, firm fixed -price, etc  

o Direct material and material overhead as a percentage of 
total sales  

o Sales to the Government as a percent of the contractors 
total sales  

o DCAA audit reports  

o ACO/CO input  

ÅPerformance issues  

ÅProperty control system  

ÅEducation, training, experience of purchasing staff  

ÅContractor's self assessment and internal auditing efforts  
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CPSR Compliant 
Procurement System 

 

Å Key Indicators of an adequate system  
o Maximizing competition  

o Justified single/sole source  

o Obtaining cost or pricing data  

o Effective cost and price analyses  

o Negotiation effectiveness  

o Providing ACO sufficient information when consent is required  

o Maximizing subcontractor performance  

o Maintaining satisfactory SB program  

o Monitoring subcontractor compliance with other contract 
terms (cost accounting standards, labor laws, other flowdown 
clauses  

o Self-Assessment and Oversight  
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Procurement System 
Specifics  

ÅRequisition  
o Authority to initiate  

o Required information for procurement  

o Approval  

ÅFinancial  

ÅES&H 

ÅQuality  

ÅEtc 

ÅPlanning  
o Market research  

o Approved vendors  

o Source selection cycle time  

o Source selection team  
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