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FAR COMPLIANCE IS NOT OPTIONAL
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Most of us involved in government contracting
today never experienced a pre-FAR world, and
are clearly better off with the FAR system in place.
The FAR brings order and simplicity to government
contracting, and procurement without structure would
be chaos. However, despite the many benefits the FAR
brings to the contracting world, it is still challenging to
fully understand and to comply with.
Despite this challenge, compliance with the FAR is not “optional.”

COMPLIANCE

Companies that do business with the federal government must
comply with all applicable provisions of the FAR. In the event that
your company is subject to any audit by an agency (which reviews
compliance of both prime contractors and subcontractors) and
the audit findings result in a determination that a contractor or
subcontractor is not in compliance with the FAR, your company
may be precluded from participating in future government contracts or teaming agreements with other contractors.

If audit findings result in a determination
that your company is not in compliance
with the FAR, your company may be precluded from participating in future government
contracts or teaming agreements.
In some instances, it is possible that the audit agency may suggest
to the contracting officer to cease payments for work in progress
or decline costs on completed contracts. Agency audit findings
and savings are reported to Congress annually and such reports
clearly demonstrate an increasing level of cost savings obtained
through audit activities.2 Clearly, compliance with and full understanding of the FAR is critical—from the initial proposal response
through contract closeout.
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YOUR TRUE FAR
COMPETENCY
The real question is: How does one become knowledgeable on the
FAR? Colleges and universities offer curricula covering various FAR
topics—and there are certifications and training programs provided
directly by NCMA. Additionally, there are symposiums, seminars,
and various other training media available. However, even with all of
this education available, compliance with and full understanding
of the FAR can be difficult to achieve—the FAR covers thousands of
requirements and is constantly being updated and revised.
As a contract professional, if you were asked to determine your
FAR competency level on a scale of 1 (lowest) to 10 (highest), how
would you rate yourself? My guess is that each of us would likely
rate our competency within a range of 7–9 (recognizing that a
score of 10 may not be believable, and anything less than 7 may
offer a less-than-favorable impression of our role in the contracting field). If we are really honest with ourselves, we would probably find that our real competency score falls closer to or below
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a 5. Yes, you read that right—a 5! As you read this, some of you are
likely contesting this statement. The truth is, even with decades
of experience in federal contracting, coupled with a vast array of
education and training on the FAR, you may find that your actual
competency falls in the range of 5 or less.
How can this be? The answer lies in the FAR’s complexity and its
malleable nature—there are just too many individualized and
constantly updated/revised requirements for us to keep track of
on a daily basis. Our confusion and misunderstanding of our true
FAR competency springs from our tendency to compartmentalize our understanding of the FAR. Typically speaking, we have
a propensity to familiarize ourselves with more prominent and
routine clauses and provisions, and we tend to focus less on
the ones that do not impact our daily lives. Have you ever
found yourself “surprised” by an unfamiliar FAR provision
that was triggered by some sudden event that occurred during the contract life cycle?
See what I mean? 5 or less.
Still skeptical? Okay, then. How well do you know FAR 52.219-9,
“Small Business Subcontracting Plan”? (Be honest, no peeking at
acquisition.gov!) The majority, if not all, of us who work with firms
subject to this provision are familiar with its basic requirements. However, how familiar are you with each one
of its individual requirements? Off the top of your
head, you probably know that a Standard Form
294 needs to be filed semiannually to the contracting officer. If so, that’s great! However, that
comprises just two of the 24 requirements cited
in this provision. How many of the other 22
requirements can you cite off the top of your
head? I gave you two, so unless you can name
off at least 10 more, guess what—your FAR
competency (at least as FAR as this provision
is concerned) is 5 or less.
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The point is, this is just one of hundreds of FAR provisions. We may
be “aware of” many or most FAR provisions, even ones that are
primary requirements, but we lack full knowledge or understanding of other requirements that our company may also be obligated
to comply with.

THE FAR AS A
COMPLIANCE
DOCUMENT—
There are many factors that drive the various requirements
identified in a specific FAR clause or provision. Such factors
include:

Some may argue:

“Why is it necessary
to provide such
an accountability?”

“We do not
the resourchave
es to
accomplish
such a task
.”
“Everything is wo
fine as it is now, so rking
what's
the point?”

Contract type,
Applicability,
Dollar threshold (both for the prime and subcontractor),
Subcontractor flowdowns, and
Frequency.

However, the responses to these arguments are:

“When a firm signs a contract with the
government, it signs up to fulfill its obligation
s
under that contract including all applicab
le
FAR requirements.”

All of these factors drive complexity and make a full
understanding of the FAR difficult.

Contracts professionals do not itemize
the FAR as a requirements document that
can be tied directly to compliance.
The other main contributing factor is that we do not look at the FAR
as a true compliance document. If the FAR were truly utilized as a
compliance document, we would be able to know (by percentage)
the extent to which we (as contract professionals) are compliant
with the FAR. The FAR has been in existence for over 30 years.

Government agencies do not track
compliance with the FAR on an itemized
requirements basis.
Have you ever seen a report listing to the extent it is compliant
with the FAR requirements under a contract? Why is this requirement not being requested?

“There are tools on the market today that
—
make understanding FAR requirements
them—
and how to be in full compliance with
simple, easy, and affordable for
organizations of all sizes.”

A SYMBIOTIC
RELATIONSHIP—
Requirements and compliance are symbiotic. Their need for each
other is essential in order to determine the order of the performance relationship.
To understand the risk of failing to meet a FAR requirement, we
need to understand the failure’s root cause and impact:
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Is the failure of a systemic nature or individualized?
Did a lack of understanding, or a restriction of available resources,
contribute to the failure?
What is the “risk footprint” at an agency/government level?
It is vital to understand the nature and extent to which contractors
and/subcontractors may not be in compliance with the FAR. As
such, agencies should have a means to track compliance in an ongoing manner (without having to rely solely on audits to uncover
FAR noncompliance).

CONCLUSION
The brain is an extremely powerful organ, but we stretch our
human cognitive limits when we attempt to track and monitor
thousands of requirements without a systematic approach.
The reality is, we need help and assistance to understand
FAR requirements—all of them. The “old-school” method of
relying on just reading the FAR is constrained by the limitation of its vast number of complex and ever-changing
requirements.
Contract professionals, regardless of their level of competency, need a tool to help them better understand
the intent of the FAR clauses/provisions they are working with, all the while tracking the company’s performance obligations and compliance with the applicable
FAR requirements—regardless of contract type, dollar
threshold, or frequency. CM
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ENDNOTES

1. The FAR is contained within Chapter 1 of Title 48 of the Code of
Federal Regulations.

2. See, e.g., the Defense Contract Audit Agency (DCAA) Annual Report to
Congress for Fiscal Year 2014 (submitted March 25, 2015), Section 3,
“Audit Performance”: “During FYs 2004–2009, DCAA averaged $2.6 billion in annual net savings; however, over the last 5 years, DCAA’s net
savings has averaged $3.9 billion, an increase of about 50 percent. In
FY 2014, DCAA identified about $4.5 billion in net savings to the government. This was roughly 70 percent more than the annual average
during FYs 2004–2009….”

