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Introduction 
 
When I started CPSR Help and Hints eight years ago, my intent was to provide posts from the “front 
lines” of the CPSR process to help all of those in the industry who are well past the “What is a CPSR?” 
phase and are concerned with the actual articulation of a working purchasing system. But, you know 
… a purchasing system that works in a logical orderly fashion with predictable output and efficient 
movement through an established workflow. 
 
The weird thing is how difficult it is to convince some people in this industry that spending hours on 
one document, working 80 hours a week to keep your head above water, and fighting tooth and nail 
with Operations as a Procurement Professional is … the absolute wrong way to go. 
 
But why? Why do people in this industry refuse to do things the easy way and insist on deferring to 
archaic and overly (needlessly) complex processes that frustrate all who encounter them? 
 
What I’ve found, through the use of extensive Jane Goodall-type research methods and copious note 
taking, is that there is a disease in the defense industry that afflicts thousands which I call CCS, or 
“Complicated Compliance Syndrome.” Symptoms of CCS include: 
 

• Use of long narrative-based forms 
• Implementation of convoluted processes that consistently result in unpredictable output 
• Slavish devotion and deference to every utterance made by the Government during a review 
• Procurement Manuals so voluminous they can and should double as door stops 
• Rejection of any process or practice that seems logical and easy to perform as  

“inadequate” or “not the [Name of Contractor] way of doing things!”  
• Constant pursuit of the “perfect purchasing system” that can never be questioned on any 

level by government auditors 
 
For many, CCS is a lifelong affliction for which there is no cure. These poor souls trudge through life, 
hoarding bulky confusing documentation while cuddling with a dog-eared copy of the FAR when life 
is cold and brutal, worshiping at the altar of Government Inefficiency and Waste as they hang with 
baited breath on every syllable uttered by Whoever-The-Hell-The-CPSR-Director-Is-Now at the latest 
“We’re the Government and We Know Better Than You – And Now We’re Disrupting!” event. 
 
From experience I can tell you – if you’re deferring to the Government for guidance on how to 
effectively run a purchasing system, you are literally barking up the wrong tree. 
 
Forget that no government auditor has any experience working as a contractor. Forget the fact that 
DAU doesn’t offer any classes - ever - regarding Contractor responsibilities under FAR Part 52. Forget 
that many government auditors and analysts don’t even have relevant GOVERNMENT experience 
that supports what they do. 
 
Forget all of that and think of it this way:  in 2015 a study that the Pentagon itself commissioned 
found that the Department of Defense mismanaged $125B in five years, literally wasting $125B with 
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nothing to show for it. It wasn’t stolen. It wasn’t misappropriated. It wasn’t lost. $125,000,000,000 of 
taxpayer money just … evaporated. 
 
But don’t take my word for it:  https://www.washingtonpost.com/investigations/pentagon-buries-
evidence-of-125-billion-in-bureaucratic-waste/2016/12/05/e0668c76-9af6-11e6-a0ed-
ab0774c1eaa5_story.html  
 
These are the people you want giving you advice about running a cost-effective purchasing system? 
 
CPSR Help and Hints was started as a cure for Complicated Compliance Syndrome – practical options 
for purchasing system compliance that fulfill the regs while protecting the contractor from 
predictable supply chain (and government audit) risk during performance.  
 
CPSR Help and Hints is for people who know the Government analyst looking at your files is far from 
the last word in your purchasing system status. It’s for people who suspect their ACO is kind of full of 
s--- but they need the arguments and approaches to back up their talking points.  
 
Most importantly, CPSR Help and Hints is for the procurement professional that knows that when 
you’re taking a Pass / Fail test, a C is much better – for you and your organization - than an A+. 
 
Some points on the Guide itself: 
 

• All guidance provided has been tested during literally dozens of CPSRs. I’ve personally 
supported (acting as the POC for DCMA or the SME behind the scenes for a client) close to 90 
CPSRs to date (February 2020) and have had ample opportunity to take these approaches 
from drawing board to Final Determination. If it’s here, it’s worked on at least one review. 
Probably a lot more.  
 

• Some of the guidance in this guide is a bit dated – those posts are marked as (HISTORICAL), 
which means that some or all of the guidance has been superseded by subsequent reviews. 

 
• This guide is not meant as the end-all-be-all of CPSR compliance. Not all topics are covered, 

and those that are covered are not covered exhaustively.  
 

• “CPSR Help and Hints” publications will be moving permanently to https://fscmo.com/news-
and-events. We’ve had a good run on social media (and will keep the sites up for a bit) but 
anyone using this guide is cordially invited to join the Federal Supply Chain Management 
Organization. After all … it’s free!  

 
Thank you for supporting CPSR Help and Hints and using this as a reference guide. If you have any 
questions just let me know! 
 
 
Mark Hijar 
Curator, CPSR Help and Hints (LinkedIn & Facebook) 
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Policy and Procedure Manual 
What policies DCMA says you need in your purchasing manual for your next CPSR: 
Here are the policies required per the DCMA CPSR P&P Matrix. You might not be asked for all of 
these policies (DCMA is notoriously bad about version control) but this list should provide the format 
and required structure for your manual: 

D1 Policy and Procedure Manual (DFARS 252.244-7001(c)(1), (17), (19), (22), 
and (24)) 

D2.1 Truthful Cost or Pricing Data (TINA) 
(Public Law 87-653, FAR 15.403, FAR 52.215-
12, DFARS 252.244-7001(c)(10), (16), and 
(22)) 

D2.2 Cost Analysis FAR 15.404-1(c)(2) 

D2.3 Split Awards No specific FAR site, but should be considered 
within policy manual 

D3 Cost Accounting Standards (CAS) (Public Law 100-679, 48 CFR 99, FAR 52.230, 
DFARS 252.244-7001(c)(2) and (19)) 

D4 Prior Consent and Advance Notification (10 U.S.C. 2306(e), FAR 44.201, FAR 52.244-
2, DFARS 252.244-7001(c)(1)) 

D5 Small Business Subcontracting Plans (Public Law 95-507, FAR 52.219-9(d)(9), 
DFARS 252.244-7001(c)(2) and (19)) 

D6 Subcontracting with Contractors Debarred, 
Suspended, or Proposed for Debarment (FAR 52.209-6, DFARS 252.244-7001(c)(7)) 

D7 Limitation on Use of Appropriated Funds to 
Influence Certain Federal Contracting 

(Public Law 101-121, FAR 52.203-12, DFARS 
252.244-7001(c)(2) and (19)) 

D8 Defense Priorities and Allocation System 
(DPAS) Rating 

(15 CFR 700, FAR 11.600, DFARS 252.244-
7001(c)(1)) 

D9 Federal Funding Accounting and 
Transparency Act (FFATA) of 2006 

(Public Law 109-282, FAR 52.204-10, DFARS 
252.244-7001(c)(2) and (19)) 

D10 Counterfeit Parts Mitigation and 
Surveillance 

(DFARS 252.244-7001(c)(19) and (21), 
DFARS 252.246-7007, DFARS 252.246-7008, 
DFARS 252.211-7003) 

D11 Price Analysis (FAR 15.404, DFARS 252.244-7001(c)(8), (9), 
(10), (16), and (22)) 

D12.1 Competition in Subcontracting (DFARS 252.244-7001(c)(7), (8), and (21)) 
D12.2 Sole Source Selection Justification (DFARS 252.244-7001(c)(4), (5), (9), and (10)) 

D12.3 Best Value (FAR 15.101, DFARS 252.244-7001(c)(8) and 
(20)) 

D13 Negotiations (FAR 15.406-3, DFARS 252.244-7001(c)(11) 
and (12)) 

D14 Make-or-Buy Program (FAR 15.407-2, DFARS 252.244-7001(c)(6)) 



12 | P a g e  
 

D15 Limitations on Pass-through Charges (FAR 52.215-22, FAR 52.215-23, DFARS 
252.244-7001(c)(24)) 

D16 Documentation (DFARS 252.244-7001(c)(4), (5), and (15)) 

D17 Training (41 U.S.C. 87, DFARS 252.244-7001(c)(17) 
and (18)) 

D18 Internal Review/Self-Audit (DFARS 252.244-7001(c)(17) and (18)) 

D19 Mandatory FAR/DFARS Flow Down 
Requirements/Terms and Conditions (DFARS 252.244-7001(c)(2), (16), and (19)) 

D20.1 Purchase Requisition Process (DFARS 252.244-7001(c)(4)) 

D20.2 Buyer Lead-Time No specific FAR site, but should be considered 
within policy manual 

D21 Commercial Item Determination 
(FAR 2.101, FAR Part 10, DFARS 244.303, 
DFARS 244.402(a), DFARS 252.244-7000, 
DFARS 252.244-7001(c)(5)) 

D22 Subcontract Types and Letter Subcontracts (DFARS 252.244-7001(c)(13) and (23)) 

D23 Procurement Authority (DFARS 252.244-7001(c)(3)and (20)) 
D24.1 Supply Chain Management Process (DFARS 252.244-7001(c)(12), (14), and (20)) 
D24.2 Vendor Rating System (DFARS 252.244-7001(c)(20) and (21)) 

D25 Buy American and Berry Ammendment 

41 U.S.C. 8301-8305, Executive Order 13788, 
FAR 52.225-1, FAR 52.225-2, FAR 52.225-3, 
FAR 52.225-4, DFARS 252.225-7000, DFARS 
252.225-7001  

D26 Restrictions on the Acquisition of Specialty 
Metals/Articles containing Specialty Metals 

(10 U.S.C. Sect 2533a, DFARS 252.244-
7001(c)(19), DFARS 252.225-7008, DFARS 
252.225-7009) 

D27 Subcontractor/Vendor Closeout Process (FAR 4.804, DFARS 252.244-7001(c)(4)) 
D28 Long Term Purchasing Arrangements (DFARS 252.244-7001(c)(23)) 
D29 Request for Quote / Proposal (DFARS 252.244-7001(c)(4)) 

D30 Handling Change Orders and Modifications (DFARS 252.244-7001(c)(15)) 

D31 Safeguarding Covered Defense Information 
and Cyber Incident Reporting DFARS 252.204-7012 

D32 Intra/Inter-Company, Affiliate, or Subsidiary 
Transactions 

(FAR 31.205-26(e), FAR 44.303(e), DFARS 
252.244-7001(c)(5)) 

 
Purchasing Manual Tips 
A few tips for scrubbing your manual before a review: 
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* The 2008 DCMA Guidebook manual checklist is a few policies short. Make sure you have policies 
for Berry Amendment and Specialty Metals, Buy American Act, Counterfeit Parts, Executive 
Compensation Reporting and Excessive Contractor Pass-Through as well. 
 
* Your manual should have ALL the policies in it, not just the ones that apply to your day-to-day 
activities. DCMA's mantra on manuals is "You're only a contract win away from compliance." That 
means small businesses should have policies on CAS and small business subcontracting plan 
compliance, everyone needs Counterfeit Parts, etc. 
 
* Define "sole" and "single" source in your policy on noncompetitive procurements. DCMA wants it, 
just give it to them! 
 
* Make sure your policies don't paint your organization into untenable compliance corners. Big issue 
here - out-of-the-box policies on TINA compliance (especially if written by an accounting firm) that 
clearly and confidently state that you perform cost analysis whenever required by the FAR. Do your 
files document your compliance with this statement? 
 
* Organization of the manual is not dictated, but there aren't that many options. Chronological 
(policies set in order of application within a procurement activity), Alphabetical and DCMA Checklist 
are the most logical ones. 
 
* Make sure Work Instructions (the "how to" directions for completing procurement forms) and 
other excludable documentation (non-procurement policies, etc.) are removed from your manual 
before it is provided to DCMA. If you give it to them they WILL read it, so follow general audit rules - 
only give them what they ask for, nothing more. 

The Two Reason Why You Should Update Your Thresholds Immediately Upon Statutory 
Update (NDAA 2018 & 2019 Increases) 
Two BIG reasons your manual should reflect the latest public law thresholds: 

1. The FAR cannot materially differ from the laws it interprets; this is a standing rule of regulatory 
interpretation. As a result, if the regulation does differ, you ignore it and follow the law. This is 
the Order of Precedence of legal authority (and from what the "Order of Precedence" clauses in 
your subcontract templates are derived). 
 

2. The Christian Doctrine states that the express intent of Congress cannot be frustrated by those 
enforcing that intent via administrative error or decisions made outside the scope of their 
authority (e.g. deleting a clause required by statute from a contract). It was the express intent of 
Congress in the 2018 NDAA that the thresholds for micro purchase, simplified acquisitions, and 
TINA/CAS (along with the companion increase in the DPAS threshold) took effect 180 days after 
the law went into effect. That day was July 1, 2018. If the FAR Council wants to drag their feet, 
that only effects the memorialization of the change in the regs, not the date they go into effect 
via the law. 
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Doesn't matter how you get there - rule of regulatory interpretation or Christian Doctrine - the 
important thing is that you get moving to make procurements easier to document within your 
system immediately. 
 
Latest thresholds (Jan 2020): 
Micro-Purchase:  $10,000.00 
Executive Compensation: $30,000.00 
Debarment:   $35,000.00 
DPAS:    $125,000.00 
Simplified Acquisition:  $250,000.00 
SBSP / SF2139:   $700,000.00 
TINA/CAS:   $2,000,000.00 
 
Managing "Grey Areas" Part I 
Purchasing Manual. Your Procurement Policies and Procedures define your purchasing system 
performance. Do yours make you do things you really don't have to do? 

One of the easiest mistakes to make when preparing for a CPSR is the implementation of "best 
practice" policies that are much stricter that FAR requirements (do your policies require you to 
obtain Reps and Certs rather than ORCA? Do your policies require source justifications for 
commercial item procurements under $250K?). 
 
An essential component of CPSR preparation includes "truing up" your policies and procedures to 
what your system compliantly does (COMPLIANTLY DOES. So no, re-writing your policies to prohibit 
price analysis doesn't mean you don't have to do price analysis). Here are some "grey" requirements 
to review in your purchasing manual: 
 
AN&C - Does your policy require AN&C even when the subcontractor name is included in the SOW or 
52.244-2 Alt. 1? Does your policy permit the use of GSA Authorization Letters to meet consent 
requirements? 
 
Competition - Does your policy require technical competition? Why? How do you document 
competition? If your policy says Competition equals an award after evaluation of two or more 
proposals, then your policy is WRONG! 
 
Negotiations - Make sure that "negotiation" does not only equal "getting a lower price." Adjustment 
of the initial basis of comparison based on negotiations is also permitted by the FAR. 
 
Tech Evals - are they required when they aren't needed? 
 
Also check your non-public law document thresholds (financial responsibility, vendor ratings, etc.) 
and make sure they are reasonable to both the government and your procurement organization. 
Requiring D&B Reports to determine financial responsibility for procurements with a total 
anticipated ceiling value less than $1M, for example, may not be cost effective for your company and 
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is likely unnecessary to pass that facet of CPSR Review. 
 
Bottom line - this stuff isn't easy, so don't let your policies make it harder! 

(2017) Policy and Procedure Updates 
Some P&P trends we're seeing in 2017 CPSRs:   
 
Commercial Items: Your policy should conform to DFARS 244.402, which requires inclusion of the types of 
market research required when determining commerciality (see FAR 10.003). Also, your policy should 
mention the interactivity between Procurement (including when and how management reviews and 
approves CIDs), the Supplier (when they provide Assertions and data), and the Technical lead (re: tech 
evals of minor mods). 
 
Counterfeit Parts: Your policy should address Unique Item Identifier requirements (DFARS 252.211-7003). 
 
TINA: Your TINA policy should have a specific prohibition of splitting awards to avoid TINA applicability. 
 
Long Term Agreements: Your manual should have a policy on how your system handles long term 
agreements, including ID/IQ subcontracts and (if applicable) BPAs. 
 
IWOs: The policy should set out a rough process for handling IWOs, including but not limited to the 
specific circumstances under which fee is applied to affiliate pricing. 
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Truthful Cost or Pricing Data (TINA) 
Compliance with the Truth in Negotiation Act (1): What prime and subcontracts are 
eligible for TINA compliance? 
If the prime contract was awarded with a total ceiling value in excess of $2,000,000.00 and was 
awarded on a noncommercial and/or noncompetitive basis, it is subject to TINA. Even if the prime 
contract was awarded on a noncommercial but competitive basis, if any aspect of the prime contract 
performance is contemplated on a Cost Reimbursable basis, TINA may apply. 

The following types of awards are exempt from TINA regardless of value or flowdown: 

• Awards based on adequate price competition 
• Commercial awards 
• Awards where price is based on law or regulation (e.g. travel) 
• Awards (or mods) whose total transactional value do not exceed the TINA threshold 

The CPSR Team will further exempt subcontracts from TINA compliance if the prime contractor was 
not required to certify their cost and pricing data at the time of prime contract award (e.g. ID/IQ 
prime contracts where only rates were submitted by the prime and TINA was applied at task order 
award where required). Believe it or not, DCMA does not require substantial evidence supporting the 
assertion that TINA was not applied to the contractor at the prime level, but remember all 
statements made to DCMA in writing during a CPSR may as well be certified as they can be held 
against the contractor if those statements are found to be untrue.  

A Certificate of Current Cost or Pricing issue that isn't often discussed - its affect on valid 
price and cost analysis. 
Yesterday I was reading the CPSR report of a client who has a limited scope audit coming up and 
found something I hadn't considered previously. Here's the excerpt, which refers to a file where a 
Certificate of Current Cost or Pricing was not obtained for rates negotiated after bid and prior to 
award: 
 
"When a procurement is over the TINA threshold and requires certified cost or pricing data, any price 
or cost analysis performed must be based on that certified data. Because the prices in this order 
were not established using an analysis of certified cost and pricing data, the cost or price analysis is 
not considered effective." 
 
In other words - if you miss getting a certificate, you can get as many as three additional findings for 
inadequate price analysis, cost analysis and negotiations. 
 
So - get the certificate during the bid process and, if rates are negotiated, get it again before award! 
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Cost Analysis 
Alternative for performing cost analysis 
Get confirmation of government acceptance of costs as allowable via Advance Notice and Consent. 

DCMA has stated during CPSRs that TINA compliance has four main elements: 
 
1. Flow down of the associated FAR clauses, 
2. Obtain the supplier’s cost data;  
3. Analyze the cost data; and 
4. Obtain a “Certificate of Cost or Pricing Data” at the conclusion of negotiations.  
 
It's 2 and 3 that give contractors fits during a CPSR. Recently I've been suggesting an alternative 
solution for documenting government performance of cost analysis (when costs are not made 
available for review during negotiations - which is 99% of the time due to proprietary concerns) via 
notice and consent documentation and wanted to provide details on this approach, with FAR 
support, for your consideration: 
 
FAR 44.203 provides the following guidance: 
 
44.203 Consent limitations. 
(a) The contracting officer’s consent to a subcontract or approval of the contractor’s purchasing 
system does not constitute a determination of the acceptability of the subcontract terms or price, or 
of the allowability of costs, unless the consent or approval specifies otherwise. 
 
So the trick, in my mind, for contractors forced to obtain consent is to make the consent document 
that cost analysis has been performed. Here's how I suggest doing so: 
 
In the negotiation memorandum that 52.244-2(e) requires as part of the notice packet, (e)(1)(vii) 
asks for information regarding: 
 
(D) The extent, if any, to which the Contractor did not rely on the subcontractor’s certified cost or 
pricing data in determining the price objective and in negotiating the final price; 
 
Here, I suggest providing a statement to the following effect: 
 
"Because of concerns related to the competitively sensitive nature of their exposed cost data, 
Subcontractor declined to provide certified cost data to [Contractor] for the purposes of cost 
analysis. [Contractor] respectfully requests that the (Administrative) Contracting Officer coordinate 
any required cost analysis at their discretion and withhold consent to subcontract until any required 
cost analysis has been successfully completed." 
 
The Contractor has now provided official notice to the A/CO that cost analysis may need to be 



18 | P a g e  
 

performed; that the analysis could not be performed and why not; and a respectful request to 
complete of cost analysis prior to consent. If the Contractor receives consent in response to that 
notice without caveat I would argue that sufficient documentation that cost analysis was performed 
has been obtained, and that such documentation meets all applicable FAR requirements. 

You don’t need to do this as a practice, but if your CPSR Team wants you to request “assist audits” if 
cost analysis is required this is a way to accomplish that audit request within an established and 
formal notice process.  

Split Awards 
Quick post but an important one:  
 
If you're prepping for a CPSR please develop a policy on how to handle Split Awards. I've read two 
CPSR Reports issued in the last two weeks and both require a policy on Split Awards (with neither 
client having an issue with split awards during the review). This tells me a requirement is developing 
so here's a chance to get ahead of the curve before your review commences. Missing policies are 
usually treated as a significant finding (they were in these two cases). 
 
Suggestions for policy components: 
 
1. Definition of Split Awards 
2. Definition of what ISN'T a Split Award 
3. How orders will be monitored and issued to avoid threshold compliance issues 
 
I would not suggest a remediation process for split awards if and when they occur. When an official 
remediation process is included in a policy, it can give the reviewer the impression that process was 
necessitated by noncompliance within the system; the solution for such noncompliance being a 
process that waters down the policy with an official workaround. 
 
We'll discuss "workaround processes" like Ratification in a separate post. For now, though, please 
consider: how a process within a policy that permits a Requisitioner to avoid compliance with that 
policy without Government knowledge or consent would be viewed by DCMA; and whether or not 
it's reasonable to expect DCMA to determine that such a workaround process adequately protects 
the Government's best interest.  
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Cost Accounting Standards (CAS) 
Cost Accounting Standards Compliance (Generally)  
Kicks in at $2,000,000.00; Required for All Subcontracts Not Otherwise Excepted; Applies When 
Contractors "Make Up" Their Pricing 

In a nutshell, CAS provides the government with a way to make some sort of sense out of the 
creative arithmetic government contractors use when they price FAR Part 15 proposals. FAR Part 15 
pricing doesn't exist as a constant in real life ... it's at best a flexible kind of conceptual mathematics. 
FAR 15 pricing comes into being when government contractors apply theoretical variables to floating 
numerical data, calculate fee based on a percentage of those imaginary costs and forward to the 
government for award. 
 
If you think I'm being hyperbolic, look at the process of rate variance. If indirect burdening wasn't a 
theoretical process, then why would the government allow rate variance calculations? The 
government isn't in the habit of giving away money post-award, but even COs have to acknowledge 
that, from a mathematical perspective, rates are only reliable within a range. 
 
CAS is the government's attempt to hold large business contractors to some sort of unified theory of 
cost development among the wildly theoretical methods available ... Standards if you will. With CAS, 
at least the government can hold your proposal up against what you've communicated as your 
commitment to standardized calculations and say "Okay ... close enough." 
 
We'll explore how this process leads to compliance and exceptions in future posts. 

Exceptions to CAS Applicability 
If you take into account the reasons for CAS applicability, the exceptions make sense. I say this 
because many industry professionals (including compliance experts) often argue that the FAR "is 
illogical" or impracticable - that the rules seem arbitrary in both development and application. 
 
I argue the flip side - the FAR actually makes a lot of sense as written. Let's take CAS as an example. 
CAS was developed so that the government had a benchmark against which it could analyze 
"imaginary pricing" - both on the high end to make sure it's not getting gouged and the low end to 
make sure the contractor has taken all applicable cost elements into account when developing its 
pricing. The exceptions apply when proposed pricing is either not "made up," the impact of mistakes 
on the government are negligible or when application of CAS on a contractor implicates more 
expense in proposal development and performance than mitigation of risk to the government. 
 
The first exception is commercial item proposals. If the sub is proposing a total commercial item 
solution, CAS does not apply. Why not? Because the pricing has been tested in the open market as 
far as the government is concerned - the pricing is therefore not "made up" for the purposes of 
responding to an RFP and therefore CAS is not necessary. 
 
Second exception - small business subcontractors. This is different that the "monetary exception" 
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(which is up next). Congress decided CAS doesn't apply to small businesses. Why not? It's a mix of 
general reasons for exceptions 2 and 3. Generally small businesses don't bid huge contracts, and the 
costs assumed in CAS compliance usually outweigh the savings to the government that aren't 
otherwise recognized during pre-award audits. 
 
Third exception - monetary. If the offeror did not have at least $50M in government contracts in the 
previous year, they do not have to comply with CAS. I submit this is another case of hybrid reasoning. 
First, the sub hasn't been performing under government contracts and shouldn't be expected to shell 
out money for compliance when it's just entering the market - pre-award audit effectively mitigates 
pricing risk to the government. Second, the contractor is either a large commercial company (in 
which case their price development process is likely based on open market considerations) or a small 
business so reasons for exception previously discussed for those two types of firms would apply. 

CAS Requirements 
(1) CAS Certification; (2) Flowdown of 52.230-1; and (3) CAS Notice within 30 days of award of CAS-
covered subcontract. For Commercial Item Exception, document the determination. 

Couple of quick notes on these documentation requirements: 
 
1. CAS Certification is really only required when a LB subcontractor is claiming a monetary exception. 
Otherwise, if you miss it (or the sub fails to fill out the cert in your Reps and Certs package and your 
SCA misses it prior to award), you can assume it applies to a LB and you know it doesn't apply to a SB. 
 
2. Remember that Advance Notice and CAS Notice are different, and one doesn't substitute for the 
other.  
 
3. Don't assume commerciality when your PO is over $2,000,000.00. CPSR Teams are not adverse to 
finding CAS and TINA violations on commercial item procurements if internal Commercial Item 
Determination are not effectively documented prior to award. 

CAS Compliance Basics and Issues 
Documentation of CAS Compliance really only consists of one document - the CAS Notice sent within 
30 days of award of a covered subcontract. To determine the necessity of a CAS Notice you have two 
supporting documents to review and complete: 
 
Reps and Certs: If the sub is a small business, CAS doesn't apply. If the sub is a large business, check 
their CAS statement and see if they're claiming a monetary exception. Often large commercial 
companies that are new to the government space can claim a monetary exception. 
 
Determination of Commerciality: CAS does not apply to commercial items. If your PO exceeds $2M 
and you're claiming a commercial item exception to CAS, go the extra mile with the determination 
and add some objective evidence to back up the document. If it's a service or a minor modification 
that's in a grey area, write up a narrative. A disagreement with your determination at that level could 
lead to additional findings of the public law variety. 
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Don't mix advance notice and the CAS notice - these are two separate requirements that are 
supposed to occur at different points in the procurement cycle. Using advance notice for double duty 
isn't a "lean" exercise - it's noncompliant with regulatory direction. In other words, don't cut a corner 
that wasn't there in the first place. 
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Advance Notification and Consent 
Advance Notice and Consent - Shortcuts and Package Development Hints 
The recent expansion of the applicability of 52.244-2 to all other-than-FFP subcontracts has sent 
some contractors scrambling to keep up with requirements. Some hints that may help: 
 
Always check for documentary shortcuts. Some COs (NAVSEA and some Army) are amendable to 
including a list of subs that do not require consent in 52.244-2(j). Others will name subcontractors in 
task order awards (SPAWAR). If your customer is easier to deal with - or adverse to superfluous 
paperwork - you may be able to convince them that putting "All Subcontractor Proposals Reviewed 
Prior to Award" in 52.244-2(j) really cuts down on their post-award workload. 
 
Elements of Advance Notice Package: Usually it's (a) a form letter including the elements set forth in 
52.244-2(e)(i)-(vi); (b) A valid price analysis; (c) a Negotiation Memorandum including the elements 
set forth in 52.244-2(e)(vii); and (d) Certificate of Current Cost and Pricing (if required). There may be 
additional requirements included in the prime contract.  
 
Keep the documentation effective but slim - efficient. Your CO has to read whatever you give him or 
her - the shorter your package, the more likely it'll get pulled early in the stack and reviewed. Make 
sure to remove marketing materials and any other superfluous documentation - you don't need to 
sell the subcontractor, you need to sell that the subcontractor isn't a high risk to the government. 

Something odd I just noticed in 44.203. Let's discuss! 
44.203(c) provides the following guidance: 
 
(c) The contracting officer shall, when contracting by negotiation, insert the clause at 52.244-5, Competition in 
Subcontracting, in solicitations and contracts when the contract amount is expected to exceed the simplified 
acquisition threshold, unless— 
(1) A firm-fixed-price contract, awarded on the basis of adequate price competition or whose prices are set by law or 
regulation, is contemplated; or 
(2) A time-and-materials, labor-hour, or architect-engineer contract is contemplated. 
 
Does this mean there is no requirement to document competition amongst subcontractors when a 
labor hour or time and materials prime contract is awarded by the government?  

Actually, yes – that’s exactly what it means? Why? 

Once the Government awards your prime contract with competitively set labor rates, the 
government agrees that submission of those rates at the task order level will be considered a 
competitive submission and any awards made based on them will also be competitive. Competition 
amongst subcontractors at this point only increases the contractor’s effective fee; it does not 
necessarily flow to the government on any level. As a result, the FAR makes competition in these 
situations optional and performed at the discretion of the contractor. 
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Four Quick Reminders - 52.244-2 
1. 52.244-2(i) provides DCMA with the ability to review subcontracts awarded under that prime 
contract during a CPSR. No 52.244-2, no files awarded under that prime contract are subject to 
DCMA oversight during a CPSR. 
 
2. 52.244-2 does NOT flow down to subcontractors because of privity. So any second or lower tier 
subcontracts are exempt from both consent requirements and review during CPSRs. 
 
3. Notice is no longer required when consent is not applicable to the subcontract award [see FAR 
52.244-2(e)(2)]. Update your policies and procedures accordingly. 
 
4. FAR 44.202-1(c) states: "Designation of specific subcontractors during contract negotiations does 
not in itself satisfy the requirements for advance notification or consent pursuant to the clause at 
52.244-2." 
 
So no more stating that naming the subcontractor in the proposal satisfies consent requirements 
upon prime contract award. Because the FAR says it doesn't! 
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Small Business Subcontracting Plans 
Small Business Subcontracting Plan (SBSP) Compliance Tips 
Good Morning! In between posts on Process Improvements I thought I'd put out some fine points on 
SBSP compliance - a public law requirement AND the subject of several recent Executive Orders: 
 
* Subcontracting Plans are not required for commercial item purchases per the FAR. Period! 52.219-
9 is not a commercial item flowdown per 52.244-6. The prime contract may require 1st tier 
subcontractors to submit a plan, but when it does it's a good idea to confirm via Q&A that this is a 
requirement applicable to commercial item vendors. 
 
* 52.219-8 DOES apply to commercial item vendors, so many maintain a corporate level SBSP to 
document compliance with utilization requirements. These plans, if available, can be used to comply 
with prime contract 1st tier SBSP requirements. Application of 52.219-8 also means that Award to 
Other Than Small Business Subcontractor -type forms should still be completed over the simplified 
acquisition threshold in accordance with the FAR. 
 
* An SBSP is not required from a LB receiving an award over $700,000.00 (the threshold for SBSP 
compliance) if the LB has no intent to sub to lower tier subcontractors. If this is the case, the LB 
needs to submit an exception letter (or email) dated before award that certifies that: (a) no lower 
tier subcontracting is expected; and (b) if lower tier subs are utilized, a SBSP will be submitted. 
 
* If the LB is submitting an exception letter, CHECK THEIR PROPOSAL! If they are proposing ODCs 
other than travel, they are likely proposing lower tiered subcontractors. VENDORS ARE SUBS! if they 
are proposing non-travel ODCs from lower tiered vendors, the exception letter will likely be found 
invalid and DCMA could cite the file for public law noncompliance. 
 
* Generally DCMA does not review 1st tier sub SBSPs for compliance with prime contract 
requirements (since that's the contractor's responsibility under the prime and potentially SBA's 
responsibility from an audit perspective) but they may make comments if the plan is WAY off the 
mark [subs with no SB or explanation of non-utilization of SB (complying with 52.219-8 over $250K), 
no "meat" regarding outreach, etc.] and the contractor doesn't engage in discussions with the sub 
prior to acceptance. Make sure SCAs and Buyers give the SBSP a "smell test" at the very least prior to 
award. 
 
* 1st tier SB utilization does not count towards prime contractor SB goals WITH ONE EXCEPTION! If 
the 1st tier sub is sourcing to an ANC at a lower level, the ANC can choose to count some or all of its 
revenue under the effort towards the prime contractor's SBSP goals in coordination with its prime. 
Many contractors skip over this part of 52.219-9, but it's there so use it if you need it! 
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Subcontracting with Contractors Debarred, Suspended, or Proposed for 
Debarment 
(HISTORICAL) EPLS Point 1 
Recent CPSR Teams (2011) have been charged with reviewing contractors against the 3 pull a 
procurement metric set forth in FAR Part 9.4. 

Here's the thing - FAR Part 9.4 doesn't apply to contractors, FAR Part 52 EPLS requirements do. 
Usually during a CPSR DCMA applies other-than-Part-52 requirements to contractors only when a 
companion requirement does not exist in FAR Part 52 to maintain supply chain management 
consistency across the industry (e.g. 15.404-1 price analysis techniques). Here, the CPSR Director has 
unduly extended her mandate by supplanting FAR Part 52 requirements with 9.4 during recent 
CPSRs. 52 requires an EPLS check prior to award - 9.4 requires 3 pulls: once during source selection, 
once prior to evaluation and again prior to award. 
 
I haven't heard of a contractor failing a CPSR because of this finding, and because it's a new review 
metric and DCMA is 9-12 months behind of processing CPSR reports I don't know that it's been 
solidified as an official recommendation in many reports. And the current CPSR Director is on her 
way out (should be by the end of the current GFQ). 
 
That is all to say - I wouldn't suggest stressing if you haven't implemented the 3 pull process yet, or if 
you have and files are missing all but the final pull. Even if it comes out as a finding, you can argue 
straight FAR during your response period and likely get a favorable result. That doesn't happen often, 
so may as well take advantage! 

(HISTORICAL) EPLS Point 2 
Please make sure you're pulling EPLS within 15 days of the award date. If it's later you run a risk of the 
CPSR Team writing the file up for noncompliance with EPLS requirements. 

To caveat - that is a "risk" of a write-up, not a guarantee and hopefully not a significant finding. But 
the CPSR teams do want to see a pull within a reasonable time frame prior to award. Which I don't 
think is particularly unfair. Suspension status (in particular) can change in 24 hours and an EPLS pull is 
probably the easiest public law compliance out there next to timely DPAS acknowledgement on a 
subcontract. 
 
CPSR Teams seem to take EPLS noncompliance as a particular irritant for that reason - the general 
vibe is if you can't spend 15 seconds checking EPLS to document public law compliance, your system 
doesn't make public law compliance a particular priority. 

(HISTORICAL) Last EPLS note 
Be careful when using third party hosted conglomerated compliance tools like Visual Compliance. Great 
tool, but very frowned upon by the current CPSR Director. 

This came up during a CPSR for a BIG contractor (affiliate of a Fortune 100 company with a multi-
billion dollar purchasing system) this year. The contractor used VC to check not only EPLS but also 
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export compliance (to comply with simultaneous export control procedures). The CPSR Team, which 
was led by Ms. Labadini, wrote the contractor up for using Visual Compliance instead of EPLS. 
 
The bases for the write-up boiled down to two major issues: (a) DCMA couldn't verify the reliability 
of a site maintained by a third party commercial entity; and (b) the use of a pay-for-use service 
instead of the free-to-use EPLS site resulted in an unnecessary increase in indirect costs. In other 
words, the contractor was forcing the government to pay for a service that it was already providing 
for free. 
 
I question the strength of these two concerns. I think the first argument actually contradicts the trust 
the FAR puts in commercial items. And what's more reliable in the abstract: a government-
maintained site where the party maintaining it suffers no repercussions if the site crashes (recent 
users of the SAMS site may also question the "reliability" of government-maintained sites) or a site 
maintained by a party who HAS to maintain it or go out of business? Second, third party compliance 
sites offer several functions not provided by EPLS. Other than export compliance, services like VC 
provide push notices when the status of a contractor checked through EPLS changes from "Not 
Excluded" to "Excluded" - that's obviously not a service provided by EPLS. 
 
All that aside, the current regime will likely write a contractor up for using a third party compliance 
site instead of EPLS. Just a caution. My general advice to clients is to avoid fighting these sorts of 
battles whenever possible - just go ahead and use EPLS, or the third party compliance tool and EPLS. 
There's a decent chance your system will have additional findings (at least in this climate) so there 
are better fights to fight than use of a tool like VC instead of EPLS. 

(HISTORICAL) Is EPLS (sam.gov) finally disappearing from CPSRs? 
The DCMA-enforced CPSR requirement that contractors check sam.gov prior to subcontract award 
has always bothered me. Not because it's not a good business practice, but because 
contractor sam.gov checks are not a requirement per FAR Part 52.209-6. Because debarment is a 
public law, a DCMA finding of noncompliance with the (imaginary from a regulatory 
perspective) sam.gov requirement can lead to system failure without additional findings.  
 
So I was very pleasantly surprised (and a bit shocked) to learn recently that this may all be changing. I 
helped with a recent CPSR (ended two weeks ago) where the team suggested that sam.gov checks 
are no longer a CPSR requirement. 
 
According to the team lead, "current guidance from DCMA management" is that contractors should 
be obtaining day-of-award certifications for the following public laws at the following thresholds: 
 
Debarment certification: [$35K] 
DPAS acknowledgement: [$125K] 
Payments to Influence: [$250K] 
 
Day-of-award means just that - the certification has to be incorporated into the award document so 
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that it is active for the life of the order. Incorporation can be accomplished two ways (according to 
the team): (1) on the face of the document; or (2) by incorporating valid Reps and Certs into the 
order by reference. Bottom line here - POs need to be bilaterally executed or cert obtained from the 
sub via email on the day of award. The "email cert" was suggested as an option by the team lead, 
however I would recommend signature to ensure completion from a process perspective. 
 
According to the team lead, and the results of the review, contractors are now required to obtain 
day-of-award certs but are not required to document a sam.gov check at any point during the 
procurement activity. During this review, the contractor files had two (2) day of award debarment 
checks out of a population of 86; the vast majority of files (50+) did not include 
any sam.gov documentation (other than a memo I put together arguing 52.209-6 compliance was 
accomplished via executed cert in contractor Reps and Certs).  
 
The contractor received no significant findings and two (2) minor findings regarding obtaining day-of 
certs and terms and conditions update. The lack of certs was a minor finding because the contractor 
maintained valid Reps & Certs for all awards with a total value exceeding $35K. 

Debarment – Current Practice 
Current CPSR Team policies state that a day of award certification regarding the subcontractor’s 
debarment status must be obtained within 10 days of subcontract award (this “cushion” is not 
provided in the regulation itself).  There are multiple ways to document compliance with this 
requirement: 

• Document procurement of COTS Items (no certification required) 

• Separate certification executed during award 

• Certification stated as term in award when executed 

• Award incorporates previously executed Reps and Certs including the debarment cert by 
reference, award is executed. 

Day of award certifications are not required for task orders or modifications. 

Limitation on Use of Appropriated Funds to Influence Certain Federal 
Contracting 
The second certification required prior to or on the day of award is “Payments to Influence” (FAR 
52.203-11/12), which applies to all procurements exceeding $250,000. While PTA certs can be 
accomplished during the proposal process (per -11), CPSR Teams usually expect to see these certs on 
the day of award, just like debarment. 
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Defense Priorities and Allocation System (DPAS) Rating 
Does DPAS apply to commercial item orders? 
According to the FAR and DCMA ... no.  
 
Per DCMA: "An unrated order is a commercial order or a DoD order that is not ratable." 
(see www.dcma.mil/DPAS/, "Rating System"). In addition, neither FAR 52.212-4, 51.212-5, nor 52.244-6 
allow for the application of 52.211-15 to federal contracts or subcontracts for commercial items.  
 
Are you applying DPAS to commercial item purchase orders? If so, what is the regulatory authority your 
organization cites for such application? 
 
Don't forget about DPAS! 

DPAS Requirements: 

1. Conspicuous inclusion of the rating on the order 

2. Full text flowdown of FAR 52.211-15 

3. Supplier acknowledgement and acceptance of the rated order within: 

a. 10 business days of award of a DX- rated order, or 

b. 15 business days of award of a DO- rated order. 

Acknowledgement < Certification. While Certification requires signature and date, acknowledgement is 
simply a communication delivered in writing (i.e. unsigned email). 
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Federal Funding Accounting and Transparency Act (FFATA) of 2006 
Exceptions to Executive Compensation Reporting 
For this post I wanted to highlight exemptions to Executive Compensation reporting requirements. I 
feel like many contractors treat reporting as an absolute and skip over the exceptions to the 
requirement. Let's take advantage of the breaks! 
 
First, there is a semi-exception to reporting if your CO has failed to upload the prime contract to 
fsrs.gov. I say "semi-exception" because contractors may still have an arguable responsibility to self-
report even if the CO does not complete the upload process. But the CPSR teams I've worked with 
this year have treated a lack of inclusion of the prime contract number on fsrs.gov relieves the 
contractor of reporting responsibility. 
 
Here are the definite exceptions (there are three): 
 
Contractor has less than $25M in annual revenue (total); or 
 
If Contractor annual revenue exceeds $25M, less than 80% was derived from federal funding; or 
 
Awards crossing the $30K threshold to vendor are for supplies under a long term agreement that 
supports multiple contracts [e.g. vendors working under BPAs are exempted from the 52.204-10(a) 
definition of "First tier subcontractor"]. 
 
Big takeaway for me - BPAs are awesome. Long term agreements are fantastic for a multitude of 
reasons (which we'll discuss in a future post) and are, in and of themselves, now a basis for public law 
exemption. 

The Overriding Exception to FFATA Requirements 
You can exempt material procurements (regardless of value) from FFATA requirements by making those 
awards under enterprise-wide long term arrangements. 

FAR 52.204-10 exempts any material procurements made under long-term arrangements that apply to a 
contractor enterprise (e.g. not awarded under or in anticipation of a single prime contract) from the 
definition of "1st tier subcontractor" which means that awards under LTAs are considered exempt from 
ALL FFATA requirements, not just Exec Comp. 

So what is a "long term arrangement?" 

The term "arrangement" is not defined in FAR 2.101. The most visible place "arrangement" is referenced 
is in FAR 9.6, which deals with CTAs. Even in this clause, though, the term arrangement eats itself as the 
clause defines a CTA as "an arrangement between contractors that ..." 

However the inclusion of the term in 9.6 provides very valuable guidance since it shows CTAs are not 
considered "contracts." Since we know that the requirements of a contract do not apply to a valid 
arrangement (i.e. most jurisdictions don't consider TA's contracts), please consider including BOAs 
(corporate agreements for COTS items providing discounts without ceiling or delivery) in your definition 
of "long term arrangement." 
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Counterfeit Parts Mitigation and Surveillance 
The Golden Rule of Counterfeit Parts compliance (DoD and NASA) 
There has been a lot of talk regarding the newly released DoD and NASA regulations and guidelines 
regarding Counterfeit Parts detection, reporting and the resulting processes that meet Counterfeit 
Parts requirements. 
 
First, let's start with what a Counterfeit Parts Detection and Avoidance System (CPDAS) doesn't cover 
before we discuss the requirements. A CPDAS DOES NOT: 
 
* Dictate or override Customer technical requirements; 
* Disqualify vendors from any particular geographic region from proposing items in response to a 
Government solicitation (subject to export laws, Buy American and other applicable regulatory 
restrictions on foreign vendor participation); or 
* Apply to authentic but defective electronic parts (loss due to yield, etc.) 
 
Now let's learn the Golden Rule of DoD CPDAS Compliance: 
 
"Procure Electronic Items from the OEM or OEM Authorized Source (OEM/AS) or the Procurement is 
subject to CPDAS requirements." DFARS 252.246-7007(c)(5) states that procurements of electronic 
parts from OEMs and OEM AS are not subject to the validation requirements of a functioning CPDAS. 
In other words, buy from the source and the chance of counterfeit drops to +/- 0% and documented 
compliance with 252.246-7007(c) system requirements is N/A. 
 
The Golden Rule of NASA CPDAS compliance is a little more ... particular: 
 
"Buy from the OEM/AS or don't buy at all." Many NASA procurement professionals and contractors 
have received this and other counterfeit parts guidelines via official communication under many 
NASA prime contracts. Because their technology goes into space and is attached to things that can 
wildly go BOOM, NASA has taken this zero tolerance approach to electronic parts procurements. 
Buyers working under NASA prime contracts should consider including these guidelines as an 
attachment to any source justification for procurement from an OEM when unauthorized resellers 
potentially offering competitive quotes for the required items are identified during market research. 
 
We'll discuss some practical approaches to the required components of DoD CPDAS in future posts 
on this topic. Please let me know if there are any questions - happy to help! 

Identifying Vendors for Application of Counterfeit Parts Requirements 
DFARS 252.244-7001 and 252.246-7007 create and administer the requirement for contractor 
Counterfeit Parts Detection and Avoidance Systems (CPDAS), with CPDAS elements set out in 
252.246-7007(c). While this section lays out several requirements for a compliant CPDAS, the most 
important (and primary) task is categorizing the vendor from whom you are buying electronic parts. 
Categories depend on the original source of the item being procured, which means that vendors can 
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move between categories on the same order depending on what you are buying and that vendor's 
relationship to the original source of each item. The basic categories are: 
 
OEMs: the original source. They are trustworthy because they have 0 reason to provide counterfeit 
versions of their own part. Items procured from these vendors are not subject to CPDAS 
requirements per 252.246-7007(c)(5). You may procure from these sources under NASA contracts. 
 
OEM Authorized Resellers (OEM ARs): Required by contract with the OEM to stock actual parts and 
they obtain parts directly by the original source. ARs are as close to OEM as you can get without 
buying direct from the OEM (it is not unusual for OEMs to outsource distribution) and are also 
exempt from CPDAS applicability per (c)(5). You may also procure parts from these vendors under 
NASA contracts. 
 
Next up: Manufacturers of obsolescent parts build to OEM spec. When obsolescent parts are 
required for prime contract compliance (e.g. maintenance of end-of-life vehicles and hardware 
systems), those parts should be bought from the OEM or OEM AR. If the part is no longer in 
production your next option is an after-life manufacturer who builds the item to OEM-provided 
specifications. They are, by default, and from a control perspective, your best source for these types 
of parts. These manufacturers are subject to CPDAS requirements, particularly (c)(12). It is unclear if 
procurement from obsolescent part manufacturers is permitted under NASA contracts but an 
argument could be made with the proper documentation. 
 
The last two categories of vendors are definitely subject to CPDAS requirements are presumptively 
excluded from use under NASA contracts: 
 
Unauthorized Distributors: Unauthorized distributors procure items in bulk from manufacturers or 
other distributors then resell to third party customers. Because the vendor is an unauthorized 
reseller: (a) traceability of the items is compromised; and (b) items are not sold with OEM 
commercial warranties. As a result, items procured from unauthorized distributors are subject to 
CPDAS controls and are not authorized vendors under NASA contracts. 
 
Unauthorized Distributors of Obsolete Parts: Obsolete parts are sold without warranties. When 
obsolete parts are sold by an unauthorized distributor, the vendor usually (a) cannot verify part 
performance; and (b) sells “as is” without commercial warranty. As a result, obsolete parts must be 
traced through a CPDAS and cannot be procured under NASA contracts. 
 
The next post will discuss CPDAS requirements and potential approaches for implementation. 

Counterfeit Parts Compliance – Inspection 
Continuing on Counterfeit Electronic Parts Detection and Avoidance System compliance posts: the 
next requirement when buying from other-than-OEMs or OEM ARs is additional inspection of 
electronic parts upon delivery. 
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How is this inspection different than regular delivery inspections? Most regular delivery inspections 
are focused on general condition of items upon delivery (packages damaged, items broken, etc.) and 
confirmation that the delivery itself corresponds with order requirements (e.g. the right parts - and 
the right number of parts - were delivered). 
 
CEPDAS adds an additional level of inspection for brand name parts sold by unauthorized resellers, 
namely - inspection that verifies that the brand name part is actually a brand name part. Counterfeit 
inspection includes some of the already existing elements of a traditional delivery inspection (e.g. the 
part works, the packaging isn't tampered with, etc.) and adds other counterfeit specific checks. 
Examples of these CEP checks include: 
 
* Labels that are not properly affixed to the packaging or item; 
* Missing or altered serial numbers; 
* Obvious defects that are not a product of typical yield (the part doesn't look like the marketing 
materials); and 
* Instructions or packaging that is not in the native language of the OEM (e.g. the manufacturer is 
German but all materials are written in Chinese). 
 
One last wrinkle - many inspection programs work on a random sample basis. Per the implicit 
direction of the DFARS and input from recent CPSR Teams, CEP inspection should apply to ALL brand 
name items delivered by unauthorized resellers. 

Counterfeit Parts Detection and Avoidance Elements – Traceability 
I've created an chronologically correct acronym / mnemonic for the elements of Counterfeit Parts 
Detection and Avoidance System (CPDAS) because we all work with the government and acronyms 
are awesome - ITIER. In the last post we covered the first "I" - Identifying your vendors' relationship 
to the parts being procured. In this post we'll discuss the "T" - Traceability of parts procured from 
vendors subject to CPDAS procedures. 
 
Before this discussion, and to reiterate because it's VERY important, please keep in mind that 
procurements of electronic parts from OEMs and OEM Authorized Resellers (OEM ARs) are NOT 
subject to CPDAS requirements per 252.246-7007(c)(5). This means procurements from OEMs and 
OEM ARs are exempt from all CPDAS requirements including but not limited to traceability. Yay! Now 
on to the discussion! 
 
(c)(4) requires contractors to trace the supply chain of electronic parts procured from "unauthorized" 
vendors (e.g. vendors who aren't OEMs or authorized by OEM to sell items). "Tracing" includes three 
main component tasks and associated documentation: 
 
(1) Certification of delivery authenticity (from the seller or OEM if available); 
 
(2) Documented supply chain trail (names and locations of intermediary suppliers) starting with the 
OEM or an OEM AR and ending with the Seller; and, when required or available; 
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(3) ID tracking at the part level using "batch" identification, serial numbers, etc. When 252.211-7003 
is a required flowdown, sellers will be required to comply with IUID requirements. 
 
When reviewed from a 10,000 ft level, these three tracing requirements provide the end user (the 
Government) with useful visibility into the three potential opportunities for insertion of counterfeit 
parts into the supply chain. Serial numbers / IUID / etc. help track the item to the first shipment 
point; documentation of the chain of possession provides visibility from first ship point to receipt by 
the seller; and the final cert validates the transfer from seller to buyer. 
 
Along with visibility into and validation of the supply chain, traceability also provides contractors with 
an important level of legal distance from potential liability for seller noncompliance with 252.246-
7007. When the supply chain of an unauthorized electronic parts vendor is not validated, 
responsibility for validation of authenticity often falls solely on the buyer (you!). Why? Certification 
moves responsibilities down the chain. Vendor silence regarding item chain of custody may actually 
absolve them of eventual liability for counterfeit if those items are provided on an "as is" basis (LOOK 
FOR THIS TERM if you are buying items under vendor terms). Requiring certification and 
documentation regarding chain of custody both reduces potential inspection requirements and 
allows the buyer to subrogate potential losses due to rejection of items during the inspection and 
performance due to counterfeiting.  
 
In the next post we'll discuss the second "I" in ITIER - Inspection. 

Counterfeit Parts Compliance – Exclusions 
We're four characters into my (completely made-up) acronym for Counterfeit Electronic Parts 
Detection and Avoidance System (CPDAS) compliance – I-TIER. Today we'll talk about the duties of 
(E)xclusion that arise once a counterfeit part (CEP) has been validated (or when a suspect counterfeit 
part cannot be validated). 
 
Once a CEP has been identified, there are two categories of "stuff" that can potentially be excluded 
from your supply chain: 
 
1. The CEP itself; and 
2. The vendor providing the CEP. 
 
First, it should be obvious that a CEP, once identified, should be immediately excluded from the 
supply chain [in the next post we'll discuss when and to whom (R)eporting should be accomplished]. 
The potentially stickier issue is what to do with the vendor who provided the CEP in the first place. 
Our knee jerk reaction is probably "Get rid of them!" And of course that reaction would be a strict 
approach beyond reproach during a review. But …  
 
What if providing of the CEP was administrative error (they went looking for a supplier for the 
component upon your request and simply picked the wrong vendor)? What if the offending vendor 
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usually has a sterling reputation (both in the market and over past performance with your company) 
and is included in multiple efforts across your corporate enterprise? What if the vendor is an 
exclusive team member on another effort being supported by your company and exclusion from the 
corporate supply chain would eliminate them from the team? 
 
While DFARS 252.246-7007(c)(6) requires quarantining of counterfeit and suspect counterfeit parts 
(and prohibits release of counterfeit parts to the reseller or back into the supply chain), no part of 
this clause requires exclusion of the vendor from the contractor supply chain. So I've taken this as an 
opportunity to self-refine these requirements through the application of reason and logic. Doing so 
I've come up with some potential categories to consider when determining whether or not to 
exclude this vendor from your corporate AVL. 
 
Option 1: Exclusion of Part, Submission and Completion of a Corrective Action Plan (CAP) by Trusted 
Supplier. If the vendor has a good track record with your company (a “Trusted Supplier”) and can 
establish that provision of the CEP was an administrative error while providing ongoing remediation 
to prevent further proliferation of CEP, you could consider leaving this vendor in your supply chain 
with CPDAS compliance required for future procurements of this EP (or, better, prohibition on that 
reseller selling that EP on future procurements). 
 
Option 2: Exclusion of Trusted Supplier from Future EP RFQs for that particular Government Effort. If 
during the CEP discussions it becomes clear that vendor participation in future EP RFQs for that 
effort carry enhanced risk of CEP proliferation (e.g. they are picking lower tier supplier last minute to 
fulfill technical requirements that are not within their normal corporate capabilities), consider 
excluding that vendor from that effort's supply chain going forward but keep them in your overall 
supply chain with a CAP. 
 
Option 3: Suspend performance by vendor pending submission and acceptance of CAP. If you don’t 
know much about the vendor, kick them to the curb and make them tell you how they’ll get better. 
Part of this CAP should be a discussion regarding how the vendor will comply with the requirement 
of DFARS 252.246-7007 going forward. 
 
Option 4: Ax them from the supply chain. This is the most reliable option when dealing with CEP 
providers. If they’re an unauthorized reseller that means there’s likely more vendors out there just 
like them. Go with one of them.  
 
Next we’ll discuss (R)eporting requirements. The last post in this series will be my prediction of how 
DCMA may incorporate Counterfeit Electronic Parts as a file review element. 

CPSR Prep - Answering Counterfeit Parts questions during your data call 
DFARS 252.246-7007(c) provides the following: 
 
(10) Process for keeping continually informed of current counterfeiting information and trends, 
including detection and avoidance techniques contained in appropriate industry standards, and using 
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such information and techniques for continuously upgrading internal processes. 
 
(11) Process for screening GIDEP reports and other credible sources of counterfeiting information to 
avoid the purchase or use of counterfeit electronic parts. 
 
This requirement has led to the inclusion of the following question in the final data call request 
received by a client of mine for a CPSR starting next month: 
 
“U.  Does your organization have an affiliation with anti-counterfeit organizations and report on 
being the target of counterfeit parts?  Some recognized industry anti-counterfeiting organizations 
are: 
  
a. International Anti-Counterfeiting Coalition. 
b. US Chamber of Commerce Coalition Against Counterfeiting and Piracy. 
c. Aerospace Industry Association 
d. Government Electronics and Information Technology Association  
e. ERAI, global information services organization that monitors, investigates and reports instances of 
counterfeit parts.” 
 
Here's a quick breakdown of these orgs: 
 
GEITA is at geia.org. This site is under construction 
 
AIA-aerospace.com: VERY Expensive. Unless your company is involved in aerospace efforts or buying 
parts in the aerospace market this may not make sense from a bang-for-your-buck perspective. 
 
US Chamber of Commerce - I've attempted to join this org last week; have not heard back from this 
group yet. 
 
The IACC and ERAI are commercial orgs that require membership fees and dues. 
 
As far as compliance with review of reports requirement, you can sign up for updates and 
newsletters from the US Chamber of Commerce.  
 
GIDEP! This is a FREE organization that is specifically mentioned in DFARS 252.246-7007. It provides 
manuals and handbooks for free and membership does not require dues, only annual utilization 
reports (as defined by the org). 

Quick Hit: Counterfeit Parts Presentations to DCMA 
We're currently in the middle of a CPSR and the team had a new request: 
 
The contractor being reviewed has been asked (on the Friday at the end of the first week of the 
review) to put together 3-5 slides on how they comply with 252.246-7007 (Counterfeit Electronic 
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Parts Detection and Avoidance System Requirements) then present it to the team. 
 
I'll let you know how it goes! 

(HISTORICAL) Quick Hit - Points of Emphasis (and De-Emphasis) in 2014 CPSRs 
One point of cloudy emphasis and one point of definitive de-emphasis during 2014 CPSRs: 
 
BIG point of evidence: Counterfeit Parts compliance. According to the team we just finished working 
with, counterfeit parts is "a point of emphasis coming from above" (read: DoD upper echelons). Be 
ready to provide a comprehensive but not overly restrictive counterfeit parts policy and, if your 
policy is "under review," be prepared to talk about compliance extensively. For a short period :) 
 
One marked point of de-emphasis: Determinations of Accounting System Adequacy. To be honest my 
clients this year are not all great about documenting this aspect of supply chain management. We've 
been prepping to anticipate a windstorm of issue (given the 2010-2012 reaction to soft accounting 
system adequacy determinations during CPSRs); turns out DCMA seems bored with this topic and has 
yet to bring it up in any substantial manner. This is not to say it won't come up - if you maintain a 
small ratio of FFP orders and a big lump of CR types, they may very well dig in and set up shop on this 
issue. But if your CPFF awards are sporadic and under CPFF prime contracts, DCMA seems less 
interested in digging into the details than in previous reviews. 

Counterfeit Parts Compliance - (R)eporting 
The last letter in our Counterfeit Parts Detection and Avoidance System compliance acronym I-TIER is 
"R"eporting. 
 
Reporting has two separate aspects. The first aspect happens prior to sourcing, the second happens 
after a counterfeit electronic part (CEP) is identified within your supply chain. We'll take first things 
first: 
 
Your first Reporting requirement [252.246-7007(c)(11)] is to check the Government Industry Data 
Exchange Program (at GIDEP.org) when sourcing electronic part (EP) requirements to unauthorized 
resellers. Think of it as EPLS for CEP - if your vendor shows up on GIDEP, you are officially put on 
notice that there is danger of CEP delivery with this vendor. This doesn’t mean that you necessarily 
can’t source to them, but it does mean that you have some questions to ask before sourcing to that 
vendor. Personally, I would suggest removing that vendor as a potential source if they’re on GIDEP. If 
you can’t for some reason, this is the place to begin the document trail regarding your inquiries into 
their status on GIDEP – reasons for inclusion, results of their submission of counterfeit parts, 
remedial measures taken since reporting, etc. 
 
Your second Reporting requirement [(c)(6)] comes after a real or suspect CEP is identified. The clause 
states that you are to report CEPs to the CO and GIDEP when any CEP “purchased by the DoD, or 
purchased by a Contractor for delivery to, or on behalf of, the DoD” is discovered. You are also 
supposed to isolate the item (don’t send it back and DON'T deliver if you haven’t already).  
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This seems straightforward but here’s the crease – if the vendor is an otherwise trusted supplier 
(those we discussed in the last post who went out on a limb to get you a requested part and 
accidentally failed) you could have an out from the reporting requirement. Below are two versions of 
terms I suggest considering for use with unauthorized resellers: 
 
Option 1: FOB terms are “FOB Successful Completion of Counterfeit Part Inspection.” In other words, 
the vendor accepts liability for the part until it’s verified as authentic. 
 
Option 2: Warranty includes no cost replacement of counterfeit part without required return of the 
CEP. Both Option 1 & 2 should provide that, instead of return, you provide the inspection results to 
get the replacement then destroy the CEP upon vendor review of and agreement with the report.  
 
What does this accomplish? It potentially allows you to isolate and replace the CEP in a way that 
avoids compulsory reporting. Why? Because if you get a no cost replacement without release of the 
part back into the supply chain, then the CEP was not delivered to, purchased by, or on behalf of DoD 
and reporting, per the clause, is not necessarily required. 
 
This potential “out” on reporting is not an option you are required to offer by any means; you don’t 
have to offer CEP vendors any outs whatsoever. But if you want to keep a trusted vendor in the mix, 
and the vendor has a track record that supports your decision to cut them a small break, then these 
terms would arguably leave a door open for you and the vendor in question. 
 
Our next post in this series will discuss potential ways DCMA could review files for 252.246-7007 
compliance. 

Potential File Review Criteria for Counterfeit Electronic Parts Compliance 
As we've been discussing in this series of posts, Counterfeit Parts compliance is the new hot button 
topic for both contractors providing support under prime contracts where acquisition of EPs is a 
primary component and during CPSRs. As of right now, though, DCMA is not reviewing files for 
Counterfeit Parts compliance.  
 
The question is - could they? And if so, how?  
 
Okay, technically that's two questions, but let's not nitpick! Counterfeit Parts compliance was 
introduced via the NDAA of 2012. That means, dear readers, that DFARS 252.246-7007 is the 
regulatory implementation of an Act of Congress. And you know what that means - noncompliance 
with DFARS 252.246-7007 would be considered a public law violation during a CPSR. And systemic 
public law findings will result in disapproval of your purchasing system and withholds under your CAS 
covered DoD prime contracts. 
 
So - how could DCMA review files for noncompliance? Here's a possibility: 
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CPSR analyst comes across a file from one of the many EP resellers out there - Lyme Computers, 
WWT, Red River, cdw-g etc. etc. The analyst submits a question on the file to the contractor: 
 
"Is this vendor the OEM or an authorized reseller of the OEM of the electronic parts purchased under 
this order?" 
 
If the response is "We don't know" or "Validation of authorized reseller status was not established 
during the procurement" or any other answer that is not "yes" with documentary back-up will lead to 
the next round of questions: 
 
"Please provide documentation tracing the chain of custody of the EP from OEM to vendor" 
"Please provide a print out of the GIDEP report reviewed prior to placement of this order" 
"Please explain the inspection conducted upon delivery to verify the EP ordered is not counterfeit." 
 
Without validation of the vendor's status as the OEM or an OEM AR, failure to produce one or more 
of the documents described in the 3 questions above would be a public law violation. 
 
Oof. 
 
What can you do? Well, several things: 
 
* Go to the OEM website. Most of them (Dell, Cisco, etc.) have a list of authorized resellers. Print it 
out and either include it in the files or keep it in an accessible repository (and mention that 
repository in your P&P); 
 
* Ask the OEM for a list; 
 
* Get a lists of the EPs for which your favored suppliers are authorized resellers; and/or  
 
* Include a question in your RFQ that requires a yes/no - "Are you an authorized reseller of the 
electronic parts being proposed?" Then, if yes, require documentary back-up for the assertion. 
 
Finally, consider developing a source justification for situations where (a) the OEM does not sell the 
part(s); and (b) multiple vendors offer a part(s); but (b) only one vendor is the authorized reseller of 
the part(s). Ditto where the OEM does sell the part but does not maintain an authorized resellers of 
the part. In these situations, and per the requirements of DFARS 252.246-7007, you can make the 
argument that the benefits that could be derived from competition (lower prices, etc.) are overcome 
by the harm that could result from the same competition if an unauthorized reseller is the winner 
(extended documentation requirements prior to order placement / extended inspection 
requirements after delivery). If you're sourcing under a NASA contract, then competition amongst 
unauthorized resellers is precluded as derogating from the "objectives and requirements of the 
prime contract." 
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Price Analysis 
15.404-1(b)(2) is an "if/then" decision tree, not a checklist. 
15.404-1(b)(3) sets up the list of available price analysis techniques by order of preference, which 
means that the most preferred method of price analysis - e.g. highest ranked - applicable to the 
proposal should be used. A "best practice" price analysis documentation technique is to walk the 
reviewer through available price analysis techniques and stop at the highest ranked technique 
available to evaluate the proposed pricing. 
 
If you've had a recent CPSR and the team tore into an ID/IQ team price analysis that used target rates 
as the basis of analysis, this is a big reason why. Competition was sitting right there; incumbents had 
past invoices available for review; and GSA Schedules are a click away. Instead, without narrative 
explanation, the price analysis used an Independent Contractor Estimate - it skipped from 15.404-
1(b)(2)(i) to 15.404-1(b)(2)(v) in clear violation of 15.404-1(b)(3). 
 
An important step to improving enterprise price analyses is correct application of the FAR, which 
means showing how you arrived at the price analysis technique used for the evaluation. Remember 
in school when your algebra teacher would give you partial credit for a wrong answer if you "showed 
your work?" What is a price analysis if not an algorithmic evaluation of numerical data? Make sure 
you get at least partial credit during your next CPSR. 

The Universal Price Analysis Algorithm  
X / Y = Z 

If Z ≤ 1.0, then X is Fair and Reasonable.  
 
In this algorithm, X is the Subcontractor Proposed Price, Y is the Constant (Established Evaluation 
Criteria) and Z is the Dependent Variable resulting from the analysis. 
 
In a Low Cost Analysis, for example: 
 
Three Bids are received: $100,000, $110,000 and $113,000. $100,000, as the Low Proposal, becomes 
Y. 
 
113,000 / 100,000 = 1.13; Offer is not F&R 
110,000 / 100,000 = 1.1; Offer is not F&R 
100,000 / 100,000 = 1.0; Offer is F&R 
 
In a competitive range analysis for a cost reimbursable prime contract, 5 rates are initially submitted 
on a pre-award basis for an LCAT: $80, $90, $100, $110, $120. 
 
The competitive range is set at $90-$110. $110 becomes Y. 
 
Post award, a subcontractor submits a noncompetitive quote for $125 for the LCAT. 
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125/110 = 1.136; Rate is not fair and reasonable and subject to additional negotiation.  
 
In this example, if the rate is successfully negotiated then you've accomplished a competitive price 
analysis in accordance with 15.403-1(c)(1)(iii). 
 
In general, this algorithm can be used to evaluate the effectiveness of your organization's price 
analyses. Also keep an eye out for price justifications: the price justification algorithm is X / Z ≤ 1.0. 
Here, the SCA or Buyer is adjusting the evaluation criteria to justify acceptance of the subcontractor's 
rate without negotiation and no constant was established. 
 

Using GSA Schedule rates for noncompetitive service subcontract price analyses. 
Government audit agencies and contract evaluation boards have voiced concern over the use of GSA 
Schedule rates as a basis of comparison for a FAR Part 15-type price analysis. There are several 
factors influencing this concern, including but not limited to the use of untracked and unverified 
costs in the build-up of GSA rates (TINA and CAS are not applicable to commercial item 
procurements and GSA Schedules are issued under FAR Part 12); and the inclusion of costs that are 
not ordinarily a factor in FAR Part 15 rates (like IFF). In short, the outlook of agencies like DCAA and 
DCMA is that there is a high probability of contractors "cherry picking" already inflated GSA rates to 
perform price justifications rather than price analyses. 
 
And they aren't wrong. Try this experiment sometime - pull a range of noncompetitive price analyses 
for one-off service procurements then count how many of those price analyses result in negotiations. 
I'd be willing to bet the overwhelmingly popular answer will be "zero." 
 
But there's a problem with this audit agency distain - if the sub was selected on a noncompetitive 
basis to perform services and they do not have or will not provide invoices or other proof of payment 
for rates of a same or substantially similar nature by a third party, how can contractors use the next 
available price analysis technique - competitively published price lists - without GSA Schedules? 
 
My answer is to attempt to address and nullify the "cherry picking" concern via modified price 
analysis techniques for the use of GSA Schedule rates using Olympic Scoring and Comparative Range 
Rate Reduction. 
 
If I'm using GSA Schedule rates for a price analysis, I pull five or six different schedules from similarly 
situated contractors. Once I map the rates, I arrange the rates from lowest to highest then drop the 
lowest and highest out of consideration to create a Comparative Range that is much more reliable 
than pulling one or two rates, all of which happen to be higher than the proposed rate. 
 
One the ceiling rate of the range has been established, I reduce that rate by 5% and use the 95% rate 
as the basis of price analysis comparison. The narrative states that this reduction is implemented to 
equalize out some of the costs associated by GSA schedule rates that are not included in 
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subcontractor's rate such as IFF. 
 
Through the use of (a) multiple closely aligned schedules; (b) accurate LCAT mapping; (c) Olympic 
Scoring; and (d) Standardized Range Reductions GSA Schedules can become reliable tools for 
execution of a successful noncompetitive price analysis - that may actually result in negotiations. 

Reminder: Ask for previous invoices on noncompetitive procurements.  
If an offeror has done business with a company maintaining a lumbering purchasing system 
(companies with a foundation in manufacturing carrying system approval for decades, calloused over 
from endless revisions and rebuttals) then they've fielded this request before. In the alternative 
they're probably maintaining a competitively published price list. 
 
If they aren't tuned to these requirements - don't hesitate to educate them. There's nothing wrong 
with a contractor developing a competitively published price list for future procurements after 
learning about the requirement from you and your staff. Help your subs make your life easier! 

Price Analysis Don'ts 
Price analysis techniques that are better off avoided ... 
 
* Calling a target rate analysis "competitive." Any price analysis that can be performed without two 
bidders is a noncompetitive analysis. Use target rates as your pre-negotiation objective - subject 
ID/IQ teams to price competition and greatly increase your competitive metrics. 
 
* Using old POs issued by your company as "Historical pricing." Referencing an old PO that is being 
followed-on with a new procurement action brings that PO forward into the data call pool. Even if 
the old PO file has an adequate price analysis, other "old file" issues could make their way into the 
review. 
 
* Using "blended rates" as part of your price analysis. Creating an average rate (per Labor Category) 
as a basis of comparison has a big problem - it isn't in 15.404-1(b)(2) as a valid price analysis 
technique. A blended rate is useless because it's a rate that does not exist. If you can't prove that the 
rate has been in the stream of commerce, it's not a market rate and the rate isn't part of an 
independent estimate, it's invalid as a reliable basis of comparison. 
 
* Comparing noncompetitive rates to one GSA Schedule rate. Bryan brought this up in a previous 
post series and I just saw it again in a proposal I helped a client with - (a) the contractor has to submit 
their price analysis on subcontractor rates in the cost proposal; and (b) the contractor was 
discouraged from using GSA Schedule rates as a basis of comparison because "they are often 
discounted." If you need to use GSA Schedule rates, I suggest using an Olympic scoring method with 
5-10% shaved off the top of the high end of the established comparative range.  
 
* Neglecting the "prices previously paid" technique and going straight to Published Price Lists / 
Independent Estimates for noncompetitive procurements. Prices Previously Paid by the Government 
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or Other Than Government is right up there with Competition as the preferred price analysis 
technique per 15.404-1(b)(3). 
 
* Forgetting to negotiate noncompetitive procurements. Even if the Olympic scoring works out well, 
at least ask for a BAFO. DCMA has been consistently finding contractors for lack of negotiations on 
noncompetitive procurements in recent CPSRs. 

Working with Subcontractors on Price Analysis - Do You Cooperate or Instigate? 
I'll continue with Internal Review discussions in the next post, but I've found an issue during my 
current support of a client preparing an FMS proposal that I thought might be helpful to review. 
 
Believe it or not, subcontractors are often your best source for price analysis documentation. Many 
(MANY) procurement professionals seem to equate "Analysis and Evaluation" with "Antagonism and 
'Hide the Ball'" Negotiation. This is an incorrect posture. Your subcontractor is your team member. It 
is not the role of the prime contractor to beat a subcontractor until they provide a lower price. In 
fact, the FAR clearly states that negotiation is intended to reach fair and reasonable pricing not 
necessarily to accomplish downward pricing. 
 
When you treat someone aggressively, the natural (and correct) tendency is defense - treating 
subcontractors roughly only guarantees that they will not provide assistance when you really need it. 
 
How should you treat your subcontractors when evaluating price? Easy answer - the same way you'd 
hope a prime would treat you. If you need supporting documentation from a subcontractor [on 
commercial item determinations to avoid TINA application, to get redacted funding documents to 
support a FAR 15.404-1(b)(2)(ii) analysis, etc.] there's nothing wrong with telling them why you want 
the information.  
 
While supporting this FMS, I clearly communicate to subcontractors: 
 
* Why I want supporting documentation [e.g. DCAA requires complete price analysis in accordance 
with 15.404-1(b)(2); adequate supporting documentation prevents unnecessary and potentially 
inappropriate downward negotiation, etc.];  
* The bases for these requests (most of the foreign subs have never had exposure to a DCAA audit 
and need help understanding why we need documentation at all!); and  
 
* Exactly what I need (e.g. explain available redactions, alternatives to primary supporting 
documentation, etc.). 
 
When your subcontractor feels like a part of the team they're much more likely to act like a team 
player. That means open communication, clear direction and providing alternatives whenever 
practicable. You may be amazed at how easy it is to get the help you need when you ask nicely! 
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A Price Analysis Problem 
I was leading a training session for a new client yesterday. During the session I encouraged attendees 
to challenge me with a situation that they thought could not be handled using the seven price 
analysis techniques set out in FAR 15.404-1(b)(2) and a situation came up that I'd like to open for 
group discussion: 
 
The contractor has an ID/IQ type R&D contract that is used by the customer as a conduit vehicle - if a 
concept is pitched by a sub that the Customer likes it comes out wired through the vehicle for 
development. These development projects come in general types (things that blow up, things that fly 
in space ships, things that stop things from blowing up, etc.) but otherwise no one is like the other. 
And, because these are development projects, subs are reluctant and/or downright reticent in their 
disclosure of the substance of these FFP amounts (sometimes in the high six figures). 
 
So when no one has ever built it before, and no one knows what it takes to make it work, and there's 
nothing to compare it to, and there's no back-up to review ... how do you analyze? 
 
My on-the-spot answer: If these development projects can all be categorized into specific types of 
efforts, perhaps comparisons could be drawn by technical leads that would provide potential internal 
"markets" - estimating pools - against which costs could be effectively compared. In other words, 
let's assume there are three levels of difficulty for these development projects (Easy to Difficult) and 
distinct types of efforts (stuff that flies; stuff that floats; stuff that explodes; etc.). With PM input a 
matrix could be constructed using Customer info, relative difficulty and past proposal FFPs (where 
the deliverable was accepted after final inspection into production/use or some other limiting 
metric) to devise comparative ranges for organized comparison of currently proposed FFP amounts 
using FAR 15.404-1(b)(2)(v). We reach that technique thusly: 
 
1. No competition because the sub is uniquely positioned to provide the innovative solution so can't 
use 15.404-1(b)(2)(i) 
 
2. Innovative solution so no evidence that the price has previously been paid so can't use 15.404-
1(b)(2)(ii) 
 
3. No "per unit" measurement available so can't use 15.404-1(b)(2)(iii) 
 
4. This is a developmental item proposed on an FFP built to customer spec so no commercial item 
pricing available as a reliable basis of comparison; can't use 15.404-1(b)(2)(iv). 
 
The argument is that here, where the unique systems themselves defy accurate pre-delivery 
comparison, the best yardstick is a comparison to prices proposed (estimates) for the same 
type/level of difficultly completed tasks requested by the same Customer to ensure both fair and 
reasonable pricing and a price that does not prematurely foreclose successful deliverable completion 
without financial loss to the sub (most are SBs). 
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What does the group think about that answer? Would you have answered differently? Please share! 

Analyzing Travel 
I hate performing price analyses on travel. Why? Because I think from a practical perspective a pre-
award evaluation of travel elements not defined by law or regulation (e.g. JTR) is a relatively useless 
exercise as the price proposed for air fare and rental cars will almost assuredly NOT be the prices 
invoiced during performance. In addition, the pricing you (the analyst) used to evaluate the proposed 
pricing is likely not the same pricing used to develop the quote as the difference of one day in the 
pricing request at a travel website can dramatically change the rates available. 
 
So ... what to do with travel? An approach to consider: 
 
Do not ask subcontractors to propose travel. Instead, take your travel estimate to the customer, 
estimate the number of those priced trips will be taken by the sub, and award the sub a ceiling 
amount for estimated travel. This will circumvent the price analysis requirement, as price analysis is 
required for prices proposed by the subcontractor. Here, the subcontractor was provided with a plug 
number determined by you the contractor (or your customer). No sub proposal, no sub proposal 
analysis requirement. 
 
How to administer - award travel as an FFP EPA (Economic Price Adjustment) line item. EPA allows 
adjustment of the FFP amount when (among other events) the subcontractor experiences actual 
variances in proposed prices for labor or materials (ODCs) during performance. With FFP EPA, 
variations in the line item total ceiling resulting from market variations in airfare or car rental costs 
outside the control of the subcontractor would not change the FFP nature of the line item. 
 
Using this process, you could potentially (a) avoid price analysis at the pre-award stage with an 
explanation of the plug number award and certification by the analyst that receipts for costs incurred 
will be evaluated in accordance with JTR prior to invoice acceptance; and (b) award an FFP type 
contract to a subcontractor without an adequate accounting system for flexibly priced contract 
administration without being locked into the plug number for final payment. 

Workflow for DCMA review of a determination of fair and reasonable pricing during a 
CPSR. 
I get many, many questions regarding price analysis requirements, the need/requirement/availability 
of cost analysis and when a negotiation memo is required. The following is a brief workflow you can 
expect DCMA to follow during your next CPSR as they evaluate your company's compliance with FAR 
and DFARS requirements regarding the determination of the fairness and reasonableness of the 
subcontract award amount during a file review: 
 
1. Was competition successfully documented? If yes, stop - no finding. If no, then ... 
 
2. Was fair and reasonable pricing successfully documented for a noncompetitive procurement? If 



45 | P a g e  
 

yes, stop. Potential finding for lack of competition (depending on competitive metrics at enterprise 
level). If no, then ... 
 
3. Was a successful negotiation into valid pre-negotiation objectives documented? If yes, then stop. 
Potential findings for inadequate price analysis and lack of competition on case-by-case basis. If no, 
then ... 
 
4. Was a successful cost analysis performed and documented? If yes, then stop. Potential findings for 
inadequate price analysis, lack of competition and inadequate negotiation documentation on a case-
by-case basis. If no, then significant findings regarding: 
 
Lack of Competition 
Inadequate Price Analysis 
Inadequate Negotiation Documentation 
Inadequate Cost Analysis 
 
"Potential findings" mean that, depending on the quality of documentation, DCMA may or may not 
agree that better options for determining fair and reasonable pricing (Competition first, Detailed 
Price Analysis second, Effective Negotiation third and Cost Analysis last) were successfully exhausted. 
If they do not agree, your file can accumulate multiple findings as the review continues. If DCMA 
does agree that, for example, cost analysis was the only option for a particular file (e.g. prototype 
build-out), successful documentation of that cost analysis should complete the review of that file 
without findings regarding the fairness and reasonableness of the award amount. 

What's in a prototype? 
Many of my clients have issues with approaching prototypes from a price analysis perspective. 
Routinely this is because they are viewing what their company is procuring incorrectly. 
 
While a prototype effort ends in a deliverable, you're not actually buying an item - you're buying a 
suite of services applied to a static BOM (e.g. requirements won't change depending on who is 
performing the engineering) that results in that deliverable. Because every prototype is, on some 
level, a developmental item the core object of a prototype procurement is those specialized 
developmental services required to produce in accordance with the approved configuration. 
 
So what does that mean when it comes time to perform a price analysis? Here's my suggestion: 
 
First, try to compete. Not usually an option, so next ask for evidence of prices previously paid for a 
same or substantially similar prototype. This is not often available on a 1:1 or even 1:1a basis. 
 
Next, try looking for a same or substantially similar item that can be used as the basis of comparison. 
This may be an option when the provider has proprietary type rights in the base component and is 
being contracted to modify the component for use within the government configuration.  
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Finally, an independent estimate can be developed to analyze the prototype. There are fine points to 
this process that are for another post, but here are some general thoughts: 
 
Prototype efforts generally have four phases - design (during which the configuration is 
developed/finalized, tooling is acquired and the line set); fabrication (first article build against 
config); testing (against general and specific performance standards); and production (output of 
eventual deliverable). Each of these functions require skilled people at a manufacturing wrap rate to 
perform. 
 
A program manager (who could be a general task manager or an SME in the field depending on the 
complexity of the configuration) working several hours a week to oversee the effort will also be 
needed by the offeror to perform. Also potentially needed by the offeror - support from a buyer to 
manage the BOM. These should be burdened with an "off the floor" service wrap rate (Science and 
Technical, etc.).  
 
Now build your IE using your comparative rates - what's the outcome? 
 
If your labor estimate exceeds the total price proposed, stop. You've established price 
reasonableness as the addition of anticipated item pricing will only increase the comparable delta. 
 
If you labor estimate does not exceed the total price, analyze the BOM. Usually the BOM details are 
not provided by the offeror but no matter - detail is unnecessary. Take the bottom line BOM pricing 
and decrement it by 20-25% - this represents "best option" pricing (the best possible price reduction 
available if you sourced the items on your own, assuming offeror is buying against blanket 
agreements and/or using trusted suppliers offering discounts on recurring purchases). Now add this 
decremented item line to estimated labor to determine the delta.  

Documenting Item Purchases from Online Storefronts 
I've developed some approaches for documenting item procurements via online storefronts. First, I'd 
like to hear from the group to see how you document the following requirements for online 
storefront procurements exceeding the micro purchase threshold:  
 
1. RFQ 
2. Proposal 
3. Competition 
4. Price Analysis 
5. Debarment certifications 
 
In particular here, I'd like to see if there is any continuity to the group's approaches to these 
requirements and how you align your approaches to the FAR and DFARS. So if you could, please talk 
about practices you use or have used rather than conceptual proposals or "best practice" 
conjectures. I'll then share my approaches in the comments to this post. Thank you in advance for 
your participation! 
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(HISTORICAL) Using GSA Schedules to Price Analyze Service Proposals?  
In March 2014 the Undersecretary of Defense issued a directive to all DoD contracting officers that 
stated, in pertinent part, that GSA Schedule rates are no longer de facto fair and reasonable. Instead, 
any purchase by DoD off of a GSA schedule requires an adequate price analysis prior to award. 
 
The good news (for the government) - DoD will now be mandating discounts on all GSA service 
orders (assuming they'll still use FSS outside of BPAs). The bad news (for contractors) - beginning JAN 
2015 DCMA now questions as initially inadequate any noncompetitive price analysis that uses GSA 
Schedule rates as the sole method of determining fairness and reasonableness. 
 
There is a middle ground we've been able to strike with reviewing teams (as recently as June 2015) 
regarding use of FSS for item analyses based on the antithetical methods of estimating used for items 
v. services on GSA Schedules ("most favored nation" for items v. cost build-up based on the most 
highly compensated contractor employee that maps to the labor category). 
 
What does that mean to you during a CPSR? Well ... GSA Schedules for service proposal price 
analyses are done. You won't be able to wiggle all the way out of a directive issued by the 
Undersecretary of Defense (even if it doesn't specifically apply to contractors - DCMA is rightly 
interpreting this memo as DoD's stance on GSA Schedule pricing so it implies via inference to any 
procurement under DoD contracts). You'll also need to prepare to discuss the use of FSS in item 
analysis.  
 
Our advice is to cease use of GSA Schedules for service price analyses and move to an Independent 
Estimate model. GSA Schedules for noncompetitive item procurements are still okay (for now) as 
long as you can address the whys and hows of their use. 

Quick thoughts on the use of Target Rates for ID/IQ Price Analysis 
* When you share target rates minus pass through with team members and ask them to verify 
acceptance, you can safely assume you lost money on every rate accepted without counteroffer or 
comment. 0.00001% of team members in the history of government contracting accept rates lower 
than their targets without comment. Do you think you're the lucky one this time around? 
 
* Use of target rates as the exclusive price analysis tool at the ID/IQ level means all ID/IQ 
subcontracts are then awarded on a noncompetitive basis [i.e. target rates are the product of your 
estimating system; use in price analysis corresponds with FAR 15.404-1(b)(2)(v)]. Task orders 
awarded without discounted rates will also be noncompetitive.  
 
* MYTH: "Hitting the Mark" on the Customer budget in your proposal precludes negotiation.  
 
FACT: Proposal of target rates without a documented determination of fairness and reasonableness 
in accordance with FAR 15.404-1(b)(2) will require the parties evaluating the proposal to perform 
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their own price analysis. This process will result in downward negotiation of some or all proposed 
rates 99.99% of the time. 
 
* Analysis of target rates against team member labor rates can be submitted to the Government 
Customer as a determination of fairness and reasonableness. Documentation of contractor target 
rates falling within or below the competitive range initially submitted by team members could qualify 
as a competitive price analysis of your proposed rates with the right narrative. Competition is the 
most preferred type of price analysis and can present DCAA and evaluation committees with 
problems when attempting to successfully document downward negotiations. 

Quick Hit - Consider this add for smaller dollar value NONCOMP PO Price Analyses 
DFARS 252.244-7001(c)(12) requires contractors to consider any available purchasing discounts when 
evaluating vendor pricing. As a result, a price analysis that ends with a determination that the supplier 
proposed against their list can still be found deficient if compliance with (c)(12) is not documented.  
 
Consider adding the following to your smaller dollar value noncompetitive commercial item POs to avoid 
discussion of (c)(12) compliance when buying against list pricing:   
 
"As part of its standard operating procedure, Supplier automatically applies pre-determined percentage 
deductions to list pricing when quoting quantities that meet any internally maintained volume discount 
threshold. Because the quantity requested during this RFQ process did not qualify for any volume 
discounts currently offered by Supplier, no such deductions were applied to the final price quote." 
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Competition in Subcontracting 
“Easy” test for Competition 
During file reviews with various clients over the past month I've gotten A LOT of questions (and seen 
a lot of errors) regarding the successful documentation of competition. Here are two rules to help: 
 
1. Competition is documented via adequate price competition conducted in accordance with FAR 
15.403-1(c)(1); and 
 
2. Competition can't occur when only one offeror quote is obtained via RFQ. 
 
The first part covers four (4) types of competitive analyses: Lowest Cost Technically Acceptable; Best 
Value / Technical Trade-Off; Valid No Bids; and Comparison to Rates Awarded via Competitive 
Procurement. If you're not using one of these techniques, then you're executing a noncompetitive 
procurement. 
 
The second part covers situations that seem to confuse contractors especially inexperienced 
procurement professionals: 
 
Target Rate Analysis - Here, the contractor compares multiple contractor rates to one target rate per 
labor category developed by the contractor. The number of rates reviewed doesn't make it 
competitive because the same analysis could be successfully performed with one offeror or 100. But 
the 100 aren't at all necessary and don't affect the outcome of the analysis. As a result, this is a 
noncompetitive price analysis technique documented in accordance with 15.404-1(b)(2)(v). 
 
Comparison to Competitively Published Price Lists - the use of the word "Competitive" seems to 
confuse some procurement professionals. But it shouldn't. If only one contractor responds to the 
RFQ, then competition is, by its definition (two or more technically qualified offerors responding to a 
request), impossible. These should be processed (if they qualify) as 15.404-1(b)(2)(iv) analyses. 
 
Processing a Competitive Procurement without a Valid No Bid - Silence in response to an RFQ is ... 
still silence. It does not equate to any sort of positive response to an RFQ. If the contractor only gets 
one response under a competitive RFQ, then it cannot be processed as competitive. Without that 
valid no bid response, DCMA has no supporting documentation regarding the proposed offerors, 
their technical qualifications or ability to respond to the RFQ. 

Is competing rates amongst single or sole sourced ID/IQ team members "competition?" 
I've been getting this question from clients a lot lately when I do Price Analysis training. The logic 
moves like this: ten subs are added to the team on a single or sole source basis (usually follow-on 
justifications). Since they were added on a noncompetitive basis, the logic goes, documenting price 
competition is a waste of time because you (the contractor) won't get competitive credit anyway 
from DCMA during a CPSR since both you and the sub "know" they're getting the work. 
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This logic is an example of something I see with surprising frequency - contractors working diligently 
to talk themselves out of competition and into a write-up during a CPSR. Thinking too much can 
definitely be more harmful to purchasing system health than not thinking enough, and the approach 
described above is definitely thinking WAY too much about an easy situation. 
 
Every CPSR Report says the exact same thing - Competition (as defined by 52.244-5) is documented 
via adequate price competition. That means - ten technically qualified contractors bidding on the 
same labor categories can most definitely be subjected to price competition. And very well should be 
competed. 
 
But how can a single sourced vendor be categorized as a competitive procurement? Well, for 
starters, those ten vendors should have never been "single sourced" in the first place.  
 
Take this very common situation: Government has an upcoming recompete. They issue an RFI on a 
full and open basis. 100 companies respond, the list of participants is narrowed to 20 - all 
incumbents in one form or another (as primes or subs) on the current contract. The RFP is then 
issued to those 20 companies on a full and open basis and their rates are subjected to competitive 
price analysis and negotiations prior to award. 
 
Question - should the government have had to get approval for 20 sole source awards based on the 
follow-on procurement justification in FAR 6.302-1(a)(2)(ii) prior to award under that recompete? 
 
If the answer is "no," then why would a contractor do something different? 
 
The question on competition to a contractor is not necessarily "Does the sub know they're getting 
work?" The real question is "Does the sub know they're getting their rate?" If other subs are in the 
mix, and they're all competing for work on the ID/IQ (one can assume the subs aren't just joining the 
ID/IQ for one or two task orders), competitive motivation still exists for the sub to submit their 
lowest rates even in a downselect situation. And if the primary goals of subcontractor competition 
(establishment of competitive rates for service amongst qualified offerors; negotiation into the 
competitive range or rate rejection on all submissions) are met during the analysis, then effective 
competition can still be accomplished and documented even with downselected subcontractors. 
 
In short and in general, always make sure you're not making things harder on your system than they 
need to be. "Hard" Does NOT equal "Compliant." Especially when it comes to the "Big C;" it's not 
always easy to clock competition for service contractors so make sure you take advantage when you 
can. 

The Bounds of Competition 
I have a very rudimentary approach to evaluating a potentially competitive procurement: if the 
details make my face scrunch up like I'm smelling warm garbage, then it's probably not competitive.  
 
The Scrunchy Face comes when the bounds of reasonable understanding of competitive 
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requirements are stretched beyond agreeable recognition. For competition to be documented in 
accordance with FAR 15.403-1(c)(1), you need two basic things: (1) two or more technically qualified 
offerors contemporaneously responding the same or substantially similar request at some point in 
recent time; and (2) a final determination of Best Value resulting from a regulatory permitted set of 
processes. If one or both facets of a competition are unfulfilled by the procurement, then my face 
gets scrunchy. 
 
Here are two unusual situations, both equally full of very different types of conceptual holes. One 
was determined to be competitive by both DCMA and DCAA. The other gave me a scrunchy face. Can 
you ID them? 
 
1) Offeror makes a unique product in which they have no patent or IP protection; the uniqueness is 
the efficiency and accuracy with which they produce the required component. The contractor 
creates a competitive basis of comparison by estimating the in-house labor cost (without fee) 
required for production & competing the materials amongst suppliers. If the final estimated price 
exceeds the proposal, then the proposal is F&R via FAR 15.403-1(c)(1)(i). 
 
2) Eight (8) team members are solicited for a TORFP. 3 TMs will be backfilling seats as required during 
performance (e.g. I-III level support) & provide almost identical numbers and types of labor rates; the 
other 5 are providing expert level support (e.g. IV+) in LCATs not bid by any other TM responding to 
the TORFP. The contractor documents the award of all 8 subcontracts as competitively F&R with 5 
specialized TMs receiving "valid no bids" from the other 7 TMs per FAR 15.403-1(c)(1)(ii). 
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Sole Source Selection Justification 
What are COTR emails good for in a CPSR Environment?  
We all know (don’t we?) that they don’t count as “customer direction” but are they useful ast all inb 
the source selection process? 

Absolutely! Don't disregard them as "not binding" - they are a goldmine of source selection gold. 
 
Sometimes we get into an adversarial tussle with Operations personnel as they tug compliance 
personnel towards their end goal with little regard for regulatory and DCMA requirements for 
effective source selection. One of the oft-used hexes they invoke is "MY CUSTOMER wants this, so 
MY CUSTOMER is going to get it!" Then the temptation comes to fight the "customer" battle, taking 
them to task regarding who the true Customer is on the government side, and who audit agencies 
recognize as the Customer. 
 
I would suggest fighting the urge to bang on them too hard on the definitional lines, and instead take 
what their customer offers and use it to your advantage. Does the COTR want a specific "key 
personnel" added to the effort without providing binding written direction? They may think they do, 
but they really don't. They want a man or woman with THOSE technical qualifications. How do I 
know? Because they aren't warranted to get THAT man or woman.  
 
Doesn't mean they can't get them though. Take the resume of the requested KP and use it as the 
basis for LCAT requirements used in a Best Value procurement for those services. Incorporate some 
team member small businesses, mid-tier LBs with nondescript service offerings (those "we can do 
everything!" companies) and definitely use staffing companies. Send out the RFQ with the LCAT as a 
Best Value procurement and see what you get. You'll likely get a couple of resumes, some silent "no 
bids" and some valid "no bids."  
 
If you get nothing that can beat the intended "key personnel," they win the BV/TTO race. if you get 
comparable or better, your requisitioner has something to think about and to discuss with the 
Customer prior to award. If you get nothing but silent "no bids," you've performed effective market 
research showing that the intended KP is the Only Qualified Contractor. 
 
So win/win/win. The inherent danger is upsetting the apple cart with team members who don't want 
to be "gamed" with RFQs that aren't wired for them. Which is understandable (somewhat). So lean 
on your staffing agency partners. I have yet to see a staffing agency that gets upset because they get 
too many RFQs. And if they do? Go out and get some more on the roster. There are dozens (if not 
hundreds) of qualified staffing agencies looking for open positions - use them. They may surprise 
you. And if they don't, they can still help you immensely with your source selection documentation 
requirements. 

FAR Parts 6.3 and 8.4 do not apply to contractors.  
Here's how you knew FAR Part 6.3 doesn't apply to contractors - DCMA accepts "Customer Direction" as a 
valid source justification. 
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FAR Part 6 implements the Competition in Contracting Act on the federal procurement process. Here's 
the gist of CICA - the government has extraordinary power in the acquisition processes it initiates. 
Without public laws dictating competition, and the implementation of strict documentation requirements 
when competition is not used, that extraordinary power is too ripe for abuse. 
 
What is the basis for this extraordinary power? The government is the ultimate buyer - hundreds of 
billions of dollars to spend every year. if the government wanted to, and was allowed to, it could put 
every company participating on this forum out of business inside of six months. Or, and I know this is 
100% fantasy, a single person with enough power and influence over the executive process - which 
includes government agencies who participate in government contracting activities - could enrich a small 
number of companies during wartime using unscrupulous acquisition activities. 
 
Oh wait ... anyway ... 
 
CICA is meant to mandate competition on the federal acquisition process in order to regulate and dilute 
the unfettered buying power of government agencies. Part of this regulation is a rigid procedure for 
noncompetitive awards. These are embodied in FAR Part 6.3. 
 
But here's the thing - contractors don't have the unfettered buying power of the government. For one 
thing, contractors don't have access to hundreds of companies to participate in acquisition activities. 
Second, and this is the big one, contractors don't write acquisition requirements. Think about it - sources 
are identified in accordance with SOW requirements. When you build something for a customer, the 
customer's approved configuration dictates successful construction. When you bid labor, most of the 
time you're bidding resumes against labor category requirements set by the prime contract. 
 
As a result, the competition available under a prime contract is fairly severely restricted. This reality is 
embodied in two places during a CPSR: 
 
First, competition requirements are reviewed in accordance with 52.244-5. This is why "Customer 
Direction" is allowed as a contractor noncompetitive source justification. If the Contracting Officer tells 
you in writing who to source to, then competition is not practicable within the requirements and 
objectives of the prime contract. 
 
Second, DCMA doesn't determine competition based on technical review - it determines it based on a 
finding that adequate price competition occurred in accordance with 15.404-1(b)(2)(i) and 15.403-
1(c)(1)(i)-(iii). From a practical perspective, as long as you have a valid competitive price analysis you don't 
have to exhibit technical competition to have that file count as "competitive" during your review. So - two 
or more resellers competing for the acquisition of a brand name commercial item required to fulfill an 
approved configuration is competitive. FAR Part 8.4 is out of play. 

(HISTORICAL) Now that we've established that FAR 6.3 doesn't apply to your 
procurements, the follow-up question is ... so what?  
And an excellent question that is! 

(1) When you have two or more resellers (plus the OEM in some situations) competing to fulfill a 
component of an approved configuration, you can remain silent on the SSJ requirement. For the sake of 
completeness, you COULD prepare a Source Selection Memo explaining that you're constrained in your 
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technical competition of the requirement since proposal of functional equivalent solutions would amount 
to a revision to the approved configuration, which is outside the scope of your SOW. As a result, price 
competition among authorized component resellers is competition to the maximum extent practicable in 
accordance with prime contract requirements (meeting the requirements of 52.244-5). If you don't, I 
wouldn't sweat it at this point. DCMA will likely not question the competitive nature of the procurement 
and if they do you can provide that response to the file question during CPSR. 
 
(2) The flip side of this coin is that technical competition alone DOES NOT EQUAL COMPETITION for CPSR 
purposes. If you've got a technical downselect to one supplier, that's "Only One Supplier Qualified to 
Respond" and it's a single source in DCMA's eyes. Price competition is the metric. I've discussed how this 
impacts price analysis of ID/IQ team members using an ICE approach in previous posts, so I won't beat 
that dead horse any harder. 
 
(3) While FAR 6.3 doesn't apply to contractors, those justifications are mother's milk to CPSR review 
teams - if you can use one to justify your procurement do so and make your review easier on yourself. 
 
Outside of those justifications, here are some additional tried and true justifications not found in 6.3: 
 
Geographic limitations on performance - if performance is on customer site and there's no travel funding 
for other-than-authorized-trips, you're forced to source within 50 miles of the customer site. If 
performance is happening in Norfolk, VA in this situation it doesn't matter if there's a great offeror in San 
Diego. 
 
Customer Direction - when dealing with SPAWAR, check your SOW. They'll often include a list of 
authorized subcontractors in there. DCMA accepts this as Customer Direction. That approved 
configuration isn't Customer Direction because DCMA reads that in accordance with FAR 8.4 which means 
that even if it's not stated a brand name item allows for functional equivalent proposals on a conceptual 
level.   
 
Approved Configuration - the use of an approved configuration for single or sole sourcing when price 
competition isn't available doesn't hinge on Customer Direction. Your argument is that while functional 
equivalent proposals are allowed as a matter of regulation, your SOW does not allow contractor revisions 
to the configuration components. So fulfilling system or equipment needs with functional equivalent 
parts is outside the scope of your SOW and therefore prohibited by the terms and requirements of your 
prime contract. 

First up, in the Only One Responsible Source category - Follow-On Procurements. 
FIRST CAUTION, and it's a big one (hence the ALL CAPS) ... when you're developing procurement files for 
recompetes where your company is the original prime and you're sourcing to original team members, 
make sure you're only using this justification if the original procurement files are clean e.g. all the 
evaluation documentation referenced in the follow-on file is tight enough for the CPSR. When you harken 
back to old files, those files come into the review universe. I've heard some clients cry "foul" on this 
practice since the old file is, well ... old, but conceptually speaking the practice of "walking through an 
open door" makes all the sense in the world. 
 
You're justifying a file based on documents located in another file. You're saying to DCMA - "Well, they 
were team members on the original effort so they're staying on the team." DCMA says - Okay ... why did 
they get picked the first time around? "It's in the old file." DCMA - Okay, bring me that file then. 
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To me there's nothing sinister about that conversation. What's DCMA supposed to do? :) 
 
So ... when to use follow-on justifications: 
 
(a) When the old file you're referring to is tight and doing another type of justification would simply be a 
restatement of the original justification; or 
 
(b) When you win the recompete from the original prime and the work to be performed is above the level 
of SCA type work (6.3 requires the work to be of a "highly specialized" nature - admin assistants and 
wrench turners don't count for this justification). 
 
What do you need as far as objective evidence? 
 
1. For (a), have the original file handy and ready to present to DCMA. For (b), the narrative can double as 
the OE if you include the identity of the original prime and the original prime contract number. 
 
2. This is an Economic Justification, which means the repetitive sourcing eliminates or substantially 
reduces duplicative costs associated with the selection, training and "on boarding" of new contractors. To 
document the realized cost savings, estimate the ramp up period for a new contractor to begin work 
(don't go crazy here - I wouldn't exceed 3 months. I've seen clients argue 18 months with a straight face - 
that's too laughable to pass the sniff test in my opinion. Don't shoot the moon) then multiply the 
subcontractors performance per the fixed unit or time against the ramp up. So figure out what a month 
of labor will cost when sourced to the subcontractor, multiply it by the ramp-up range and you've got 
your cost savings.  
 
Example: Subcontractor is providing $1M of labor on a 12 month effort, and ramp-up is estimated at 1-3 
months for an incoming contractor. The economic justification for the noncompetitive procurement is a 
realized cost savings is $83,334.00 - $250,000.00. 

“Expert Services”  
Did you know that "Expert Services" as the term is used in FAR 6.3 has a VERY specific meaning that does 
not include SMEs? 

It's true - in FAR 6.302-3(b)(3), "Expert Services" refer to what can rightly be called "expert testimony," or 
the use of expert to assist the Government in evaluating or defending against a claim. So when you use 
this to validate the sourcing to an SME in logistics to perform under a prime contract, DCMA is going to 
look askance at your justification and likely beat it within an inch of its short life. 
 
So how should you handle SMEs that you get through "unofficial direction" from COTRs or PMs? As I've 
said in earlier posts - specialized staffing companies! 
 
Find staffing companies that specialize as much as possible in the type of work you're sourcing for - ones 
that specialize in project management, executive and classified staffing are all over the DC Metro area. 
Include them in the proposal process which is held on a Best Value/Technical Trade-Off basis with the 
generalized resume of the intended SME as the baseline for personnel technical qualifications. 
 
If staffing companies respond with qualified candidates but they aren't as good as the one you already 
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have, conduct the Best Value analysis and award based on competition. 
 
If staffing companies respond with a valid "no bid," award based on competition in accordance with 
15.403-1(c)(1)(ii). 
 
If they respond with a BETTER candidate, get the PM involved and consider an alternative award. 
 
If they respond across the board with silent or other invalid no bids, award to the SME on a 
noncompetitive basis to the Only Supplier Qualified. 
 
The RFQ call and response process becomes your file's objective evidence which substantiates the source 
selection. 

"Only One Source Available" 
When you're documenting a service procurement using this justification, the FAR limits you to two 
options: (a) follow-on procurements; and (b) white paperwork. Many companies mix "expert services" 
and "only one source available" into an uncomfortable bouillabaisse that looks hinky and smells bad. 
 
Here's the argument - they're an expert, and they know stuff we don't, and the customer lines them, so 
they're the only supplier qualified. 
 
Sound familiar? 
 
Remember - DCMA considers the vast majority of services fungible. That means the argument that an 
expert is the "only qualified source" REQUIRES market research. You can do this via RFI, internet research 
(if WELL documented) and/or staffing agency competitions. If you want to document market research, 
price analysis and a competitive procurement, use staffing agencies. It's easy and extremely helpful. 
 
Remember White Paper justifications, as written in the FAR, only work for research proposals. 
 
You may say - Mark, you said 6.3 doesn't apply to us. Why are you telling us what 6.3 requires if it's 
inapplicable? 
 
Answer - remember your audience. If you use a 6.3 justification for a noncompetitive procurement, be 
prepared for DCMA to ask you FAR type questions about the results. You need to know what the FAR says 
before you can argue for or against its specific application to your procurement! 
 
I'll talk about "only qualified" item procurements next week. Have a wonderful weekend! 

Something to keep in mind whenever evaluating SSJs …  
DCMA considers just about any service offering fungible. In other words, they always look askance at 
noncompetitive service procurements. 

I know that many of you are probably rolling your eyes at my advice to compete expert services 
procurements for any number of reasons - Customer desire, Ops mutiny, etc. And that's fine and 
understandable, but remember that DCMA got its start in the manufacturing arena, and most of its 
review policies and system requirements are derived from that industry. Service contracting is not given 
any special deference when it comes to competition requirements. So while you may know that it's 
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unusual to have the opportunity to hold a truly competitive procurement for most service requirements, 
DCMA doesn't have any sympathy. Or understanding. 
 
That means you have three choices regarding low competitive numbers: (a) accept repetitive 
recommendations related to competition and be okay with annual CPSRs and the stress that brings to 
your operations; (b) "Make up ground" on your competitive numbers on procurements where you have 
the time and freedom to document competition; and/or (c) convert noncompetitive procurements to 
competitive procurements in a way that minimizes impact on turnaround times and performance. 
 
Those are your basic three options when it comes to competition. Competition is one of DCMA's three 
primary nonpublic law review elements of system operation. The Big Three C's are: Competition, 
Commercial Item Purchases and Contract Type. Deficiencies in commercial item purchase metrics or 
compliance, competitive numbers or contract type determinations and awards will always subject your 
system to heightened government oversight. 
 
So ... you gotta pick your poison. The right answer(s) of the three choices in this post regarding 
competition is up to your company's comfort levels with the impact of each. But for all practical purposes 
those are the available options. 

Source Justification Advice (File Management) 
If the justification references documentation outside of the form itself, MAKE SURE it's captured in the 
file. Common instances of this lapse: 
 
* The requisitioner references market research that was performed but not included with the file; 
 
or 
 
* The subcontractor is being added as a "follow-on" to a task order or contract previously held by the 
company. This "opens the door" to the old file and that file comes into the audit universe. 
 
If the justification argues that the subcontractor is "uniquely qualified," make sure you can prove it. 
Remember - "unique" means "the only one!" 
 
Finally - the higher the dollar value, the more documentation you'll need as support. 

Proprietary Rights 
This justification doesn't apply as often as you think it might. In fact, many of the Proprietary Rights SSJs 
you process could be processed without SSJs and documented as competitive. 

Keep in mind that 6.3 and 8.4 only apply to the government - so when the government issues an RFP with 
brand name parts and components incorporated into the SOW or PWS, they are required to either accept 
functional equivalent proposals or document an exception to CICA. 
 
But remember - 6.3 and 8.4 don't apply to your procurements. DCMA determines a procurement 
competitive if the file documents adequate price competition. While this can have an adverse impact on 
your documented competition when building ID/IQ teams, it helps out A TON when documenting brand 
name parts and component procurements from resellers. If two or more resellers are qualified to 
propose, it's a competitive procurement and you don't need an SSJ. If you're feeling paranoid and want to 
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be thorough, you can develop a source selection memo as described in earlier posts. 
 
So Proprietary Rights SSJs should be used when (a) the proposal of functional equivalents at the prime 
level is prohibited by the SOW; and (b) there are no authorized resellers for the part in question. 

“ Unusual and Compellingly Urgent” v “Emergency” Procurements 
First, the oft-repeated CPSR mantra: "Poor prior planning does not make a procurement urgent or 
compelling." This is poor planning on the part of your Operations personnel - poor planning on the part of 
your Customer may actually qualify a procurement as urgent and/or compelling. 
 
The similarities between these two justifications: (1) they are both unusual procurement requests 
initiated by the Customer that occur outside anticipated performance requirements; and (2) failure to 
fulfill these requests in an expedited manner will lead to substantial harm to the government. 
 
With both procurement types, the Customer has requested rush performance outside established prime 
contract procurement procedures (if they used the established process it wouldn't be unusual and likely 
not an emergency). If every TORFP comes out with a 4 day required turnaround for proposal submission, 
a new request coming out using this process is not "unusual."   
 
With both procurement types, failure to expedite the procurement process outside the usual cycle would 
lead to substantial harm TO THE GOVERNMENT. Substantial harm means the mission suffers substantial 
harm (compelling) or people suffer substantial injury or death (emergency). I capitalized "to the 
government" because, no matter what BD tells you, failing to submit a quick proposal and, as a result, 
losing a TO award, is not "compelling" from DCMA's perspective. BD making their numbers or Ops 
maintaining 100% award fee will never be an "emergency." 
 
The differences lie in the severity of the harm suffered by the government. A compelling harm would be, 
for example, a carrier is in dock and is leaving in three days, but before it leaves it needs updates to 
system software to avoid operational issues. Customer sends you an email and says you have 24 hours to 
buy the updates, get aboard and install. To avoid harm you hop on the phone, take the first subcontractor 
offeror who can meet the delivery requirements and haul down to the dock. 
 
An emergency, for example, is "if you don't get this done someone will die." The stock example is the 
generators at Ice Station Zero fail, and if they aren't replaced personnel will die of frostbite. An 
emergency procurement could also be initiated under the Stafford Act - but if you're using this as the 
basis of your justification make sure you have the letter from the CO or agency head in the file. 
 
The effect of unusual and compelling / emergency procurements - the usual procurement cycle can be 
truncated to meet delivery requirements to avoid harm to the government. But you should still do what 
you can to get compliance done prior to award. If you miss getting Reps and Certs, performing a price 
analysis etc. be sure your (a) get it done ASAP; and (b) be prepared to explain why you weren't able to 
source the work to an existing subcontractor in your enterprise supply chain with existing compliance 
documentation in place. Also - unusual and compelling procurements - you still need to get pre-award 
EPLS pulls in the file. Emergency maybe not, depending on the nature of order fulfillment (in the Ice 
Station Zero example, if they don't have power no one is going to go SO FAR as to require an EPLS check. 
You would hope). 
 
All of this should signal that these justifications should NOT be popping up much on your radar. There's 
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no set ratio for these justifications as the type of work you perform will dictate variables in your expected 
percentage of U&C/Emergency procurements. If you're maintaining embedded IT systems, you should be 
running much less than 1%. If you're doing R&D, you should be close to zero. If you're in country 
providing equipment to troops, performing Haitian relief, etc. your ratio of these procurement types will 
of course be higher across the enterprise. 

Objective Evidence and Supporting Documentation.  
First, the higher the dollar value the more objective evidence DCMA will expect in support of award. 
 
DCMA has a fairly set view that services are fungible - remember that CPSRs got their start in the 
manufacturing industry. To them, people aren't parts. In other words, things like proprietary rights, OEM, 
"innovative approach" don't apply to experience. In DCMA's view, if one person can do it, two people can 
do it - you (the contractor) just didn't do enough market research to find that second person. So when 
you're justifying noncompetitive service subcontracts just know that the higher the dollar value the more 
pushback and questions you're likely to get from DCMA (more directly below). 
 
Justifications where DCMA will likely ask for additional supporting documentation: 
 
* Justifications where the requisitioner SAYS they did market research. You've seen them: "There were 
other contractors who could provide [the solution] but this one was determined to be in the best interest 
of the Customer." Sounds great - until the CPSR team asks for proof that market research was performed 
and a copy of the tech eval that was completed on referenced competing solutions. 
 
* Cases where the requisitioner says the service provider has "unique qualifications and experience." 
Unique means "one of a kind." DCMA will likely request proof that there is no one else out there who 
could provide the referenced support as stated in the justification.  
 
* Customer Direction. Of course Ops will say the COTR is the customer, no matter how much training they 
get. One thing you can do with COTR "direction" - use it as the basis for an LCAT you can incorporate into 
a Best Value procurement amongst the identified contractor and qualified staffing firms. Price analysis 
self-documented, Ops does less paperwork, everyone wins.  
 
Ops won't be happy because you're competing an effort they want single sourced - you'll hear all sorts of 
pushback from "I know best" to "You're endangering the Customer mission and my ability to satisfy 
Customer requirements." Just keep working with them. The fog will lift eventually, especially when they 
realize how much easier it is to do a best value eval once than write a source justification over and over.   
 
And, unlike resellers and vendors, it is the rare staffing company that "gets tired" of responding to RFQs 
and a chance to staff. 
 
I know that option isn't available to everyone, depending on the forces at play within your system. COTR 
emails can also be used to limit contractors available via market research - in other words the COTR has 
limited the "available market" by tightening the qualifications that meet mission requirements.  
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Best Value 
"Best Value" competitive procurements - the beginning of the discussion. 
1. Up front I wanted to clarify - all competitive procurements are "Best Value" procurements [see 

15.403-1(c)(1)(i)]. Because it sort of sticks in my craw a bit, but understand the need for a 
shorthand, the term "Best Value" is used to describe "Technical Trade Off" evaluations, or a price 
analysis where price is a significant, but not determinative, factor in the award decision. 
 
The regulatory concept behind a Best Value procurement is the old cliche "You get what you pay 
for." Sometimes cheaper is not better, and the situations where this is true are probably more 
numerous than those where a lowest price procurement is appropriate including but not limited 
to: 

2. Sourcing for highly training / qualified personnel; 
3. Specialized performance capabilities not readily available in the open market; 
4. Expedited Delivery Requirements; and 
5. Required Certifications / Pre-Award Performance Approvals by a Governing Body. 

As a contrary comparison, lowest price procurements are most appropriate where (a) there are 
multiple qualified providers of the technical solution in the open market; and (b) the technical 
solution is fungible (e.g. not unique or requiring highly specialized qualifications for 
performance/delivery). 
 
By way of introduction to the topic, and as a soft experiment, pull a sample of noncompetitive 
service procurements and REALLY read the SSJ. Then ask yourself a few questions: 
 
Can you identify qualified offerors in the marketplace who could have reasonably been expected to 
respond to an RFQ for these services? 
 
Does the SSJ reference potentially qualified vendors who were "technically disqualified" by the 
requisitioner prior to RFQ development? 
 
Does the SSJ reference special qualifications mandated by the "Government Customer" (e.g. COTR) 
with "soft direction" to source the work to the identified subcontractor? 
 
If the answer to any of these questions is "yes," that procurement (and others like it) can be 
converted to a Best Value procurement. Best Value procurements make life so much easier. We'll 
talk about why in the next post. 

Some basic rules and considerations when administering a Best Value procurement: 
First, make sure that the procurement itself is eligible for a technical trade-off analysis. if technical 
capabilities required for a responsive bid are fungible (e.g. commercial items without expedited 
delivery requirements), the performance of a technical trade-off evaluation will likely appear to a 
reviewer to be a price justification (since assumedly the lowest priced proposal isn't the winner). 
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Clearly communicate to the offerors via the RFQ that aspects other than price will be considered 
during the evaluation process. The offerors need to know - in writing - that price isn't the main 
evaluation criteria of the award decision. However, you are not required to disclose the weight given 
to each evaluation criteria. 
 
Also keep in mind that price must be a substantial factor in source selection [see FAR 15.403-
1(c)(1)(i)(A)] What does "substantial" mean? In past CPSRs, DCMA has evaluated price as a 
substantial factor when it carries at least 10% weight as a criteria. I always suggest making it 20% - 
10% lowest cost, 10% responsive anticipation of potential performance variables affecting price. In 
the current "cost savings" government environment it doesn't hurt to stress price, even in a technical 
trade-off evaluation. 
 
Finally, I advise at least considering providing the proposals to the Requisitioner for review on a 
"single blind" basis, redacting price from Ops review and evaluation. This will break the proposal out 
and allow each function (Ops and Procurement) to stay in their swim lanes during the eval process. 
For high dollar value Best Value procurements (over $500K), consider a "double blind" technical 
evaluation where both price and offeror name is redacted from the proposal during requisitioner 
review.  
 
This isn't a specific requirement for successful administration of a Best Value procurement, but your 
CPSR Team will love it as an approach. And since you can be sure the team will see all or almost all of 
your system's files over $500K in total value in the first 3-5 days of your CPSR, you're setting an 
excellent tone for the rest of the review. 

A last note on Best Value procurements. 
CPSR Teams consider an offeror "technically qualified" when the procurement professional has a 
reasonable expectation that the offeror can submit a technically sufficient proposal. 
 
This isn't a high bar at the end of the day - the offeror has to be technically able to respond to the 
RFQ and the procurement professional cannot possess reliable evidence to the contrary. Couple of 
points: 
 
If you've precluded potential offerors from continued participation in RFQs for recurring orders 
because they always come in with a higher price or unable to meet order delivery requirements, that 
doesn't mean they should necessarily be precluded from future procurement activities. From 
DCMA's perspective, offerors should be given the opportunity to remediate their proposal process 
after losses - if they are permanently precluded from participation they can't remediate. 
 
There are many types of companies that can be reasonably expected to submit a technically 
sufficient proposal for highly trained and qualified personnel where there is no objective evidence 
that the potential awardee of a sole source procurement (the long way to say "the SME the COTR 
wants") is the only qualified offeror. Specialty staffing agencies (e.g. ones that specialize in former 
military, cleared personnel, etc.) and large business contractors can be reasonably expected to 
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respond to SME RFQs. While I wouldn't suggest using LBs repeatedly for this purpose (as they may 
take exception to being used as a basis of comparison without award), staffing companies never get 
tired of sending over resumes. And if they do, use one of the other couple dozen staffing agencies 
that specialize in former military and cleared personnel.  
 
In either case, don't be afraid to use the evaluation criteria to weed out the unacceptable. With SME 
procurements, the customer has provided SOW requirements via suggestion of the personnel to be 
placed - use their resume to create RFQ qualifications and potentially evaluation criteria. It's one of 
the few times COTR emails help with procurement documentation. 

When are technical evaluations required? 
The threshold for performing technical evaluations varies by company - although I haven't personally 
see a threshold higher than $250K. I'd suggest at least $30K, as low as $10K for technical evaluations 
to apply to a procurement action. Given the restrictions on performance of technical evaluations 
(next up), a relatively low threshold shouldn't be too difficult to implement. 
 
Technical evaluations are generally required in two (2) situations:  

(1) The sub bids portions of a solution not specified in the SOW; and/or  

(2) evaluation of portions of the technical proposal are outside the general technical knowledge and 
scope of a procurement professional. 
 
Common examples of the first situation come when an offeror bids hours and/or travel where those 
hours and/or travel were not specified in the SOW. Common examples of the second situation are 
resumes submitted for highly specialized LCATS (e.g. SME labor categories) and proposals including 
functional equivalents. 
 
As a more general rule, if a nontechnical person can effectively verify that the proposal successfully 
responds to the technical requirements of the RFQ without assistance, technical review is not 
required. In other words, if the buyer or SCA can't line the proposal up against the SOW and say 
"There's nothing else I have to know to evaluate pricing and make an award decision" then a 
technical evaluation is required. 
 
One last note - the Technical Evaluation requirement should always be N/A for Best Value / Technical 
Trade Off procurements, since when successfully documented "Best Value" procurements don't 
need an independent technical evaluation documented. 
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Negotiations 
General Considerations Regarding Negotiations 
 

• DFARS 252.244-7001(c)(11) states that contractors must negotiation IAW FAR 15.406-2 
• The DCMA CPSR Team will likely assert that you are “required” to attempt negotiation of any 

noncompetitive procurement. 
o This is not in the regulations. 
o The DFARS doesn’t apply a broad requirement to negotiate, you only must comply with 

what the regs say. 
o What do they say? 

The FAR 15.406 series describes the requirements for negotiation under federal procurements 
subject to TINA. FAR 15.406-1 states that when price analysis fails to determine proposed pricing fair 
and reasonable in whole or in part, the comparisons used during price analysis become the Pre-
Negotiation Objectives for the resulting negotiations. FAR 15.406-3 requires negotiations to end with 
a determination that the pricing proposed is fair and reasonable to the Government. As a result, per 
the FAR if the pricing was determined fair and reasonable during price analysis then negotiations are 
in fact optional. 

When documenting negotiations: 

• Use expedited / streamlined documentation for negotiations under the SAT; consider 
incorporating results in price analysis form. 

• Use a simple but separate format (Procurement Summary?) for documentation of 
negotiations between SAT and TINA 

• Use a formal Price Negotiation Memorandum (PNM) with elements that map to the 
requirements of FAR 15.406-3 for procurements exceeding $2M. 

• Document the negotiation of terms and conditions that affect cost or price in the PNM. 
These terms include: 
o Termination 
o SOW 
o Payment Terms 
o Warranties 
o Limitation of Liability 
o Intellectual Property (IP) Ownership 

Limitations on Pass-through Charges 

(Really) Quick Tips on Excessive Pass-through Compliance 
Be prepared to provide DCMA with a presentation regarding your processes for compliance with FAR 
52.215-22 (Excessive Pass-through reported during proposal phase) AND 52.215-23 (Excessive Pass-
through reported during performance). While DCMA does not conduct a file by file review of EPT 
compliance, as of FY2020 CPSR Teams are digging in a bit at the process level to determine 
compliance with these requirements.   
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Documentation 
(HISTORICAL) General Rule for File Documentation: The Less The Government Wants You 
To Do Something, The More Documentation Is Required To Do It. 
The farther a procurement strays from the Three Big C's of government procurements - Competition, 
Commercial Items and Constrictive Contract Types - the more documentation is required for a 
compliant file, the more public laws apply and the more opportunity for the file to create findings.  
 
This is fairly obvious from a 10,000 foot perspective - compare the thickness of a $9M competitively 
awarded FFP purchase order for commercial items to a $9M noncompetitive CPFF order for 
noncommercial services and you'll quickly see the difference. Also, if you were to track the findings 
on the first type of file to the second type of file during a CPSR you'd find a severe inverse ratio 
develop. 
 
Where this rule may not be as obvious is how DCMA and DCAA has been involved in effecting 
evolving government policy regarding management of contractor fraud, waste and abuse during 
contractor system audits and reviews. Two excellent examples of this negative reinforcement 
process can be seen in (a) the recent revision to FAR 52.244-2 which requires contractors without 
approved purchasing systems to provide Advance Notice and secure Consent prior to award of all 
Labor Hour, T&M and CR subcontracts of any value (the revision occurring in OCT 2010 after the 
2009 Senate subcommittee hearings on contractor fraud, waste and abuse in Iraq and Afghanistan); 
and (b) recently enhanced agency requirements regarding pre-award compliance for issuance of 
T&M, Labor Hour and CPFF subcontracts (these enhanced documentation requirements were also 
put into standardized practice during CPSRs late 2010 / early 2011).  
 
What's the result of this aggressive negative reinforcement? The documentation required to award 
an other than FFP subcontract was severely increased and DCMA and DCAA were empowered to cite 
contractors for both public law violations and additional findings for inadequate determinations of 
accounting system adequacy during CPSRs if contractors fail to meet these enhanced documentation 
requirements (remember both agencies could perform CPSRs when 52.244-2 was revised). 
 
So the same Other-Than-FFP documentation process that could lead to no more than a minor finding 
during a CPSR before OCT 2010 could fail the same system after OCT 2010 without any additional 
findings. Why did this happen?  
 
The logical explanation is that the Senate subcommittee decided that the irresponsible issuance of 
other than FFP subcontracts helped contribute to fraud waste and abuse via the misappropriation of 
risk in the supply chain. The issuance of these subcontracts could not be halted, but they could 
definitely be discouraged using the Unofficial General Rule for File Documentation. 
 
That's my theory, at least. 
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(HISTORICAL) A two-part answer to the ever-present Operations question on 
documentation: "Why do I have to do this useless paperwork that sits in a file and no one 
ever sees?" 
The first answer addresses the last misassumption: that files are "filed away" once the procurement 
is complete. That is, of course, silly. I make sure I leave requisitioner with two points.  
 
First, anticipate that any file with a total anticipated ceiling exceeding $250,000.00 CAN be reviewed 
by DCMA, and DCMA will read EVERY piece of paper in that file. 
 
Second - as a requisitioner your name is ALL OVER THAT FILE, from the definition of requirements to 
source selection to proposal evaluation. While DCMA may not hold you personally responsible for a 
bad file, you and/or your division manager may be held internally responsible for poor procurement 
decisions. All of those emails pushing back on procurement processes, refusing to complete forms 
and rushing paperwork through via threats, etc. - even if DCMA doesn't see them, someone has 
them and is ready to use them if blame comes their way for the failure. 
 
As far as actual documentation requirements, the explanation that seems to make sense to 
requisitioners - once a company gets put in the CPSR loop, DCMA expects for expenditures of federal 
funding to be documented sufficiently from a FAR and government administration perspective. That 
means two basic things: 
 
1. Every decision affecting cost, price or eventual contract performance must be documented. 
Documentation should include: (a) the decision being made; (b) criteria applicable to the evaluation 
being performed; (c) an explanation of analysis; and (d) the result. Even simple documents like 
Certificates of Current Cost or Pricing meet these basic requirements 
 
2. Complexity of documentation is directly proportional to (a) the subjectivity of the decision being 
made; and (b) the anticipated ceiling value of the procurement. A Price Analysis is longer and more 
complex than a certification, and a Price Analysis for a $2M noncompetitive service procurement is 
longer and more complicated than a price analysis of a $100K commercial item procurement. 
 
Generally speaking, if a company follows those rules across the enterprise it's tough to fail a CPSR. 

Problems with Source Justifications and Price Analyses?  
Have you checked your forms for "look and feel" and usability? 

By far the biggest two findings for companies going through the CPSR process, inadequate 
source justifications and price analyses seem to plague even the most developed purchasing 
systems. The usual remediation steps - training and increased internal pre-award review - are no 
doubt effective, but it's my opinion that too few companies go to the source of many analysis 
issues: the forms used to document the evaluation. 
 
Clean, easy to use forms increase compliance. Simple. The harder you make a task (the more 
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confusing/obtuse/overly complicated the form), the greater the chance of mistakes when 
performing the task. Lack of understanding and frustration breed mistakes, especially on tight 
deadlines with multiple interested parties applying pressure from all sides. At the end of the day, 
if your forms aren't helping they're hurting. 
 
So what makes a good form? Here are some tips for reviewing the effectiveness of your forms: 
 
1. Weight Doesn't Equal Compliance. Long forms don't impress auditors unless they contain a lot 
of useful information. Forms that are needlessly long or unnecessarily complicated may actually 
irritate the auditor (remember, they have to look at those things over and over for two weeks 
straight!). A clue that forms are too long and convoluted - people aren't finishing them. When a 
source justification with 10+ narrative blocks comes back repeatedly with "N/A" in 8 of them, it 
may be time to look at revising that form. 
 
2. Don't Make People Write What They Can Check Off. Checklists, checklists, checklists. Use 
them! Source Justifications, Price Analyses, Other-Than-FFP Memos, Commercial Item 
Determinations, Award Summaries - these forms should be at least 50-50 checklist/narrative. 
 
3. Include Directions in the Form. Work Instructions are great, but people who are in a rush 
and/or new to a form appreciate inline instructions (especially for narrative requirements). I like 
to include italicized parentheticals after narrative requests to direct the analyst towards the 
specific topics that need to be covered in their write-up.  
 
4. Make the Form (Relatively) Pretty. Ugly is depressing, isn't it? Contrary to popular belief, files 
and forms don't have to be dreadful to look at. Does your form look like it was created in 1992? 
WAS your form actually created in 1992? Jazz it up. Use a version of Microsoft Word made after 
1996! Throw in some color! Use graphics! There are many opportunities to enhance the user 
experience during analysis. Making the forms graphically pleasant will help both the users of the 
form and the people charged with reviewing them.  

The Sneaky Pitfalls of Reps and Certs 
Reps and Certs simultaneously document compliance with dozens of regulatory requirements and 
several public laws including: CAS (cert requirement); Debarment (checking that "is not" box is the 
first part of the two part debarment documentation requirement); Anti-Lobbying Act; and Small 
Business status (exempting small sub from both small business subcontracting plan and CAS 
compliance). 
 
The good part about Reps and Certs is they are a one-tab-stop for regulatory compliance. The bad 
part is failure to obtain valid (fully completed and effective as of the date of subcontract award) Reps 
and Certs will lead to several significant CPSR findings, including CAS; SBSP; Anti-Lobbying Act, 
Debarment; File Documentation; and Training. You may also get a finding of failure of your internal 
audit program to find the missing documents [remember internal audit is required by DFARS 
252.244-7001(c)(18)]. You can also be found for not complying with requirements for Other Than SB 
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Documentation (no cert that the sub is small and DCMA reviews the file as if they are large) and lack 
of compliance with Affirmative Action and Previous Contract Compliance certs (at $10K). 
 
With that may potential findings, Reps and Certs are REALLY important! Here are some tips regarding 
Reps and Certs (R&C) compliance: 
 
1. Centralized storage: While centralized storage of R&C may seem like a time and space saver, it 
does technically run counter to the DCMA mantra "The file should tell the story of the procurement." 
This may seem a trifling issue, but remember that DCMA is not required to review any procurement 
documentation not included in the file. As a result it's important that files with values at or exceeding 
$30K include R&C to avoid public law findings. 
 
2. ORCA (via sam.gov) vs. Contractor R&C: Contractor R&C are preferred for two main reasons. First, 
because ORCA is a cert to the government, subs are under no obligation to report changes in their 
status (debarment, size, etc.) upon occurrence to the prime. Second, during small business audits, 
SBA and DCMA require a SIGNED cert of SB status if those subs are reported in ISRs and SSRs. Getting 
your version of R&C signed is definitely in your company's best interest. 
 
That being said, DCMA does accept ORCA as meeting the R&C requirement. However, if your 
company is using ORCA and you are a large business know that there is one significant compliance 
hole left open during your next SBA audit. There are two general ways to address this issue and still 
use ORCA: (1) incorporate ORCA by reference into your R&C which your sub then executes; or (2) 
provide SB subs with a one page checklist for their size status disclosure and signature.  
 
If you use ORCA, make sure you "open all the links" (size status for all applicable NAICS codes are 
"hidden" in the small business link, etc.) and print out a copy that includes the date of download. If 
DCMA cannot see required info, or cannot verify that the reps were downloaded and reviewed prior 
to award, then findings will likely result. 
 
3. Check the checkboxes: Make sure the subs check all the boxes! If a sub misses a box, and that box 
aligns with a public law requirement (debarment is the usual suspect here), then even if the Reps and 
Certs are executed public law findings could still be available. 
 
4. Watch out for lapsed R&C in ID/IQ files. If there is a release under an aged ID/IQ subcontract in 
your data call, DCMA can and will request that ID/IQ file as part of their review. So make sure the 
ID/IQ file includes R&C that cover the entire ID/IQ POP prior to DCMA review. If there is a timeline 
hole (e.g. OY1 R&C expire and new R&C aren't obtained until OY3) findings could apply to DCMA's 
review of that file. 

Creating "Attractive" System Output 
Have you ever asked yourself - are my files pretty? 
 
That's a serious question! There seems to be an industry-wide perception that "ugly equals serious" - 
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the less aesthetically attractive and paper-thick a file is, the more serious a reviewer will take. 
Nothing could be farther from the truth. In fact, the uglier and more convoluted a file structure is, 
the more likely it is that your system will suffer for it.  
 
How? Partly because the harder it is to find documentation in a file, the more likely your reviewer is 
to miss it completely. Also, reviewers are people too. If a reviewer knows that their 2 weeks onsite 
will be spent with confusing files, they'll be MUCH less likely to cut you breaks when there's an "on 
the fence" determination to be made. 
 
Here are 4 quick tips for structuring your system output: 
 
1. Standardize Your File Structure. DCMA doesn't care that so-and-so in this division wants their files 
THIS way and so-and-so in that division wants their files THAT way. A failure to standardize can be 
interpreted as a weakness in the autonomy of the procurement function. Short term it's also REALLY 
annoying dealing with disparate structures as a reviewer when you're trying to bring efficiency to a 
short-time-frame file review task. Like a CPSR. 
 
2. Pick A Logical Conceptual Structure. I don't mean to be dismissive of how companies may organize 
files, but from a reviewer’s perspective there are really only two inherently logical methods (e.g. 
methods that don't require “outside the file” explanation) for file organization - thematic & 
chronological. Thematic structure puts the award summary and order first then groups everything 
else by document type (evaluative documentation, public law, etc.). Chronological organization also 
begins with a summary then orders documentation from requisition through post-award compliance. 
Illogical file structures can slow reviews and add to reviewer frustration. Don't make them memorize 
your checklist to find a document. 
 
3. Award Summaries! Here's why you should strongly consider using Award Summaries: a sample 
order of operations for a standard file review would: (a) Determine Ceiling Value; (b) Determine 
Award Date; (c) Determine Commerciality; (d) Determine Competitive Nature of Procurement; (e) 
Determine Business Size of the sub; (f) Determine Contract Type; then (g) Evaluate file 
documentation for sufficiency. If you're making a reviewer go through all relevant documentation to 
make those important initial determinations (as many as 5 different documents) prior to file 
evaluation, you're making unnecessary work for the reviewer. Now say it takes the reviewer (some of 
whom are VERY new) 5 minutes to review and record the information in those documents (SSJ, Price 
Analysis, Commerciality Determination, Reps and Certs, Original Order) per file - over 70 files 
reviewed that's almost 6 hours. An award summary is pre-documented record of that information. If 
it take a minute to read and reference the summary during review you've just shaved more than 4 
hours out of their overall review time. That's a tangible benefit you can provide without violating any 
gift rules! 
 
When should you use award summaries? Definitely $250K+. In general, try to summarize at least half 
of the files in your potential review universe. 
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4. Sub-Tab. Once you break your file documentation into sections, make sure you sub-tab specific 
documentation. Don't trust your reviewer to sift through all that paperwork to find a one page 
document buried in the middle. Many reviewers will look through the documentation a couple of 
times and if the document isn't found the file gets written up. If it's important documentation (like a 
TINA cert) that could mean serious public law findings. Especially if you can't find it either! 

Going Paperless 
Many contractors use paper files because of a singular concern: DCMA "walking around" in their file 
rooms during a CPSR, even though e-files make sense from policy and performance perspective. Not 
only are contractors required to maintain a policy on Electronic Procurement Methods which state 
contractors will use electronic means whenever practicable to eliminate waste and increase 
efficiency, but a contractor trying to document compliance with DFARS 252.244-
7001(c)(18)(requiring an internal review program) with paper files maintained in remote offices will 
be frustrated during and after their CPSR trying to provide evidence of compliance with paper files. 
I’d like to talk about going paperless and provide some considerations to incorporate into your 
paperless process. 
 
File formats: Files can be stored as a single merged document in checklist order or as documents in 
separate folders set as file tabs. Either is acceptable, however I would not suggest keeping merged 
subcontract files. Consider mixing these two methods. Files for commercial item POs are much 
"slimmer" which makes sense as a merged file. For noncommercial subcontracts, with so many 
potential "moving parts," separating out documentation to facilitate efficient reviews is a good 
approach.  
 
DCMA in your e-file room: Many contractors are concerned with DCMA "touring" their e-file room 
without oversight. Let me first say that you are never "in control" when the government is onsite. 
DCMA can tour your file room anytime they want, paper or paperless. Keep in mind, though, that 
DCMA TAKES THEIR TIME reviewing files. I've seen a team of 3 take 8 days to review 79 files. If they 
get too far "off book" and take long strolls outside the data call request, they still have file quotas to 
maintain (DCMA is much stricter about following the file review algorithm). Which is why DCMA 
doesn't usually take long walks through file rooms anymore! 
 
DCMA will review any electronic systems used for purchasing system compliance to ensure the 
existence of standardized mechanisms to track activity within the system. This is not a license to 
perform a "fishing expedition." And they can always go fishing - and paper file fishing can be scary.  
 
What if DCMA asks for 20 more paper files from a remote location during a CPSR? How can you get 
them in time? Are you comfortable handing them over when they arrive? Even if you maintain e-
files, you will still provide DCMA with requested files set aside for review per their request (thumb 
drive, CD-ROM, etc. is usually used). They don’t typically pull files from your file room, especially if 
you have a chronological numbering system which mixes direct and indirect orders. 
 
Keep the e-files organized and neat. No extra documents. Centralize files in one directory and limit 
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DCMA access to that directory while onsite. Be ready for an additional request for files during a CPSR. 
It’s happened in 3 of the last 4 CPSRs for which I’ve provided support. Additional remote files may be 
requested during your review; paper files can provide a false sense of security. Do you think DCMA 
won’t ask for more files from remote locations because it’s hard for you to get those files and you’re 
not sure if they’re compliant? Or are those affirmative reasons for them to ask for those files during a 
CPSR to perform a pop quiz on system adequacy? 
 
Emails: Cut and Convert. Cut emails out of files that do not meet a specific documentary 
requirement. Then sever/cut any discussions that are not pertinent to the requirement. You are not 
required to provide the entire string! 
 
Convert the email to .pdf. Don't assume DCMA brings Outlook on their laptops. If they can't read the 
email, they won't count it during their review. 

The Illusion of Weight 

Many contractors hold an assumption about manuals and files dear and true - the bigger the better! 
The reasoning for this assumption is that weight is impressive to reviewers. In other words, the more 
time spent and trees killed to make a point or build a file, the more your company cares about the 
underlying requirements.  
 
This weight, the theory goes, will surely impress DCMA. Or, better yet, they will be overwhelmed by 
the sheer volume of the undertaking, throw the flag and pass the system out of simple respect. 
 
I would like to discount this theory and provide some potential solutions for leaning out your 
documentation. 
 
First to discount - (1) DCMA will definitely read EVERYTHING you put in front of them. They will call in 
extra hands to help with the review. If DCMA is not available with surge support, DCAA will 
DEFINITELY volunteer to help out with file review. Large files can actually attract additional scrutiny 
from outside agencies quickly. (2) The lettuce used to fluff up files - emails, NDAs, random certs and 
Teaming Agreements mostly - are death traps of potential findings for reviewers. In particular, 
unreviewed email strings and TAs executed prior to requisition should never be included in files. (3) 
When extensive documentation is unnecessary, presenting a large file is suspicious. When I am 
presented with a 200 page file for a commercial item acquisition under the SAP, I am immediately 
suspicious of the documentation as a reviewer. Why did it take so long to explain a simple 
transaction? What makes the buyer so nervous that they spent THIS much time on the file? 
 
Manuals track along the same trajectory. Inserting unnecessary policies distracts and confuses 
reviewers. Including forms and templates in your manual means that (a) if the form is not present in 
the file for the intended purpose, a finding results; and (b) major changes to that form post-CPSR 
may have to be approved by DCMA prior to implementation. Over-engineering a process through 
lengthy policy discussion could handcuff procurement professionals (and result in unneeded findings 
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if the process is not followed during a procurement). 
 
For files, keep in mind that simple transactions (the ones where you do what the FAR wants - 
procuring commercial items on a competitive FFP basis from small businesses) your file SHOULD be 
slim and lean. For bigger more complex procurements, work on condensing documentation to 
reduce reviewer "hunt time." Provide summary matrices in price analyses; condense reference 
material for source justifications; explain issues in the Award Summary rather than wait for a 
question during a CPSR. The faster a reviewer can make a determination about your system 
adequacy, the better. 
 
For manuals, make sure your policies are not needlessly complex or intricate. Keep it relatively high 
level with explanations of the policy and FAR DFARS references; applicability and thresholds; 
procedure; exceptions; list of resulting documentation. This is the "what" of the system. Move the 
"how" (workflows; particular forms and templates; process maps, etc.) to work instructions. Those 
work instructions do not have to be provided to DCMA during a CPSR, which means they stay out of 
the audit universe and can be manipulated, updated and revised at any time (in simple accordance 
with any other internal certifications your company maintains - ISO, etc.). Finally, make sure your 
policy doesn't make promises your system can't keep. In particular, look over your SSJ, PA and TINA 
policies. Make sure you're not cheating yourself out of competition or easy documentation outs, and 
don't make yourself perform cost analysis! 

Providing Electronic Files During a CPSR 
Here are some rules and considerations when providing DCMA with electronic files: 

1. Assume the analysts will have laptops in various states of repair and update. If your site requires any 
specific software (java, etc) or browser for access, make sure DCMA knows that before they come in. 

2. Government laptops are fairly locked down when it comes to accepting downloads. Make sure the 
analysts understand, if applicable, that they will be accessing files from a third party site like Sharepoint, 
etc. 

3. DCMA cannot accept USBs at any point. If you want to provide files in a stand-alone medium, CD-ROM 
is the only thing they can accept. 

4. Test accessibility to sites behind your firewall with non-native laptops before DCMA arrives. 

5. Be prepared to provide laptops or desktops that allow DCMA to access files if needed. 

6. Have a dedicated IT rep on standby for any issues. If they do come up, don't let them trail as their time 
is obviously very limited. 

7. Limiting access to specific files is a good approach in general; if it's not possible make sure you track all 
findings and ensure they map to files actually in the data call. 

8. While it's an option, DCMA doesn't usually want files to review in the non-native format. In other words 
- used to be that DCMA would actually ask you to print out electronic files into paper for review. Now, 
DCMA might push back if you present paper when electronic is the native format. 
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To Memo or Not to Memo 
THAT is the question! 

Many consultants (and the companies that hire them) go forward with one clear and predominant 
message - over-documentation is better under-documentation. A fat file is better than a skinny file 
Flood them with enough paperwork and you might luck out and have the auditor throw up their 
hands in defeat! 
 
If you read my posts in this group, you'll already know my stance on this approach (hint - it's not 
good!). So what about all the memos you have in your files? The exception and "mea culpa" memos 
you defer to during remediation to let DCMA know you're working on the fixes ... those have to be 
worthwhile, right? 
 
Well ... it depends. Here's my take on two popular procurement file memo types: 
 
Mea Culpa Memos - these are the memos that contractors feel as if they HAVE to put in a file when 
they have a potential noncompliance: "Gee DCMA, we're sorry we missed TINA on this one, but we 
promise we'll do better next time!" Two big problems with these memos - they are poorly timed and 
often lack sufficient detail to make them useful. DCMA generally wants to know: Why did you miss 
TINA? What remedial action was taken? What are the guarantees this will never happen again? If you 
reduce these to memorandum format in the file prior to your CPSR (a) you've committed to them (b) 
without DCMA approval or knowledge that those remediative steps were adequate.  
 
The best times to discuss noncompliance with DCMA are (in chronological order): (1) live and in 
person with your team during the daily 3pm meetings; (2) With the team and your ACO during the 
out-brief; and (3) During the Report and Response phase. These should be conversations, not memos 
to file. Conversations are temporary and can be revised in the moment - memos are forever and 
must be removed to be changed. 
 
The BIGGER problem with these memos is - they guarantee your company findings during a CPSR. 
What are the chances a reviewer misses an episode of TINA noncompliance? Without a neon arrow 
pointing it out - who knows. With the magic neon arrow of a memo? 0%. And if you plead "No 
Contest" in your file documentation you've severely limited your wiggle room during the response 
phase of the review.  
 
Exception Memos: In general, reviewers don't need a memo describing an exception to public law 
compliance - they know what laws apply by seeing the value of the file; the contract type awarded; 
the DPAS rating applicable; the results of price analysis and the size of the sub. As a reviewer, I 
REALLY scrutinize exception memos. Is the company still using inapplicable exceptions to CAS 
(foreign subcontractors) TINA (no requirement to submit a cert at prime level) and Consent (T&M or 
LH award) in their memos? Then those files will be noncompliant and the memo was the cause! And 
my life as a reviewer just got easy - auditors pray for smoking guns that eliminate the need for them 
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to do ACTUAL work! And many companies make personnel work weekends to provide them! 
 
Back to the hypothetical reviewer - once they see the sub is a SB, do they need a memo explaining 
that the small business is exempt from CAS? Not really. Defer instead to a solid Award Summary to 
take the place of exemption memos. A good AS also provides the reviewer with a one stop shop to 
calibrate their expected findings. Never do in 5 documents what you could do in one! 

Checklist and Award Summaries 
In general, these documents are not for the benefit of the person maintaining the file - these 
documents are required to effectively and efficiently communicate file documentation at a glance to 
parties required to review the file on a post-award basis. As a result, I encourage everyone to 
seriously consider the following suggestions on these two documents as they come directly from the 
results of dozens of CPSRs (five of them occurring this calendar year).  
 
Before we begin - there should be no pride of authorship in documents written to fulfill government 
requirements. Please remember that your ego and/or "the way your company has always done it" 
are not anywhere near as important as the happiness and satisfaction of your review team. Now - on 
to suggestions!  
 
Checklists - these should operate as: (a) a list of tasks completed during the procurement activity; (b) 
a summary of the six primary elements of the procurement used to determine documentation 
requirements (Ceiling Value; Company Size; Contract Type; Competition; Commerciality; DPAS 
Rating); and (c) a chronological table of contents for the file.  
 
In the past I've allowed for two primary types of file organization - chronological and thematic. I'm 
revising that given comments received during recent CPSRs - chronological is the way to go. Any 
organization other than chronological must be learned during the review and therefore adds time 
(and frustration) to the review process. I strongly urge that you do not maintain file documentation 
in a way that might frustrate your review team! 
 
Award Summaries: There is some ambiguity out there regarding when an award summary is 
appropriate. As a reviewer, I expect to see (a) a checklist for all files exceeding $10K; and (b) an 
Award Summary at some point if it's a noncommercial and/or noncompetitive procurement 
exceeding the simplified acquisition threshold.  
 
As a reviewer (with a timeline for file review completion) I DEFINITELY want to see an Award 
Summary when public law requirements start stacking up. Please consider award summaries to 
replace any memorandums you think are required to explain a conspicuous lack of documentation 
(CAS not needed because award to SB; TINA compliance not required because prime was not 
required to submit cert of current cost or pricing with its proposal, etc.). Reviewers don't need a 
separate memo - they just need a valid explanation documented centrally in the file for ease of 
access. Arguably this more effectively and efficiently accomplished via Award Summary rather than 
one-by-one memos papering the file. 
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Hope these suggestions help lend some clarity and focus to your file structure! 

Acknowledgements v. Certifications v. Disclosures 
These three phases of execution get thrown around a bit in the public law space during CPSRs so 
I thought some clarity might be helpful. This list is provided in order or ascending formality and, 
not coincidentally, in reverse chronological order: 
 
Acknowledgement (DPAS): Dated informal (e.g. not signed) written acceptance. An 
acknowledgment does not bind the supplier. Think about receiving a package from Fed Ex - 
signing the form doesn't mean you have anything to do as a result, or even that you'll open the 
package. It just means you got it. Since there is nothing binding the supplier no signature is 
required to complete the acknowledgment process. Acknowledgments are obtained after 
subcontract award as the result of pre-determined compliance requirements. 
 
Certification (Debarment, Anti-Lobbying, TINA): Dated signature affirming a written statement 
without additional input. When you certify something, you're agreeing with the assertion 
presented to you in writing. There are only two available responses: execution or rejection. 
Certifications are obtained prior to subcontract award in accordance with pre-determined 
compliance requirements. 
 
Disclosure (CAS, Affirmative Action, Previous Contract Compliance, Business Classification, 
Business System Status): Dated and signed response to an official request for information. A 
disclosure, unlike a certification, requires the supplier to provide information prior to finalization 
and execution. Disclosures are obtained prior to proposal evaluation to determine compliance 
requirements. 

The Theory of Documentation Relativity - When is a file "good enough" for review? 
You can spend hours on a price analysis for a $50K labor/ODC procurement and not be 100% happy 
with the results. When I was in-house I went back and forth with Operations on source justifications 
for relatively small procurements. Given the subjectivity of several documentary requirements, and 
the limited hours in a day, it can be challenging knowing when "enough is enough."  
 
In response to this issue I have a Theory of Documentation Relativity. it is too cute by a half, but 
hopefully it's helpful: 
 
The formula for this Theory of Documentation Relativity is D=NC2 (like I said, too cute by a half). It 
stands for the proposition that the threshold considerations for determining compliant 
(D)ocumentation is directly proportional (=) to three variables: the (N)oncompetitive nature of the 
procurement multiplied by the procurement's (C)eiling value and (C) ommerciality. 
 
Competitive commercial item purchases (even from LBs) can be compliantly documented in a two 
sided manila folder at almost any value - it's exempt from many otherwise applicable public laws, 
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doesn't require any source selection documentation other than a bid list and the price analysis is a 
bid matrix capturing the lowest price and/or best value score card results. 
 
Contrast that with a noncompetitive noncommercial procurement (likely for services meaning an 
Other-Than-FFP contract 95 times out of 100), which will require almost every piece of compliance 
documentation available at each threshold (minus foreign subcontractor reporting and Make-or-Buy 
Plan documentation, which are situational requirements). 
 
In short, the farther you stray from what the government wants (competition, commerciality, FFP) 
the more time you have to spend explaining why going the other way is in the government's best 
interest. 
 
A last big thing to remember - if you're in a time crunch and prepping for an upcoming review, focus 
on bulletproof documentation for files over $500K as it's a more or less guarantee that DCMA will 
see every file in this range awarded during the data call period. As you slide down the list ordered 
biggest to smallest DCMA begins a random sampling process that pulls some, but not all, files from 
lower dollar value ranges for review. This means that if you have documentary issues in files over 
$500K they will have a big spotlight on them in the first several days of your review. You've got a 
shooter's chance of avoiding review of lower dollar value files via DCMA's "luck of the draw" random 
selection process.  
 
This is not to say you should de-emphasize compliance at lower dollar values - it just means (a) don't 
start at the bottom when beginning CPSR prep; and (b) the lower the dollar value of the file, the less 
chance an isolated slip-up could ramp into a significant deficiency. DCMA expects tight control on 
high dollar value procurements at all times. Mistakes happen, but DCMA definitely prefers for those 
mistakes to happen at the light end of your workload. 
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Training 
CPSR "Outside the File" Questions – Training 
The CPSR team lead for one of my clients starting their CPSR on December 1st (we have two) was 
provided with all 11 questions DCMA is required to ask "outside the file" during a CPSR so they can 
answer prior to commencement of the review (a very unorthodox approach to be sure). I thought it 
would be helpful to forum members to "get a jump" on CPSR questions, so ... here are the questions 
DCMA must answer regarding your Training policy during your CPSR.  
 
How will YOU answer these questions during your review? 
 
1. How often is procurement and acquisition training provided by your company (quarterly, monthly, 
yearly, etc.)? New employee training offered? 
 
2. Is it delivered by in-house personnel or contracted by an outside entity? 
 
3. What are some of the topics that are covered? 
 
4. Who is the cognitive person in charge of staying abreast of FAR and DFARS updates, changes? How 
are these changes flowed down to the buyers? 
 
5. Is FAR and DFARS specific training offered to buyers? 
 
6. When changes are made to company policies and procedures, are you informed in a timely 
manner? Who informs you of these changes? 
 
7. Are policies and procedures maintained electronically, manually, or both?  
 
8. Is employee training accomplishments documented and maintained? If so, by whom and where? 
 
9. Do you feel as though you are adequately trained and possess the necessary tools to perform your 
job effectively? If you were the manager, what training would you send yourself to? 
 
10. Are there employee development plans in place? 
 
11. Do you require and certifications to perform your work? 

  



77 | P a g e  
 

Internal Review/Self-Audit 
Internal Reviews: Pre- vs. Post Award Reviews, The Benefits of Peer and "Compliance" 
reviews 
Pre vs. Post-Award Review - in general, internal review has two main functions: (1) assurance that 
files are complete and compliantly maintained; and (2) identification of areas of improvement that 
can be addressed via training, template development, process revision etc. Post-Award Reviews 
accomplish (2) but aren't much help with (1). Pre-Award Reviews cover both bases, but can be 
cumbersome and something of a bottleneck when orders are being pushed out the door.  
 
Is there a happy medium? There can be. Consider some of these suggestions for the implementation 
of effective pre-award reviews: 
 
1. During the requisition phase, get manager level eyes on all determinations of commerciality and 
sole source justifications for orders exceeding $250K. If there are problems with either of these 
documents, make sure they are addressed before the RFQs go out as prior-to-award reviews that 
catch issues with these two documents result in significant "unwinding" of the procurement activity 
and lots of frustration on all sides. Competitive procurements at any level can receive much less 
focus during this phase of the review process.  
 
2. Consider a tiered approach pre-award reviews:  
 
(a) All noncommercial noncompetitive procurements exceeding $500K should be reviewed prior to 
award (the "treasure trove" of purchasing system approval-killing public law finding occur at this 
level AND you know going in DCMA will review every one of these files during a CPSR);  
 
(b) Awards subject to Advance Notice and Consent requirements should receive at least a public law 
(EPLS, Reps and Certs, etc.) and cost control (price analysis and adequacy of accounting system) 
check prior to award; and  
 
(c) Random spot checks of awards that are either commercial or below the simplified acquisition 
threshold (1 out of every 5 or 10 can work depending on your purchasing system volume) will keep 
the "fear of audit" in the minds of procurement and operational professionals without breaking the 
bandwidth of your internal review function. 
 
3. When a review is required, it should be part of the "signature packet" given to the person 
executing the award.  
 
Peer Review vs. "Compliance" Reviews - I am a big proponent of the peer review process. Putting 
procurement professionals in the compliance seat has two huge returns. First, the procurement 
professional is able to consider documentation quality and requirements from a third party 
perspective which allows them to focus on the "how" instead of the "why." Second is something that 
a past instructor of mine was fond of saying: "You can't claim mastery of a task until your students do 
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it better than you." By forcing procurement professionals to explain their issues with documents they 
learn a lot about how they do things and how people view their work. It can be a bracing experience 
when you correct someone for doing something you do all the time. 
 
That being said, reviews by a compliance function (i.e. a department of set of individuals not charged 
with day-to-day administration of procurement activities) has many, many benefits - the main one 
being that the "disinterested eye" tends to see things more clearly, or at least from a different angle, 
than an interested one. Approval of an activity by an educated party with nothing to gain from 
approval of that activity is maybe the most reliable check available within an internal review process. 

General Considerations for Internal Review Processes 
I'd like to start the sequence on internal review processes with some top level considerations, then 
deep dive into issues including components of an effective internal review process; development of 
internal review teams; and the effective processing of internal review results. 
 
What is the Regulatory Basis for Internal Review Process Requirements? 
DFARS 252.244-7001, CONTRACTOR PURCHASING SYSTEM ADMINISTRATION (JUNE 2012) provides 
the 24 required elements of an approved purchasing system. Failure to adequately address one of 
these 24 elements can lead to purchasing system failure during a CPSR. DFARS 252.244-7001(c)(18) 
requires approved purchasing systems to maintain an active internal review process and ongoing 
training on issues within the federal supply chain.  
 
What Files Should Be Reviewed? 
At a minimum, subcontracts and purchase orders subject to review during a CPSR should be included 
in the internal review process. This excludes orders issued under competitive firm fixed price 
contracts, commercial contracts and any contract(s) not issued by the federal government. 
Intercompany Work Order (IWOs) and certain types of consulting agreements (with individuals or 
sole proprietors who work under the direct supervision of the contractor) are also excluded from 
DCMA review during a CPSR. 
 
How Many Files Should Be Reviewed? 
Because DCMA will review all subcontracts/POs exceeding $500K in total value and a majority of 
subcontracts/POs with a total value between $100-500K, I suggest (at the least) including all files 
with a total value exceeding $100K in the internal review process. In particular, I would suggest 
mandatory pre-award review of all noncommercial subcontracts with a total value exceeding $650K 
as those agreements tend to be the "treasure trove" of public law findings. In addition, I suggest that 
any files subject to advance notice and consent requirements (for contractors without an approved 
purchasing system that includes LH, T&M and CR type subcontracts/order of any value) are included 
in the internal review process on at least a "spot audit" basis. 
 
What Happens If I Don't Have an Internal Review Process Prior to CPSR? 
You will receive a finding of deficiency. The severity of this finding will likely be directly proportional 
to the number and severity of other deficiencies cited during the review. If the system is operating 
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with multiple significant deficiencies, the lack of an internal review process and formal controls could 
grow to the level of significant deficiency, but generally "lack of formal internal audit/review process" 
is not a significant deficiency. 
 
My CPSR Data Call Requires Me To Provide The Results of Internal Audits. Do I Have To? 
It depends. DCMA requires submission of the results of formal internal audits of the contractor's 
purchasing system. The key term is "formal" - submission of draft internal audit results to DCMA is 
not required. If an external consultant is performing a first-time CPSR, request that he or she provide 
that report with a "DRAFT" watermark. 
 
Here's the caveat - if you have no internal audit results to share with DCMA, then you have not 
shown evidence of a formal internal review process and you will get a finding. We'll talk more about 
the strategy and issues surrounding submission of internal review results to DCMA prior to a CPSR in 
a future post. Because of the sensitivity of this issue to many contractors and their counsels, it'll likely 
get its own post. 
 

Internal Reviews - What To Do With "Bad" Findings 
One of the biggest questions I get from contractors considering implementation of an internal review 
process is: "What happens when we have bad findings?" The follow-up question is often "Do we 
HAVE to tell DCMA about the bad findings?" 
 
Here's one of the big things contractors have to get comfortable with when implementing internal 
reviews - if bad stuff isn't found, the reviews are probably not effective for their intended purpose. 
 
This isn't to say "bad files" (files with significant findings) are inevitable. In fact, a truly effective 
internal review process churns out files that are substantially compliant with CPSR requirements and 
100% compliant with applicable public laws. 
 
With pre-award reviews, a best practice is to maintain the reviews in a "chain of custody" format that 
shows both original findings and remediations made prior to award. These findings should be charted 
for both enterprise areas of weakness and personal training needs among personnel. The resulting 
enterprise corrective actions come two categories: (1) New or revised policies and procedures to 
address system deficiencies; and/or (2) Training. If the process is "broken" both categories apply; if 
the findings are the result of individual issues, training is likely the only fix needed. 
 
With post-award reviews, enterprise corrective actions include the two categories above as well as 
two additional potential categories: (3) Additional documents/memos to fortify the file or files 
affected by the internal inconsistencies; and (4) Development of disclosure strategies for the 
inconsistency (this last one will be covered in the next post on this topic). 
 
All of these categories of enterprise review responses have one big thing in common - they actively 
address results of the internal review. The answer to the Big Question - "What do I do with 'bad' 
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findings?" - is pretty easy: Use Them! An effective internal review process doesn't just track issues, it 
processes those issues into useful tools for system fixes. Here are some ideas on what to do with 
review findings: 
 
1. Publish Them! Share enterprise metrics with the procurement, BD and Operations departments. 
"We need to do better with competition" isn't nearly as useful a statement as "Last quarter we had 
9% competition. I don't need to tell you that's bad. Let's talk about ways to fix the issue." 
 
2. Incorporate the Findings into the Training Curriculum. If public laws are being followed but price 
analysis is suffering, training dollars may be better spent on price analysis training rather than 
additional courses on CAS compliance. 
 
3. Use Findings to Support Compliance Initiatives. Something I found when talking with finance 
people - they like numbers. In the same vein as (1), saying "I need money for CPSR prep" or "I need 
more staff" isn't as engaging as "We had 52 files with significant findings and a lead time average of 
28 hours last month - we need more bandwidth in Subcontracts if management is really wants to 
pass the upcoming review." 
 
4. Review Results Document "I Told You So." Executive management can't do anything about a 
problem until they know specifics. And executives are right to blame procurement if a CPSR is the 
first time they hear about an issue. Clear communication is not only required for system upkeep, it's 
great for CYA purposes. 

Disclosing Internal Review Results to DCMA During a CPSR 
In the first post of this series I mentioned that only formal audit results must be provided to DCMA 
during the CPSR data call period. The definition of "formal audit" is actually up for some 
interpretation. For example, a fairly rigid definition of "formal audit" could still exclude routine 
internal review tools like peer reviews from disclosure. Taken to a logical extreme of legal 
interpretation, a series of reviews by an “interested” internal party that are not consolidated into a 
formal summary report with metrics and findings could fair to meet the definition of "formal audit" 
set by many a counsel. Along with that exclusion, external audits that are not formalized (i.e. left in 
"Draft" format) are also excluded from many counsels’ definition of "formal audit.” 
 
In fact, you can compliantly organize your system so that DCMA never actually sees the results of 
internal reviews. As Director of Compliance for a pretty big ($750-900M/yr) government contractor I 
stood up an internal review system that performed pre-award reviews of all files with a total 
anticipated value exceeding $100K and spot review (1 in 10) of files between $10K-$100K. This audit 
approach was not only reviewed and approved by DCMA, it was one of the biggest factors leading to 
that purchasing system's initial approval. But because of how the system was set up in relation to the 
company's definition "formal audit" and the information provided proactively to DCMA via detailed 
quarterly reports, DCMA not only never saw an internal review they never asked for one. 
 
So why bother disclosing audit results to DCMA at all? Actually, there are two big reasons that could 
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be key to your purchasing system’s approval during a CPSR:  
 
1. Internal audits are required for purchasing system approval in accordance with DFARS 252.242-
7001(c)(18). A lack of significant findings is often presumed evidence of an adequate internal review 
process. But if your purchasing system has significant findings, and DCMA is not presented with 
evidence that these findings are being addressed, you’ve failed to present adequate evidence of an 
effective internal review process. 
 
2. If the main purpose of providing internal review results is establishing evidence of an effective 
review process then a fantastic side effect of disclosure is its potentially huge influence on how 
DCMA conducts your CPSR. One of the things I tell clients over and over: If you know you have a 
problem area, disclose and discuss during your CPSR before DCMA finds it. Disclosure and discussion 
(especially on the first day during in-briefing and the First File Walkthrough) can quickly turn a 
significant finding into a minor one as the problem, exploration of the causes and the solutions being 
implemented are discussed real-time with the review team. Also, a lack of disclosure can appear as 
ignorance. And the only thing worse than a system malfunction is ignorance of that malfunction by 
those maintaining the system. From a reviewer’s perspective a lack of sufficient institutional system 
controls is one of the core findings that can guarantee CPSR failure. 
 
In the end, the only truly “bad” internal review finding is one that’s ignored. Contractors have no 
reason to fear disclosures resulting from internal reviews if the underlying review process is working 
effectively and efficiently. Bad things happen to good systems; it’s how the “bad” is processed that 
really counts during a CPSR. 

When Should You Provide DCMA with Internal Purchasing Review/Audit Results? 
In their final formal request before your scheduled CPSR, DCMA will request the results of any final 
internal audits performed on your purchasing system during the data call period. The current trend 
in the industry is to develop a definition of "Internal Audit" that allows "mock" CPSRs to be withheld 
from DCMA under a variety of legal theories.  
 
The prevailing withhold theory incorporates the idea that "draft" reviews and audits (reviews that 
aren't "final") are withholdable - so the theory requires that all reports be delivered and maintained 
in draft format so DCMA can't see them. DCMA is currently okay with this approach, so contractors 
use it and nod to each other with a "We got out of THAT one!" wink. 
 
But are you doing yourself any favors by withholding review results from DCMA before your CPSR? In 
all but one situation, I would argue that contractors do much more harm to their system status than 
good by withholding internal review results. Why should you share review results? A few reasons: 
 
Evidence of DFARS 252.244.7001 Compliance: (c)(18) requires contractors to perform internal 
reviews to maintain the integrity of their purchasing system. If you don't provide results, DCMA has 
no evidence of your compliance with this requirement. 
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Transparency: this is the trend, isn't it? DCMA expects that compliance with DFARS 252.244-
7001(c)(18) will result in reports and metrics that can be accessed by the government (think 52.215-
2 concept without sharp teeth). 
 
Strategy: Consider two situations. In the first, the reviewers find issues in files that were not 
disclosed during the data call request process and require clarification during the live review or a 
finding of noncompliance results (keeping in mind that reviewers are not required to request 
clarification prior to issuing a finding and incorporating that finding in their final report). In the 
second, the reviewer knows every file issue before the review begins and has information regarding 
completed and ongoing remediative efforts in place for each such issue. Which CPSR situation 
sounds more likely to result in purchasing system approval? 
 
There is one situation in which I would suggest not disclosing internal review findings: when the 
mock CPSR was conducted too soon before the DCMA CPSR to result in meaningful remediative 
action. Contractors have all sorts of team names with colors, animals, precious metal types for these 
efforts. I just call them Winston Wolf jobs. You may remember the Winston Wolf character from Pulp 
Fiction - the "cleaner" who comes in at the end of the movie to remove evidence of a murder from a 
car? No one hires Mr. Wolf to detail their ride before a date - he gets called when a car full of blood 
and brains needs to make it to a trash compactor without incident. 
 
When a contractor who lets the clock run only has the option of bringing in a Mr. Wolf to "sop up the 
messy stuff" before DCMA comes onsite, I believe it's acceptable to keep the report in "draft" and 
withhold from disclosure. In these situations, where the results are fresh and findings/potential 
remediation are not finalized, it's appropriate under almost any definition of "final audit" to keep 
that report in draft format. 
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Mandatory FAR/DFARS Flow Down Requirements/Terms and Conditions 
(HISTORICAL) What version of the FAR applies to your procurements?  
Let's talk about the Christian Doctrine! YAY! 

I get this question a bit so I thought I'd throw the following two overarching rules out for 
consideration: 
 
1. The version of a FAR or DFARS clause you follow for your procurements is not dependent on 
Contracting Officer inclusion of the most recent version of the FAR or DFARS in the prime contract via 
modification. 
 
2. FAR and DFARS clauses that are not subject to the Christian Doctrine must be modded into your 
prime contract for you to have to follow any version of them. 
 
On the first point - say you have a CO who insists on using an old Section I template that includes FAR 
Part 52.244-2 circa 2007. Does that mean you have to comply with those notice and consent 
requirements in 2015? The answer - nope. DCMA applies the regulatory requirements applicable at 
the time of order placement. Why? Because of the Christian Doctrine, don't you know!  
 
The Christian Doctrine can be summarized thusly - administrative mistakes on the part of the 
Contracting Officer cannot supersede Congressional intent when it comes to regulatory compliance. 
When this doctrine is applied to flowdowns, DCMA is charged to ignore CO errors and review in strict 
accordance with regulatory requirements. In other words - your CO can't say TINA applies at $550K 
because they feel like it if Congress officially changes their minds. 
 
On the second point - the Christian Doctrine (as applied in that case) held that if a regulation was 
clearly intended to apply to a contract that reg is read into the contract regardless of actual inclusion 
by the CO. Now take the converse of that holding - if the regulation DOES NOT CLEARLY APPLY TO A 
CONTRACT, then CO inclusion or deletion of the flowdown is presumptively binding on performance.  
 
Put another way - if the reg is written to clearly apply to the work being performed, the contractor 
must comply whether or not it was included in the prime contract. Which means that the regulation 
provides no discretion to the Contracting Officer regarding flowdown. Many key procurement 
regulations, including but not limited to 52.215-13, 52.219-9, 52.230-2 and 52.244-2, must be 
affirmatively flowed down to a contractor if compliance is required. Other procurement regs, 
particularly 52.210-1 (market research) and 52.244-5 (competition in subcontracting) are applied 
uniformly to contract performance via the Christian Doctrine. This means generally that a regulation 
that was not clearly required as applicable at the time of prime contract award need not be followed 
post-award unless and until the CO issues a mod that includes that reg in the contract. 
 
So: If the reg is in your contract then changes, you should follow the requirements applicable to your 
procurements at their moment in time regardless of administrative updates to your prime contact. If 
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the reg is new, you'll be required to follow only when that reg is added to your prime contract via 
mod. 

Terms and Conditions Reviews During CPSRs 
During your CPSR Data Call you'll be asked to provide several documents prior to the review. One of 
those sets of documents are your company's current terms and conditions that apply to direct 
procurements from your federal supply chain. Here we're talking about drop sheets for materials POs 
(see old posts on applying your terms to COTS item purchases) and terms applicable to service 
procurements (exempting out independent consulting agreements of course). 
 
So how and why does DCMA OIG review your terms and conditions?  
 
Let's start with what they don't review for - terms that protect your company or quality of terms. In 
general, OIG will not provide redlines or suggest new or alternate terms. In addition, OIG will typically 
not request redaction of terms, only fortification of terms in two general discreet areas of interest. 
 
Those two general areas of interest make up the limited scope of OIG review of terms during a CPSR:  
 
1. Express protection of privity of contract between Contractor and Government to the exclusion of 
the Subcontractor: it should be clear in sections like Termination and Modifications that nothing is 
binding on the government until accepted by the government; consider having IP terms expressly 
include government use and access to subcontractor IP; ensure the Disputes clause is clear that sub 
disputes with the Government flow through the Prime; make clear that sub communications with the 
Government are prohibited and direction to sub from the Government is not binding on 
performance. 
 
2. Subcontractors comply with necessary FAR clauses during performance and federal procurement 
activities: ensure subs maintain all documentation required for invoicing and performance; Section I 
(flowdowns) are clearly applied to sub and necessary clauses are flowed down by sub to lower tier 
subcontractors responsible for performance; sub maintains all required certifications, disclosures, 
and business systems during performance (and change notice). 
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Purchase Requisition Process 
Requisition basics (1)  
There are basic requirements of a PR. These requirements are the logical components needed to 
successfully initiate and complete a procurement action. In other words, a PR needs to include: 

• Administrative Information Linking the Request to an Ordering Vehicle; 
• A Summary of the Thing(s) to be Procured (including an SOW/Bill of Materials); 
• Date(s) of delivery and/or performance; 
• Deadline for Proposal Submission / Order Priority 
• Source Selection Information Used to Create the PR (SSJ, list of bidders or a request for 
• Procurement to identify potential offerors); 
• Estimated Value of the Procurement; 
• Special Ordering Instructions (if any); 
• Necessary Approvals; and 
• Date/Time Stamp of Submission for Processing. 

If your PR requires any additional information for processing, those requirements will carry forward 
as a metric during the file review. Also note - if your company only uses ONE form for the request 
and processing of a procurement action, that form will require multiple revisions and approvals 
during the procurement process. 
 
Here's what I mean by that last comment (which I think is part of Walter's point in his comment on 
the last post): DCMA wants to see the document that requests award of the subcontract/PO. That 
request document needs to 'true up' to the award document, and if it doesn't then questions will 
arise. So, for example, if the PR has an estimated value of $100,000.00 and the resulting award is 
$105,000.00, DCMA will ask how the award could be made for more than the PR amount since 
approvals received capped at $100,000.00. As a result, that single PR will have to pinball back and 
forth during the procurement through multiple revisions and approvals to ensure that all necessary 
documentation is in place to authorize award. 
 
How do you fix this administrative nightmare? Two separate requisitions. One for initiation of the 
procurement action, one for final funding allocation and award. So one requisition created and 
maintained by the purchasing system, one created and maintained by the accounting system. This 
solution seems to be supported, if not required, by FAR 4.803(a), which lists the purchase request 
[(a)(1)] and "Required approvals of award and evidence of legal review" [(a)(24)] as two separate and 
distinct file documentation requirements. 

Part 1 of Requisition Tips: Timing is Everything 
Where the req comes in the acquisition cycle determines several aspects of a procurement, so review 
your req process for efficiency & effectiveness. 

The first aspect of requisition timing is the most straightforward - during a CPSR, DCMA calculates 
lead time as the time from submission of a requisition by Ops to Procurement to the date of 
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subcontract award. Insufficient lead time (less than 30 days lead time averaged across the 
enterprise) will be a CPSR finding and can become "significant" if "negative lead time" is calculated 
during a CPSR (negative lead time occurs when time accrued during performance initiated by 
Operations prior to requisition submission is included into the enterprise lead time average). 
 
A (relatively) easy way to increase enterprise lead time is to time requisition submissions during the 
proposal process of larger contract vehicles. Instead of waiting for contract award to initiate the 
subcontract award process, begin your documented acquisition cycle where the cycle began - during 
the proposal process, where source selection was performed; pricing requests were sent; 
subcontractor documentation was submitted and evaluated; and certifications executed. The 
months of lead time per procurement added during large contract vehicle proposal processes will 
help minimize the impact of shorter task/purchase order acquisition cycles and negative lead times 
on enterprise averages. 

Requisition Tip 2: Use your requisition to document cost savings  
Sometimes you think a purchase is going to cost more than it finally does when the requisition is 
submitted. Sometimes that lower cost is gained via luck or chance, but other times it's achieved via 
savvy market research and/or deft use of the competitive process (e.g. the Requisitioner knows it'll 
cost $X from Sub A and used that as the requisition basis of estimate, but the Buyer brings Subs B 
and C into the mix and gets the same items for $X-Y). But if that initial estimated cost is not captured 
anywhere in your documentation, it's impossible for a review team to give you credit for the cost 
savings achieved by the procurement process.  

When the requisition only captures the final amount to be awarded to the subcontractor, the 
contractor loses an opportunity to get credit for cost savings recognized through means other than 
direct negotiation. Consider using your requisition to capture those cost savings by recording the 
initial estimate as opposed to the final award amount; purchasing system requisition for pre-
procurement cost estimates, accounting system requisition for final funding allocations. 

Requisition as Capture Tool 
I see this a lot during file reviews - the SSJ references market research performed by Ops that isn't 
documented and included in the file. Customer direction is referenced but absent. All the other 
things discussed in previous SSJ posts. 
 
The requisition can be a powerful stop gap in the process. Internal turnaround clocks start ticking 
once the requisition is accepted - so don't accept a requisition that isn't complete. Once 
procurement signs off on the requisition, that means Ops is done and the procurement can and 
should begin. If you or your staff is/are signing off on incomplete or inadequate requisition 
documentation the Procurement function is taking on the documentation burden going forward in a 
very real and practical way. Don't let Ops wash their hands before it's appropriate - everyone needs 
to share in the dirt to ensure an effective procurement process. 
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What are the documentary options when the procurement value changes from PR to 
award? 
Inaccurate PRs (that don't clearly document the value of the procurement and any adjustments 
made during the activity) may result in a finding during a CPSR, and any extensive finding could 
become a significant deficiency if it is determined that the deficiency compromises purchasing 
system performance. So it's a good policy to ensure that PRs are as clear and accurate as possible. 
 
The documentary options for addressing situations where the procurement value changes from PR 
to award are almost completely dependent on contractor's existing process for administering PRs. In 
other words, there isn't one right answer but there is at least one right answer for each of the ways 
contractors maintain this process.  
 
If the contractor manages a true Purchasing System Requisition process, then variations in value 
from PR submission to PO award document themselves. The PR has the anticipated value (ceiling 
only), the procurement takes place and an Accounting Requisition initiates PO award with the correct 
ceiling and funding values included in the document. The "in between" is documented via proposal 
submission, price analysis and negotiation memorandum. 
 
If the Accounting System Requisition is serving "double duty" as a PSR, then variations between 
anticipated and award value must be documented via a separate documentation process - either a 
revised PR or a memorandum to the PR including a brief history of the procurement activity, the 
adjustment in funding and a brief explanation/justification for the adjustment. 

(2017) Requisitions 
2017 CPSR Teams are spending a decent chunk of time delving into the contractor requisition process. 
Here are some questions that have been coming up over eight (8) 2017 CPSRs: 
 
Validation of Automated Systems: CPSR Teams will likely want to have some level of access to any 
automated process used for the requisition process. In particular, they want to know the validity of the 
data added, the approval process within the system, and the specific tasks automated by the system 
(notice, insertion into the accounting system, etc). 
 
Approvals: Speaking of approvals, the team may dive into the approval matrix on the Operations side to 
see if all required approvals were obtained prior to procurement initiation. The team may also question 
the validity of approvals (e.g. how they were legitimized prior to initiation). 
 
Lead-time: Generally teams calculate lead-time as the span from procurement receipt of an approved 
requisition and award. If this is not an accurate way to calculate lead-time in your system (e.g. your 
system uses an accounting system requisition which is completed at the end of a procurement activity 
and therefore no order in your universe exceeds 1-2 days of lead-time using the CPSR metric) make sure 
you put the team on notice. Consider inserting your definition of "lead-time" in your procurement manual 
(you'll need a policy on lead-time anyway and nothing says you have to use the team's metric - until the 
ACO makes you use it of course!). 
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Commercial Item Determinations 
(HISTORICAL) Buying COTS 
COTS buys should be your easiest procurements. But many contractors suffer from a particular 
malaise that strikes those in the government space - if it doesn't seem complicated then it's not 
being done correctly. In this post we'll examine what makes something COTS and how the definition 
encourages simplified processes. 
 
A COTS item meets the definition of a commercial items (Definition 1 more specifically); AND is 
offered in substantial quantities in the commercial marketplace; AND is offered to the government 
without modification in the same (not substantially same, the SAME) manner in which its offered to 
the commercial marketplace.  
 
First consideration: COTS items are exempt from debarment cert requirements per 52.209-6. This 
means that when you buy COTS you should be documenting the nature of the item when the price 
exceeds $35K. Also a decent chance the COTS provider is also exempt from Exec Comp requirements 
due to the 80% federal funding threshold; the determination of commerciality is also a great place to 
document this exception at $30K while you're at it. 
 
Second consideration: COTS items are usually sold via either online storefront unless volume is 
requested. This has several impacts to your procurement activity: 
 
1. You will not have an RFQ, making traditional documentation of competition impossible to obtain. 
2. No Reps and Certs completed, meaning potential public law violations. 
3. Purchases are under the seller's terms. 
 
Let's take each of these issues individually: 
 
1. Remember the definition of COTS - items sold to the Government in the SAME manner they are 
sold to the general public. So if you're buying a COTS item online from two or more vendors who will 
not provide quotes because of lack of volume, you've competed these COTS items to the maximum 
extent practicable; by documenting the COTS nature of the item and discussing the available 
methods of procurement at the requested volume you've documented practical competition in 
accordance with both 2.101 and 52.244-5.  
 
2. With Exec Comp and Debarment covered, your procurement won't hit another public law until 
$125,000 (DPAS) or Anti-Lobbying (at $250K if unrated). These values usually qualify for a volume 
purchase and/or permit the buyer to request some special considerations prior to purchase. DPAS 
and Anti-Lobbying are written (not necessarily executed) certs, so DPAS (and arguably Anti-Lobbying 
Act) can be certified to over email at or after the purchase date. Remember that Affirmative Action 
and Previous Contract Compliance ($10K) are not public law requirements.  
 
3. Terms! There is a clear line between developmental and nondevelopmental products. On one side 
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- developmental - the government does not have a known solution and therefore tightly controls its 
liability during development using terms and regulatory controls. Nondevelopmental items are 
already developed - as such the solution is anticipated, expected and actually paid for up front. As a 
result of this reliability and pre-development, the government does not need (and cannot require) 
the types of controls applicable to developmental items. Per the definition of COTS items, which 
requires the Government to purchase items in the same manner as the general public, arguably 
contractors MUST buy COTS items under vendor terms or void the COTS nature of the item. After all, 
if you force the vendor to provide additional rights in IP, warranties, etc. to the Government, then 
the Government is no longer buying the items in the same condition as the general public. As a 
result, you might still have a commercial item but you've arguably moved it out of COTS territory. By 
making it a non-COTS buy you've lost all of the potential efficiencies we've been discussing in this 
post.  
 
So don't do it. If you can, flow 52.244-6 down to your subs via PO but do not feel like using your 
terms is imperative with these purchases. 

(HISTORICAL) What to expect from ... the Commercial Items Group (CIG) 
DCMA has added a new group to the CPSR process. Starting at the end of last year, the CIG was 
implemented to provide a focused review of contractors' processes for buying commercial items 
under FAR Part 15 prime contracts. We've now had three (3) clients go through reviews where the 
CIG participated, and trends have already developed: 
 
1. The CIG expects contractors to perform commercial item purchases using a pseudo-FAR 12 approach. 
CIG questions have included, but are not limited to: 
 
a. What market research was performed to document the item as commercial? 
 
b. What policies, procedures and processes are maintained by the contractor regarding commercial item 
procurements?; and 
 
c. How is market research to ensure proposed pricing is comparable to open market prices documented 
during price analysis? 
 
2. CIG will initially rejects the use of federal supply schedules (FSS) as a basis of comparison for price 
analysis purposes.  
 
3. CIG asks both enterprise level and file level questions. Don't be surprised to receive two sets of 
questions for the same file. The first set will be from the CPSR team; the second will focus on commercial 
item only inquiries (see Trend 1, above). 
 
4. CIG expects contractors to procure commercial items in accordance with a soon to be released DPAP 
on commercial item procurements, found 
here: http://www.acq.osd.mil/dpap/cpic/cp/commercial_item_guide.html 
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Comments on the guide are being accepted until May 1st, so please click on the link and let DCMA know 
what you think about these changes! I know I will :) 

(HISTORICAL) Digesting CIG Requirements for CIDs 
We're working on our 7th CPSR that includes the new Commercial Item Group (CIG), so about time to 
more completely digest the requirements: 
 
1. You'll be expected to reference DFARS 244.402 in your policy and procedures, in particular the types of 
market research used to determine commerciality provided in FAR 10.002. We've updated our 
Commercial Item Determination form (CID) to include checkboxes for tracking MR types - (spoiler: usually 
it's "online research"). 
 
2. DCMA expects a technical evaluation of commercial items designated as Type 3 or "CI with minor 
mod." A short form can help direct your PMs. We suggest requiring this level of documentation over the 
Simplified Acquisition Threshold (SAP) and see how that plays during your review. 
 
3. The CIG likes to see supplier assertions of commerciality, potentially above the SAP but especially when 
the CID is being used as the basis for exception from public law requirements. This is another form issue, 
with lots of narrative direction and checkboxes. 
 
An approach we're toying with is documenting COTS items at the supplier rather than the item level. If 
you have a supplier like a Red River or cdw-g, their job is resale of commercial items off the shelf on a 
drop ship basis. Consider determining anything sold by such a reseller, the ones that do not act as 
integrators or VARs, as COTS at a top level to avoid repetitive requirements on the ground. 
 
4. CIG is looking for management review and approval of CIDs. They push for SAP; we suggest applying 
management approvals to CIDs used to avoid public law compliance. If you're able to wire down some 
blanket COTS CIDs this will limit the bulk of management review to procurements exceeding $700K 
without increased risk to the government.  
 
5. Training. Once the forms are done get some practical training in place. We don't see the need to train 
ALL SCAs on CIDs. Maybe one in case something pops. Buyers - en masse. 

(HISTORICAL) Commercial Item Services (Type 6)  
“ … a good or service that can be sold to the general public in the industry sector for which it is produced 
and whose salient characteristics are directly subject to open market forces.” 

This may seem to be a simplistic definition, but I'm going to argue that it effectively encapsulates both the 
overall characteristics of all 2.101 definitions of commercial items and the reasons for commercial item 
exceptions from public law compliance. 
 
The first part is fairly straightforward - it's something that can be sold to the general buying public. This 
means it's available - or could be available - for sale without restriction to nongovernmental entities. You 
may say - "But we can't buy services off of a GSA Schedule without permission, and those are commercial 
items!" We'll get to GSA Schedules, and their whacky rules, in a later post. For now we're focusing on 
stuff that aren't made by contractors in accordance with specifications provided by the federal 
government.   
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Here we see the first reason why pricing for a System Administrator II under your CIOSP3 prime contract 
isn't a commercial item - you've proposed a solution to a government specification. The government 
wrote a requirement, the LCAT, and the pricing and personnel you've proposed are subject to 
government terms and conditions. Hence you’ve proposed a noncommercial solution.   
 
"in the industry sector for which it is produced" is a qualifier that limits pushback on a determination of 
commerciality based on limited availability to the "general public" - you can't buy demolition-grade 
explosives in large (or sometimes any) quantities unless you're a company or firm with a specific set of 
licenses and certifications. Does that mean it's not a commercial item? No - it just means that legally you 
can't buy it unless you meet public safety qualifications. In this case, you need to be a QUALIFIED 
nongovernmental entity to purchase the item. Doesn't change the definition of the item you're buying.  
 
"and whose salient characteristics are directly subject to the forces of the open market." This last part of 
the working definition encapsulates a ton of concepts, so we'll break them down one at a time: 
 
"Market forces" - supply and demand in the nongovernmental industry in which the item or service is 
offered. Market forces are powerful things - they tell you what you can offer to the general public, and at 
what price, and still keep your doors open and the lights on. If the buying public rejects your innovation, it 
isn't very innovative and your business plan is in need of serious revision. If, however, the general buying 
public keeps you in business, your commercial item is sufficient for its intended purpose. Keep this in 
mind when we examine public law exceptions later. 
 
"Salient characteristics" - form, fit and function; availability; and price. This covers the "modification" 
definition of a commercial item. Once a salient characteristic of an item is impacted by other than market 
forces - the federal government, for example - the revision of that item to serve that force makes it a 
noncommercial item as it has now been engineered to meet a non-market spec. 
 
Price is a salient characteristic, obviously. The availability of the item to the general public means that 
market forces are exerted on the price of the item. In other words, if the item is developed and offered to 
only one client, the price paid is inherently unreliable as a basis of estimate to third parties who look to 
buy that item because the considerations that led to the development of that price do not necessarily 
transfer to those buying a same or similar item on the open market. If, however, that item is generally 
offered for sale the market has a large hand in determining an acceptable sale price for it. Now the price 
is more reliable because everyone who bought it before you says it is.  
 
Next we'll look at public law exceptions - the what and why - for commercial item purchases. 

Pubic Law Exceptions for Commercial Item Procurements 
TINA, CAS, SBSP … DPAS? 

First comment - I have a general file documentation rule: When the FAR wants you to do something, it 
makes the doing easy. The FAR wants you to buy commercial items, and the resulting file documentation 
is sooooooo easy comparatively speaking. 
 
Why does the FAR want you to buy commercial? Because (a) they are nondevelopmental items; (b) tested 
in the open market; with (c) pricing verified as fair and reasonable by virtue of market acceptance. In 
other words, commercial items are proven technical solutions offered at a price verified by crucible via 
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market forces. The government can breath easier when accepting these items as solutions, and the 
Government loves breathing easier. Therefore - commercial items are preferred to noncommercial items. 
No more $800 hammers, please. 
 
When you look at what a commercial item is, the applicable public law exceptions make a lot of sense. 
 
First - TINA. TINA is both needless and impossible in a commercial item transaction. First, commercial 
item pricing is set by the market. As a result, certification of current cost and pricing at the time of 
negotiation is a fruitless and unproductive exercise - the open market has verified the validity of the 
prices proposed. That's much more reliable that a cert coming from the offeror. 
 
Second - certifying to current cost and pricing is nearly impossible with commercial item transactions as 
the cost elements can vary wildly based on ever-present variables. And who cares anyway? TINA is meant 
to force negotiations based on truthful disclosures of financial data when that data cannot be reliably 
verified via third party sources (paraphrasing). With commercial items, the open market has verified the 
pricing proposed. Objective evidence replaces the need for certifications. 
 
CAS - again, the market has verified that the unit prices for commercial items is valid based on the fact 
that the company is in business and the product is in the stream of commerce. Cost Accounting Standards 
are for businesses that "make up" their pricing, not for companies that have pricing verified by market 
forces. CAS is meant to provide transparency into otherwise closed cost and pricing development 
practices - there is no need for transparency when market forces determine price reasonableness. 
 
Small Business Subcontracting Plans - believe it or not, 52.219-9 is not a commercial item flowdown. 
Why? Because a commercial item manufacturer cannot be expected to revise its production and 
manufacturing plans to meet contract-by-contract small business requirements. Said another way - 
requiring manufacture in accordance with government specifications could actually disqualify the product 
from commercial item consideration. Some businesses have instituted Commercial Corporate Wide Small 
Business Subcontracting Plans, which helps them document compliance with 52.219-8 (which is a 
required commercial item flowdown) and makes them more attractive as vendors under FAR Part 15 
contracts. However, a contract-by-contract SBSP is not required from commercial item vendors. 
 
According to DCMA, orders for commercial items should not be issued with a rating: 

“An unrated order is a commercial order or a DoD order that is not ratable.” (www.dcma.mil/dpas) 
 
If you order substantial supplies from COTS suppliers, you may have issues obtaining 
acknowledgements and it may feel like getting a signed PO is a Quixotic task at best. Consider 
enforcing the DMCA exception of commercial item awards from DPAS requirements when ordering 
on a COTS basis.    

Priority in the 2.101 definition of Commercial Item 
Much like 15.404-1(b)(2), the FAR definition of "commercial items" is listed in order of preference. As 
you go down the list, documentation requirements increase. 

The FAR does this a good amount, and it's actually something I'm considering writing an article about in 
the coming months. If you look at the definition of "Commercial Item," it starts with the easiest type of 
commercial item to establish - the one the regulation directs reviewers to accept without much pushback 
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- which include tables, chairs, laptops, etc. and ends with "nondevelopmental items" that have not been 
sold in the open market but were created at private expense and sold to state and local governments, 
etc.   
 
Out of that list of eight (8) types of commercial items, note where services fall on the list - 5 and 6, right 
above combinations (7) and nondevelopmental items (8). That tells you something - your objective 
evidentiary back-up for finding a service to be a commercial item needs to be more extensive and tighter 
than a checklist.   
 
Why is DCMA so rough on commercial item determinations for services? Because when it comes to 
services, pricing is potentially so volatile that determining what the open market has deemed fair and 
reasonable is, at best, a crap shoot. Think about the cost build-up model of rate determination - if you use 
a case-by-case rate build-up model, rates are like snowflakes all of a sudden. This isn't the commercial 
item model anticipated by the FAR. The FAR wants to see all commercial items of a type within a 
predictable range of market expectation. As a result, and with few reliable exceptions, the FAR treats 
services as noncommercial items. 
 
What are those exceptions? GSA Schedules are the most notable (more on these later). And actually, as 
far as RELIABLE exceptions, GSA Schedules are the one exception to the "noncommercial services" rule of 
federal contracting. In other words, the government has to pre-qualify your rates as commercial items 
before you'll get a Part 12 contract for services. 
 
Keep that in mind as you try to determine non-GSA Schedule rates as commercial items! 
 
A note on software maintenance contracts - treat those as items, not services. When you look at a 
maintenance contract like that, the vast majority of things you're buying aren't services at all - it's access 
to automated help desks and automatic software updates. Most of those contracts even have separate 
consulting rates built in when you have to deal with an actual person. Treating software maintenance as 
an item procurement is fairly conceptually sound and won't raise eyebrows with DCMA. If you have a 
consulting contract for commercial software, use Definition 5 for commercial item services which does 
not trigger a requirement to provide market rates or catalog pricing. 

Services in support of a Commercial Item Purchase (Type 5) 
There are two types of commercial item services, and they are vastly different when it comes to required 
objective evidentiary support. There's a big reason for this, and we'll examine it as we go. 
 
The first type of commercial item service is performed in support of a commercial item purchase, 
including installation, repair, maintenance, training and related services. This is a relatively easy 
determination to make and support: 
 
First, define the service. Getting a car repaired? Repair service. Annual check on a copy machine onsite? 
Maintenance. Class for users of Microsoft Excel? Training. 
 
Second, determine the item being supported as commercial. Once you establish that Microsoft Excel is a 
commercial item via objective evidence supporting the memorandum, for example, related training 
services (once defined as such) are also deemed commercial items. 
 
Notice I didn't say you needed a published price list as objective evidence - that's because you don't. 
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That's a requirement for Definition Number 6. 
 
Supporting a Determination under Definition Number 5 sounds easy, doesn't it? That's because it is. 
Here's why - when you buy a commercial item, services required for continued and uninterrupted use of 
the item are also, by the transitive property, commercial items. If the underlying item is offered for sale to 
the buying public and is subject to market forces, it stands to reason that the ancillary services required 
for upkeep and operation of that item are also subject to the same market forces and purchased by the 
same buying public. As a result, a supported determination of the underlying product purchase as a 
commercial item carries over as support of the commercial determination of ancillary services. 
 
Look at it this way - the same reasons that drive the FAR to encourage commercial item purchases drive 
the FAR to encourage the use of the services needed to correctly and efficiently operate those purchased 
items. As a result, the FAR doesn't make it complicated to treat those necessary services as commercial 
item purchases. If it did, a FAR Part 12 contract for commercial items couldn't support maintenance and 
repair of those same items. So the Government would be forced to issue a FAR Part 12 contract for the 
items and a FAR Part 15 contract for the related and necessary purchases. That's an administrative 
burden that frustrates the intent of the FAR Part 13 simplified acquisition procedures and is therefore 
unsupported in the FAR. 
 
Next post we go from easy to complicated with Commercial Item Definition Number 6! 

Commercial Item Documentation Requirements 
I'd like to focus on the three general documentation requirements this week: (1) defining; (2) 
explaining; and (3) validating the determination. 

First, defining the type of commercial item being purchased. Generally you'll do this via checklist which 
sets out the eight (8) general types of commercial items. It's important to carefully select the type of 
commercial item you're procuring since the definition determines what suffices for the remaining two 
requirements. Like just about every other documentation requirement, this is the beginning of your 
process flowchart, and the choice made here affects the look and feel of the remaining file 
documentation. 
 
Keeping this in mind will help you "work backwards" when you have a close call. Also remember that just 
like price analysis techniques you should check the the highest choice applicable. So don't pick Definition 
6 if Definition 5 fits just as well. The further you travel down the list, the more scrutiny DCMA will apply to 
the documentation. 

Documentation Requirement #2 – Developing the Narrative.  
This isn't always required - as always "it depends." Here, once you get below Definition 2 it's time for 
some writing. 

When the item being procured is "obviously" a commercial item, you're fairly safe leaving the 
determination to a checklist approach with objective evidence included. This is a common sense 
determination - office furniture, Dell laptops purchased online, Microsoft office products, COTS software, 
etc. 
 
If it's a commercial item with minor modifications, focus your narrative on (a) determining the original 
item commercial; then (b) explaining how the modifications don't alter the form, fit and function of the 
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item. 
 
For services it gets a little more involved. Definition 5 is fairly straightforward - (a) determine the item 
being supported as commercial, then (b) explain the support (installation, repair, etc.).   
 
Definition 6 has two components, only the first one requires a narrative - explaining the type of service 
and how it's a type offered in the open market. The "open market" explanation can be addressed a few 
ways - for example, if the sub is a LB who completes the Monetary Exception portion of your Reps and 
Certs CAS section, it logically follows that the offeror is primarily a commercial company. 
 
If you're buying a nondevelopmental item, you'll need to show that the item was (a) developed at private 
expense; and (b) sold in substantial quantities to State and Local governments. Here, I'd ask the vendor 
for supporting documentation for this determination, including (i) a cert regarding private development; 
and (b) sales numbers for State and Local procurements. Or, see about getting some redacted invoices or 
funding documents for State and Local sales (which could also double as supporting documentation for 
your price analysis). 

Documentation Requirement #3 - Objective Evidence 
As you slide down the list of definitions your back-up requirements increase. For definitions 1 & 2, you 
should be okay with a screen shot of the products being purchased. For "minor modifications," however, 
you may need a description of the modification from the vendor or your PM, much like a mini-tech eval, 
showing how the commercial form, fit and function of the item were not substantially altered by the 
modification. 
 
For Definition 5 (services in support of the commercial item), establish the underlying item as commercial 
with screenshots then provide narrative support described in my last post. 
 
Definition 6 requires a copy of the competitively published price list - that means validity dates! Market 
rates may be a little harder to come by - you can show competitive procurements for these commercial 
item services (usually from staffing companies if available) or internet research results. 
 
Hope this has been helpful - have a great Memorial Day Weekend! 
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Subcontract Types 
(HISTORICAL) Determining Accounting System Adequacy - a Short Primer 
Few topics seem more confusing to contractors than determining accounting system adequacy of 
subcontractors and consultants prior to awarding an Other Than FFP subcontract in a CPSR 
environment. Here's a short primer that includes relative accounting system requirements for each 
type of Other Than FFP subcontract: 
 
Cost Reimbursable: These contract types have "unfixed indirects" applied to any line item, including 
T&M contracts where indirects are applied to ODC costs (e.g. ODCs are not billed at actuals). Because 
accounting system adequacy includes evaluation of the development of unfixed indirects applied to 
subcontract costs, an accounting system determined adequate by DCAA is required for award of a CR 
subcontract. Adequate accounting systems are required because the processes through which the 
subcontractor calculates indirect cost pools, bills unfixed costs and tracks variances must be verified 
prior to award to the sub. Because the contractor is unable (or unwilling) to perform the site visits 
and review records required to support completion of the DCAA accounting system checklist, use of 
an SF1408 alone to determine accounting system adequacy is not accepted by DCMA during a CPSR.  
 
Document Requirements: Letter number and date of DCAA accounting system determination; cover 
letter from DCAA (if available); Other Than FFP memorandum; adequate cost or price analysis. 
 
Required Flowdowns Include: 52.215-2; 52.216-7; 52.232-7 (for T&M) 
 
T&M ("M" billed at actuals) and LH subcontracts: Because these subcontracts are billed at fixed 
prices with no “exposed” indirect burdens, the accounting system requirements for these contract 
types are proportionally lax. In other words, once price analysis is complete the subcontractor need 
only demonstrate an adequate timekeeping system with the ability to segregate and assign time 
correctly to the prime contract. This can be accomplished via active enforcement of FAR Part 52.232-
7 requirements, which includes subcontractor submission of certified timecards and receipts for ODC 
costs exceeding $75. Consider these contract types for consultants and micro-small businesses – 
these contractors do not generally have the necessity or ability to burden ODCs in the first place. 
 
Document Requirements: Other Than FFP memorandum; Determination of Accounting System 
Adequacy Memorandum; adequate cost or price analysis. 
 
Required Flowdowns Include: 52.215-2; 52.232-7 

Are you issuing Labor Hour subcontracts?  
If not, why not? 

Many contractors I work with issue three types of subcontract - Cost Reimbursable, Time & Material 
and FFP, with T&M applied to contracts that require performance under an hourly rate without ODCs 
- in other words, a Labor Hour contract. But by calling it T&M (or T with no M), these companies miss 
out on some pretty big advantages: 
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* LH contracts are not subject to Incurred Cost Proposal submissions, do not require flowdown of 
52.216-7 or annual monitoring for proposal submission to DCAA; 
 
* Competitively awarded firm fixed price subcontracts are exempt from CAS, even if awarded to a 
large business. For the purposes of CAS, LH contracts meet the definition of "fixed price." 
 
* Accounting system adequacy requirements for administration of LH subcontracts are the least 
restrictive of all Other Than FFP subcontract types. In general, adequate price analysis along with 
flowdown and enforcement of FAR 52.232-7 provide an arguably solid basis for compliance with this 
determination requirement. Even if you award a T With No M subcontract, the sub's accounting 
system must be adequate for administration of materials and unfrozen indirect charges because they 
COULD get funding for materials at some point during performance. 
 
Consider applying the LH award type to post-award local SME contracts and staffing company surge 
work. These are typically short turnaround procurement activities directed at individuals or 
commercial companies so lessened compliance and reporting requirements tied to award can help 
smooth down the overall business process. 

Relative determinations of accounting system adequacy - Part 1 of 2 
I get a lot of questions from contractors preparing for DCMA review regarding determining 
accounting system adequacy "to CPSR standards" for Other-Than-FFP awards to individuals and small 
businesses that have not gone through DCAA audit. It can be a difficult issue to administer especially 
on quick turnaround efforts which include subcontractors who lack demonstrable corporate-level 
sophistication with financial aspects of government contracting. 
 
I suggest that there are two main things to keep in mind when determining accounting system 
adequacy: 
 
1. Contract type dictates accounting system requirements. The farther you deviate from FFP, the 
more robust the subcontractor's accounting system must be to properly administer the award. As a 
result, LH subcontracts require the least other-than-FFP accounting system adequacy evidence and 
Cost Plus require the most. 
 
2. Exposed Indirects Equal Higher Demonstrations of Accounting System Adequacy. If indirects are 
fixed, the main accounting system adequacy requirements necessarily relate to time keeping and 
billing. Exposed indirects, on the "M" of T&M contracts or anything in a CR contract, require 
additional levels of accounting system adequacy in accordance with DCAA audit standards. In other 
words, the higher the likelihood of subcontractor Incurred Cost Proposals and Rate Variance 
requests, the more robust the accounting system generating those documents. I would argue that 
accounting system adequacy on LH and T&M contracts where ODCs are billed at actual cost is 
documented when: (a) 52.232-7 (for LH and T&M) and 52.216-7 (T&M only) are flowdowns; and 
invoices require (b) certified time sheets; and (c) receipts for ODCs for payment.  



98 | P a g e  
 

 
For Part 2 of this discussion, I'd like to open a discussion regarding potential options for meeting the 
accounting system adequacy documentation requirement when a DCAA audit report is not available. 

Documenting Accounting System Adequacy – Part 2 of 2 
Here are some options for documenting accounting system adequacy: 
 
Cost Reimbursable Types (CPFF, CPAF, etc.): Because indirects are "exposed" and costs are not fixed, 
CR subcontracts require the highest level of accounting adequacy determination: either (a) a DCAA 
letter; or (b) a letter from a third party auditor who used DCAA's audit plan for the determination. 
 
T&M: If indirects are exposed on the "M," I would suggest a DCAA/3rd party letter because those 
exposed costs require administration even if they account for a small percentage of overall cost. If 
the company doesn't have an adequate accounting system, require billing at actuals per the last post 
on this subject. This is not only a good idea from a compliance side - it drives down overall costs of 
performance. 14% G&A on $100,000 in ODCs is a cost savings of $14,000.00. If procurement can do 
that 10 times and document it, an argument develops for increased funding and staffing. 

That all being said, don’t expect DCMA to get worked up if you don’t have a determination of 
accounting system adequacy for exposed indirects in the “M.” Just be ready for potential questions 
during your incurred cost audit! You can also consider fixed indirects for commercial vendors. 
 
LH: Again, I want to emphasize that organizations should consider awarding more LH subcontracts 
(rather than "T&M without the 'M'" subcontract) for a variety of administrative reasons, this being 
one of them. Almost anyone can win a LH subcontract and document accounting system adequacy 
during performance with (a) certified time cards; (b) flowdown of 52.232-7; and (c) pre-award 
performance of an adequate price analysis (and negotiations for noncompetitive awards). 

Administering ID/IQ / BPA / Requirements Subcontracts 
Some general rules for administering ID/IQ type vehicles: 
 
1.  ID/IQ Ceiling should include value for performance of all potential options. 
 
2. Task Orders ARE NOT SUBCONTRACTS. Per FAR 2.101 task orders are releases issued under valid 
contracts. This means that any requirments that attach to “award” of a subcontract do not apply to 
task order issuance. Also, task orders issued within ceiling and scope of the underlying subcontract 
SHOULD NOT BE REPORTED AS AWARDS IN YOUR CPSR DATA CALL. 
 
3.  Compliance documentation should be maintained in the ID/IQ file. DO/TO/Release files only 
require documentation updating inapplicable ID/IQ documentation. For example, if the TO includes 
labor rates not evaluated at the ID/IQ level, then a TO price analysis would be required. 
 
4. When an ID/IQ is awarded on a competitive basis, all subsequent releases BASED ON THE PRICING 
EVALUATED AT THE ID/IQ LEVEL are considered competitive awards in accordance with FAR 15.403-
1(c)(1)(iii). If new pricing is considered and awarded, that pricing would need to be competitively 
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awarded at the TO level for the TO to be considered a competitive award. 
 
5. During award, the ID/IQ should be administered at a level commensurate with the least restrictive 
contract type available for TO/DO award. In other words, if T&M and FFP task orders are available for 
TO award then the subcontractor should maintain an accounting system that's adequate for T&M 
awards and Advance Notice and Consent would be required under 52.244-2 if the contractor does 
not maintain an approved purchasing system. 
 

Does your company use Blanket Purchase Agreements?  
If not, why not? DCMA likes them and has been known to recommend increased use of BPAs as a 
CPSR result. 

DCMA makes that recommendation when it identifies a high volume of seemingly repetitive 
purchases from one or more vendors. From DCMA's perspective, if it is reasonable to anticipate a 
high dollar value of repetitive purchases from a vendor or group of vendors within a calendar year 
then the contractor should determine whether or not BPAs are a viable award option. The reason - 
public law compliance. Because the dollar value can be reasonably anticipated and the terms and 
conditions are set for the purchases (since the overwhelming volume of contractor item purchases 
are assumed by DCMA to be commercial item procurements it is anticipated during data call review 
that the terms, conditions and flowdowns are identical for repetitive item procurements), DCMA 
prefers that anticipated ceilings be set as high as possible to ensure documentation of adequate 
public law compliance applicable to the total purchase activity. 
 
Besides being DCMA's preferred contracting method in certain situations, BPAs are a great tool for 
streamlining day-to-day documentation requirements. Because the BPA is an open contracting 
vehicle and compliance has been set at the high ceiling value, purchase orders issued during the 
period of performance are releases and do not require separate compliance documents as long as 
the items purchased were reviewed as part of the BPA award. 
 
That means all of those small $36K files that require day of award certs, CIDS, Reps and Certs, Price 
Analysis, etc. disappear as the documentation is already there as part of the BPA. All that is needed 
are the requisition, the request and response, and the purchase order within the ceiling. Two 
additional considerations that won't apply to every BPA: 
 
* EPLS should not be required for release POs over $30K in value, but it won't hurt to run EPLS if 
you're going with a "better safe than sorry" approach. DCMA has had a weird recent history with the 
imposition of the EPLS requirement so hedging towards "safe" may not be a bad idea. 
 
* If the BPA or any portion of it is rated, please flow 52.211-15 in full text into the PO and get written 
acknowledgement for POs with a ceiling value exceeding $125K ("overcompliance" via obtaining 
written acknowledgement of rated POs with a lower dollar value is not necessarily frowned upon). 
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General Rules and Considerations Regarding Releases 
General Rule of Releases: the only supporting documentation required for a release is the 
documentation that does not already exist at the contract level. Simple rule with some nuances: 
 
Defining the term: A Release is the authorization of funding within the ceiling of a pre-existing 
agreement (AGMT) in accordance with pre-set terms, pricing, and compliance documentation. If a 
Release includes "stuff" not pre-evaluated at the prime level, the action is no longer a "release." It 
instead becomes a Procurement and can no longer solely depend on pre-existing AGMT 
documentation.  
 
What count as releases at a top level? Generally these include orders under LTAs/BPAs/BOAs; Task 
and Delivery Orders under ID/IQs with rate schedules; and direct-bill-inventory restocks under RCs. 
 
What does a release (coming within scope and ceiling) require? Requisition. Request and Quote 
(however formatted under the particular agreement). Order (w/ order specific terms and 
flowdowns). (Acknowledgement of rated order). (Upload of new award as applicable in fsrs.gov). 
 
What about everything else? Price Analysis/Source Selection/Commerciality should be determined at 
AGMT level. CAS/TINA/SBSP/EEO should be static with ceiling and scope stabilization. Day of Award 
Certs occur day of award of CONTRACT, not task order/release. Reps and Certs are only needed for 
new awards. 
 
Are releases provided to DCMA? Only as part of an original AGMT level award made during the data 
call period in question. If the AGMT was awarded outside data call period, true Releases should not 
be reported even if occurring within the data call period as no new procurement activity was 
initiated or completed. 

Initial CPSR Findings are a Negotiation, NOT a DirectiveI've run across many people in the industry 
(and at least as many panicked posts in social media) that go something like this: "I heard DCMA 
makes you do X" or "DCMA made us do Y." 
 
These statements are incorrect. DCMA enforces the FAR and DFARS; but DCMA will also tell you to 
do stuff that is nowhere in the regs. Stuff like documenting price reasonableness on micropurchases 
or negotiating all noncompetitive purchases. 
 
Does this mean you HAVE to do those things when the CPSR Team says to? Absolutely not, especially 
because the FAR explicitly disagrees with one of those positions and implicitly disagrees with the 
other. So why does DCMA tell you to do these things? 
 
Because they want to see if you'll agree to them without a fuss, thus reducing gov't risk. This is the 
beginning of a negotiation of requirements that are outside the FAR or DFARS. If you say yes, then 
those items will be included in your CAP. If you say no? You've presented a counteroffer.  
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Let's take the use of GSA rates as a basis of comparison during price analysis. DCMA will use a March 
2014 directive issued to DoD COs to reject GSA pricing as support for a 15.4 price analysis. But 
because this requirement is not applied to contractors in the FAR or DFARS, this is the opening to a 
negotiation with the contractor: "We want you to do more than the regs require." 
 
Your response can come in 1 of 3 flavors: (1) Accept & make this your "new normal." (2) Push back 
HARD, refuting that this is a contractor requirement; or (3) Partially accept (because using GSA to 
analyze labor is awful & time consuming) but qualify & discuss implementation (e.g. GSA is still good 
for items because of the methodology used for adding commercial items to a schedule). 
 
The review itself and the resulting Report are steps in a negotiation which doesn't end until the final 
determination. If you aren't pushing back (politely & with support of course) on "outside the regs" 
findings, they WILL become directives. 

When is a change order part of a CPSR review? 
There are two (2) general times a Change Order or Modification is part of the data call universe 
during a CPSR: 
 
The first is easy - if a subcontract or purchase order that is awarded during the CPSR data call period 
is modified, those modifications should be included with the file being reviewed. 
 
The second is a little trickier - change orders and modifications that, in and of themselves, meet the 
definition of a "procurement activity" should be included in the CPSR data call universe, even if the 
base agreement was awarded outside the data call period. In other words, if a change order meets 
the DCMA definition of a procurement, then it's reviewable if issued within the data call period 
regardless of the data of award of the underlying agreement. 
 
What does THAT mean? First, let's say what's NOT included: 
 
* Administrative Change Orders (name changes, invoice address, etc. - modifications that do not 
impact performance, price or cost); 
* Incremental funding modifications within subcontract ceiling that do not amount to a procurement 
action/activity; and 
* Deobligations. 
 
What types of change orders are reviewable during a CPSR? 
 
* DCMA presumptively assumes any modification that leads to a ceiling increase qualifies as a 
procurement activity; and  
* Modifications that materially alter terms that directly impact performance, cost or price are 
presumed to be "procurement activities." 
 
So ... 
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A PO is issued on a noncompetitive basis to a sole source OEM. A modification that increases ceiling 
by adding a larger number of items than originally anticipated at the same price as originally 
approved is probably not a "procurement activity (it'll still need some sort of memo explaining the 
activity)," but the same ceiling increase on a competitively awarded PO MAY be considered a 
procurement activity if the underlying PO is more than 12 months old (after a year competitive 
results "age" and DCMA expects to see a renewed effort to compete. The choice to not compete 
when competition is available could be perceived as a procurement decision by DCMA) while ... 
 
A PO that provides incremental funding within ceiling may not be a procurement activity, but a PO 
that provides funding within ceiling for the addition of a labor category that has not yet been 
analyzed IS a procurement activity. 
 
In both examples, the "procurement action/activity" test basically says that if anything new in a 
change order requires regulatory-level analysis and/or subcontractor negotiation prior to award (e.g. 
it hasn't yet been covered in the existing file documentation), then it likely qualifies as a procurement 
action/activity and the change order must be adequately analyzed and documented prior to award 
and should be presented in the CPSR data call for review. 
 
Keep in mind as a caution - if a change order is in the data call, then the base subcontract will also be 
reviewed and findings on that base file could carry forward. 
 
If the change order qualifies as a procurement activity, then the required documentation is 
substantially similar to the new documentation required for a task order issued under an ID/IQ 
subcontract or BPA, which we'll cover before the end of the week. 

6. Foreign Suppliers 
General Rule of Applicability of FAR clauses to foreign subcontractor performance  
Usually stricter on supply chain with a small "pass" on auditability of financial records and no EEO 
compliance. 

Dealing with foreign suppliers can actually incur additional supply chain compliance requirements per the 
Buy American Act, Berry Amendment and NDAA Specialty Metals clause (incorporated into the DFARS at 
252.225.7009). 
 
Foreign subcontractors are generally not required to comply with EEO. 
 
Foreign subcontractors ARE required to comply with CAS (the foreign subcontractor exemption has been 
eliminated) and TINA, but do get a small "pass" on applicability of 52.215-2 (Alt. III can be incorporated 
into the prime contract if the foreign sub pushes back). 
 
Also remember - pushing FCPA noncompliance down into layers of your supply chain does not absolve 
you of responsibility for infractions (and you will get caught - DOJ is making a cottage industry out of FCPA 
enforcement). Nor does exporting technical data to a permitted foreign sub (usually a crown territory - 
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Australia and New Zealand have a decent sized "grey market" of suspect import/export companies) for re-
export to a country prohibited from receiving the technical data by the CCL or USML. 
 
In the end, make sure you talk to your legal department when you're dealing with foreign subs. They need 
to have this stuff on their radar, even if all the t's are crossed and i's are dotted. Being former in-house 
counsel I'll tell you that it's MUCH easier to deal with issues you know up front about no matter what the 
problem is. If counsel is finding out about a problem for the first time when DOJ, DDTC or OIG is stopping 
by for a surprise visit, you're probably too far gone to do anything but flail and hope. 

How does the FAR apply to foreign subcontractors?  
There's a lot of confusion regarding the applicability of US laws and regulations to foreign subcontractors 
and, for that matter, performance overseas. I wanted to offer a little bit of clarity on the topic ... if 
possible, that is! 
 
At the outset, I wanted to share a saying one of my law school professors enjoyed sharing: "The smarter 
the client, the richer the lawyer." That may seem superficially counterintuitive, but I can share from 
personal experience that this is one of the truest pithy sayings I've ever heard in relation to law. Why? 
Because smart people are people who do not accept rules as issued - they challenge, they question, they 
poke and prod. Want a headache as a compliance professional? Give an engineer a rule they don't want 
to follow. 
 
A smart person can look at this issue - do US laws apply to foreign subcontractors performing 
manufacturing, delivery or providing services overseas? and say no - of course not. German laws don't 
apply to me when I drive on 95N; why would US laws apply to a German company manufacturing a screw 
in Bonn and shipping to Afghanistan? 
 
And that person would be right. And potentially on the hook for civil and criminal liability. 
 
Here’s why - the FAR may not apply to the subcontractor themselves, but it DOES applies to bids and 
performance provided by a foreign subcontractor in response to Government requests. This is an 
important distinction:  
 
Can a foreign subcontractor be put in jail or be forced to pay fines for accepting kickbacks for sourcing 
work to second tier subs? No.  
 
Can that same foreign subcontractor be placed on EPLS and prohibited from participating in future 
government procurements? Yes.  
 
Can a US prime contractor be liable for those violations of the Anti-Kickback Act if they occurred during a 
proposal the prime is leading? Absolutely. 
 
This is one of the dangers of using foreign subcontractors: their inability, or outright refusal, to comply 
with applicable FAR requirements leaves your company on the hook if things go badly. Since you will be 
unable to bring the foreign subcontractor in to share direct legal liability for violations of federal law, any 
criminal or civil sanctions initiated by the US Government will lie 100% on your doorstep. You may have 
contractual remedies at your disposal, but good luck getting them in court if they don’t want to go. 
 
You may also be incurring additional liability for subcontractor failure to comply with the FAR, DFARS or 
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public law – the possibility of failing a review or audit of your business systems. If, for example, a 
subcontractor refuses to acknowledge a rated order because they are not required to comply with US law 
and you as the prime allow them to perform under that purchase order, DCMA will report that as a public 
law finding during your CPSR. If they actually violate DPAS and that violation is investigated and 
prosecuted, your company assumes that liability since it occurred within your supply chain. 
 
The next post will deal, at a high level, with FAR clauses that apply to bid submitted and performance 
provided by foreign subcontractors under federally funded contracts. This won’t be a point-by-point 
discussion – that would be a lot of research and no one’s picking up the bill for these information sessions 
I provide – more of a set of conceptual guidelines that will help you with sub pushback. 

Last thing on foreign subcontractors 
DCMA doesn't check for FCPA compliance during CPSRs, even though it is a public law. Nor do they 
check on export controls or OCI certifications. Why not? 

I submit that the easy conceptual answer is that those issues do not directly impact supply chain 
management in a way that mitigates risk to the government. In other words, if a member of your supply 
chain violates laws or regulations related to export, Foreign Corrupt Practices Act or OCI mitigation, the 
government suffers no harm. In the case of FCPA violations the government may actually get faster 
delivery and fulfillment of orders if the supply chain violates the applicable public law. Subcontractors 
that hide an OCI may have a competitive advantage that could assist them in more efficiently meeting 
customer deadlines (especially if they had a hand in writing the SOW). In any case, these violations do not 
go "up the chain" to the government as long as the government does its initial due diligence - they only 
go as high as the contractor. In those situations, DCMA has no incentive to enforce compliance via CPSR 
and, as a result, they don't. This may sound cynical, but I argue it's practical. Why else would DCMA 
conspicuously exempt FCPA from compliance initiatives? After all, it is a public law that directly applies to 
supply chain performance under a federal contract. The answer - the government suffers no harm if you 
break the law. As a result, DCMA has no interest in helping you comply with that public law. In fact it may 
be outside the scope of their responsibilities during a CPSR. 
 
That being said, just because DCMA doesn't enforce compliance in your supply chain doesn't mean that 
compliance isn't enforced by a host of other agencies and agents, including but not limited to the 
Department of Commerce, OIG, DOJ and DDTC. So do what you can to remind your Operations, Security 
and Legal departments to comply with these laws and regulations as needed. At least if you ring the alarm 
they can't effectively claim ignorance down the road. 

Remember – when working under prime contracts administered by DoD, any noncommercial award to a 
foreign vendor exceeding $700,000 in total value requires submission of an SF2139 twice during 
administration. One should be submitted with the proposal asserting use of the vendor, then again within 
the fiscal quarter of actual award. 

7. Procurement Authority 
CPSR Analysis of Signature Authority 
Signature authority is a particular audit point for CPSR Teams. Here are factors evaluated by the team 
as they perform your review: 
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Policies, Procedure and Documentation: You'll need a policy that clearly states he procurement has 
the sole authority to commit the company to performance. THIS INCLUDES THE SOLE AUTHORITY TO 
PROCESS A PROCUREMENT ACTIVITY (more below). You must also maintain and provide (during your 
data call) a signature matrix that shows thresholds for approval by title/level. 
 
Note: DCMA sees a signature authority matrix as controlling over both administration and approval. 
That means if a buyer has a $25K signature authority then they should not be touching files with a 
value of $26K - those files are literally above their pay grade for any task related to that file without 
delegation. This is relatively easy to fix - create an Administration Matrix as well. SM says what they 
can sign, AM says what they can touch and administer prior to approval and signature. 
 
File Review Points: Approvals should occur at least three times during the procurement process: 
1. By senior Ops prior to requisition submission; 
2. By Procurement prior to processing the procurement activity 
3. By Procurement during the award process (execution is approval to commit). 
 
In between 2 and 3 there can also be approvals gained during a pre-award review process (signature 
and commitment not approved until activity reviewed by internal audit function). 
 
Obstruction of or failure to obtain appropriate approvals can result in the following findings: 
 
1. Failure to obtain upper Ops approval prior to requisition processing: Minor finding related to 
inability to follow internal processes. 
 
2. Processing procurement activity without approved requisition: Potentially significant finding 
regarding inadequate lead time (no req means lead time clock did not start - team can calculate lead 
time as 0 days). Also, failure to follow P&P regarding requisitions and finding for inadequate file 
documentation. Also potential issues with after-the-fact SSJ submission. 
 
3. Processing procurement activity and selecting awardee prior to requisition submission to 
Procurement (submission of "complete package" with req): Significant Finding of usurpation of 
procurement authority. Also findings on inadequate source selection, price analysis, etc. 
 
4. Work starts prior to procurement approval and award: Significant finding for usurpation of 
procurement authority (note the Anti-Deficiency Act does not apply to contractors so no public law 
finding will result). Also findings on inadequate source selection, price analysis, lack of consent to 
subcontract, etc. 
 
Findings related to signature authority, while not implicating public laws, can create severe issues 
during a CPSR. In particular, evidence of short/inadequate lead times mixed with low competitive 
numbers and evidence that requisitioners are "playing procurement" will lead to a significant finding 
of Usurpation of Procurement Authority 95 times out of 100. This is maybe the MOST significant 
finding - it leads to a conclusion that Procurement is not running procurements so all proposed 
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corrective actions are in danger of failure depending on the whims of Operations. That is not the sort 
of purchasing system DCMA rushes to approve. 
 
There are ways to fix these issues of course, and I would argue implementing these fixes are more 
important that any other process issue on your plate. If Ops is running wild, the best processes will sit 
useless on the mantle and DCMA will be likely be much less impressed with your other approaches. 

What do titles mean?  
They mean something to DCMA. They should mean less to you. 

Every company has their particular titles and references for internal activities. But you should know 
that DCMA has a particular way of defining terms, so if you use these terms in another way consider 
the impact: 
 
A Requisition initiates a procurement activity; it does not obligate funding (that's an Accounting 
System Requisition). If your requisition is serving "double time" as both a purchasing and accounting 
system requisition this document will have deleterious impacts on lead time. 
 
How to address: Define your requisition by required elements, not by form type or number. If you 
can use another process or form as your requisition (i.e. a request for pricing during a proposal) 
make sure they are included in your manual. 
 
A Requisitioner is a technical lead who requests that a procurement activity is initiated. A 
Requisitioner MAY NOT request or obtain quote, make an official award determination nor obligate 
the company to performance. If you have remote customer-facing offices where the requester is also 
obtaining quotes and delivering a complete PR package for processing, your system risks significant 
findings for usurpation of procurement's authority. 
 
How to address: If the requisitioner has responsibility for taking specifications and evaluating 
awardees against them, are they REALLY requisitioners or are they instead Supply Chain Liaisons or 
Managers? A Supply Chain liaison blends technical and purchasing aspects of a procurement activity 
to ensure both technical sufficiency of the quote and performance capabilities of the subcontractor 
(including but not limited to internal production capabilities for the life of the contract).  
 
If you have personnel that mix technical and procurement responsibilities, consider ordaining these 
personnel as Supply Chain Liaisons with dotted line authority to Procurement. This position can be 
responsible for evaluative aspects of the procurement (including technical and initial eval of pricing) 
while procurement retains responsibility for regulatory compliance, administrative aspects (contract 
type, etc.), negotiations, final award determinations and obligation of fundings and binding the 
company to performance. 
 
A Subcontract includes services and purchase orders. The FAR does not differentiate between service 
and item providers. However, subcontracts DO NOT include inter-company work orders (IWOs) or 
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consulting agreements with individuals. 
 
Don't award Consultants purchase orders with sheet terms or subcontracts. Don't award template 
subcontracts to affiliates (I mean, are you REALLY going to terminate them for default?). DO include 
purchase orders in your subcontract data call. 
 
There's nothing to be gained from arguing semantics during a CPSR. I always suggest making the 
reviewer's job easy by speaking their language and agreeing on definitions up front. 

Supply Chain Management Process 
Managing "Grey Areas" Part II: Documenting Improbabilities in the Procurement Process. 
There are times when DCMA requires contractor documentation of processes that are completed by 
the government on a regular basis but are relatively impossible tasks for companies going through a 
CPSR. Two times in particular are: 
 
* The completion of a cost analysis when TINA applies to the procurement; and 
* Determination of consultant or SB contractor accounting system adequacy for award of a T&M or 
LH subcontract. 
 
I'd like to suggest a formulaic approach (process) to this issue: 
 
1. Make your best effort to complete the task assigned. Ask offerors for accounting system data and 
certified cost data when required. An absence of a request is an automatic potential finding. This 
step has to be completed from a chronological perspective to complete any of the subsequent tasks. 
 
2. If Step One fails, Ask the government to complete the task and document every response. 
Performing pre-award audits of accounting and billing systems and analysis of proprietary contractor 
cost data are the almost exclusive purview of the government as a practical matter - it doesn't hurt 
to go to the source. Keep track of every request and the responses. If every response is a 
nonresponse consider writing a summary timeline memo. 
 
3. If the Government option falls through, Comply using the best available supporting evidence. 
Compliance in areas like this require both a reasoned approach to quasi-compliance (I wouldn't use 
that term to introduce the process to DCMA!) and a detailed policy supporting the approach by 
explaining how the process protects the best interests of the government. Taking accounting system 
adequacy as an example, I've explained in previous posts how a strong argument can be made that 
substantial compliance with the requirements of FAR 52.232-7 and a valid price analysis would 
arguably meet FAR 16.104 requirements for a relative determination of accounting system adequacy 
for a Labor Hour subcontract award. 
 
The important thing is to show that you've made a reasonable effort to fully comply and used 
whatever was reasonably available to substantially document compliance with the requirement in 
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question. Document what you did and document that was all you could do under the circumstances - 
DCMA may not like the result, but they can't argue with the process. In the end, the documentation 
of strong, reasonable processes is a cornerstone of both ISO and CPSR. 

Also keep in mind that FOIA prevents you from compelling the submission of proprietary and 
competitively sensitive cost data (like indirect rates) from subcontractors. If DCAA cites TINA, push 
back with FOIA, since the law says you can’t force delivery of the data required to perform cost 
analysis.  

Managing Grey Areas Part III: When is a Source Justification or Price Analysis "Good 
Enough?" 
How much effort has to go into a price analysis or source justification before they don't result in 
findings during a CPSR? Is striving for perfection on evaluative documentation simply a lost cause or 
will I always get findings on these documents no matter what I do? These are recurring, legitimate 
questions shared by many contractors going through the CPSR process. The answers to them may 
give you pause or a reason to celebrate, depending on the state of competition within your 
purchasing system. 
 
To answer the last question first - no, it's not a lost cause to address source justification and price 
analysis quality (e.g. beyond making sure they're in the file when required), but exercises in creative 
writing may be wasted if your system's competitive metrics are too low. A finding of inadequate 
competition will ALWAYS generate price analysis and source justification findings. Why? Because if 
you're not competing you've provided DCMA with reams of additional documents to pour through 
and dissect. 
 
When you compete, a source justification is N/A (potential finding removed) and your competitive 
price analysis is either a bid matrix for an LPTA activity or a score matrix and tech evals for a BV/TTO 
activity. When you don't compete, you've provided SSJs and narrative-based price analyses for 
review. The law of averages says that the more documents you give to DCMA to review, the higher 
the chance they find mistakes. Mistakes equal findings; findings become significant deficiencies when 
compounded. So increase your competition and decrease your potential SSJ and Price Analysis 
findings. 
 
Once competition is increased, improvements to noncompetitive price analysis narratives and 
technique deployment can eliminate all potential findings in these areas. So improvement is far from 
a lost cause - but it'll take more than tweaks to the writing processes that generate the documents. 
 
But let's say competition isn't an issue - you'll still have 30-60% of your CPSR sample population 
requiring formal price analysis and SSJs even if DCMA approves your competitive metrics. So how 
much effort is enough? Here are some general tips: 
 
* Price Analysis detail and complexity should increase with the dollar value of the procurement. You 
should be spending much more time analyzing a $5M subcontract than you do a $500K subcontract. 
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Commercial item analyses can be much less complex than noncommercial analyses. 
 
* It is a best practice for noncompetitive price analyses to end in negotiation. This is becoming a 
recurring finding during CPSRs - I've seen two separate CPSR reports issued by different teams in the 
last 18 months that explained DCMA's stance that lack of competition needs to include negotiation 
of price to validate fair and reasonable pricing. Again, negotiations should be more complex the 
higher the dollar value of the procurement. Commercial Item negotiations would center more 
around prompt payment / volume discounts, etc. 
 
* Source Justifications should include objective evidence when referenced in the SSJ narrative - open 
statements should be verified before accepted. A lack of required supporting documentation is a no-
brainer finding during a CPSR. 
 
* Aggressively scan SSJs for chances to compete. Remove the procurement from the population of 
potential price analysis and source justification findings. 
 
* Aggressively compete price during ID/IQ proposal efforts. Competitive price analyses during ID/IQ 
efforts improves your competition metrics and can provide excellent supporting documentation for a 
one offeror competitive price analysis for after-award team member additions per FAR 15.403-
1(c)(1)(iii). 

Using your Reps and Certs for more than SB reporting and EEO compliance. 
Your Reps and Certs go out (or should be going out!) with RFQ to new vendors and annually as a 
refresh for established members of your supply chain. Are you using it to its fullest potential as a 
certification document? Consider adding the following elements to your standard Reps and Certs 
packet: 
 
Human Trafficking (52.222-50) and Anti-Kickback Act (3.502) set-outs: The former is a new "hot 
button" for review teams; the latter can get lost in the shuffle if not included in required prime 
contract flowdowns and can result in a finding of public law noncompliance; 
 
Accounting System Status: To facilitate award of Other Than FFP procurements; 
 
CAS Certification: Not included in ORCA/SAM, important for documenting monetary exceptions; and  
 
Intellectual Property Clauses (ownership, royalties, claim for retention of rights in noncommercial or 
developmental items): Shows compliance with your IP policy and reduces subcontractor support of 
claim that they did not know they were submitting deliverables with limited right retention for resale 
to the government. 
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(HISTORICAL) Change Management - Tips for Purchasing System Implementation Without 
Unnecessary Conflict. 
I'll be honest - there are a lot of things I'd change about the first CPSR I ran as an in-house 
professional. The biggest is how I implemented all of the changes that came with purchasing system 
approval, more specifically how I managed that implementation with Operational (PMs, BD, VPs, 
SVPs, EVPs, etc.) personnel ("Ops").  
 
It's no secret that Ops HATES purchasing system compliance. Do these refrains sound familiar? 
 
* "This unnecessary paperwork endangers our customer mission!"  
* "We're going to LOSE THIS WORK IF THIS SUBCONTRACT DOESN'T GO OUT TODAY!"  
* "Our customer likes us because we're AGILE. We can't perform if we don't have the freedom to DO 
WHAT WE NEED TO DO to make our customer happy." 
 
Yes, Ops hates CPSRs. But because Ops holds the keys to so many important procurement 
components (source selection, source justification development, ceiling value determinations, LEAD 
TIME, ICE development, etc.), you REALLY need Ops to play along to maintain system approval. Here 
are some hard-learned tips on managing this process. 
 
1. Clearly Communicate What's Expected BEFORE You Expect It. This may be a no-brainer but worth 
mentioning: make sure Ops knows what's expected of them in a new process before it's a 
requirement. It's one thing to implement a new form and send it out; it's another to host a short 
training session and/or develop FAQ to tell Ops EXACTLY what the form means, how to complete it 
and what happens if the submission is inadequate. This approach has a dual advantage - if Ops 
declines to participate in training or read the FAQ they can't reasonably claim later that they didn't 
know what the form was for, etc. They may have that pushback with a blind drop.  
 
2. Resist the Urge to Make Ops the Enemy. It's SO EASY to engage in fights with angry PMs. Don't! 
There's no emotion in compliance. Every email I ever sent in anger found a way to come back and 
bite me where the sun doesn't shine. 
 
3. Compliance is Customer Service. A key role of Procurement is getting funds to ready-to-perform 
subs in a timely manner. That means you can either be part of the problem (the subcontract is not 
issued on time) or the solution (a compliant file is successfully completed for a timely award). The 
more you help a PM understand requirements today, the fewer mistakes they'll make tomorrow 
 
Take issues with documentation as an opportunity to provide on-the-ground training for Ops 
professionals. The vast majority of PMs just want to know what needs to be done, but many also 
want to know WHY it has to be done (otherwise known as Engineers!). Take some extra time to flesh 
out the issue, why it's an issue, and provide as many options as you can for clearing the issue for the 
requisitioner. 
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4. Be Firm But Fair. Another thing that always found a way to bite me back - doing PMs "favors" to 
get their orders out. I'm not talking about ignoring compliance - more drafting SSJs for PMs to review 
and approve rather than holding the order up to make them take another bite at the apple. Not only 
will they not learn how to correctly create documentation and rely on you for something that's 
they're responsibility - the word will spread and soon you'll be doing everybody's homework for 
them. 
 
5. Monitor Ops and Perform Proactive Outreach. If you see trends developing amongst a division or 
Operational Group, consider consulting with the division lead to coordinate training on the issue. If 
they decline, that's fine - but then they're relinquishing their ability to reasonably push back when 
orders get held up (see Suggestion 1).  
 
6. Don't Tell - Sell. In the example above, don't tell the division lead that their employees are messing 
up and training is required to reduce noncompliance; offer to provide training to ensure that their 
orders are not unnecessarily held up in the procurement process going forward. A spoonful of sugar 
REALLY helps the medicine go down. 

Process Implementation Planning 
Are you adding functionality to a system or kerosene to an open fire? 

If you haven't sat down with system stakeholders and mapped your procurement process, now could 
be a great time to start. One of the things that make process improvement difficult - and can lead to 
a failed implementation - is the enhancement of an broken process. When a process is limping along 
already, adding more weight to the load will inevitably make knees buckle. 
 
What do I mean by "mapping your procurement process?" I mean - it's flow chart time! Flow charts 
have two decided advantages for process mapping:  
 
First, it's visual so fancy talking and/or reliance on tradition can't mask inadequacies. There are few 
things more effective for identifying areas for improvement than drawing that big repeating loop and 
workflow hiccups up on the big board. 
 
Second, it's the communication mode of choice for many PMs and all engineer-types. Including 
Operational employees in the process review means INCLUDING THEM - speak their language when 
you can and avoid too much use of CPSR-speak (unless it's directly pertinent to the discussion at 
hand). 
 
As you map, keep an eye out for things like: 
 
* Missing diamonds for things that should be a decision; 
* Missing squares where a sub-process should exist but a straight line sets instead; 
* Loops of approval without set criteria for subprocess completion (the outcome depends on who 
gets it or submits it, not the "it" itself); and 
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* Overuse of subprocesses where not required (e.g. POs for commodity or inventory purchases 
under the micropurchase threshold that do not require tracking in the property system). 
 
Before you add compliant subprocesses, make sure the existing process is clean and functional, and 
that everyone agrees on workflow and data thru-put. During process mapping, and before insertion 
of compliant subprocesses, identify the best places to insert compliance - don't create a "break" in 
the process if you can take advantage of a pre-existing process break for subprocess insertion. In 
other words, don't create bottlenecks if an existing bottleneck will serve the purpose. 
 
Once process breaks are identified and generally agreed-to, compliant subprocesses should be 
examined for lean implementation. Here you can discuss requirements and identify areas for near 
term instruction from an efficiency perspective, which is an Operational-inclusive way to require 
training. Put another way - you can show Ops on paper how long the SSJ approval process takes 
versus how quickly competition flows through the system. Ops will then either argue that they can't 
compete or ask how they're supposed to increase competition. Either response is an open door to 
begin discussing competitive procurements and solid justifications. It can also open the door to 
discussions regarding BPAs and effective forecasting. 
 
So, quick takeaway suggestions ... 
 
1. Don't add stuff to a broken process - Fix first then modify. 
2. Make it Visual. 
3. Include all Stakeholders by Being Inclusive - Speak Everyone's Language. 
4. Encourage Training to Decrease Lead Time, Don't Require Training Because DCMA Says So. 

Process Improvements - A Definition 
I'm going to do some posts on process improvements over the next week or so (mixed in with some 
additional posts here and there!) so I'd start with a definition of the term itself. This is MY definition, 
and one I'd like considered and commented upon (of course). This isn't from a book or source, 
although I may be echoing the thoughts of others much more learned than I. That would actually be 
great! 
 
Within a CPSR matrix, a process improvement is the retooling of an existing procedure to increase 
system efficiencies within a compliant structure.  
 
For the purposes of this discussion, "efficiencies" refer to both increases in compliance that reduce 
review time and increases in productivity that reduce practical order processing time. 
 
What isn't a "process improvement?" A process improvement is not:  
 
* The absorption of "best practice" processes, forms or templates without risk analysis; 
* "Leaning" out of regulatory requirements to speed order processing time; nor is it 
* An adjustment that increases overall lead-time for order processing that, while compliant with 
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DCMA and DFARS requirements, negatively impacts delivery and performance. 
 
We'll use "Increase Lead-Time," a common CAP requirement resulting from a CPSR, as an example of 
an issue that can result in both true and false process improvements. 
 
A "True" process improvement to address inadequate lead-time might increase forecasting and 
interdepartmental communication during planning while examining the placement of the requisition 
in the procurement activity to ensure maximum "documented" lead-time (the time between 
documented order request and award) without increasing "actual" lead-time (the time between RFQ 
issuance and award). 
 
An example of a "false" process improvement to address this finding would be instructing buyers and 
SCAs to "hold" all awards for an additional five days after completion of the procurement activity to 
increase documented lead-time. This is a "false improvement" because while it may address the 
finding it has not increased system efficiencies. 

Selling Process Improvements (Part 1) 
My first CPSR was volunteering as corporate counsel to take a (then) $800M a year company through 
their first ever with 6 months to prepare, a decent budget for consulting and no practical internal 
support. I found out from my boss a month before the review that if we failed (which 98% of 
companies) I was to be fired as part of the company's "go forward" remediation plan. 
 
When we passed, I thought - Success! It wasn't until I began rolling out the first revised process that I 
realized my job had just begun. In fact, I hadn't even started yet. Cowboys, capture managers, 
children of acquisitions and 20+ year PMs lined up to tear down the new procurement path. But with 
me issuing, negotiating and executing all of the company's TAs, PSAs and subcontracts; controlling 
the OCI Mitigation process; and GC not signing any PO award over $100K without pre-award review 
and approval, I held the procurement process with an iron grip. If I didn’t like a file, the funding 
wasn’t awarded till I did. Period. 
 
And it worked - we passed the company’s second CPSR in 12 months. Success? I had succeeded in 
protecting my job. But I had also succeeded in alienating not only PMs and BD but also SCAs and 
Buyers who were being bashed by PMs and vendors while I shoved compliance down the company's 
throat. On paper things were progressing well. In reality rumbles of mutiny and consolidation of 
office political alliances against me abounded. 
 
Changes were required, so I decided on was a shift from abuse to sales. The eventual results were 
astonishing. Meaningful discussions! Active participation! Actual executive support! Yelling and 
intimidation didn’t work nearly as well as selling the solution. 
 
What is involved in selling the solution? Here are some “sales rules” that, when applied to process 
improvements, can make your life much easier and your company’s system more successful: 
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1. The Customer is Always Right – and PMs are your customers! This doesn’t mean that you should 
do what PMs say regarding procurement decisions. It does mean that the main priority of a 
procurement function is to buy stuff. If the process improvement unreasonably inhibits the 
company’s ability to efficiently procure to meet mission requirements, it is not an “improvement” at 
all. 
 
2. True Support Only Comes After Fundamental Buy-In. Convincing someone to do something they 
don’t want to do is a cute trick that may get the neighborhood kids to paint your fence but does not 
work over the long term. If you want support from PMs and BD, they must be made a part of the 
process. Ask them for input, address their concerns and revise the approach BEFORE finalization. 
When people help make the decision they are much less likely to question it down the road. 
 
3. Don’t Talk. Listen. Part of the buy-in approach is actually listening to the issues presented by PMs. 
It’s easy to make PMs the “bad guys,” but in the end they have real problems that need real solutions 
.  
4. Don’t Preach. Explain. “Too bad, do it another way” or “Because it’s corporate policy” or “Because 
I said so” doesn’t build a team, it creates dissention. Also be careful of falling into the “Where does it 
say that in the FAR?” trap. You don’t need to cite the FAR or DFARS once you have a Purchasing 
Manual in place, anyway. That’s your reference until DCMA says otherwise. But take time to explain 
why the policy is needed, though, and how it impacts performance if not followed. 

Selling Process Improvements (Part 2) 
Once you identify the need for improvement within your system and developed your "go-forward" 
implementation plan, the hard part begins - you have to sell it to the rest of the company. That's 
right – your process improvement will sink like a lead balloon if you don't CONVINCE system 
stakeholders it's a good enough idea to force a change of corporate course. I argue that this is a 
legitimate, and corporately responsible, course of action for a company to follow.  
 
“Changing corporate course” guarantees that (lots of) time and money will be expended 
implementing the solution. When the resources of another internal department are implicated, the 
proposing party must demonstrate that: (1) The reason(s) behind the change are legitimate 
restrictions and requirements on operations; and (2) The requested departmental resources are 
expended responsibly and with the lowest impact on day-to-day operations possible.  
 
When process improvements go bad (begun prior to strategic planning and interdepartmental buy-
in; executed without concern for business impact or available efficiencies; etc.), companies waste not 
only time and money but interdepartmental patience and goodwill towards the project. To 
guarantee success, all stakeholders must agree on the implementation plan. That means putting on 
your “sales cap!” 
 
The effectiveness of your sales approach will directly determine the ultimate success of your process 
improvement. It is a natural instinctive inclination for people to support what they like and address 
the distasteful as little as possible. If you want engaged, excited participants, you have to get them 
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there. How? 
 
I haven’t found fear to be a successful long-term sales approach in these situations – once the 
specter of review dissipates people relax. Oppression leads to broken spirits and half-hearted effort. 
The White Knight Attack (you fighting alone against system failure) will burn you out if you don’t fail a 
CPSR first. Teamwork should be the goal of your Sales Pitch. Some tips on conveying that message: 
 
Tailor the Problem Towards the SPECIFIC Audience: A blanket statement about “The Bad” of failing a 
CPSR is a good opening but shouldn’t be your entire pitch. Accountants should know how increased 
oversight over the purchasing system can lead to more ancillary system audits (Billing and 
Estimating). PMs should hear that DCMA will be checking to verify that noncompliant files do not 
lead to order award, and collaboration is required to maintain adequate delivery. BD and executives 
need to hear about the increased RFP focus on approved purchasing systems and the impact to 
corporate revenue if you fail a CPSR. 
 
Once you have their attention: 
 
Demonstrate That You Understand Their Needs: Operational interests in tight lead times are not only 
legitimate but likely necessary for prime contract performance in some cases; BD concerns regarding 
ID/IQ team pushback on competitive rate analyses may be specious but should be discussed 
thoroughly. Even though your process may not solve every concern identified, your implementation 
should still proactively address each and every one. 
 
Include Your Audience in Solution Development: Another truth of human experience – people will 
support something that is, at least in part, their idea. Definitely include PMs in LEAN events. Consult 
with BD and get feedback regarding your proposed Best Value / Technical Trade Off process and new 
RFQ templates. Sit down with Accounting before implementing a new requisition. Take their 
comments and digest, then implement at least one suggestion per issue even if the entire vibe of the 
interaction was substantially noncompliant. There’s always a cosmetic change or clarification that 
can include stakeholders in development of the final product. 
 
Agreed on the Schedule: Don’t allow unreasonable expansion of implementation timelines, but 
meaningful consideration of schedules can go a long way. 

Discussing Process Improvements 
As some commenters have already pointed out, a "process improvement" can be a floating concept 
depending on who you're talking to. So while I may think my method of identifying and implementing 
a process improvement is the best, we could spend weeks with valid-on-all-sides (depending on your 
corporate culture, size, level of procurement activity, etc.) back-and-forth on the topic.  
That being said, I would love for members of the group to post on their own and introduce some of 
the process improvements they have seen work well within their companies and/or post suggested 
improvements for discussion. I’ll get the ball rolling tomorrow by posting a process improvement I 
installed as in-house counsel and compliance director which we can all dissect and discuss. 
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As far as topics go, I'm going to jump forward to discussing Selling, Scaling and Timing process 
improvements. Selling is first on the block. 

(HISTORICAL) Is your company overthinking supply chain compliance? 
There are plenty of aspects of effective supply chain management within a CPSR environment that 
are difficult - specialty metals compliance, noncompetitive price analyses for prototypes, etc. But 
there are many compliance requirements that are downright simple. So simple, in fact, that many 
contractors talk themselves right out of easy answers and into more difficult situations than are 
necessary. Here are three VERY common examples: 
 
1. Competition on ID/IQ Teams: MANY contractors approach evaluating ID/IQ teams thusly - I added 
all of the team members because they bring work to the vehicle/do something special/customer 
loves them etc. I have no intention of “competing” them at the task order level - everyone will know 
what TO they're getting … it’ll just be a lot of silent responses. So I'll fill out source justifications, do a 
target rate analysis, take my chances complying with TINA requirements and hope no one asks if I 
performed a cost analysis. 
 
Here's the easy and compliant solution - if all team members are proposing rates against the same 
labor categories then those rates can be competitively analyzed using standard competitive analysis 
procedures (Olympic scoring, etc.) and all subcontracts can be awarded on a competitive basis once 
high outliers are negotiated within the competitive range or are disqualified. And, per 15.403-
1(c)(1)(iii), any task orders awarded using those rates would be considered competitive awards going 
forward. 
 
2. Lead Time: Lead time is calculated by taking the time from Procurement's receipt of an approved 
requisition to award. Many contractors have extreme difficulty clocking adequate lead time (15-30 
days enterprise-wide per DCMA). Because many contractors use accounting system requisitions 
(Deltek, etc.) and maintain efficiency metrics for PO processing, the contractor is never able to 
recognize more than 24-72 hours of lead time during a CPSR. 
 
Easy compliant answer? Stop using Accounting System Requisitions for Purchasing System initiation! 
Each system needs certain types of documents. Accounting System Reqs (ASDs) come at the end of a 
procurement and obligate ceiling and/or funding. A purchasing system reg (PSD) should come 
BEFORE the RFQs go out to clock lead time correctly. So replace all of those back-and-forth emails 
with one piece of paper, get credit for lead time and avoid a needless – and practically incorrect - 
CPSR finding. 
 
3. SSjs for SMEs: Tell me if you’ve heard this one before, COTR and a PM walk into a bar … The worst 
SSJs, by far, come from PMs trying to make a COTR happy. No PM, it’s not customer direction. Yes 
PM, the market for SMEs in a particular specialized discipline probably can’t be correctly assessed in 
24-48 hours via Google. So okay, PM … submit your awful SSJ and we’ll take our lumps during our 
next CPSR. 
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Two answers here. First – try to compete. Staffing companies LOVE responding to SME RFQs (big 
rates plus winning is a good way to establish rapport and loyalty with a new or continuing customer – 
you). Throw that RFQ out there on a Best Value basis! If competition is accomplished you’ll either get 
the person the PM wanted or someone better at a lower rate (the only two real options in this case, 
no?). If no competition is achieved you now have documented market research and efforts to 
compete. Back-up for SSJ achieved!  
 
Second option – ask: WHY does the COTR want the sub? Many PMs stop at “COTR said,” even though 
there is a legit justification behind the request. Generally it’s that the sub built a system being 
currently maintained/improved or is moving to the contractor’s contract from an expired order (both 
Follow-on Procurements). Getting the reason behind the request will often improve the 
documentation immensely (Follow-On will apply to these requests probably 5 or 6 out of 10 times; 2 
or 3 more out of 10 will likely be addressed by the SME approach if you’re a typical service 
contractor). 

Change Management - Integrating Curmudgeons 
During and especially after a CPSR, things about your purchasing system will change. The changes 
can be as easy as manual corrections and updating debarment approaches to a wholesale revision of 
how your Program Office deals with subcontractors. The former can be handled in a bottle, the latter 
can go off like a bottle rocket if not correctly handled. 
 
Many people think that the best way to handle disruptive change management is to come up with 
the final approach first then sell it to internal customers. SMEs get together, agree on the revisions, 
get approval then implement with training and outreach. 
 
I'll tell you that handling disruptive change in this fashion may light that bottle rocket. 
 
Every company has what I call a "10% Special Snowflake Factor:" those people who will not change 
how they are doing things no matter who tells them they need to change, thank you very much. 
Dictating change to these people will be challenging at best and will disrupt and derail your system 
revisions at worst. 
 
So how do you deal with Special Snowflakes? Make them a stakeholder in the solution. There is a 
HUGE difference between being asked your opinion and being told your opinion doesn't matter. 
When you dictate change to a Special Snowflake you're telling them exactly that - it doesn't matter 
what you want, this is what you're going to do. While even the most "company" person might bristle 
at this kind of direction, the Special Snowflake will take this as an act of aggression. 
 
Instead, I've learned to incorporate the Special Snowflakes very early in the change management 
process as follows: 
 
1. SHOW them what DCMA found deficient 
2. PROPOSE a solution 
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3. ASK for input (positive and negative) to the proposal 
4. Either INCORPORATE input or CLEARLY EXPLAIN why the input cannot be incorporated using the 
FAR and the CPSR as your exclusive reference points. 
5. INCLUDE the Snowflakes in roll-out meetings as appropriate.  
 
You can help those Snowflakes melt! 
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Vendor Rating System 
Vendor Rating Systems! What constitutes an effective system? 
This series of posts will start with some general best practices then dive deeper in subsequent posts. 
 
First - to my knowledge, there is nothing in FAR Part 52 that directly requires prime contractors to 
maintain a vendor rating system (which is not the same as EVMS). The requirement to track 
contractor performance information comes through FAR Part 9 and 42. Vendor Rating System 
requirements, like the CPSR-mandated processes for determining other-than-FFP subcontract 
awards and price analysis, are implicated on contractors by DCMA as part of their determination 
during a CPSR of that contractor's ability to effectively "step in the shoes of the government" when 
administering federal funding during procurements. In other words, in order to get an approved 
purchasing system a contractor has to show that they do things just like a CO would (with some 
exceptions - like cost analysis) when sourcing. 
 
General Requirements: 
 
1. Vendors receiving significant funding within a calendar year should be rated; 
2. The rating should objectively address substantial aspects of vendor performance; 
3. Ratings should occur on a recurring basis; and 
4. Vendor Ratings should be regularly referenced and used effectively during procurement activities. 
 
The next posts will pick apart each general requirement and expand for discussion. 

Objectively addressing substantial aspects of vendor performance within your rating 
system: 
The basic goal is the use of a cross-disciplinary team approach to review aspects of vendor 
performance that could potentially impact the effectiveness of their support under a government 
contract. Traditional manufacturer-implemented vendor rating systems usually focus on pure 
performance - turnaround on order fulfillment, workability of individual parts, down time for repair, 
etc. A DCMA-friendly vendor rating incorporates other aspects of both on-the-ground and 
administrative performance, including effectiveness and efficiency of invoice submissions, customer 
service and responsiveness when performance issues arise. 
 
Don't be worried if your vendor ratings seem largely subjective when it comes to evaluation of 
service subcontractors. If a service subcontractor makes everyone they work for happy, they should 
get a good rating. Happiness in and of itself is a subjective concept, isn't it? The key is using 
standardized evaluation criteria to review as many practical aspects of performance as possible to 
create a full picture of your supply chain participants so that third parties to the system - whether 
they be auditors or new hires - have reliable data upon which to make current and future sourcing 
decisions. 
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How to manage recurring vendor ratings - some help and hints (of course!) 
For new vendors receiving an award that crosses the threshold into "substantial funding" as that 
term is defined by your system, you can document pre-award vendor rating in a range of ways, from 
a memo stating that ratings will occur during the next "ratings refresh" period or at the end of of 
order performance (whichever comes first) to collections of past performance data including but not 
limited to vendor requests (formatted like those requests are sent during prime contract proposal 
processes, via RFQ or separate send, addressing technical capacities), OCI certifications and D&B 
reports (addressing FAR Part 9 concerns). I would suggest some sort of note to the file at the very 
least, so preliminary questions regarding vendor rating are addressed up front during the file review.  
 
For vendors already in the vendor rating system, rating requests should be sent to internal 
participants in the rating process (generally technical leads, contracts and receiving - maybe 
accounting depending on how invoices are received and processed) on an annual basis and at the 
close-out all of that vendor's open orders. A final vendor rating should be included as part of your 
ID/IQ subcontract close-out process. 

Using Vendor Ratings throughout your purchasing system - the When and the How. 
There are two basic uses for a Vendor Rating - Qualification and Differentiation.  
 
Qualification - your vendor rating system should include a basement qualifying score under which 
vendors are excluded from procurement activities. Easy way to do it - scores based on 10 (averaged 
scores) or 100 (cumulative), with a cut off at 5/50. 
 
Differentiation - Vendor Ratings are great tie breakers in Best Value procurements. Past performance 
is a valid evaluative criteria - vendor ratings should be taken into account when determining 
awardees resulting from competition.  
 
In short - it's not enough to calculate vendor ratings. You have to use them too! 
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Buy American and Berry Amendment 
(HISTORICAL) Policy Update: Buy American Act is here, EEO is ... ? 
DCMA has added a requirement for a policy and procedure for Buy American Act compliance. This policy 
is referenced in the CPSR Policy and Procedure Matrix with Specialty Metals (both requirements derive 
from FAR Part 25 and DFARS Part 225, as do Berry Amendment requirements and notices of utilization of 
foreign contractors under certain DoD prime contracts). 
 
Your Buy American Act policy should generally cover (1) Flowdown that applies requirement; (2) 
thresholds; and (3) certification requirements. As always, be careful how much liability you assume for 
audit and validation of certifications.  
 
Meanwhile, DCMA seems to have removed all references to EEO requirements (in particular EEO Pre-
Award Clearance requests in accordance with FAR 52.222-24) from both the P&P matrix and the CPSR 
Guidebook.  
 
If it does come up during your review, remember that "pre-award" refers to the PRIME CONTRACT award, 
not any subcontract award. In other words, unanticipated modifications that raise the subcontract ceiling 
over $10M do not incur any pre-award clearance requirements. Also make sure to check the DOL Registry 
before submitting any pre-award clearance requests. 

  



122 | P a g e  
 

Cyber Security 
DCMA Oversight to Cybersecurity during CPSR 
DoD recently released a memo notification that compliance with DFARS 252.204-7012 (Cyber 
Security) will now be reviewed during CPSRs. So what does that mean to you? In general there are 
three (3) types of requirements reviewed during a CPSR: 

1. Policy-Only: Met when a policy is presented and approved; no questions and no file review aspect 
(e.g. "Supply Chain Management") 

2. Policy and Summary Question: Met when a policy is presented and approved AND 
summary/general question answered adequately; no file or process aspect to the review other than 
adequate flowdown during award when applicable (e.g. Internal Reviews, Training, Counterfeit Parts, 
Excessive Pass-Through, Specialty Metals, etc.) 

3. Policy and Review: Just want it sounds like (TINA, CAS, FFATA, Price Analysis, etc. etc.) 

In general, this has the specific look and feel of a Type 2 requirement. Which means during the 
review you'll need: 

a. A policy on Cyber Security; and 
b. To answer questions regarding any incidents of noncompliance with the clause within your supply 
chain. If none, just so state. 

I predict this will look very much like the reviews of Counterfeit Parts and Excessive Pass-Through 
currently conducted by CPSR Teams. 
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General Administrative requirements of DFARS 252.204-7012 
Here are what I’ve digested as the general administrative requirements of DFARS 252.204-7012 with the 
organizations with primary functional responsibility in parentheticals: 

1. Ensuring Contractor is compliant with NIST 800-171 requirements at a top and ground level. (Program) 

2. Identifying CDI and CUI required for performance. (Program) 

3. Identifying subcontractors with access to CDU/CUI during performance. (Program) 

4. Ensuring subcontractors acknowledge compliance with NIST 800-171 standards prior to performance 
(Procurement) 

5. Monitoring performance, including auditing sub compliance with NIST 800-171 requirements. 
(Program) 

6. Reporting incidents. (Program)(Contracts) 

7. Generating reports on: 
a. Subs with access to CDI/CUI during performance (Program)(Procurement) 
b. Incidents reported and resolution. (Program)(Contracts) 

  



125 | P a g e  
 

CPSR Data Calls 
Quick Hit - Data Call Considerations 
Many contractors I work with (okay, all but two. Two out of ... more than a couple!) have a lot of 
issues creating reliable data calls in response to DCMA questionnaires received prior to CPSR. The 
inability to create a reliable data call will definitely compromise your review and, if the problem is 
bad enough, can result in a significant finding under DFARS 252.244-7001(c)(16).  
 
Why the problems? It's fairly simple - data calls come from the contractors' accounting systems, and 
their accounting systems aren't set up to respond to CPSR data call requests. Why not? Because: 
 
* Accounting systems always come first. Most contractors don't have to deal with CPSRs for years, 
often decades, after accounting system set-up. Many contractors set their AS up as quickly as 
possible to get approval and many of them neglect going back to reformat their AS structure once 
things are up and running, After all - if it's not "broken" why spend money to "fix" it? 
 
* Many contractors use a chronological numbering system that does not provide a way to segregate 
data with search criteria. Those who use thematic numbering usually don't incorporate themes 
relevant to a CPSR; and 
 
* Many contractors neglect to track ceiling values in their accounting systems; ceilings (if tracked at 
all) are included in the paper subcontract or task order that is not tracked anywhere in a searchable 
database. This prevents contractors from both seeing unrealized ceiling value and from being able to 
reliably determine the original value (if cumulative values are the only ones tracked in the AS). 
 
Two big things to consider: 
 
1. Track award values and ceiling values in your accounting system. You can, you just don't right now 
:) This is a BIG DEAL for a lot of reasons. The main one is that mods within the data call period should 
be reported at MOD VALUE, not total value. In other words, if you have a $715K file in the review 
period because of a ceiling-raising mod but only the $15K mod occurs in the data call period (the rest 
was awarded earlier), then the action for review during the CPSR should be reported to DCMA as 
$15K, not $715K. This means the subcontract now has anywhere from a 0.00001 - 0001% chance of 
being pulled (depending how many files you have under $25K) as opposed to a 97-100% chance of 
being pulled (all or almost all of your $500K subcontracts will be reviewed). 
 
2. Use your numbers the way the government does. The government has a numbering system for its 
prime contracts that tells you all sorts of stuff, like the ordering agency, the year of award, the type 
of award and the number of contractors working under the effort. Your subcontract and PO numbers 
don't HAVE to be chronological - they just have to make sense. Much like your file you can organize 
chronologically or thematically. Consider having those numbers mean something. One of my clients 
has a numbering system where all 10 digits in the PO number means something for their various 
reporting requirements. You don't need to be THAT detailed (you can though!) - even differentiating 
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between direct and indirect awards with a digit or number (e.g. D or I in the first digit position) will 
help immensely in thinning out the data call. 

Inventory - Are you reporting these purchases during a CPSR? If so ... why? 
I've been working with more and more manufacturing contractors lately. The interesting and 
sometimes vexing thing about manufacturing clients is that they almost always have both USG and 
commercial clients; and the products they provide to either are usually very close to each other in 
specifications and supply chain participation. With these clients a singular issue (other than reliance 
on Historical pricing for evaluations) almost always raises its ugly annoying head:  
 
What do I do with my inventory stock?  
 
When I buy common stock and commodities for both USG and commercial clients, how do I report 
these during a CPSR? How do I stop commingling? How can I possibly take a requisition that orders 
100 of the same part for multiple customers and effectively and adequately separate out the USG 
buys on a 2-4 day buy timeline prior to placing the order? 
 
My simple take - why are you reporting them at all? Take them out of your data call, they don't 
belong there. 
 
Why do I feel this way? Couple of reasons. But first let's discuss the difference between an inventory 
buy and a long lead item.  

A long lead item is a purchase specifically for an upcoming prime contract award. Award is pending, 
but the delivery schedule does not permit procurement of certain items because the lead time for 
delivery exceeds the first deliverable milestone. As a result, the manufacturer buys the LLI at risk in 
order to make schedule. Fairly common practice especially with sole source FFP manufacturing 
contracts. 
 
Inventory buys are something completely different. An inventory buy is procurement of common 
stock that is required for delivery under both USG and commercial contracts. With common stock, 
the contractor buys the stock at regular intervals, often at the prompting of an MRP tickler system 
based on forecasts. These buys are made without anticipation or award of contracts from USG. 
 
When determining whether or not a pre-award purchase is subject to reporting during a CPSR, you 
should ask two questions: 
 
1. Would your company have made the buy if not for the impending government contract award? 
and 
2. If you don't get the award, will you (not COULD you) sell the parts to a commercial customer at 
price plus mark-up in accordance with your ordinary course of business and standard commercial 
practices? 
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If the answer to both questions is yes, consider that holding parts as inventory outside a government 
acquisition cycle makes the parts yours to bid without outside quote or participation from a third 
party subcontractor during the proposal process. Also consider that buying the parts without an 
anticipated contract award in the ordinary course of your commercial business means the parts were 
going to be purchased whether or not your company even read the RFP requesting the parts. 
 
Now ask yourself - is it correct to treat this sort of purchase as a direct procurement? 
 
A client of mine asked that very question during a 2014 CPSR. As a $1B/yr contractor they provided 
DCMA with a CPSR data call totaling $35M. When pressed, the contractor explained that true 
inventory buys (as distinguished from LLIs) were bought as part of the regular course of the 
contractor's commercial business and were retained as stock. Since such buys were made with or 
without a government contract in place the contractor bore exclusive risk for RFP compliance and 
pricing during proposal and performance; they also bore the risk of delivery on rated orders without 
implication of the sub (as delivery was made by them without regulatory requirements). As a result, 
because the buys were not made in anticipation of a government contract and were part of a 
commercial configuration they would not be provided for review. 
 
DCMA signed off on this stance. The client passed their review and retained purchasing system 
approval without significant findings in the final determination. 

What do you include in your CPSR data call? Part 1 
I hear A LOT of disagreement about what to include in CPSR data calls ... even from CPSR Teams! 
Assuming direct procurements under most federal contracts will come in during a CPSR, we'll cover four 
types of non-obvious buys that could be causing confusion as you prepare for your review. First we'll 
define when a file comes under CPSR in general. 
 
The regulatory baseline is important: in order for the government to be able to audit or review, there 
must be a regulation flowed into the prime contract that puts the contractor on notice that the review or 
audit will occur during performance. Examples include: incurred cost audits, 52.216-7; property, 52.245-
1; EVMS, 52.234-4; and CPSR, 52.244-2. In order for procurements within a contractor supply chain to be 
reviewable during a CPSR, those procurements must be awarded under a contract that includes 52.244-2 
as a mandatory flowdown. In particular, 52.244-2(i) states the following:  
 
(i) The Government reserves the right to review the Contractor’s purchasing system as set forth in FAR 
Subpart 44.3. 
 
This being said, I've seen attempted overreaches on scope of review by teams even this year. One of the 
13 CPSRs we've supported this year asked for all direct and INDIRECT orders! The important thing to 
remember as we discuss any CPSR issue: a review is a negotiation. Many times negotiations start low with 
offers that neither party expect will be taken seriously. With the understanding that we're dealing with 
the government, we'll discuss how to gently yet firmly push back on excessive requests along the way. 
 
For now, let's discuss any group issues with or questions about this base concept. In the next post we'll 
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discuss data call inclusion of procurements awarded under prime contracts issued by agencies using 
discretionary federal funds. 
 
What is a "subcontract" that is subject to review during a CPSR? 
As a result of some lively exchanges on what I wrongly assumed was a foundational and mutually agreed-
upon point of the CPSR process, I'd like to define the scope of a CPSR as defined by the FAR and DFARS, in 
particular FAR Part 44 and DFARS 252.244-7001. 
 
FAR 44.000 defines the scope of a CPSR, which is the review of a contractor's purchasing system. A 
purchasing system is the overarching set of policies, procedures, processes and artifacts related to the 
contractor's award of subcontracts. As a result, DCMA gets to review subcontract files during a CPSR. So 
... what is a "subcontract?" 
 
FAR 44.101 states: “Subcontract” means any contract as defined in Subpart 2.1 entered into by a 
subcontractor to furnish supplies or services for performance of a prime contract or a subcontract. It 
includes but is not limited to purchase orders, and changes and modifications to purchase orders. 
 
Per FAR 44.101, a "subcontract" subject to review during a CPSR is awarded for performance of a prime 
or subcontract. Orders placed that are not for performance of a prime or subcontract do not meet the 
definition of "subcontract" for CPSR purposes as the 2.1 definition is further refined for use within this 
part. 2.1 = subcontract; 2.1 + 4.101 = CPSR subcontract.  
 
DFARS 252.244-7001 continues this approach in (c)(2), which states: 
 
(c) System criteria. The Contractor’s purchasing system shall— 
 
(2) Ensure that all applicable purchase orders and subcontracts contain all flowdown clauses, including 
terms and conditions and any other clauses needed to carry out the requirements of the prime contract. 
 
Again, as defined here, "subcontract" for CPSR purposes is one that is awarded for fulfillment of a 
requirement of a prime contract.  
 
In cases where a CPSR Team Lead asks for indirects, politely but firmly walk them through the regulatory 
requirements applicable to a CPSR to ensure an efficient and effective review for all parties. 

The days of manual data call development have suddenly ended. 
Current CPSR questionnaires have a brand new requirement: You must denote whether an award is 
commercial or noncommercial in the data call. Some data calls are also requiring a denotation of the 
competitive level of the procurement. 
 
Are you still data dumping thousands of lines from your accounting system into a spreadsheet then 
shuffling through each line to see what should and should not be reported to the CPSR Team? If so, give 
yourself an extra few weeks to get these requirements included prior to data call delivery. 

CPSR Data Call Requirements 
I think we've covered CPSR Data Call requirements on a piecemeal basis in past posts; I'll try to 
consolidate everything here: 
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Enclosure 1: This section of the CPSR data call request will ask for two types of information: top 
level system data (total count of files at certain thresholds; annual revenue, etc.) and document 
production requests (policies and procedures, org charts, signature authority matrix, etc). This 
Enclosure will also define expectations for the CPSR Universe (Enclosure 3) including types of 
prime contacts and subcontracts to exclude from the universe.  
 
Two notes here: first, IWOs should not be provided in this list as internal divisions and affiliate 
companies do not meet the FAR 44.101 definition of "subcontractors;" second do not include 
lower tier subcontracts in your data call. FAR 52.244-2(i) must be present in your contract for 
subcontracts to be subject to CPSR, and 52.244-2 does not flow down to subcontracts of any tier. 
 
Enclosure 2: This matrix will align your policies and procedures with DCMA CPSR required 
policies. Be ready to produce a policy on UIDs (252.211-7003) and split awards. Also be prepared 
to do an overhaul of your commercial item policy.   
 
Enclosure 3: CPSR Universe. DCMA will expect you to be able to track and report ceiling 
modifications during the Universe period, and will also be ready to provide a determination of 
the commerciality and competition for each subcontract and order reported.  
 
Here, make sure funding modifications within previously established ceiling and scope (including 
task orders that do not add new pricing or increase ceiling) are not reported as "procurements" 
in your Universe. Finally, don't be surprised if the CPSR Team waits until the first day of the 
review to provide the final data call. Many teams now provide a list of five files that should be 
ready for review the Friday before they arrive then drop the final list after the in-brief. 

Can you report on your prime contracts when directed by DCMA? 
Here is an excerpt from a CPSR Data Call received today; it mirrors a now-baselined reporting 
requirement during the CPSR process: 
 
“Please place an "x" if any of the FAR/DFARS clauses on the left of the spreadsheet are included in the 
prime contracts listed at the top of the spreadsheet. In addition, at the top where it lists each of prime 
contracts, please add the other requested information below that respective prime contract – prime 
contract value, competitive/sole source, DPAS rating, prime contractor or subcontractor, and the type of 
contract (CPFF, FFP, etc.).” 
 
So be prepared to respond to data call requests related to your prime contracts. 
 
Also remember that you should not report any subcontracts during your data call since FAR 52.244-2 is 
not a flowdown in any subcontract at any level. If consent doesn't apply, then orders placed under that 
contract are not reviewable during a CPSR per FAR 52.244-2(i). But ... once you report they become part 
of your data call.  
 
Trick question - be careful. 
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Quick Hit: What shouldn’t be included in your CPSR Data Call? 
 

• Second (and lower) tier subcontracts (no flow down of FAR 52.244-2) 
• Items bought on an inventory basis and shared amongst government and commercial customers 
• Subcontracts awarded under prime contracts administered by agencies issuing discretionary 

funds (FAR only applies to appropriated funding) 
• Intercompany Work Orders (IWOs) – affiliates and divisions of the contractor are not considered 

“subcontractors” per FAR 44.101. 
• Task Orders issued within ceiling and scope of an IDIQ awarded outside the data call period  
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(HISTORICAL) CPSR “Learned Lessons”  
CY2014 CPSRs - The Year In Review 
We helped nine (9) clients with CPSRs in CY2014 (with three more reviews completed through 31 
MAR 2015). What we've learned (in brief): 
 
1. www.sam.gov is more or less dead for CPSR and SBA audit purposes. SB Certs should be "wet 
signatures" directly to the contractor reporting via ISR/SSR. Day of Award certs are required for 
debarment [52.209-6(c)] and Anti-Lobbying Act compliance [52.203-11(c) and 12].  
 
2. Competition is always good and will always receive high marks during a CPSR; however there 
seems to be a lessened focus on competition levels maintained by service contractors. In general, if 
source justifications make sense and are supported with object evidence when required; price 
analysis is solid and supported; and negotiation are attempted on noncompetitive developmental 
efforts exceeding the SAT (and/or commercial item purchases at volumes suggesting available 
discounts); then the contractor can avoid findings regarding lack of competition. 
 
3. Usurpation of Authority has come back as a finding de jure. If you have requisitions submitted with 
invoices; work starting before a requisition is received; or work beginning before award without a 
letter subcontract; the Procurement Organization's sole authority to administer procurements and 
bind the company to performance has been usurped and a significant finding is in the works. 
 
4. Counterfeit Parts - you need a policy and procedure and you need to be ready to address the topic 
specifically if your purchasing system output suggests routine procurement activities for electronic 
parts.  
 
5. DCMA is performing onsite interviews as a standard part of its CPSR process. Questions are 
generally bland but can be more focused if the review is leading the team down the road to a finding 
(e.g. evidence of usurpation). 
 
6. DCMA has recently conducted statistical analyses of review results and determined that the vast 
majority of contractors who go more than 5 years without a CPSR will fail their next review. To 
address that finding, as well as DFARS 252.244-7001(c)(18) requirements, DCMA is now paying 
special attention to internal corporate processes for compliance reviews of system output.  
 
7. DCMA has revised its approach to TINA compliance. The current test only applies TINA to 
subcontractors when (a) 52.215-13 is a prime contract flowdown; AND (b) TINA is applied to the 
prime contractor by the government. If you as the prime were not required to submit certified cost 
and price data, then neither are your subs regardless of PK flowdown.  
 
8. We discovered a new/old option for CAS compliance on ID/IQ subcontracts during live CPSRs. We 
call this a "new/old option" because the basis for the revised notice process is in FAR 52.230-1 but is 
not currently being used by defense contractors when available. This new/old option for CAS 
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compliance and notice submission was reviewed without comment by DCMA IG and kept one of our 
clients from getting a public law finding when notice was not provided for an ID/IQ developmental 
subcontract to an LB with a multi-million dollar ceiling and one $800K+ task order. 
 
While I'm not going to share this option in an open forum, I did want to share that controlled 
creativity is rarely a bad thing during a review. The regulations are written the way the regs are 
written - if they provide reasonable options for compliance you should try them when available. 
Otherwise they do you no good. Doing things "the hard way" gets you no credit other than when 
telling war stories with your colleague. Do things easy when the regs permit. In no case since 2012 
and that year's adjustment to DCMA upper management and review approach have I seen DCMA 
react violently or with other than mild initial displeasure to a reasonable interpretation of a 
regulation explained patiently and with documentary support. 

(HISTORICAL) Lessons Learned from a(n Eventually) Successful CPSR 
I recently helped a client with their response to DCMA's initial CPSR Report. The report on their then-
approved system cited 22 significant deficiencies (six public law) and the Review Team’s disapproval 
recommendation. This was the bad news. 
 
The good news is that last week this contractor received notification of approval of their purchasing 
system with a follow-up CPSR TBD based solely on that response and some follow-up questions. 
 
What happened? For me, this CPSR highlighted some important aspects of preparation and recovery 
I wanted to share: 
 
1. Balance Efficiency with CPSR Requirements. If a procurement decision requires a document, DCMA 
wants that paper in the file. DCMA may review documents that reside outside of the file being 
reviewed but they are not required to do so. 
 
This contractor kept Reps and Certs in a central storage area, not in files. Subcontractors accepted 
orders via an online vendor portal. No evidence of this acceptance was included in files; it was 
maintained solely in this online system. The CPSR team refused to review any "outside the file" 
documents. As a result, “missing” Reps and Certs resulted in public law deficiencies. The lack of 
documented acceptance of rated orders resulted in a significant DPAS deficiency. 
 
Lesson to Learn – some efficiencies simply aren’t worth it. Slimmer files are good but public law 
deficiencies are not. 
 
2. Nothing is Obvious to DCMA. The decision to buy on a commercial item basis must be documented 
with a Determination of Commerciality (DofC). Without a DofC, DCMA will review the file as a 
noncommercial procurement. This review approach can result in findings of TINA, CAS and Small 
Business Subcontracting Plan noncompliance when big noncompetitive commercial item 
procurements awarded to large businesses are completed without a DofC. 
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All of the contractor’s large orders were for commercial item parts and components. The contractor 
processed “obviously commercial items” on a commercial item basis without a DofC. This not only 
led to public law findings but also to findings regarding deficiencies in the DofC process (of course) 
and deficiencies reporting awards to foreign subcontractors performing under DoD contracts. 
 
Lesson to Learn – document the obvious. Many contractors do not see the value in completing a 
DofC during their procurement activities for things you can buy from Target. But if the file doesn’t 
say it’s commercial, DCMA will not apply commercial item exemptions to the review. 
 
3. Clean Up Your Data Call! DCMA’s request for your list of files awarded during the data call period is 
a formal government request for data. A contractor’s inability to correctly respond to a formal 
request for data is recorded as a significant deficiency. And files incorrectly included in the data call 
can result in findings even if the file should have been excluded. In other words, once the file is in the 
review CPSR review rules apply to it – the mistake of inclusion is assessed against the contractor 
during the live CPSR. 
 
The contractor did not automate their data call response based on DCMA-imposed rules of exclusion; 
the entire data call process was manual. As a result, several orders under GSA contracts were 
included in the review along with some high dollar value orders awarded to a contractor affiliate. 
These incorrectly included high dollar value orders resulted in several public law deficiencies. 
 
Lesson to Learn – start tightening your data call process now, don’t wait to tighten up your physical 
data call results later. If your company’s process is “data dump from accounting system then manual 
review of thousands of orders” I would respectfully suggest a new process. Make sure to explore 
your options regarding revisions to your accounting system reports before DCMA starts asking 
questions of your system. 

Seven CPSRs completed in 2015 - What did we learn? 
Last week we finished support of our 7th CPSR in 2015. I see some trends emerging that I'd like to 
share with the group. If you've been through a review this year please feel free to comment here or 
start your own post - I'm sure the group would love to hear the experiences of their on-the-ground 
colleagues managing this process! 
 
* CPSR teams: 4 from Boston; 2 from Dallas; 1 from Phoenix. I can't say this is a "real trend" but the 
Boston teams were assigned to pure-play East Coast service contractors; Dallas got a mix of 
aerospace and pseudo-manufacturing contractors (e.g. build to print / configuration management-
type contracts) with Phoenix getting R&D / manufacturing. This isn't a guarantee (geography and 
availability always play big parts in team assignment) but these 7 contractors aligned into these 
groups I've seen trend since 2012. 
 
* Competition is obviosuly examined during reviews but we've seen teams ease up on a punishing 
competitive metric analysis if three things are handled in concert: 
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1. Writing reasonable source justifications that don't claim uniqueness without extensive market 
research; 
2. Nailing convincing price analyses; and 
3. Providing performance (SOW) based reasons for any lack of competition during the in-brief on a 
contract-by-contract basis as appropriate.  
 
* DCMA is officially kiboshing the use of GSA schedules for the analysis of noncompetitive service 
awards (based on MAR 2014 DoD directive). If you present a reasonable argument you can still use 
GSA for item procurements (hint - focus on the pricing methodology for adding items to a Schedule 
vs labor rate adds). 
 
* You'll need a policy on Split Awards (hint - FAR Part 13). 
 
* Be prepared to discuss Subcontractor Financing - especially progress payments and financing on 
FFP awards (new-ish focus area). 
 
* You may or may not be asked about awarding other than FFP subcontracts. Not one question was 
raised on this issue over any of the 7 CPSRs. 
 
* DCMA may expect you to negotiate all noncompetitive awards. If you don't want this job, push 
back! In order to push back, you'll need clean and effective price analyses (and answers for why you 
don't do cost analyses). If DCMA doesn't like your analyses and answers do not expect deference on 
this issue. 

CPSR 2016 Field Updates 
Some decent sized updates from nine completed 2016 CPSRs (and recent additional data calls):  
 
(1) It seems the Consulting Agreement exception to data call production has been rescinded. Data 
Calls from May 2016 forward have not included this exception (which started showing up in 
Enclosure 1 sometime in 2012). Be ready to produce direct charge consulting agreements in your 
Enclosure 3 response.  
 
(2) Final CPSR file requests seem to be shrinking. Our 2016 final CPSR file requests are averaging 
between 50-60 files or less, regardless of contractor annual revenue. A contractor with whom we 
collaborated on a CPSR this summer has billions in annual revenue and had thousands of orders 
within their data call universe but the final request was less than 60 files. I somewhat surprised them 
with my pre-review prediction and DCMA somewhat surprised me by proving it right! This has been 
staying pretty constant so far in 2016 from our experience, but please post a comment if you've had 
a different one!  
 
(3) CPSR leads becoming more consistent with the delivery of pre-review questions. These questions 
cover non-file system issues like excessive passthrough, closeout, internal audit, requisition process 
overview, and counterfeit electronic parts. Some teams request them prior to conclusion of the 
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review but many are now requesting the responses back within close proximity to the data call. 
 
(4) Another requirement that's streamlining (somewhat): Policies and Procedures (P&P). DCMA has 
reduced required P&P to 35-45 (depending on team) down from 55-65, but has significantly 
increased scrutiny of P&P quality. Simple WIs definitely aren't enough. This inverse proportionality 
between number and quality of P&P seems a reasonable balance esp. for contractors just starting on 
procurement P&P. Fair warning - some of the volume loss is a collapse of small policies to a single big 
one (e.g. Subcontractor Financing). 

Points of Emphasis in the 2016 CPSR Environment 
We've helped 6 contractors navigate the CPSR process this year through June 2016 (1 Manufacturer; 
2 R&D; 4 Service); to commemorate here are 6 points of CPSR 2016 emphasis: 
 
1. The better the manual, the better the team's opinion of the contractor. Confusing and/or 
incomplete manuals lead DCMA to assume chaos reigns onsite. 
 
2. Approvals will be reviewed: both how the requisition is approved and the authority of the person 
administering and executing the award. Do you have an administrative authority matrix in place yet? 
 
3. Competition is less emphasized if (a) programs require incumbent support / approved 
configuration management; and (b) price analysis is sufficient. Use your in-brief to begin this 
discussion. 
 
4. Your Team will likely ask why you aren't (a) performing price analysis under the micro purchase 
threshold; or (b) attempting negotiation on ALL noncompetitive procurements. Stand strong and use 
the FAR and DFARS to support your positions. 
 
5. Be ready to discuss commerciality of procurements $700K+ (ESPECIALLY services. Service talks 
could take days) and document COTS whenever possible. A good COTS determination lightens the 
reviewer's burden of assessing both public law compliance and evaluative documentation. 
 
6. Day of Award Certs. Just get it done!  

(HISTORICAL) DCMA has revised the CPSR Corrective Action Request (CAR) Process 
CPSR Teams now appear to issue Level 2 CARs directly to the contractor. 
 
ACOs no longer seem to issue Opportunities for Improvement to contractors with their Initial 
Determinations. Now contractors only receive Significant Deficiencies at this phase.  
 
So don't be surprised if you receive Level II CARs before your initial determination! 
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CPSR DCMA Interview Questions 
CPSR Prep – Interviews 
DCMA Teams have started performing interviews of contractor employees again as a standard 
practice; it's happened 13 out of 13 times on CPSRs we've participated in since JAN 2014. There are 
definitely patterns to the questions asked and the prep required: 
 
1. Interviews will occur in the second week of the interview. First week is for the team to get settled 
and get through as many of the files >$100K. The first week will provide the vast majority of the 
findings that will find their way to your initial report. 
 
2. DCMA will interview buyers and SCAs. Unless you have a smaller group, they will not interview 
managers and above.  
 
3. No one but the interviewees are permitted in the room with the team during the interview. 
 
4. DCMA will generally ask open-ended questions of the buyers, such as "Where do you go when you 
have a question about TINA?" "When was the last time you were training?" "Does management 
support the procurement function?" They do this with one of two general intents: (a) checking the 
task off the CPSR checklist and getting to know the buyers better; or (b) allowing buyers to fill in long 
silent breaks during the chat. These can be contemporaneous intents. 
 
5. The CPSR Team will, at times, ask more pointed questions. This can happen especially when DCMA 
sees systemic weaknesses that point to an usurpation of procurement authority. During a review we 
helped with last May the team identified evidence of usurpation (invoices and/or quotes with 
requisitions) during the review which led to the inclusion of the following question during the 
interview process: "Please describe the requisition process, including how requisitions are received 
during a procurement." 
 
6. The team will not ask buyers about specific files. 
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CPSR Preparation 
When is the last time you actually read your Purchasing Manual? 
Often, when policies and procedures are revised at the ground level little truing up is done on the 
purchasing manual (e.g. have you changed requisition formats but neglected to update the manual? 
Any new systems in place capturing document requirements?). Also, new manuals (either brought 
with someone from their last place of employment or purchased from a consulting firm) likely 
contain several areas of practical dissonance with actual practices (e.g. Are you REALLY performing 
cost analysis whenever required by the FAR? Are you TRULY documenting informal Make or Buy 
Plans for all complex procurements regardless of dollar value or flowdowns? Does an evaluation 
committee REALLY convene to evaluate all Best Value procurement activities?). 
 
Read your manual before your next CPSR and make sure what you ACTUALLY do doesn't conflict with 
what the purchasing manual SAYS you do. While misstating compliance requirements in your manual 
will not get you a Free Pass for violations and findings resulting from those misstatements, 
statements of actual procedures countermanded by file documentation can earn you additional 
findings not based on regulation or public law. 
 
You definitely don't want to create findings where none would otherwise be found. Some 
housekeeping on your company's manual can fix easily avoidable issues during a review. 

How much prep is enough? 
Due to increasingly prevalent RFP terms that include approved or approvable purchasing systems as 
a major evaluation criteria, I've seen a significant uptick in companies getting violently thrust (or 
violently thrusting themselves?) into the CPSR process without a real idea of the enterprise wide 
implications. As a result I get the same pointed, understandable and industry-wide question 
presented with little variation: 
 
“C-Suite employees know the company needs an approved purchasing system. They're 100% 
committed to implementing the bare minimum needed to pass a CPSR. What do we have to do?” 
 
Ugh. Loaded question. Here are my initial suggestions if you’re in this situation: 
 
1. Clearly internally define the “bare minimum.” Extent and level of detail is perhaps internally 
negotiable, but the foundation elements aren’t available for interdepartmental debate – DCMA 
expects every contractor to successfully incorporate all 24 elements included in DFARS 252.244-
7001(c) into their purchasing system. Start there and get a lay of the land. When you get there you’ll 
notice that 13 of those 24 incorporate supply chain cost and price controls. 
 
2. Competition; Effective Price Analysis and Negotiations; and Compliance with CAS, TINA and 
Consent Requirements represent the foundation of effective supply chain cost and price controls – 
or effective implementation of more than half of the 24 elements required of an approvable 
purchasing system. Focus your initial compliance efforts on these aspects of effective supply chain 
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management as early as possible. 
 
3. Start organizing your files. Develop a standardized file checklist with CPSR-required documents 
included and implement across the enterprise. Even if the files aren’t full yet, people need to get a 
feel for what’s going to be required. 
 
4. Training, Training and more Training. Lunch and Learns, formal presentations, peer training 
sessions, in-house lectures – keep track of everything you do (curriculum, sign-in sheets, etc.) and 
add in more (formal and informal) to cover “hot button” issues and traditional concerns (see 
Suggestion #2) that are DCMA focal points during a CPSR. If your training budget is tight see about 
guest speakers or internal development of training sessions. 
 
5. You need a manual. It’s the first required element of an approvable purchasing system per DFARS 
252.244-7001. It’s also the first thing DCMA looks at during the CPSR process. Make sure you have 
ALL of the policies and procedures required by DCMA (not just the ones you use every day). The list 
of 55 policies incorporated into their 2008 CPSR Guidebook is the latest version published but it is 
missing at least five (5) polices routinely requested by current CPSR teams: ARRA; Human Trafficking; 
Counterfeit Parts; Excessive Pass-Through; and Executive Compensation Reporting. 
 
There’s more to it that all of this, of course, but if you can get a grip on these 5 aspects of supply 
chain management in a CPSR compliant environment you’re well on your way towards system 
approval. 

Watch Emails in Procurement Files  
I'd like to discredit a common misconception regarding file documentation up front: Thick files DO 
NOT NECESSARILY EQUAL compliant files.  
 
An antiquated approach to dealing with auditors goes something like this: Inundate them with reams 
of documentation. Put them in a cramped room with no AC in the summer. Sweat them out and 
they'll leave before they can find anything. 
 
Here's how CPSRs work now: Put DCMA in a cramped room with no AC? They'll demand to be 
moved. The room will also need a printer, fax, internet access, a phone that dials out and a lock. 
Inundate them with paperwork? Okay - CPSR is extended and more analysts may be called in to pick 
up the slack.  
 
Fat files don't scare auditors - they anger them! Some of my roughest reviews came out of 
ridiculously thick files filled with reams of email communication. Is that because I was angry? 
 
Actually no. They were rough because email strings are treasure troves of noncompliance. Real life 
example: 
 
I worked for a client as part of a consulting company a few years ago. The Friday before the review 
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commenced we asked the client to have all $500K+ files in the DCMA audit area ready for review. 
We'd been working for months on remediative efforts - time to tab, stack and go! 
 
When the files showed up 9am Monday, several of the ID/IQ files got mysteriously ... bigger. Like, an 
extra hundred pages a piece. No time for questions, in-brief started. Deep breath and let's dive in. 
 
As the questions started coming in on those "fat" files we found out what happened - the SCA, in a 
bit of a panic, decided to print out ALL of her emails from the proposal evaluation stage (which no 
one had seen during pre-CPSER review) and shoved them into the file Friday night. She was worried 
that her files weren't big enough to impress the auditors. The problem - the files documented a 
competitive ID/IQ price analysis. However the emails that were a late add included conversations 
between BD and subs where target rates were provided to the subs prior to their price proposal 
submissions. 
 
All of a sudden, the first 10 files DCMA reviewed (all part of the same ID/IQ prime) were deemed 
noncompetitive. 10 TINA violations before lunch on the first day. 
 
What's to learn from that story? 
 
1. Emails are dangerous. Emails should ONLY be included in a file when they fulfill a documentary 
requirement. DPAS acceptance; information from a sub regarding commerciality of a proposed item; 
approval or time stamp for a time-sensitive document, etc. Extraneous parts of the string should be 
cut. 
 
2. Don't hide things during the remediation process! Mistakes happen. They get exponentially worse 
when the mistakes are a surprise to the contractor during a review. You can get leniency for mistakes 
with disclosure and proposed corrective action, but it can be disaster if DCMA finds something you're 
trying to hide. 

Tips for your Live CPSR 
I'm onsite supporting a CPSR and thought I'd provide a few “outside the file” tips for your next 
review: 
 
1. Communicate your Corporate Story: If you present your company as just another "contractor 
supporting the warfighter" (a term that is not necessarily impressive to DCMA on its own) you’ll 
eliminate the ability to take advantage of exceptions to requirements. Example - a contractor who 
focuses on R&D had a compliance exception - up to $30K – for field procurements in support of R&D 
projects. The idea was to allow PMs field testing prototypes to purchase replacement parts and 
components to complete testing. Their CPSR Team Lead was a former SBIR CO and, far from rejecting 
the practice, suggested that a higher threshold for field purchases could be requested. 
 
If you have a story that explains your approach to file compliance that may differ from "the norm," 
SELL IT. Begin in your data call, continue in the in-brief and bring it up during every meeting and 
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report (when relevant!). Government understanding of your relative position between Customers 
and supply chain can do a lot of lessen the impact of findings. During this CPSR the client explained 
that much of their revenue is derived from support contracts for unique Customer systems. As a 
result, during the in-brief the Team Lead mentioned that given the contractor's area of specialty the 
team would not expect to see competitive buys and that their focus would be the validity of source 
justifications. By telling the story the client walked out of the meeting with Competition off the table 
as a potential significant finding. That's magical!  
 
2. Dress Code: SES and Lawyers wear suits; high GS-ers wear jackets and ties (or female equivalent); 
everyone else wears business casual. I suggest applying that dress code internally during your review. 
If you wear a suit during your CPSR around the DCMA team you'll be overdressed every day. You'll 
also be giving the impression (at director level and below) of formality at the institutional level 
(people wear suits to appear polished). Does your system and its output agree with this impression? 
Make sure your visual cues agree with your corporate story. If you're a high tech company, DCMA 
will expect to see engineers running around in jeans and flip flops :) 
 
3. Fighting with the Review Team: Don't. Ever. Even if they are dead wrong (e.g. asking debarment 
questions on orders under the micropurchase threshold) don't try to dress them down with an 
encapsulation of the FAR and its legislative history. There may be a time for that (during the draft 
report and response phase) but it's not during the live review. Just like how a server you insult is 10x 
more likely to spit (or worse) in your food, an angry analyst is much more likely to eviscerate your 
files. The deeper they cut the harder it is to heal prior to determination. 
 
4. It Ain't Over Till It's Over! You have three main opportunities to gain purchasing system approval: 
(a) during the actual review (by avoiding significant findings); (b) during response to the draft ACO 
report; and (c) during proposal of your Corrective Action Plan (which sets the stage for approval or 
failure during your next CPSR). Even if the review doesn't go well, every interaction with DCMA 
should build trust with the team that your company is committed to the process and knows the next 
steps to achieve compliance. If that gets carried successfully into the response to the draft report, 
you can get approval even after a relatively disastrous review (see my previous post on the 
contractor with 22 significant findings who gained approval without a formal CAP due to their 
response to the draft report). 
 
If you have other "non-file" tips please feel free to post! 

Creating Your In-Brief 
At the beginning of your CPSR you'll have a chance to give a presentation to DCMA about your 
company. This is a golden opportunity to set the stage for the review and begin telling the narrative 
of your purchasing system. 
 
At a minimum, your in-brief should include: 
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• A brief summary / mission statement for the company; 

• Chronology of corporate development (include acquisitions that have files in the data call); 
Summary of customers and corporate capabilities; and  

• Summary of all prime contracts with orders in the $250K+ range. At a minimum I suggest 
profiling the prime and subcontracts that have orders in the data call exceeding $1M. In this 
summary, talk about the aspects of the prime contact that directly impact supply chain 
management, in particular support contracts for established systems, build to print and re-
compete wins where your company absorbed an incumbent team. I've seen CPSR teams 
come out of the in-brief conceding that lack of competition won't be a significant finding and 
that review will focus on quality of source justifications and price analyses. 

Common CPSR "Soft Areas" 
As you prepare for your CPSR, review the following common non-public-law "soft areas" of contractor 
federal purchasing systems and see how you're looking in comparison: 
 
1. Lack of Competition. The issue here is that you're not conducting your ID/IQ price analyses the way the 
government wants you to (competitive range) because you're focusing on post-award performance not 
what the team members are bidding on during the pre-proposal phase. Fix that and you'll exceed DCMA 
competitive expectations during your review. 
 
2. Inadequate Noncompetitive Price Analyses: Here you may be using GSA rates for price analysis (a no-no 
in DoD since March 2014) or doing half-analyses on BOM purchases. Manufacturers may be relying solely 
on Historical internal buys from the vendor (e.g. not a recognized federal price analysis technique). 
 
3. Inadequate Noncompetitive Justifications: "Unique" and "Only Contractor Qualified" both mean "ONLY 
ONE" and require supporting market research. No one at DCMA cares about "direction" from 
management or the COTR. If your company created the incumbency being used as justification, you'll 
need to reach back to the selection that occurred prior to incumbency for the actual justification.  
 
4. Lack of Lead Time. STOP using accounting system requisitions as your purchasing system requisition. 
START using a requisition type form during your proposal rate analyses phase and always exceed DCMA 
expectations for enterprise lead time. 
 
5. Inadequate Commercial Item Determinations: You're either not taking enough credit (manufacturers 
don't understand what a minor modification means in this context) or too much (service providers calling 
noncompetitive rates from staffing companies for cleared work "commercial"). Create an easy-to-
document functional baseline for documentation. The commercial item determination IS NOT a 
workflow; consider dropping use of that government-type form that asks "YES/NO" questions about the 
procurement without narrative support that's currently in circulation. It's a confusing form for the user 
and the reviewer alike and is rarely useful for commercial item types that aren't one of the top two. 
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(HISTORICAL) Preparing for a CPSR - Risk not Volume 

Of all the approaches to CPSR prep, the one I would like to discredit and discount up front is the 
theory that "all files subject to review MUST be touched." The mechanism for following this theory is 
the completely self-destructive approach which mandates: "Everyone needs to feel the pain of the 
remediation. Nights, weekends, holidays - cancel them all!" 
 
Small tangent - in general, procurement personnel shouldn't be punished for bad files unless they 
circumvented an existing process to get that file awarded. If the whole system is sagging under its 
own weight (or dying from a lack of proper nourishment), CPSR prep is not the time to met out 
punishment. I strongly believe procurement professionals should only be disciplined for 
noncompliance if they have been provided with every opportunity to BE compliant.  
 
Anyway - CPSR prep is not about volume. It's about the identification and mitigation of risk. Risk is 
not based on volume; it's based on the accumulation of findings within the data call pulled for 
review. Put another way - would anyone be surprised if a contractor who had 9 significant public law 
findings failed a CPSR? Would it surprise you to know all 9 of those findings could be against one 
$10M subcontract? 
 
When preparing for a review, your first task is wiring down the $500K+ files awarded during your 
data call (DC). You'll also want to look at ID/IQ subcontracts outside the DC if any dependent task 
orders over $500K were awarded during the DC period or if a mod during the DC raised the base 
ceiling by $500K+. If you find problems, fix them to the best of your ability. If you can't fix DO NOT 
MEMO. That's putting a neon arrow over the issue. These files should be ready for delivery Day One 
of the CPSR. 
 
Next hit $100-$500K. DCMA will review all $500K+ files and a substantial sampling of $100-500K. 
These two thresholds will make up at least half of the DC sample and will create 99% of your 
eventual system findings. $100-$500K your focus is evaluative documentation. If any negotiations 
happened outside the file GET THAT DOCUMENTED for extra bonus points. 
 
$25K-$100K - get through the $75K+ and see about documenting any missing DPAS 
acknowledgements. Evaluative documentation is still important in this threshold but doesn't have to 
be as detailed and supporting doc heavy as the other two thresholds.  
 
Under $25K - touch if you have time. Here, where public law violations are next to nil and volume 
discounts are likely not in play, the level of documentary sophistication required to pass through the 
eye of this needle is low. <$25K files will make up as much as a third of your data call but will not 
likely create any new findings. Keep that in mind as you review and remediate. 
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CPSR Results 
Contractor Liability for Withholds Under DFARS 252.242-7005 
Big questions clients ask (and for good reason): What's our realistic liability under DFARS 252.242.7005 if 
my company fails its CPSR? What are the chances my CO withholds 5% if things go badly? 

This is a new DFARS clause, but recent events mixed with applied logic provide some useful 
guidelines for potential application of the "withhold" clause of DFARS 252.242.7005(d) which permits 
Department of Defense Contracting Officers to withhold up to 5% of payments due to a contractor 
with one business system operating with significant deficiencies (10% for two or more systems with 
significant deficiencies). 
 
There are four basic ways a contractor with $50M+ in annual revenue can be selected for a CPSR, 
and these four ways provide the general guidelines for risk of 252.242.7005(d) applicability: 
 
The first way is if the contract requires maintenance of an approved purchasing system - guaranteed 
you'll have a CPSR during performance, and almost guaranteed that if you fail some form of withhold 
will be applied by the CO (See Lockheed's hit after their EVMS was hit with significant findings).  
 
The second way to get scheduled for a CPSR is if one of your COs ask DCMA to perform one because 
of heavy procurement activity under a prime contract. This is another high risk situation, but since 
maintenance of the system is not technically required for prime contract performance there's a 
better chance of avoiding a withhold (depending on your relationship with the CO). 
 
Third way - DCMA schedules you for a CPSR. This is becoming less of a common situation as COs 
request more CPSRs and DCMA is booking their schedule solid. However, it's still out there and a 
possibility. The good news - chances of withhold are substantially reduced in this situation compared 
to the first two. Some COs actually actively dislike DCMA's review of their contracts, some take the 
findings with a grain of salt. Also, the communication will take some time to make its way out to the 
COs (DCMA is currently WAY behind on issuing formal findings) so there's more time to socialize the 
possibility that a failure is on the horizon. 
 
Final way - your company requests a CPSR. While most companies wouldn't dream of doing this it 
does happen. In fact, my first CPSR was one requested by the company. A few years ago this was 
more puzzling than now, when (as mentioned) many prime contract RFPs coming out now require an 
approved or "approvable" purchasing system and companies want to get the jump on these 
requirements. This is your least likely situation for an applied withhold. It's also your best set of 
circumstances for talking your company into an approval with multiple findings. Even these days 
DCMA tends to give a company credit for putting itself on the radar. 
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Unconditional purchasing system approval after a first-time CPSR: A (Short) Case Study 
Purchasing system approval in 2013 after a first time CPSR - without a follow-up CPSR, quarterly 
reporting, etc. - is a 2% chance statistically speaking ... but a client of mine received just that last 
week. How did they do it? Here's a brief recap: 
 
1. Everything is Relative Part 1 - Keeping DCMA on Topic: They didn't let DCMA forget that they are a 
smallish contractor (less than $100M a year) but didn't use it as an excuse for noncompliance. 
Instead of pushing their status in DCMA's face as a response for EVERY finding ("We'd have better 
lead time/price analyses/source justifications if we had more resources," etc.), it was used an 
explanation for informalities that would have been unacceptable if maintained by a "true" LB but 
became understandable in the context of the discussion. 
 
2. Everything is Relative Part 2 - Documented Proof of Improvement: They spent six months before 
their review implementing documentable improvements at every level of their procurement process 
from pre-award price analysis during proposal efforts to enhanced processes for Executive 
Compensation Reporting. Because of the limited time before their review they targeted (a) low 
hanging fruit (processes that could be fixed with minimal revisions); (b) training in problem areas; 
and (c) extra work on issues that had a pre-existing level of government visibility. This resulted in 
tangible improvements without extraneous stress on the system participants in the short term. 
 
In other words, don't bite off more than you can chew when it comes to remediation efforts 
immediately prior to a CPSR. If you just started improving price analyses, don't tell DCMA that your 
staff is fully trained and your price analyses are perfect if you know DCMA won't see substantial 
evidence of these improvements during the review. 
 
At the same time, discretion is important when deciding on near term pre-CPSR remediation. Is a 
month before your CPSR the right time to change your requisition template and revise the review 
process for SSJs? Maybe, maybe not - just tread on sure ground when it comes to culture changes 
within your company. Shoving things down people's throat in a rush usually leads to regurgitation, 
not digestion. It's advisable to save the messy clean-ups till way before DCMA comes in or sometime 
after they leave. 
 
3. High competition: The client was maintaining more than 40% competition across the enterprise 
which, for a service contractor doing a decent amount of R&D work, can be considered adequate if 
cost controls aren't compromised to a significant extent. Competition alone solves a lot of potential 
purchasing system issues: It lessens the impact of short lead times; eliminates findings of inadequate 
source justifications and price analyses; and reduces the opportunities for TINA noncompliance. 
 
4. No significant public law findings and none in "financial control" compliance areas (TINA), CAS, 
etc.): Their only public law finding was on Executive Compensation Reporting, which to date hasn't 
qualified on its own as a significant deficiency that disqualifies a contractor from system approval. 
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5. Proactive Responses to DCMA Findings: Their tone during the response process was proactive and 
comprehensive without being conciliatory or giving up ground on the right issues.  
 
For a finding that price analysis was weak they provided a near-CAP response with evidence of 
training on the issue and price analyses performed on critical subcontractors that were not a part of 
the CPSR data call; but on the finding that they lacked a formal training curriculum they respectfully 
disagreed by providing evidence that was not requested during the live review. 
 
They didn't pick fights but they didn't kowtow either - they responded reasonably whether they 
agreed with the finding or not. THIS BALANCE IN RESPONSE IS VERY IMPORTANT. Responding to 
findings by a government audit agency is not the time to prove that you know more than your ACO 
or CPSR Team Lead. 

First-Ever CPSR ends in official approval less than 4 months after review. What are the 
takeaways? 
A first-ever CPSR concluded with official approval yesterday, little more than three months after 
review conclusion. This was a bit surprising to me for a couple of reasons (which I'll discuss in more 
detail in a moment) but especially surprising in that I've never seen an approval received so quickly 
and especially after a first-time CPSR. 
 
So was the system perfect? Short answer: not at all actually. This system was facing some prickly 
issues, in particular an systemic issue with work beginning prior to subcontract execution and close 
to zero competition prior to remediation (less than 5% if memory serves). In general, and after 
remedial exercises, I thought the system was a coin flip without the unauthorized procurements, a 
fairly strong candidate for failure with them. 
 
But then - the CPSR Team didn't mention the unauthorized procurement issue. Once. Including but 
not limited to in the Report prior to final approval of the system. 
 
This was not an isolated situation; on another CPSR we supported (during the same two week period 
in SEPT) several instances of performance prior to order execution (there tied to software 
maintenance renewals) existed yet that the issue was not mentioned once during the review. 
 
I don't take these "misses" to signal that DCMA is no longer auditing for unauthorized procurements. 
In both cases enterprise lead times were more than 15 days, and on those files no public law issues 
were present and the evaluative documentation was deemed adequate. MAYBE the teams felt that 
since the file was adequately documented the lack of documented lead time was not a significant 
deficiency when balanced against overall system performance?  
 
I'm not sure to be honest. Maybe a potential pushback to a CPSR Report significant deficiency on 
unauthorized procurements is to argue adequate evaluation and evidence of competition during 
review shows work start didn't impact system performance? Never before imagined that would 
work. Now I'm confused! 
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CPSR Questions 
The basic question asked by DCMA during a CPSR 
Does the contractor's purchasing system mitigate supply chain risk to the government enough to allow the 
ACO to end pre-award subcontract oversight? 

I throw this out there to help give some conceptual parameters to CPSR requirements and explain 
why some contractors get approval for procedures that lead to findings for other contractors. 
 
The overall result of your review must show sufficient supply chain management and public law 
compliance to permit the CPSR team to recommend a stoppage on the basic Advance Notice and 
Consent requirements imposed by 52.244-2. In other words, your purchasing system works well 
enough to allow the ACO to stop looking over your shoulder prior to award of "high risk" 
subcontracts (FFP orders over the threshold and any flexibly priced subcontract). 
 
This is a sliding scale. So, for example, one contractor may be allowed to award T&M subcontracts 
with relatively little review of a subcontractor's accounting system because that contractor has 
robust vendor ratings, high levels of competition and effective price analyses. Another contractor 
with low levels of competition, little in the way of vendor rating and suspect price analysis results 
may be sighted for awarding T&M subcontracts without a full determination of accounting system 
adequacy via DCAA audit.  
 
The overall goal of purchasing system output, other than public law compliance, is effective 
mitigation of risk to the government incurred through supply chain operation. if a system is 
effectively mitigating that risk through aggressive competition, price analysis and negotiation, then 
the CPSR Team is much more likely to let a less aggressive contract type selection procedure slide a 
bit - either through minor findings or no finding at all. 
 
In general, if you follow the Three Big C's of supply chain management - Competition, Commercial 
Item Procurement and Constriction of contract types - your system is well on its way to approval. The 
more your system strays from the Three Big C's, the more robust your additional compliance 
procedures must be to satisfy the CPSR's Team's basic inquiry. 
 
This isn't a rule by any means - some contractors who run tight systems get picked on for otherwise 
minor compliance issues for reasons that range from political to personal on the government side. 
This post is simply a suggested conceptual framework to help you evaluate the overall effectiveness 
of your system risk management and develop rebuttals to potential CPSR Team findings if and when 
they occur. 

Super Secret, Super Simple Format for responding to file questions during a CPSR 
How are you supposed to respond to questions DCMA submits during the file review portion of the 
CPSR? 
 
First, make sure you know what the question actually is. If the substance of your response isn't clear 
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after a few reads, send it to someone else who can give a clean perspective. When you send it, don't 
give your interpretation and ask for concurrence - let them read, absorb and regurgitate on their 
own. You're on a deadline, so make sure they know that (if they don't already!) 
 
Once you have the response set, here's a suggested format for delivery: 
 
1. Concur With or Refute the Underlying Premise of the Question. 
 
If you refute, provide the basis of the refutation relying on factual and (when appropriate) regulatory 
support. AVOID THE URGE TO TELL DCMA THEY ARE READING THE FAR WRONG. They might once in 
a while. Don't correct them - sell them on why your position is correct. There's a huge difference in 
delivery - and outcome - that communicates the same core message. 
 
If you concur: 
 
2. Tell them what they want to hear. Do this first. As a general rule, "increasing competition" is a 
decent foundation for maybe 25-40% of the questions you'll receive.  
 
3. Tell them what you've done. Have you implemented fixes already? What's the stage of 
implementation? If you're setting dates, be reasonable. DCMA will hold you to aggressive dates 
during the next CPSR. 
 
4. Tell them what you're gonna do. What's next? More implementation on the horizon? Manual 
revision? Training? How will you ensure remediation is complete? As a general rule, "increased 
internal review and audit" and "more training" are a decent foundation for maybe 80-95% of the 
questions you'll receive. 
 
Of course this template is scalable - easy questions get quick responses, complicated questions (e.g. 
ones that are heading down the path of "significant finding") deserve a more measured, and 
organized, response. 

Enterprise Questions You'll Get During Your Next CPSR, Part I 
Describing Your Purchasing System via Comparison to DFARS 252.244-7001 

During the onsite CPSR, DCMA will ask you several questions outside file and manual review points 
that address your enterprise-wide supply chain management philosophy. There are three (3) of these 
questions with a pattern for each response. Today we'll examine the following questions: "Describe 
your purchasing system in accordance with the 24 requirements set forth in DFARS 252.244-7001." 
 
This is actually the most straightforward of the three typical "enterprise questions" because it's the 
narrative of your process flowchart organized in accordance with the 24 purchasing system 
requirements set out in DFARS 252.244-7001. There are two basic ways to organize this response: 
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First, and easiest from an organizational perspective, is to cut and paste all 24 requirements into a 
Word document then explain how your purchasing system fulfills each of the 24 elements required 
for purchasing system approval. 
 
Second, more informative but harder to crank out in a time crunch, is to write a cradle to grave 
narrative of your purchasing system process with footnotes to the 24 elements fulfilled during your 
average procurement life cycle. Begin with source selection and end with close-out, earmarking 
annual reporting requirements (Executive Compensation, etc.) that represent "hot button" issues for 
the CPSR Team. I think this narrative is more informative and helpful for contractors because it's a 
chance to describe and explain facets of their purchasing process that may differ slightly (or radically) 
from the expectations of the CPSR Team. In other words, it's another chance to document anomalies 
identified during the in-brief and explained during the first file walk-through and "make your case" 
for these anomalies yet again during the review. 
 
My advice with this answer, as it is with the next two in this series, is to write them now, edit while 
you go (from both strategic and evaluative perspectives) and edit one last time after the in-brief 
slides are completed. Maintaining a steady tone and cohesive narrative throughout the review will 
only increase your chances for system approval. 

Enterprise Question You'll Get During Your Next CPSR, Part II 
Describing Management Support of the Procurement Function 

Believe it or not, during a CPSR DCMA likes almost everyone. They are proactive in their protection of 
the government's interests (obviously). They are also concerned with subcontractor protection 
within your supply chain - are they allowed to compete for work? Are small businesses solicited? Is 
the prime sourcing work to proteges? DCMA also promotes the interests of the Procurement and 
Accounting functions via findings regarding lead time and training opportunities (in particular). 
 
So who doesn't DCMA like? Corporate Management, specifically (a) any procurement or compliance 
executives and management who prove disruptive or antagonistic during the review; and (b) 
operational executives, managers and supervisors. To DCMA, there is no bigger impediment to 
compliance than a management structure that is unsupportive of the procurement function. DCMA 
knows that it is not Procurement's fault when lead times are short, competition is negligible and 
unauthorized commitments are the norm. 
 
From that suspicion regarding corporate support of a compliant purchasing system, DCMA asks a 
question during the onsite phase of the CPSR which comes in several flavors which all pull for the 
same information - How does management support procurement compliance? 
 
You may say - what a silly question. Or course every contractor says: "Management supports a 
compliant purchasing system?" 
 
Here's the rub: it's a loaded question, but not how it may appear. There are form answers to this 
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question: Management fully cooperates with all prime contract, FAR, DFARS and public law 
requirements; Management pays for training; Management welcomes the CPSR process etc. But 
DCMA generally doesn't ask this question until the middle/end of the review so they already have a 
solid opinion about "management's support of the procurement process." It's either: 
 
Good, if competition is solid, price analysis is adequate, public laws are complied with, lead time is 
adequate and no unauthorized commitments are committed; or 
 
Bad, if the CPSR isn't going so well! 
 
The base question becomes less pro forma request and more not-so-subtle test. What does DCMA 
think when the purchasing system is broken but the corporate stance is that management is in full 
support of a compliant purchasing system? There are two options for DCMA in this situation: 
 
* Management support is facilitating process errors without adequate controls that enable self-
correction; or 
 
* The contractor is not being truthful about management's support of compliance. If management 
understands the issues, yet serious administrative issues exist, then management cannot logically be 
enabling procurement to implement sufficient controls to adequately administer an approved 
system. 
 
There's no good answer to the question: "Are you incompetent or a liar?" 
 
So what's the right answer to this question? The truth! Acting as if nothing is wrong may sound like a 
good idea on the surface, but DCMA knows what's wrong with your system - this one of the many 
chances it gives your company to explain the nonobvious to give them better perspective on the 
challenges faced in your procurement processes.  
 
Has it been 10+ years since your last CPSR? Was your company small (or smaller) and suddenly grew 
in size recently? Have there been recent acquisitions that expanded the company's procurement 
activities suddenly? Explain yourself. 
 
If you've identified issues during internal reviews (and those issues are bubbling up during the 
review) and your company has recently enacted remedial measures that aren't showing up in the 
current CPSR universe, this is a chance to document them! Identify those issues coming up during 
the review that DCMA keys to management interference and discuss what management has done - 
or is doing - to address these issues.  
 
This isn't a CAP, but it's a chance to introduce them and begin the process of DCMA acceptance and 
approval of those measures. 
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Quick Hit - In-Brief Questions for Your Next CPSR 
I'm currently supporting a CPSR which may be one of the first official ones of the new year (began 
yesterday) and, wouldn't you know it, DCMA has a new trick up its sleeve! 
 
Following a trend we've been tracking in reviews since CY14 Q4, DCMA has started providing a list of 
questions on the first day of the CPSR with completion required by the first Friday of the review. 
These questions cover extra-file issues, or procurement requirements that cannot be verified via file 
review. This review began with 15 questionnaires. Here's a partial list of topics covered: 
 
Make or Buy 
Training 
Excessive Passthrough 
Internal Audit 
Close-Out  
Counterfeit Parts 
Vendor Rating System 
Use of Long Term Agreements 
Production of Evidence of FFATA compliance 
Maintenance of Government Property 
Procurement Authority Summary 
Work/Process Flow illustrating Company Process from Requisition through PO award 
 
Don't sweat when you get these questions - it's the new CPSR style that increases efficiency within 
the review process. CPSR Teams are getting booked back to back to back for reviews these days so 
lean is the name of the game like never before. Any option DCMA can use to fill in the blanks on the 
CPSR checklist without gaming the process seems to be open for approach these days.  
 
We'll talk in future posts about how this revised approach (leaning towards cooperation and lean 
completion of reviews) utilized by more and more DCMA teams affects the tone and outcome of 
CPSRs and how you can use this tonal shift to your benefit during your next review. 

When and Why DCMA asks questions during a CPSR 
The following is a non-exhaustive list of reasons why a CPSR Team might ask questions during a 
review. Please post with more reasons or to discuss! 
 
1. It's part of the process. DCMA does maintain a list of "outside the file" system questions including 
training; internal reviews; counterfeit parts; and close-out. Complete responses to these questions 
help address the 24 elements of purchasing system administration included in DFARS 252.244-
7001(c). 
 
2. Something bad is in the file. Lead time issues, missing documents, weak approaches: these issues 
amongst others will likely lead to questions. This is your opportunity to give more details about the 
events, including but not limited to factual remediation that took place in the interim (e.g. 
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termination of responsible personnel). 
 
3. The file doesn't answer an important question that may not be "bad" yet. If, for example, 52.215-
13 is in the prime and the buy is noncompetitive noncommercial and $800K but the file does not 
addresses TINA, the CPSR Team will likely ask about compliance.  
 
4. The team wants to test your knowledge. The team may agree with your exemption for a 
documentation requirement but they want to test the efficacy of your reasoning. A team might ask 
you why you didn't perform price analyses on buys under the micro purchase threshold. This doesn't 
mean they disagree with the approach, but it likely means they'd enjoy seeing a FAR reference or 
two in your response. 
 
5. You haven't asked them to stop. If an issue is systemic (e.g. day of award certifications for files 
completed prior to contractor debarment policy revision), DCMA may repeat a question/directive 
("Please provide day of award debarment certification for this file.") for every file to which the 
finding applies. Unless and until, that is, you respectfully request that the team no longer ask the 
question on future file reviews. At that point the team can stop. 
 
Any others we can discuss?  

The Coin Flip Approach of Risk Management 
When I have the option of doing something (e.g. pushing back against an uncomfortable DCMA CPSR 
finding rather than just complying with it silently), I apply a very rudimentary game theory process I call 
the Coin Flip Approach. To use this approach, picture a two-sided coin then assign potential outcomes 
from planned action to the two sides. Your choices are: Good/Good (if you act the possible outcomes are 
both positive); Good/Neutral (possible outcomes are good or no change); Good/Bad (positive or negative 
could result); Bad/Neutral; or Bad/Bad. When you "flip the coin" you have a 50/50 chance of either 
outcome. 
 
Using this approach, NOT responding to a CPSR Team finding is Bad/Neutral - either you keep the finding 
or it expands during the report phase (i.e. more evidence supporting the finding is uncovered) whereas 
pushing back effectively on the finding is Good/Neutral - you either keep the finding or DCMA agrees and 
removes the finding at some point in the process. Using this approach, you never flip the first coin 
(silence) and always flip the second (pushback) if your goal is a standardized purchasing system not 
subject to audit team whims. 
 
Here's a short list of processes and data surrender DCMA may request that have absolutely no regulatory 
basis when applied to contractors: 
 
1. Providing lower tier subcontractors and IWOs in the data call 
2. Negotiating all noncompetitive procurements regardless of the outcome of price analysis 
3. Eliminating FSS rates from use as a basis of comparison during price analysis 
4. Performing price analysis of procurements at all thresholds  
5. Obtaining DPAS acknowledgement on procurements of any threshold  
6. Obtaining day of award certs for modifications 



152 | P a g e  
 

 
When you push back: 
1. Be polite!   
2. Be concise during the review, more verbose during Report response. 
3. Support your position with regulatory requirements. 
 
Remember - when you respond strongly and with support your position can only get better. 

Question for small businesses - and a warning for large businesses getting ready for SBA 
audits. 
I've recently worked with two clients recovering from SBA audits. Both audit teams (one west coast, 
one east) stated that contractors cannot rely on ORCA hosted in SAM for small business certs. In 
other words, if you're reporting a SB in your ISRs and SSRs you have to have a pen and ink signature 
for the sub to be counted by SBA as a SB for reporting purposes. The basis of this contention is that 
ORCA is a rep to the government, not the contractor. Period. End of contention.  
 
So there's the LB warning! My question is to SBs who have won set-aside contracts. Did the 
government rely on ORCA to qualify you to bid? My argument back is that for SB reporting purposes 
it's ORCA, not Reps and Certs, that should rule. Conceptually speaking a contractor SHOULD be 
utilizing ORCA for this purpose - if the sub is willing to rep that to the gov't it's much more reliable 
than whatever the person filling out Reps and Certs on the ground checks off, especially because 
ORCA is usually filled out by the SBLO and/or a by-signature POC for a company whereas Reps and 
Certs can be filled out by ... anybody in a company. If anything pen and ink Reps and Certs should be 
validated against ORCA prior to reporting, not the other way around. 
 
But to have ground for the argument it'd be nice to know if it's true first :) 

Order of Precedence 
There has been, to me, a surprising level of confusion regarding when the new thresholds implemented 
via the 2018 NDAA kick in. 
 
Of course the revisions to the public laws underlying those thresholds kick in June 30, 2018. But there 
have been MANY voices saying that the thresholds don't "actually" update until the FAR is revised. 
 
This is incorrect. A regulation interprets the law under which it is promulgated. As a matter of law, a 
regulation cannot substantially alter or change the explicit requirements of the law it articulates - that can 
only be done via Congressional amendment. This is the foundational legal concept that underlies that 
"order of precedence" clause in all of your subcontract terms. 
 
Let's take the opposing argument for a walk. If the voices are right, and the thresholds don't update until 
the FAR is updated, that means that Congressional amendments to laws could simply not be 
implemented by the FAR Council if they so chose. This is a nonsensical result. 
 
Instead, when the law is updated, the rules that enforce them update with them. If the regulation 
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disagrees, meaning defers to the law itself. Otherwise you could be found in specific compliance with a 
public law but in simultaneous violation of a regulation that interprets the same public law. 
 
If someone can find where the FAR Council has discretion in the implementation of Congressional 
amendments to federal law I would love to review and let's definitely discuss. But I really don't want 
people waiting unnecessarily for an administrative body to implement explicit Congressional directives. 
That's unnecessary and unproductive ... it also doesn't really make sense from a legal perspective. 
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“Catch All” Discussions 
CPSR Conspiracy Theories ... ? 
 I've seen two repeating trends in the CPSR universe of activity over the last 18 months; as I've 
pondered the possible bases for these puzzling trends I've come up with two theories that seem too 
perfect to me to not be somewhat based in truth. But since I have nothing but my own deductive 
reasoning as support I'm calling these CPSR Conspiracy Theories: 
 
Trend 1: DCMA has all but stopped inquiring about contractors' practices for awarding other-than-
FFP subcontracts.  
 
Anyone who went through a review from 2009 through 2013 knows that DCMA took particular pains 
when reviewing this process. One contractor I worked with had a limited scope audit on just this 
issue involving close to a dozen DCAA and DCMA auditors. Since JAN 2014 ... crickets. I over 13 
reviews we've worked on in that period we have not gotten ONE QUESTION, let alone a finding, 
regarding the contractor process for awarding flexibly priced contracts. That same contractor above? 
No questions on this process during their 2015 review. 
 
Conspiracy Theory: DCAA has told DCMA to stop this review inquiry to help increase claims for 
contractor reimbursement during incurred cost audits.  
 
In 2010, after the Senate Committee hearings on fraud waste and abuse, DCAA tasked DCMA to 
review accounting system adequacy determinations etc. during CPSRs because this wasn't happening 
on the incurred cost audits DCAA wasn't performing at the time. Now that DCAA has dug into these 
audits, they're seeing ALL THE $$$ they can claim when subs don't manage an adequate accounting 
system during CR work. We're talking millions in government claims PER TASK ORDER. My theory - 
DCAA doesn't want DCMA preparing contractors during a CPSR for rebuttals during incurred cost 
audits as contractor prep limits DCAA claims during cost audits.  
 
Trend 2: Phoenix CPSR Teams are nightmares. I've worked with four contractors that had Phoenix 
CPSR teams. Exactly ONE of them went well (he was a first time lead). The other three were horror 
stories of regulatory misinterpretation and team review errors. In one case, the CPSR Report 
contained a total of eight (8) significant clerical errors, including using the wrong contractor name 
throughout the report. All included drastic misreadings of regulatory requirements to the detriment 
of the contractor. In one case, 47 consent findings arose because the team interpreted 52.244-2 as 
requiring consent for FFP order at the LESSER of $250K or 5% of the contract ceiling. Actual number 
of deficiencies - less than 20. Still bad but by less than half. Good news - of these "bad reports," none 
of them have been fully processed by the cognizant ACO. Two of my clients - each of whom came to 
me after their reviews and upon receipt of their reports - had their reviews in 2013 with no final 
determination as of this date. 
 
Conspiracy Theory - Phoenix is Jean Labadini's home turf. 
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Ms. Labadini worked out of the Phoenix office during her tenure as CPSR Director and still lives there. 
It is widely known in CPSR circles that she hand-picked her onsite staff including the members of 
Phoenix CPSR Teams. The conspiracy part is that I think her proteges still reach out to her for 
guidance during reviews, if not on file by file questions then definitely on review strategies and 
approaches that generate findings. Notice the length of time the reports are being held - that 
approach itself is a hallmark of Ms. Labadini's tenure (where no contractor who had a review during 
her reign got their report until sometime after she left her post). No other office is holding reports at 
this time - Boston is turning them around in months and Dallas comes in second at 6-8 months for 
final determinations. It's hard for me to believe she doesn't have some sort of at least conceptual 
oversight of the output of that office. 
 
So there they are - my two 2015 CPSR Conspiracy Theories. Thoughts? 

DCMA Timeline – CPSRs every three years 
DCMA conducts CPSRs every three (3) years on contractors with approved purchasing systems. 

The 3-year clock generally begins on the date of final determination and system approval, not the 
date of the last review. 

(HISTORICAL) Black Contracts  
Don’t let Ops use the classification as an excuse to avoid documentation requirements! Well ... not 
unless you want DCMA poking around in your SCIF. 

Used to be DCMA stayed away from classified contracts - they checked the out-of-SCIF files for 
compliance documentation but didn't beat you up too much if the evaluative documentation was 
cloudy and seemingly incomplete. But those are the old days - new days, your CPSR Data Call will ask 
you for the dollar value and percentage of classified prime and subcontracts as well as your 
purchasing system percentage output under those contracts. If it's substantial, you may get a follow-
up requesting the clearance level of each prime contract. if that happens, that means DCMA is 
bringing a cleared analyst with them and who will ask for access to your SCIF. 
 
What does that mean? The old Ops trick of saying "This is classified, I can't TELL you why it's 
noncompetitive" in a source justification doesn't work anymore. If anything it works the opposite 
magic and might intensify the tone of the review by adding new analysts to the fray. So if Ops truly 
can't talk about why the sub is uniquely qualified, or that they are an incumbent contractor, due to 
classified data issues, then the source justification should be written, approved and kept in the SCIF 
or another secure location where DCMA can go to look at it. 
 
As an aside, if they didn't ask for clearance information prior to the CPSR, that doesn't mean they 
won't put a call out mid-CPSR and request a cleared analyst to join the group. If they come up against 
enough "classified" source justifications and price analyses they might make the request so be 
prepared. 
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ISO and CPSRs 
I don't know if this is good or bad news but ISO and CPSRs don't intersect directly at all during the 
review (e.g. being ISO compliant is not a checkbox on the DCMA list). This is because ISO is merely a 
quality management system (QMS) to maintain stability and control revisions to your internal 
processes and related documents; it's in no way a subject-matter driven review. ISO simply provides 
the structure (including tracking and internal audit) for configuration and document version 
management, tracks reasons for revision through a formal CAR then maintains updated versions of 
ISO-covered policies, procedures and forms for use.  
 
This is the main reason why ISO doesn't necessarily help you during a CPSR: ISO can (and often does) 
approve processes without respect to their substantive systemic effect(s). In other words, ISO can 
easily approve a process that prevents competition on million dollar procurements (seen it happen :) 
so simply being ISO-compliant doesn't do much for DCMA. 
 
Your main concern here is making sure ISO doesn't get too involved in policies, procedures, forms 
and revisions to the point that it frustrates your movement during the CPSR Prep process. My first 
two CPSRs (both successful) were in an ISO:9000 environment, most of my clients are ISO compliant 
and my company spent two and a half months helping an acquired company map their procurement 
policies and procedures to an expansive QMS maintained by the global parent. Through these efforts 
I've developed three concepts to keep in mind when operating a purchasing system in an ISO 
environment:  
 
My first suggestion is to NOT put anything procurement related through ISO until you're sure those 
are the versions you want to use through your CPSR. Wait until everything is done and ready for 
formal implementation - ISO is not required until the process is ready for implementation anyway. 
Leave it in draft until you're ready.  
 
Second, make sure your QMS isn't interfering with the implementation with new and revised policies 
and procedures (P&P) by not including unnecessary reviewers during the process. Many QMS (and 
your ISO depending how you've set it up) require several levels of review of POLICIES but not nearly 
as much in the way of implementing procedures and work instructions. If this is the case, create an 
omnibus policy that says your company will comply with all public laws and regulations when 
performing federal contracts then implement specific compliance at a lower level. This will speed 
review - you don't want the uninitiated reviewing 100+ pages of regulatory explication and 
requirements. They have nothing to add but will likely provide redlines and/or ask exhaustive 
questions if the documents are provided to them for review. 
 
Finally - keep ISO out of the CPSR process until it's complete. A CPSR is a government investigation; if 
the government has findings and require a Corrective Action Plan/Report (CAR), respond with an 
appropriate CAR and finalize outside ISO. Prior to implementation, bring in your ISO auditor and walk 
them through the changes as so - "This is an ACO-approved CAR in response to an official 
government investigation. Please approve immediately." 
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FAQ: DCMA CPSR Guide Book 
1. Is the CPSR Guide Book (CPSR GB) binding on DCMA? No! The GB is general guidance to Analysts 
regarding DCMA positions on CPSR file documentation requirements. The GB is not an official directive 
issued by an agency (i.e. rule) and is not officially incorporated into the FAR at any point. As such it is not 
subject to public comment or input and is not binding; instead it is considered an "internal" rather than 
an "official" document. 

2. Does the CPSR GB explain how to produce compliant documentation? No! The GB specifically 
addresses the REVIEW of procurement files and does not address or provide work instructions on the 
proper development of documentation. In fact, DCMA is prohibited from defining contractor processes or 
requirements; their scope only includes evaluation of the finished product(s). 

3. Can a CPSR Team issue findings that are not supported by the GB? Yes! There are several examples of 
GB directives that are not routinely followed by CPSR Teams, including but not limited to the 10 day grace 
period provided for day of award certifications obtained in compliance with FAR 52.209-6 and/or 52.203-
12 (note - the regs do not provide a grace period). 

4. Does the CPSR GB strictly comply with the federal regulations? No! See above; also see the GB 
prohibition on the use of FSSs as a basis of comparison during price analysis, which directly contradicts 
FAR 8.404(b) and FAR 15.404-1(b)(2)(iv)(note - the DoD Class Deviation for FSSs does not apply to 
contractors). 

5. Can you follow the CPSR GB and still get Level III Findings? YES! See 3 above. However, please note that 
STRICT compliance with CPSR GB requirements can be used as an affirmative defense during the Initial 
Determination response phase of the review. If the defense is based on an INTERPRETATION of the CPSR 
GB the defense will likely fail on its merits. 

 
 


