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FOREWORD

This is the initial series of guidebooks on best practices developed by the SPAWAR Contracts Directorate Policy and Field Management Branch.  This guidebook contains best practices in contract administration that should be useful to program and contracting officials in administering SPAWAR contracts.  The areas covered in this guidebook as outlined in the table of contents are not inclusive of all contract administrative functions that contracting personnel assigned to the Contracts Directorate will become involved.  They address the primary contracting administrative areas which in general predominate the time and effort of personnel assigned.

These practices should not be viewed as mandatory regulatory guidance; instead they should be viewed as techniques that we hope are useful in performing the contract administrative function.

As best practices and other policy guidance are developed in other areas of contract administration, revisions and supplements will issued to this guidebook.

Jay Cohen, Captain, USN

                                                   Director, Contracts

SUBJECT:  OVERVIEW OF CONTRACT ADMINISTRATION

Contract Administration traditionally has involved those activities performed by government officials after a contract has been awarded to determine government and contractor performance in meeting contractor requirements.  Recent contract reform initiatives will significantly re-engineer specific elements of the contract administrative process as now performed.  Early Contract Administrative Services (Early CAS) Teaming is one of those elements that is receiving a high degree of visibility.  Early CAS engages DCMC acquisition officials in formulating acquisition strategy and subsequent pre-award activities, with the objective of reducing cycle times, limiting resources required to support the process and reduce subsequent contract administrative efforts.  This topic is discussed later in greater detail in this guidebook.

The remaining topics in this guidebook discuss the traditional areas of post-award contract administration.  The specific nature and extent of contract administration in this phase will vary from contract to contract based on the type of contract, nature of work, as well as the amount of contract administration retained or transferred to the Contract Administrative Office (CAO).  The topics covered are not necessarily inclusive of all the contract administrative functions that SPAWAR Contracts Directorate professionals will or could become involved with.  Rather it is an attempt at addressing the predominant contract administrative functions that employ the greatest degree of involvement by Contracts Directorate personnel.

Almost all contracts awarded by SPAWAR are assigned to a CAO for administration.  This delegation automatically carries with it specific responsibilities and authorities listed in FAR.  This delegation does not, however, relieve the Contracts Directorate and other SPAWAR acquisition team players in performing related and similar contract administrative functions.  These are the contract administration areas that are specific to the Contract Directorate and which are the focus of this guidebook.  The techniques covered by this guidebook should be useful tools that help perform the contract administration function and thereby optimize the entire acquisition process.

SUBJECT:  ROLES AND RESPONSIBILTIES OF KEY PERSONNEL IN   

                    CONTRACT ADIMINISTRATIVE FUNCTIONS

There are many players involved in the acquisition process.  Each player has an important role that must be performed in order for the team to accomplish the goal of achieving a well-executed program and /or acquisition.  The current SPAWAR acquisition process tends to divide roles and responsibilities among requiring organizations, support organizations, acquiring activities, Contract Administrative Offices and contractors.  The effectiveness of the acquisition process is predicated by taking advantage of the synergistic effect of each of the various groups working and communicating as an integrated team.  This section will discuss the roles and responsibilities of post-award contract administration.

After contract award, the program office, PCO, Contract Administration Office (CAO), other support organizations to include Defense Accounting and Finance Service (DFAS) and Defense Contract Audit Agency (DCAA), Contracting Officer’s Representative (COR) must work closely with the contractor to monitor contractor progress.  During contract performance it is essential that active communication and coordination be maintained between all these players in order to protect the best interest of the Government and produce a successful acquisition. To facilitate this and to foster an integrated team approach a post award orientation, either by conference, letter or some other form of communication, should be the beginning of the actual process of good contract administration.  This communication process can be a useful tool that helps SPAWAR and contractor achieve a clear and mutual understanding of the contract requirements, helps the contractor understand the roles and responsibilities of Government officials who will administer the contract, and reduce future problems.  It is suggested that a pre-meeting with the applicable Program and Contracts Directorate officials be held prior to the post award orientation conference so that there is a clear understanding of their specific responsibilities and restrictions in administering the contract.  Items that should be discussed at the pre-meeting include such things as the authority of government personnel who will administer the contract, quality control testing, the specific contract deliverable requirements, special contract provisions, the government’s procedures for monitoring and measuring performance, contractor billing, voucher approval, and payment procedures.  This should preclude many of the contract administrative concerns that arise during a contract life cycle, as well as assign responsibility for problem resolution; however, there will still be many issues that manifest themselves which will require SPAWAR Contracts Directorate attention.  Issues of particular concern to Contracts Directorate personnel are discussed in later sections of this guidebook.

The following paragraphs provide a more detailed outline of the roles and responsibilities of each player in the acquisition process.  Their individual assignments and the tasks of the other team members will directly affect the contract administration function.  To ensure effective contract administrative it is important that they understand their roles and not exceed the authority of their individual assignments.

The duties and responsibilities of the Program Directors/Directorate Heads/PEO-SCS, or their designees with respect with COR’s are delineated in Attachment 6-1 of SPAWARINST4200.26A. 

Only the Contracting Officer has the authority of modify the contract.  FAR set forth specific contract administrative functions the PCO may delegate to an ACO.  However, the PCO remains responsible for monitoring the execution of those functions.  Except for those specific items delegated to the ACO, no other person has authority to change or modify any term or condition of the contract.  To assist the ACO with the functions of contract administration within the Contracts Directorate are Contract specialists (DP) and (DA).  

The COR who is a government employee, is responsible for maintaining an arms-length relationship with the contractor, has responsibilities as specified in DFARS, and shall monitor contractor performance and provide technical advice.  The associated duties, responsibilities, limitations, and relationship to the contracting officer are delineated in Attachment 6-2 of SPAWARINST4200.26A.  For contracts for which  

SUBJECT:  ROLES AND RESPONSIBILITIES (cont.)
the administrative burden is significant, the COR may obtain administrative resources for support. Administrative personnel supporting the COR shall not perform duties specifically assigned to the COR by the PCO nor represent the COR in any discussion or liaison with the contractor.

If the PCO determines a need exists, a COR shall be designated to monitor consulting services (CS) contracts or delivery orders under indefinite delivery and or time and materials/labor hours type contracts that fall under the definition of CS.  A COR may be designated to monitor contracts that are for other than CS.  When the COR is designated, the responsibilities of the PCO with respect to the COR nomination are delineated in Attachment 6-3 of SPAWARINST4200.26A.

SUBJECT:  UTILIZATION OF EARLY CONTRACT ADMINISTRATIVE   

                    SERVICES

BACKGROUND:  Current contract administrative responsibilities span much of the acquisition life cycle, with the predominate effort devoted to actions after contract award.  The acquisition process tends to divide roles and responsibilities among requiring organizations, support organizations, acquiring activities, contract administrative offices, and contractors.  The process did not take full advantage of the synergistic effects of the various groups working together as an integrated team.  Early Contract Administrative Services (Early CAS) is the teaming effort between DCMC and buying commands early in the acquisition process (typically prior to the preaward stage).  Specifically, DCMC teams with buying activities to help them plan an acquisition strategy, develop Request for Proposals (RFP’s), structure contracts, conduct source selection (e.g., past performance/performance risk assessment, cost/price analyses, etc.) and conduct sole source negotiations. 

CONCERN:  Many problem areas and issues occurring downstream in contract administration and program execution are the result of inadequate preaward activities and processes.  These preaward activities include processes ranging from acquisition planning through solicitation preparation, performance risk identification, proposal evaluation and source selection, to contract structuring.  Because of current CAS, program office and buying activity perception Early CAS has not been utilized to its full potential.  Other issues involve the perception that increased CAS pre-contractual support will involve greater resource investment,  short-term productivity loss from pre-contractual teaming, and a compromise of post award CAS functions.

ACTION/BEST PRACTICE: Contract Directorate, as well as other SPAWAR officials involved in the acquisition process shall explore the utilization of Early CAS support where deemed appropriate to a particular acquisition.  Early CAS support can be facilitated in the SPAWAR acquisition process by requesting DCMC involvement in the preaward phase at the earliest opportunity.  The earlier the integration in the SPAWAR preaward team, the greater potential for value-added generated by Early CAS.  SPAWAR acquisition officials should communicate requirements clearly and completely at the initiation of the support request.  Requests for Early CAS should provide maximum lead-times between need date to ensure optimum responsiveness from the DCMC for this service.  Early CAS support should be directed to the Customer Liaison assigned to SPAWAR.  Besides helping solve operational problems, explain DCMC services, and improve customer service and communications with SPAWAR acquisition officials, the DCMC customer liaison will help identify SPAWAR acquisitions benefiting from Early CAS support. 

SUBJECT:  CONTRACT ADMINISTRATION FUNDING ISSUES

BACKGROUND:  Program and Budget execution associated with a specific acquisition in general is the primary responsibility of the Program Office.  This does not diminish the role of the Contracts Directorate has in resolving issues, problem areas, or inaccuracies that are associated with a particular contract.

CONCERN:  Insufficiency of obligated funds, failure to find matching funds, citing incorrect funds often result in inaccurate accounting and erroneous contract fund status reports.  Delays in accounting for payments may take months, primarily to find and correct errors.  Inaccurate contract fund status reports, accounting reports, errors in lines of accounting etc., result in inefficient acquisition processes and program execution.  Although the process is usually the purview of the Comptroller Directorate and the Program Office, the Contracts Directorate will become involved in the process in order to resolve errors and problem issues.  The processing delays created by these inaccuracies can result in a program not meeting schedule or give the impression of excess program funds thus targeting the program as a source for reprogramming actions.

ACTION/BEST PRACTICES: As an integral partner in the acquisition team, the Contracts Directorate shall coordinate with the SPAWAR acquisition team to assist in resolving funding errors, inaccuracies and problem issues.   The following tables outline some of the potential areas of concern and involvement in resolution of these areas:

                              ISSUE                                                                       RELATED TASKING 

Identify the type of funding provided and select the 

Matching contract clause.

· Multiyear

· Annual

· No near
Correctly identify whether the Directorate has authority to establish multiyear contracts.  Contract clauses must correctly match the type of funding available

Determine the date by which funds must be obligated and if funds are likely to be available prior to award.
Special circumstances:

· No money for the requirement is available in a continuing resolution but the agency’s appropriation act has funding for the requirement and is nearing the passage.

· The award will be made in the following fiscal year, and money for the procurement has been appropriated and in the budget for the coming fiscal year.

· Current year funds may be obligated for a service contract or an order under a task order contract or an option for period of performance that ends in the following fiscal year with the contract entirely funded out of the first year’s appropriations.  However the period of performance for the contract, order, or option so funded may not exceed 12 months.


Avoid violation of the Anti-Deficiency Act.  Incorporate appropriate FAR clauses as applicable.

Determine whether to return the procurement request to the program office for correction or no action.
Return the procurement request when :

· The wrong type of funds have been provided.

· There is insufficient time to obligate the funds through award of contract (e.g., 4th quarter procurement request).

Correctly resolve the funding options available with the program office in terms of the type of funds appropriate for the procurement and when time is not sufficient to obligate funds.

Prior to initiating the procurement, determine if the amount of funds provided is realistic.

· If funds are not realistic, advise the program manager and determine whether the additional funding can be made available.

· If program office has no additional funds, possible options are

· Decrease quantities

· Delete one or more line items

· Otherwise modify the statement of work to reduce estimated cost

· Forego the requirement or proposed modification.
Correctly resolve the impact on the procurement if funds are insufficient

CONTRACT MODIFICATIONS

Determine whether to consider a contractor proposed modification.

For example, the contractor may submit:

· A request to recognize a successor in interest to the contract

· A request for a name change

· A value engineering proposal

Subtasks:

· Obtain any necessary documentation from contractor, such as:

· 3 signed copies of a proposed novation agreement, along with any other applicable documents.

· 3 signed copies of proposed change-of-name agreement and other applicable documents.

· Refer request to the program manager and/or contract administration office for comment.

· Make the determination


Do not approve the modification when:

· The requirement is already covered by the contract.

· Program activity does not concur with contractor’s proposal technical changes.

· Contracting Officer does not concur with contractor’s proposal to change business terms and conditions.

· Lack of Funds.



Determine that a Government request for modification is sufficient and verify that sufficient funds are available, including proposed modifications that arise from a mandatory value engineering program.


Determine whether to meet the requirement through a new procurement or modification.
Correctly identify whether the requirement is outside the contract’s scope.  Do not modify the contract if the requirement is outside the scope and there is no justification for using a single source.  Do not use the authority of a value engineering clause to make  a change:

· Only in deliverable end item quantities.
· In R&D items or test quantities that are due solely to results of previous testing under the instant contract.
· Only to the contract type.
Do not execute any modification that changes the scope of a contract without complying with the requirement of FAR.

Estimate the impact of the proposed change on price, delivery, and performance.

· Obtain a technical evaluation of the proposed change and its potential impact on overall performance requirements.

· Determine whether certified cost or pricing data and/or audit will be necessary.

· Estimate impact on price.
Process value engineering proposals as provided in FAR.  If the contract is for services subject to the Service Contract Act and the modification would change the scope of work, requests a wage determination.

Determine the consideration, if any that would be needed.

· Consideration to Government.

· Consideration to contractor.  (e.g., a fair share of the savings on an accepted Value Engineering Change Proposal)
Consideration should be equitable and reasonably derived from facts of the case.  For value engineering proposals, calculate the consideration for contractor as provided in FAR.

Document the decision and provide notification of the decision.

· To the program manager.

· To the contractor, if the change had been proposed by the contractor.
Provide prompt notice to the contractor if you reject a contractor proposal for a value engineering proposal.



CONTRACT MODIFICATIONS (cont.)

Determine the type of modification.

Alternatives:

· Supplemental Agreement.

· Change Order under one of the Changes Clauses.

· Unilateral change under a different clause.  Examples of such clauses include those related to:

· Options

· Stop Work

· Remedies

· Price or fee adjustments

· Cost Accounting Standards

· Defective Pricing

· Termination

· An Administrative change (i.e., a unilateral contract change, in writing, that does not affect the substantive rights of the parties, such as novation agreement, change-of-name agreement, a change in address of the Paying Office, etc.) 
Select the alternative that is most likely to satisfy the requirement, considering:

· The applicable contract clause (if any)

· Impact (if any) on the substantive rights of the parties (i.e. , would it entitle the contractor to an equitable adjustment.?).

· Leadtime for negotiating and executing a supplemental agreement (during which the contractor may be doing unnecessary work at Government expense).

· Urgency of obtaining the requirement as modified by the change.

· Risk of a unilateral change (in terms of potential disputes and other problems).

· Progress (or lack of progress) in trying to reach a bilateral agreement.

Negotiate a supplemental agreement.

· Obtain proposal from the contractor.

· Evaluate proposal and establish a prenegotiation position on the equitable price adjustment.

· Do factfinding if necessary.

· Develop negotiation objectives, strategies, and tactics.

· Conduct negotiations.

· Prepare the agreement and obtain approvals.

· Obtain release of claims.

· Document the file and distribute the agreement.


Issue a change order under one of the Change Clauses.

· Incorporate the change in the contracting officer suspense system.

· Determine whether to issue a telegraphic order.

· Prepare and issue change order.

· Inform the contractor of its obligation t continue performance of the contract as changed, under the conditions described in FAR, and of the need, if any, to segregate the costs of performing changed work as prescribed in the Change Order Accounting Clause.

· Establish a prenegotiotion position on the amount of equitable adjustment, if any.

· Negotiate a supplemental agreement on the amount of the equitable adjustment and obtain a release of claims, or, if agreement cannot be reached:

· Resolve claim.

· Document the file and distribute the change order and any supplemental agreement. 
Prepare, issue and definitize a unilateral change order as provided in FAR.



CONTRACT MODIFICATIONS ( cont.)

Prepare and issue administrative changes.

· Novation agreements.

· Name changes.

· Other.
For novation agreements:

· Obtain legal review sufficiency.

· Execute the novation agreement 

· Prepare and distribute the SF30  (one to the contract file, one to the transferor, one to the transferee, and others to involved contracting offices and contract administrative offices.


For name changes:  

· Verify that the contractor’s rights and obligations remain unaffected.

· Execute the Change-of –Name agreement 

· Prepare and distribute the SF30 ( as above).




For other types of administrative changes:

· Verify that the change does not affect the substantive rights of the parties.

· Prepare and issue the change.

· Document the file and distribute the modification.

VOUCHER PROCESSING AND INVOICES

Inspect invoice for completeness and notify contractor of any defects.
Program, procuring, and finance officials require clear responsibilities with regard to review and approval of vouchers and invoices:

· Although approval authority is obtained from the program office COR, authority to approve or disapprove payment is the responsibility of the contracting officer.

· Notify the contractor on any defects in the invoice within 7 calendar days after receipt of the invoice at the designated billing office

· Coordination between the contracting officer, COR and payment office is key to ensuring timely processing of invoices and vouchers which facilitates compliance with the Prompt Payment Act thus avoiding unnecessary interest penalties.



Identify terms and conditions of the contract which bear on the amount to be paid.
Correctly identify all applicable terms and conditions:
· CORs are in the best position assess the reasonableness of costs and expenditures on vouchers and invoices.

· CORs and contracting officials shall ensure that payments are made to contractors  that perform according to contract terms and conditions by monitoring contractor performance.

· Designation  of a resident DCAA auditor for reviewing and approving vouchers  under cost-reimbursement contracts may expedite processing.

· DFAS should ensure that copies of each voucher are returned to the procuring office for the contract file. 

Obtain documents and determinations that bear on the amount to be paid.


More indepth review  under cost reimbursement contracts is needed to ensure that costs are not being incurred prematurely and relate to progress under the contract.

· COR’s and contracting officials reviewing  cost-reimbursement contracts should check voucher date against the contract performance period to ensure that costs are being billed for the proper time frame, and compare the contractor’s billing rates against the contract rates to ensure that indirect costs are correct.



Do mathematical calculations to determine the total amount due the contractor.
Calculate the accurate amount owed.

· Contracting and DFAS officials should always check the mathematical accuracy to avoid any overpayment to the contractor.

Contact the contractor to explain any differences between the amount of the submitted invoice and amount the amount the Government proposes to pay.
Accurately present all factual data that justifies the difference.  Provide the contractor an opportunity to present their position and ensure that the contractor’ management is aware of potential problems.

Reach and, and where necessary, document the decision on the amount to pay against the invoice.

Alternatives:

· Pay in full.

· Pay after certain deductions and withholdings, after written  notice to the contractor.

· Reject the invoice and return it to the contractor for correction and resubmission, specifying the reason.
Notify the contractor of defects in the invoice (in terms of disagreements with the amount invoiced) within 7 calendar days after receipt of invoice at the designated DFAS office (to avoid interest charges under the Prompt Payment Act).

· Notify the contractor of deductions or withholding from the amount invoiced within 30 days after the DFAS office has received a proper invoice from the contractor, or within 30 days after government acceptance, whichever is later.

Monitor payments.

· Ensure sufficient documentation, record keeping and tracking of invoices and vouchers.


SUBJECT:  GOVERNMENT PROPERTY

BACKGROUND:  Government Property means all property owned by or lease to the Government or acquired by the Government under terms of a contract.  It includes both Government furnished as well as contractor acquired property.  SPAWAR policy is that contractors shall, under normal circumstances, provide all facilities and materials required for contract performance.  In those circumstances where Government property is essential for meeting SPAWAR requirements, Government property shall be furnished to, or acquired by a contractor only when approved in accordance with applicable SPAWAR instructions.  Completion and approval of the Determination and Findings Authority to Provide Facilities is mandatory prior to award of any contract containing facilities provided as GFP.  In cases where the use of GP has been determined to be in the best interest of the Government for reasons of economy, standardization, production or other appropriate circumstances, the program office shall inform the Contracting Officer in sufficient time for the incorporation of the GP in the solicitation.

SUBJECT: GOVERNMENT PROPERTY

Identity Government property that might be furnished to contractor.

Based on:

· Recommendations from requiring activities.

· Review of acquisition histories.

· Supplier requests.
Correctly classify the property at issue (e.g., special tooling/test equipment vs. Facilities/material, etc.) Correctly identify any special restrictions or conditions that would apply to use of the property (e.g., whether property would be furnished on an “as is” basis).

Determine whether or not to offer Government property in the solicitation.
Correctly apply the FAR decision rules that apply to the type of property being considered.  To the extent that the determination is based on a cost/benefit analysis, consider all relevant factors such as:

· Government liability for performance with GFP

· Cost of administering GFP provisions of the contract (e.g., reporting and recordkeeping).

· Cost of logistics support for GFP (e.g., preparation, installation, storage, spares, disposition, spares, etc.)

· Cost of retrofitting or modifying the GFP.

· Opportunity costs of GFP (i.e., how would the Government otherwise use the property?).

· Potential impact on the total contract price if the availability of GFP would attract more competitors for the contract.

· Reduction in direct costs, indirect costs, and fee with GFP.

· Economic benefits of standardization through GFP.

Obtain necessary approvals to provide property.
Correctly prepare and necessary justifications and/or D&F’s for issuance by the agency head or designee.

Identify property-related evaluation factors for award.

· Determine whether to establish a rental equivalent evaluation factor or, when adjusting offers is not practical, to charge rent for using the property.

· Establish evaluation factors for other potential costs and savings.
Comply with FAR and establish a rental equivalent evaluation factor where necessary to eliminate the competitive advantage accruing to a contractor possessing Government production and research property.  Establish other evaluation factors to cover all costs or savings to the Government related to providing the property, regardless of any competitive advantage that may result.

Provide for Government furnished property in the solicitation.

· Specify the property (including quantity).

· Specify property related evaluation factors.

· Include any instructions for security, liability, maintenance, disposition, and/or property control that are applicable to the property.

· Include any other required terms and conditions related to the property. 
Specify the property in sufficient detail (including requisition procedures) to enable offerors to evaluate accurately.  Require the offeror to provide the information specified in FAR for Government production and research property that the offeror or its subcontractors propose to use on a rent free basis, both property already possessed by the offeror and its subcontractors under other contracts.

Determine whether an individual offeror’s request for GFP is valid and practicable.
Perform such an evaluation:

· The PCO solicited offers based on GFP for comparison with offers based on contractor furnished property, or
An offeror ha proposed different terms and conditions with respect to GFP than solicited.

Determine the evaluated price of offers which are predicted upon GFP vs. those which are not.
Accurately apply the solicitation’s evaluation procedures.

SUBJECT:  GOVERNMENT PROPERTY

Respond to post award requests for Government property (over and above property already in the contract, in any).

· Review the requests.

· Determine whether to provide the property and under what conditions.

· Obtain necessary approvals to provide the property.

· Determine the amount of rent or other consideration.

· Modify the contract.
Correctly apply FAR decision rules for determining whether to provide property in response to a post-award request.  Correctly identify applicable special restrictions (e.g. whether property would be furnished on as is basis).  Only authorize rent-free use under conditions prescribed in FAR.  Otherwise, obtain a fair rental or other adequate consideration as prescribed in FAR.

SUBJECT: CLAIM RESOLUTION

BACKGROUND:   During the post award phase of contract administration it is not uncommon for disputes or other conflicts to arise over contract performance.  Contractors may at such time make a request for equitable adjustment. (REA) to the terms of the contract where the request is not a certified claim.  SPAWAR INST. 4200.26A provides detailed procedures that provide for the maximum use of informal agency discretion and teamwork in resolving REAs before they become claims, and processing claims expeditiously. Responsibilities of Contracts Directorate in this process are also delineated.

CONCERN:  When a Request for equitable adjustment cannot be a resolved between the contractor and the Government it may give rise to a formal dispute which requires considerable more expenditure of time and effort, as well subsequent litigation costs.  Contracts Directorate personnel monitoring a particular acquisition or contract in jeopardy of possible problems involving these issues should use all measures available to avoid these circumstances.

ACTION/BEST PRACTICE: The use of Alternative Dispute Resolution (ADR) may be employed any appropriate time during either informal resolution or formal disputes procedures.  This technique, known as “partnering” should be discussed with the contractor to help avoid future contract administration problems.  Partnering is a technique to prevent disputes from occurring. It involves government and contractor management mutually developing a plan for success, usually with the assistance of a neutral facilitator.  The facilitator helps the parties establish a nonadversarial relationship, define mutual goals and identify the major obstacles to success for the program or acquisition.  Potential sources of conflict are identified, and the parties seek cooperative ways to resolve any disputes that may arrive during contract performance.  FAR provides, among other resolution techniques, for the use of assisted settlement negotiations, conciliation, facilitation, mediation, fact-finding, mini-trials and arbitration.  The Office of Counsel will assist in obtaining further information should ADR be considered.  The Government and the contractor can share the cost of an ADR proceeding.

SUBJECT:  CONTRACT CLOSEOUT

BACKGROUND:  The SPAWAR Contract Directorate, as an office, defined in FAR performing contracting, contract administration, or paying functions is required to establish, maintain, closeout and dispose of official records of all contractual actions.  These official contract records are maintained at the Contracts Directorate in an original contract file and by imaging into a database.  The Procuring Contracting Officer (PCO) is responsible for a complete and accurate contract file for prompt and efficient closeout.  Contracts Directorate Code 02-41 is responsible for expeditious closeout of as many physically completed contracts as practicable.  Code 02-41 ensures closeout of those SPAWAR contracts administered by PCO’s and also determines the status of contracts administered by ACO’s by reviewing reports from DCMC, DFAS and other organizations, and ensures any required documentation is prepared to closeout these contracts.

CONCERN:  When contracts are overage for closeout, program funds are placed at risks.  If contracts are not closed in a timely manner and a Government financial obligation remains outstanding, requirements budgeted in a earlier fiscal year may have to be satisfied from current year funds.  This causes an unnecessary limitation on assets intended to be acquired from current year funds.  Additionally an excessive backlog of inactive contracts may distract attention and effort on active contracts.

ACTION/BEST PRACTICE: A contract is not completed until it is closed.  Timely closeout deobligates excess funds for possible use elsewhere, identifies the need for additional funds in a timely fashion minimizes administrative costs for all contractual parties and allows all affected activities to concentrate on current and future requirements.  The early deobligation of excess funds helps our customers to plan, make decisions and budget these funds to their best advantage.  Contracts Directorate personnel shall ensure the closeout of physically completed contracts in an expeditious and timely manner to preclude problem issues discussed above. Further guidance can be found in CDINST 5212.1A.  

SUBJECT:  CONTRACT CLOSEOUT

Verify that the contract is physically complete.

Base on:

· A notice of complete contract termination has been issued to the contractor, or

· All required supplies have been delivered, inspected, and accepted; all required services have been performed and accepted; and all option provisions, if any have expired.


Obtain, form both the contractor and Government activities, all forms, reports, and clearances required at closeout.

· Contractor’s final invoice

· Contractor’s closing statement and/or release of claims.

· Final patent report (and clearance thereof).

· Final royalty report (and clearance thereof).

· Plant clearance report.

· Property clearances.

· Closeout audit report.


Verify that both the Government and contractor have met other applicable terms and conditions for closeout.

Examples:

· Return or other disposition of Government furnished property.

· Disposition of classified material.

· Settlement by the prime of terminated subcontracts.

· Procedural requirements for contract termination.


Settle any outstanding issues.

· Unresolved value engineering change proposals.

· Disallowed costs.

· The final total price of a fixed price incentive contract, the award amount of an award fee contract, or the final fee of a cost plus incentive fee contract.

· Contractor costs under terminated contracts.


Verify that there are no outstanding claims or disputes.


Make final payment or collect from contractor any overpayments.


Identify and recommend deobligation of excess funds.


Prepare contract completion statement and dispose files.


Determine whether to invoke the Government’s rights under the clause at 52.237-3 for phase-in, phase-out services


