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CONTRACT CLOSEOUT
PART  I.   Introduction

This training module is designed to acquaint you with the procedures required to closeout contract files at SPAWARSYSCEN Charleston.  Part I and II contain general information pertaining to the closeout process and Part III, IV and V are stand alone instructions by contract type.  The first step in understanding these processes is to understand the terminology, which is used to address contract closeouts.  The following definitions apply:

Procuring Contracting Office (pco) - The office that issues the contract.

Physically Complete - The time period for closing a contract is based upon both the type of contract and date of physical completion.  A contract is considered to be physically complete when:  

· The contractor has completed the required deliveries and the Government has inspected and accepted the supplies.

· The contractor has performed all services and the Government has accepted these services.

· All Option provisions, if any, have expired.

· The Government has given the contractor a notice of complete contract termination.

· Facilities contracts and rentals, use and storage agreements are considered to be physically complete when the Government has given the contractor a notice of complete contract termination.

· The contract period has expired
· In the CIMS database the status should reflect “P”
Firm Fixed Price (ffp) Type contract - Provides for a price that is not subject to any adjustment on the basis of contractor’s cost experience in performing the contract.  It provides maximum incentive for the contractor to control costs and perform effectively and imposes a minimum administrative burden upon the contracting parties.

Time-and-Material and Labor-Hour (tmlh) Type Contract - Provides for acquiring supplies or services on the basis of (1) direct labor hours at specified fixed hourly rates that include wages, overhead, general and administrative expenses, and profit and (2) materials at cost, including, if appropriate, material handling costs as part of material costs.  Time and material contracts provide for a ceiling price that the contractor exceeds at its own risk.  

Cost Reimbursement Type Contract  (cpff, cpaf, cpif) - Provides for payment of allowable incurred costs, to the extent prescribed in the contract.  These contracts establish an estimate of total cost for the purpose of obligating funds and establishing a ceiling that the contractor may not exceed without the approval of the contracting officer, except at the contractor’s own risk.    

Financing Payments - As discussed in FAR 32.906, is defined as a Government disbursement of monies to a contractor under a contract clause prior to acceptance of supplies or services by the Government.  Contract financing payments include advance payments, progress payments based on cost and “interim payments on cost-type contracts”.  Contract financing payments do not include invoice payments (based on acceptance) or payments for partial deliveries.  No interest penalty shall be paid to the contractor as a result of delayed contract financing payments.( Ref. FAR 32.907-2)

PART II.  GENERAL CLOSEOUT INFORMATION

The Federal Acquisition Regulations allow for specific time periods after physical completion in which a contract should be closed in accordance with FAR 4.804-1.


a) Files for contracts using simplified acquisition procedures should be considered closed when the contracting officer receives evidence of receipt of property and final payment  


b) Files for FFP contracts, other than those using simplified acquisition procedures, should be closed within 6 months after the date on which the contracting officer receives evidence of physical completion.


c) Files for contracts requiring settlement of indirect cost rates should be closed within 36 months of the month in which the contracting officer receives evidence of physical completion.  


d) Files for all other contracts (including TMLH), should be closed within 20 months of the month in which the contracting officer receives evidence of physical completion.


e) Contract files should not be closed if  (1) the contract is in litigation or under appeal, or  (2) in the case of termination, all termination actions have not been completed.


 Contract files shall be closed as soon as practical after the contracting officer receives a contract completion statement from the contract administration office, if DCMAO is assigned administration.  The contracting officer shall ensure that all contractual actions required, have been completed and shall prepare a statement (DD1594) to that effect.  This statement is the authority to close the contract file and shall be made a part of the official contract file. 

(Ref:  FAR 4.804-2(b).


Time standards established in FAR 4.804-1, shown below, are based upon the time required for closing the majority of contract files.  It recognizes that delays beyond the standards may occur (such as termination and bankruptcies).  Contracts that exceed the specified time limits are considered “overaged”.

STANDARD TIMES FOR CONTRACT CLOSEOUT CHART

FAR 4-804.1



CONTRACT TYPE


               
MONTHS AFTER COMPLETION 

· SIMPLIFIED ACQUISITION PROCEDURES

UPON RECEIPT OF PROPERTY



                                   

               AND FINAL PAYMENT NOTICE


· FIXED PRICE
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· CONTRACTS REQUIRING SETTLEMENT


  

OF INDIRECT COST RATES

    

              36

· TIME AND MATERIAL LABOR HOUR AND



ALL OTHER CONTRACT TYPES   
   
  
           20

In accordance with DFARS 204.805(3) the Contracting Office shall hold completed contract files in the office responsible for maintaining them for a period of 12 months after completion.  After the initial 12-month period, send the record to the local records holding or staging area until they are eligible for destruction.  If no space is available locally transfer the files to the GSA Federal Records Center that services the area.  Destroy working files as soon as practical once they are no longer needed.


SPAWAR Systems Center Charleston employs an imaging system to load all contract files into the AEX system as ‘electronic files’ immediately after award of a contract.  FAR 4.802(f) authorizes the contracting office to maintain files in any medium (paper, electronic, microfilm) or any combination as long as the requirements are met.  It is recommended that the hard copy files be destroyed as soon as practical after they have been scanned as an electronic file. An exception to this action would be classified, proprietary, or litigation files that may have to be maintained and safeguarded in an alternate fashion.

· CLOSEOUT LISTINGS

Once a month each negotiator receives a CIMS listing which shows the contracts that are in a closeout window or overaged.  These can be identified by the status code “P” indicating that the contract is physically complete and awaiting closure.  If the date scheduled for closeout has passed the contract will be considered ‘overaged’.  Note that the scheduled close out date for contracts that contain an additional 180 days in the IDIQ contract clause, may reflect a longer period of time before being considered physically complete. The negotiator shall take appropriate action on any contracts eligible for closure.

· CONTRACTOR PERFORMANCE INFORMATION

Past performance information is relevant information, for future source selection purposes, regarding a contractor’s actions under previously awarded contracts.  It includes for example, the contractor’s record of conforming to contract requirements and to standards for good workmanship; the contractor’s record of controlling costs; contractor’s adherence to contract schedules, including the administrative aspects of performance and generally the contractor’s business-like concern for the interest of the customer. 


In accordance with FAR 42.1502, at the physical completion of a contract or the end of an interim period in a contract with option years, an evaluation of contractor performance is required.  In accordance with the requirements of the Contractor Performance Assessment Rating System (CPARS) an evaluation is required for each contract in excess of: 

Business Sectors                   Dollar Thresholds

Systems                                  > $5,000,000

Services                                  > $1,000,000

Operations Support                > $5,000,000

Information Technology        > $1,000,000

Past performance evaluations under these monetary thresholds are not required, however, if it is in the best interest of the Government, a report may be processed in CPARS at any dollar threshold.  In accordance with SPAWARSYSCEN Charleston Instruction 4200.5, past performance evaluations shall be required at the basic contract level. The past performance evaluation should provide for input from the technical office, COR, contracting office, DCAA, and DCMA.  Evaluations used in determining award or incentive fee payments may also be used in this evaluation. The evaluation forms shown in Exhibit A, shall be used by the Assessing Official’s Representative to draft the performance evaluation for review and release by the Assessing Official.  (Exhibit A is located on the N-drive at N:\KtrPerf.)  The ultimate conclusion on the performance evaluation is the final decision of the contracting agency. 

disposal of contract files

(1) contract status, expediting and production

6 months after final payment

      reports

(2) rejected engineering change proposals

6 months after final payment

(3) labor compliance records, including equal 

3 years after final payment

       
employment opportunity records

(4) records or documents pertaining to


6 years and 3 months after                           
contracts






final payment

(5) files for canceled solicitations


5 years after cancellation

(6) Solicited and unsolicited unsuccessful offers

       and quotations above simplified acquisition

       threshold:


I) when filed separately from the

           until contract completion date


contract case file


II) when filed with contract case files

           6 years and 3 months after 









           final payment

· Excess Funds

The office administering the contract is responsible for initiating a funds status review and identification of excess funds to the contracting office.  If the notification from the Disbursing Officer indicates that there are excess funds remaining on the contract, it is the responsibility of the Contracting office or DCMA, if assigned, to investigate and resolve this issue.  The Disbursing Office has no responsibility to provide detailed information to the Contracting Officer in regard to the reason for the excess funding.  The excess funding may result from some undelivered item or a service not performed, a change in the contractor’s price on the invoice but not reflected in the contract schedule, the contractor’s failure to invoice properly, or an error in the billing/ paying records. Discounts taken are not reported as excess funds.  If necessary, the Contracting Officer must negotiate a modification to the contract

deobligating the excess funding or advise the contractor to bill for the excess funding, if appropriate. In the event that the Disbursing Officer has disbursed more than the contract total, the Disbursing Office must be informed and it becomes their responsibility to resolve any over payment.

Information from the DCMA Contract Closeout Guidebook states the following responsibilities in part:

· Identify and Deobligate any Excess Funds

· Disposition of Government Property

· Disposition of Classified Material

Verify that All Final Reports Have Been Accepted

1. When excess or negative unliquidated funds exist, a funds review should be performed at the ACRN level to determine the cause.  

a. If it is determined those excess funds are as a result of unperformed work due to a specific line item or deliverable on the contract, these should be removed and the ACO must issue a modification accomplishing the deobligation.  The CMO is no longer required to obtain PCO authorization prior to deobligating excess funds.
· Procedures for Closing Out Files  (far 4.804-5)

The office administering the contract is responsible for initiating administrative closeout of the contract after receiving evidence of its physical completion.  At the outset of this process, an initial contract funds status review shall be accomplished, and where appropriate, excess funds identified and deobligated.

· DD 1597 - Contract Closeout Check-List (dfar 204.804-1(ii)) (Exhibit D)

Prepare a DD 1597, if necessary, to determine that all the required actions have been done.  When complete, the administrative closeout procedures shall ensure that:



1)   Disposition of classified material is completed



2)   Final patent report is cleared



3)   Final royalty report is cleared



4)   There is no outstanding VE change proposal



5)   Plant clearance report is received



6)   Property clearance is received



7)   All interim or disallowed costs are settled



8)   Price revision is completed



9)   Subcontracts are settled by the prime contractor



10) Prior year indirect cost rates are settled



11) Termination docket is completed



12) Contract audit is completed



13) Contractor’s closing statement is completed



14) Contractor’s final invoice has been submitted



15) Contract funds review is completed and deobligation of any excess funds is 


       recommended

· DD 1593 -  Contract Administration Completion Record  (far 204.804-2(1)(iii))

Initiate DD 1593, if necessary, to obtain statements from other organizational elements that they have completed the actions for which they are responsible.  (Exhibit E)

· DD 1594 -  Contract Completion Statement   (far 204.804-2(1)(iv)) 


In accordance with FAR 4.804-5(b), prepare a DD Form 1594, CONTRACT COMPLETION STATEMENT.  The contracting officer administering the contract, shall ensure that the contract completion statement, containing the following information, is prepared and placed in the official contract file: (Exhibit F, Located on the N-Drive at N:\DD1594)

 DD1594  BLOCK

INFORMATION   


1.
 Contract Administration Office if different from Contracting Office


2.
 Contract number


2b.
 Last modification number


2c.
 Last call or order number


3.
 Contracting Office name and address


4.
 Contractor name and address

            5.
 Dollar amount of excess funds, if any


6b.
 Voucher number 


6c.
 Date if final payment has been made


7b.
 Invoice number 


7c.        Date, if final approved invoice has been forwarded to a disbursing office 


 
 and status is unknown


9b.
 Contracting Officer or Administrative Contracting Officer’s name


9c.
 Signature


9d.
 Date that is normally the closeout date for contract files, unless the 



 contracting office must do a major closeout action that will take longer 



 than three months after this date.


10a.
 A statement that all required contract administrations actions have been 



 fully and satisfactorily accomplished

               
      - check first box - includes statement and refers to block 9d as closeout 


        date for file 



      - check second box - if significant contract actions extend more than 



 three months beyond the date shown in block 9d. 


10c.
 Contracting Officer name


10d.
 Signature of the contracting officer


10e.
 Date [closeout date for file purposes] may be the same as block 9d
PART  III.   FIRM FIXED PRICE - CONTRACT CLOSEOUTS

The window for closure of a fixed price contract is a 6 month period beginning on the date of physical completion. Before initiating close out actions, the administrator of a fixed price contract must ensure that (1) the delivery date specified in the contract is met or that the performance, required by the specification, has been satisfactorily completed, (2) all options have been exercised , or (3) contract has been completely terminated and  (4) all claims have been settled and (5) there are no excess funds..  Exhibit B is a sample letter that may be forwarded to the receiving code for certification that the supplies have been received or the services satisfactorily completed.  Exhibit C is a sample letter which may be forwarded to the Disbursing Office for certification that final payment has been made under the contract.    

· DCMA Assigned Contracts

When the contract is assigned to a DCMA Office for administration and payment, the DCMA office assigned is responsible for Final Payment Notification to the Procuring Contracting Office. 

	PCO Notification:
	Although DFARS 204.804-2(2) states that if the ACO cannot close a contract within the specified time period, the ACO shall notify the Procuring Contracting Officer, within 45 days after the expiration of the time period, the current DCMA policy requires the input of a reason for the delay and the new target date for closeout as soon as you know the contract will become overage.  If the contract still is not closed out by the new target date, the ACO shall again notify the PCO with the reasons for the delay and a new target date.  To facilitate timely notification to the PCO, the ACO must input an Estimated Completion Date (ECD) and an overage reason code in the R2 line of MOCAS.  This will transmit an unclosed contract status notification (PKX) to the PCO (which is the DFAR allowed electronic equivalent of the interim DD 1594).  Additionally, the ACO should perform necessary steps described in Section 14, Management of Overage Contracts, of this document.

· An interim PK9, (Physically Completed and Accepted) will automatically be sent to the buying activity providing notice of physical completion and represents a start date for contract closeout.

· MOCAS will automatically generate a PK9, Contract Completion Statement, in lieu of a DD 1594, which notifies the buying activity that the contract is closed.

· Non-MOCAS Contracts: A DD1594 must be completed and sent to the PCO with a copy retained in the contract file.  





Steps to Closeout - Fixed Price

1.  Evidence of Final Inspection and Acceptance

As soon as the required delivery date has passed, review file documentation and ensure 
evidence including date of final inspection and acceptance has been received.  If 
information has not been received, forward a letter to the activity responsible for final 
inspection and acceptance requesting closeout information.   (See Exhibit B)

2.  Past Performance Evaluation (if applicable, see far  42.1502)
The contracting officer coordinates with the SPAWARSYSCEN Charleston focal point to ensure that the past performance evaluation required by SPAWARSYSCEN Charleston Instruction 4200.5 has been initiated, if applicable.  No evaluation is required for contracts at SPAWARSYSCEN Charleston beneath the CPARS thresholds. 

3.  Funds Status Review

The administering office must identify any excess funding reported by DFAS, research the reasons for the excess funding and where appropriate, deobligate, by bilateral modification, the excess funds pursuant to FAR 42.302(b)(4).  

4.  Contract Completion Statement  


When actions in Steps 1-3 above have been completed, the PCO shall certify that all purchase actions and contract administration actions (including final payment) have been fully and satisfactorily completed.  The original certification shall be placed in the contract file using the following form:

· The CAO completes the DD 1594: Blocks 1-9d, forwards to the PCO, who completes Blocks 10c,10d, and 10e as appropriate, and signs.  (Exhibit F)

5.  Retire Completed Contract File

The completed DD Forms 1593,1597 and 1594 shall be included in the official file record.  SPAWARSYSCEN Charleston forwards the DD1594 to scanning for incorporation into the Imaging Database.  In the event capacity of the AEX database is reached, closed files containing this documentation will be archived.  Update the CIMS database with a status code “C” to reflect that the file is closed. 
PART IV.  TIME-AND-MATERIALS AND LABOR-HOUR CLOSEOUTS


The window for closure of a time-and-materials and labor-hour (tmlh) contract is the 20-month period following the date of physical completion.. The administrator of a TMLH contract must ensure that the delivery date specified in the contract is met or that the performance, required by the specification, has been satisfactorily completed, before initiating close out actions.  In general, a TMLH contract is an indefinite quantity, indefinite delivery type contract with delivery orders placed against it, therefore, the orders must be completed and final billed prior to initiating the close out actions on the basic contract. Remember that physical completion of IDIQ contracts may be as much as or more than 180 days after the contract expiration date.  E

· Delivery Orders

The Contracting Officer must first determine that all the delivery orders are completed and final billed.  If there are outstanding orders, which have not completed, the Contracting Officer should investigate the reason for the delay and resolve the problems.  General problems may be: delayed wage determination funding for option periods, unresolved claims, oversight in the final billing process by the contractor, and delays in the availability of the Government site or ship to complete the work.


Decisions must be made at this time about how to resolve the claim/dispute, whether to continue performance, or consider termination of the delivery order, with replacement under active contracts.


The contractor should provide, with the final invoice, an accounting of each completed delivery order, reflecting the final bill and the withholding, (if any) an amount which is due to the Contractor with the final payment. SPAWARSYSCEN Charleston waives the withholding requirement at the time of award of the contract after a risk assessment and determination that there are no outstanding financial problems with the contractor. When the Contracting Officer certifies the final invoice for payment it is forwarded directly to the Disbursing Officer.

· Payments Clause

The closeout of a TMLH contract is governed by the Payments clause of the contract,  FAR 52.232-7 “Payments under Time-and-Materials and Labor-Hour Contracts.”  The following information provides discussion of the significant factors in the clause.

1.  Completion Voucher

Upon receipt and approval by the Contracting Officer, of the voucher designated by the contractor as “the completion voucher” or “completion invoice” under the basic the Government shall promptly execute payment for any balance due the contractor. It is the policy of SPAWARSYSCEN Charleston to assign DCM for administration and closeout actions and DCAA for certification of invoices on TMLH contracts. The completion invoice or voucher, and substantiating material, shall be submitted by the contractor as promptly as practicable following completion of the work under this contract, but in no event later than 1 year (or such longer period as the contracting officer may approve in writing) from the date of completion.  


Clause G-517 (j), the invoicing and paying instruction clause of a TMLH contract, provides additional information regarding the final invoice/voucher.  It indicates that the final invoice should list all invoices/vouchers previously tendered under the delivery order.  It should be forwarded to DCAA who will then forward it to the Contracting Officer for approval.  If the payment amount on a final invoice is subject to contract settlement actions, acceptance shall be deemed to have occurred on the effective date of the contract settlement, for purposes of Prompt Payment interest.  (See Exhibit G for TMLH Request for Releases)

2.  Audits



At any time before final payment under the contract the Contracting Officer may request audit of the invoices or vouchers and substantiating material. Exhibit H is a sample request for a DCAA audit.  Each payment previously made shall be subject to reduction to the extent of amounts, on preceding invoices or vouchers, that are found by the Contracting Officer not to have been properly payable and shall also be subject to reduction for overpayments or to increase for underpayments.


In determining whether an audit is required prior to the closeout of a contract the Contracting Officer should consider the size and complexity of the contract, the prior/current performance of the contractor, any prior or current problems under the contract, and any problems on other contracts with this contractor.   If the contract specifications were not complex, the dollar value was relatively low, and the contractor has a good performance record, an audit may not be required.

3.  Prompt payment application

No interest penalty shall be paid to the contractor as a result of delayed contract financing payments.  For purposes of the final invoice (for individual delivery orders and basic contracts), invoice payment is made after acceptance of services by the Government and “is” subject to assessment of interest penalty for payment delays in accordance with the “Prompt Payment” clause of the contract.

4.  Release of Withholding

Generally the completion voucher is for the amount of moneys withheld from the labor invoiced.  The percentage of withholding is stated in the Payments Clause FAR 52.232-7(a)(2). Unless otherwise prescribed in the Schedule, the Contracting Officer shall withhold 5 percent of the amounts due under this paragraph (a), but the total amount withheld shall not exceed $50,000.  The amounts withheld shall be retained until the execution and delivery of the releases by the Contractor.  Whether an audit is requested or not the withholding must be released at the time of “receipt” of the release statements from the Contractor.

5.  Release of Liability


1. The Contractor and each assignee under an assignment entered into under this contract and in effect at the time of final payment under this contract, shall execute and deliver, at the time of and as a condition precedent to final payment under the contract, a release discharging the Government, its officers, agents, and employees of and from, all liabilities, obligations, and claims arising out of or under this contract, subject only to the following exceptions:


     (a.) Specified claims in stated amounts, or in estimated amounts


     (b.) Claims, together with reasonable incidental expenses, based upon the 



liabilities of the contractor to third parties arising out of performing this 



contract, that are known to the contractor on the date of the execution of 



release, and which the Contractor gives notice in writing to the 




Contracting Officer not more than 6 years after the date of the release or 



the date or any notice to the Contractor that the Government is prepared to 


make final payment, whichever is earlier.

6.  Refunds 

The Contractor agrees that any refunds, rebates, or credits (including any related interest) accruing to or received by the Contractor or any assignee, that arise under the materials portion of this contract and for which the contractor has received reimbursement, shall be paid by the Contractor to the Government.  The Contractor and assignee, under an assignment entered into 

under this contract and in effect at the time of final payment under this contract, shall execute and deliver, at the time of and as a condition precedent to final payment under this contract an assignment to the Government of such refunds, rebates or credits (including any interest) in form and substance satisfactory to the Contracting Officer.

7.  Final Invoice Submission

The final invoice certified by the Contracting Officer should be forwarded to the Disbursing Officer for payment along with the following:


A copy of the audit, if applicable


A copy of the release of liability


A copy of the release of refunds, rebates and credits


A release of Assignment, if applicable


Steps to Closeout - TMLH

1.  Evidence of Final Inspection and Acceptance


As soon as the required delivery date has passed, reviews file documentation and ensure evidence including date of final inspection and acceptance has been received. If the contract has delivery orders, each order must be completed and final billed before the closeout of the basic contract file can begin.  In either case, if information has not been received, forward a letter to the Contractor requesting the completion status of the contract and delivery orders.

2.  Past Performance Evaluation (if applicable, see far  42.1502)

PCO forwards Past Performance Evaluation to the Technical Code for evaluation.

When returned from the technical code, the PCO completes the Past Performance Evaluation Form and forwards to the Contractor for review and comments.  If there is a dispute over the findings, PCO ensures review at a level above the Contracting Officer for resolution.  Upon final resolution, place original in the contract file (Section C) and make a one (1) copy distribution to 

Code llB.

3.  Funds Status Review
If the contractor has not forwarded the Completion Voucher and Release Statements, use Exhibit G to request this documentation. The release statements required by the payments clause will reflect any outstanding payments for services and the amount of withholding to be released.  If an audit is performed, it will advise the Contracting Officer if any payments are not allowed or costs charged are questioned or provide verification of the Contractor’s figures.  Note: An indirect cost rate audit is not what is used on TMLH contracts, because the contract does not allow for the renegotiation of the indirect rates.  

4.  Completion Voucher


The “final completion voucher” under the contract must be signed/certified by the Contracting Officer, in lieu of DCAA.  This invoice should be forwarded for payment as soon as the Contracting Officer receives the release statements.  If the contract will not be audited, forward a copy of the Release Statements with the Completion Voucher to the Disbursing Officer. Remember that this invoice is subject to the Prompt Payment Act.   If the contract is to be audited, upon completion, forward one copy of the Release statements, Completion Voucher and Audit to the Disbursing Officer to support the closeout of their files.

5.  Contract Completion Statement  


When action in Steps 1-3 above have been completed, the PCO shall certify that all purchase actions and contract administration actions (including final payment) have been fully and satisfactorily completed.  The original certification on the DD 1594 shall be placed in the contract file using one of the following forms:

· The CAO completes the DD 1594: Blocks 1-9d, forwards to the PCO, who completes Blocks 10c,10d, and 10e as appropriate, and signs.

· The PCO completes the DD 1594 and signs.

The DD 1594, Contractor Release Statements, Copy of Completion Voucher, and Original audit (if applicable), become part of  the official closeout record to be placed on the top of Section C in the original contract file. 

6.  Retire Completed Contract File
Update the CIMS database with a status code “C” to reflect that the file is closed.  Forward the DD1594 to scanning for incorporation into the Imaging Database.

PART V.  COST REIMBURSEMENT CLOSEOUTS

The window for closure of a cost reimbursement contract is the 36 month period following the date of physical completion.  The administrator of a cost reimbursement contract must insure that the delivery date specified in the contract is met or that the performance,  required by the specification,  has been satisfactorily completed,  before initiating close out actions.  If the contract is an indefinite quantity, indefinite delivery type contract with delivery orders, the orders must be completed and final billed prior to initiating the close out actions.

· Delivery Orders

The Contracting Officer must first determine that all the delivery orders are completed and final billed (physically complete), before initiating the final closeout actions.  If there are outstanding orders which are not physically complete the Contracting Officer should investigate the reason for the delay and resolve the problem.  Decisions must be made at this time about how to resolve the claim/dispute, whether to continue performance,  or whether to consider termination of the delivery order, with replacement/continuation under an active contract vehicle.

· Payments clause

The closeout of a Cost Reimbursement contract is governed by the payments clause of the contract FAR 52.216-7 “Allowable Cost and Payments” and FAR 52.216-8 “Fixed Fee” and FAR 42.7 “Indirect Cost Rates”.  

       1.  Indirect Cost Rate

Indirect Cost Rate means the percentage or dollar factor that expresses the ratio of indirect expense incurred in a given period to direct labor cost, manufacturing cost, or another appropriate base for the same period.

       2.  “Final” Indirect Cost Rates

Final Indirect Cost  Rate means the indirect cost rate established and agreed upon by the Government and the contractor as not subject to change.  The Payments clause states that the Contractor shall submit within 90 days after expiration of each of its fiscal years, or by later date approved by the contracting officer, its final indirect cost rates.  Final indirect cost rates are usually established after the close of the contractor’s fiscal year (unless the parties decide upon a different period) to which it applies. The proposed rates shall be based on the Contractor’s actual cost experience for that period. The final indirect cost rate may be established at the end of the contract, if appropriate. (See Quick Close Out Procedures).   FAR 42.703-1 states - Use established final indirect cost rates in negotiating the final price of a fixed-price incentive and fixed price redeterminable contracts and in other situations requiring that indirect costs be settled before contract prices are established.   

         3.  Quick Closeout Procedures (Administratively Preferred Method)

Quick-closeout procedures are applicable when the conditions in FAR 42.708(a) are satisfied.  The Contracting Officer responsible for the contract closeout may negotiate the settlement of indirect cost for a specific contract, in advance of the determination of final indirect cost rates, if - 


(1) The contract is physically complete


(2) The amount of unsettled indirect cost to be allocated to the contract is relatively 

insignificant.  Indirect cost amounts will be considered insignificant when:


a.  The total unsettled indirect cost applicable to any one contract does not exceed 

     
$1,000,000; and


b.  the cumulative unsettled indirect costs to allocated to one or more contracts in 


(3) A single fiscal year does not exceed 15 percent of the estimated, total unsettled 
indirect costs allocable to cost-type contracts for that fiscal year.  The contracting officer 
may waive the 15 percent restriction based upon risk assessment that considers the 
contractor’s accounting, estimating, and purchasing systems; other concerns of the 
cognizant contract auditors; and any other pertinent information;  and agreement can be 
reached on a reasonable estimate of allocable dollars.


The determination of final indirect cost rates under the quick closeout procedure shall be final for the contract it covers and no adjustment shall be made to other contracts for over-or under-recoveries of cost allocated or allocable to the contract covered by the agreement.  Rates established in the quick closeout procedure shall not be considered a binding precedent when establishing the final indirect cost rates for other contracts.

         4.  Contracting Officer Determined Procedure- (final indirect cost rates)

The corporate administrative Contracting Officer (CACO) and individual administrative Contracting Officers (ACO) shall jointly decide whether negotiations will be conducted on a coordinated or centralized basis.  When they are conducted on a coordinated basis, individual ACO’s are responsible for coordinating with the CACO to ensure consistency of cost determinations.  These determinations are applicable to certain business units as shown in far 42.705-1(a).


Under the Contracting Officer determined procedure, contractors must be required to submit a copy or their final indirect cost rate proposals reflecting actual cost experience during the covered period, together with supporting cost or pricing data, to the cognizant auditor.   The auditor shall submit to the contracting officer an advisory audit report.  The Contracting officer shall head the negotiating team and prepare the written indirect cost rate agreement as specified in FAR 42.705-1(b)(4).  This agreement applies to a certain period of time and the contracts that are covered by the agreement.


5.  Dcaa Determined - final indirect cost rates

The cognizant auditor shall establish final indirect cost rates for business units not covered in the Contracting Officer determined procedure.  The Auditor determined procedure may be used on the business units in far 42.705-1(a) when the following circumstances apply: 

(a) business unit has primarily fixed price and only limited cost reimbursement contracts

(b) contracting officer procedure cost would exceed expected benefits

(c) business unit does not have a history of disputes and has few cost problems

(d) contracting officer and the auditor agree that special circumstances require it

The Auditor shall audit the proposal and seek agreement on it with the Contractor, prepare an indirect cost rate agreement conforming to the requirements of the contracts, prepare an audit report.  If the auditor and the contractor are unable to reach agreement, the Contracting Officer with the predominant interest shall be requested to resolve the disagreement.  The contractor and the auditor shall sign the agreement. This agreement applies to a certain period of time and all the contracts that are covered.

6.  Audit

At any time before final payment under the contract the Contracting Officer may request audit of the invoices or vouchers and statements of cost.  Any payment may be (1) reduced by amounts found by the Contracting Officer not to constitute allowable costs or (2) adjusted for prior overpayments or underpayments.

7.  Completion Voucher

Upon receipt and approval by the Contracting Officer, of the voucher designated by the contractor as “the completion voucher” or “completion invoice” and upon the Contractor’s compliance with all terms of this contract, the Government shall promptly pay any balance of allowable costs and that part of the fee (if any) not previously paid.   The completion invoice or voucher and release statements shall be submitted by the contractor as promptly as practicable following completion of the work under this contract, but in no event later than 1 year (or such longer period as the contracting officer may approve in writing) from the date of completion. 


The invoicing instructions in clause G-320,  “Invoicing Instructions (Cost Reimbursement Contracts), provides additional information regarding the final invoice/voucher.   It states that the final invoice should list all invoices/vouchers previously tendered under the contract.  It will be forwarded to the Contracting Officer for approval then to DCAA who will forward it to the Disbursing Office for final payment.  If the payment amount on a final invoice is subject to contract settlement actions, acceptance shall be deemed to have occurred on the effective date of the contract settlement, for purposes of Prompt Payment interest.
  
8.  Prompt payment application

No interest penalty shall be paid to the contractor as a result of delayed contract financing payments.  For purposes of the final invoice (for individual delivery orders), invoice payment is made after acceptance of services by the Government and is subject to assessment of interest penalty for payment delays in accordance with the “Prompt Payment” clause of the contract.

9.  Release of Withholding

The completion voucher is for the amount of moneys withheld from the fee.  The percentage of withholding is stated FAR 52.216-8 “Fixed Fee.”  Payment of the fixed fee shall be made as specified in the Schedule; provided, that after payment of 85 percent of the fixed fee, the Contracting Officer may withhold further payment of fee until a reserve is set aside in an amount that the Contracting Officer considers necessary to protect the Government’s interest.  This reserve shall not exceed 15 percent of the total fixed fee or $100,000, whichever is less. The amounts withheld shall be retained until the execution and delivery of the releases by the Contractor.  Whether an audit is requested or not, the withholding must be released at the time of “receipt” of the release statements from the Contractor.

10.  Refunds 

The Contractor agrees to assign to the Government any refunds, rebates, or credits (including any related interest) accruing to or received by the Contractor or any assignee, to the extent that those amounts are properly allocable to costs for which the contractor has been reimbursed by the Government, shall be paid by the Contractor to the Government.  Reasonable expenses incurred by the Contractor for securing refunds, rebates, credits, or other amounts shall be allowable cost if approved by the Contracting Officer


11.  Releases

The Contractor and each assignee under an assignment entered into under this contract and in effect at the time of final payment under this contract, shall execute and deliver, at the time of final payment, a release discharging the Government, its officers, agents, and employees from all liabilities, obligations, and claims arising out of or under this contract, except:


       a.  Specified claims in stated amounts, or in estimated amounts


       b.  Claims, together with reasonable incidental expenses, based upon the 



liabilities of the contractor to third parties arising out of performing this 



contract, that are not known to the contractor on the date of the execution 



of release, and which the Contractor gives notice in writing to the 




Contracting Officer not more than 6 years following the release date or 



notice of final payment date, whichever is earlier; and 


       c.  Claims for reimbursement of cost, including reasonable incidental 




expenses, incurred by the Contractor under the patent clauses of this 



contract. 


 
12. Final Invoice Submission

The final invoice certified by the Contracting Officer should be forwarded to the Disbursing Officer for payment along with the following:


A copy of the audit, if applicable


A copy of the release of liability


A copy of the release of refunds, rebates and credits


A release of Assignment, if applicable


Even if the contractor submits a final invoice for “0” dollars, it is necessary to forward the information listed above to the Disbursing Officer, advising that their file may now be closed.


Steps to Closeout - cost reimbursement
1.  Evidence of Final Inspection and Acceptance


As soon as the required delivery date has passed, review file documentation and ensure evidence including date of final inspection and acceptance has been received. If the contract has delivery orders, each order must be completed and final billed before the closeout of the basic contract file can begin.  In either case, if information has not been received, forward a letter to the activity responsible for final inspection and acceptance requesting the information required for closeout.  See Exhibit (J).

2.  Past Performance Evaluation (if applicable, see far  42.1502)

PCO forwards Past Performance Evaluation to the Technical Code for evaluation.

When returned from the technical code, the PCO completes the Past Performance Evaluation Form and forwards to the Contractor for review and comments.  If there is a dispute over the findings, PCO ensures review at a level above the Contracting Officer for resolution.  Upon final resolution, place original in Section C of the contract file and make a one (1) copy distribution to 

Code 11B.

3.  Funds Status Review

If the contractor has not forwarded the Completion Voucher, Release Statements, and the request for Quick Closeout or the Proposal for Final Indirect Cost Rates, use Exhibit J to request these documents.  The release statements required by the payments clause will reflect any outstanding payments for services and the amount of withholding to be released.  If an audit is performed on the instant contract, it will advise the Contracting Officer if any costs are unallowable or questioned.  In addition, if an audit is or has been performed to support negotiation of the Contracting Officer Determined or Auditor Determined final indirect cost rates, for a group of contracts, it shall be used to support the contractor’s request for adjustment.
4.  Completion Voucher


The “final completion voucher” under the contract must be signed/certified by the Contracting Officer, in lieu of DCAA.  This invoice should be forwarded for payment as soon as the release statements are received by the Contracting Officer.  If the contract will not be audited, forward a copy of the Release Statements with the Completion Voucher to the Disbursing Officer.  Remember that this invoice is subject to the Prompt Payment Act.   If the contract is to be audited, upon completion, forward one copy of the Release statements, Completion Voucher and Audit to the Disbursing Officer to support the closeout of their files.

5.  Contract Completion Statement  


When action in Steps 1-3 above have been completed, the PCO shall certify that all purchase actions and contract administration actions (including final payment) have been fully and satisfactorily completed.  The original certification on the DD 1594 shall be placed in the contract file using one of the following forms:

· The CAO completes the DD 1594: Blocks 1-9d, forwards to the PCO, who completes Blocks 10c,10d, and 10e as appropriate, and signs.

· The PCO completes the DD 1594 and signs.

The DD 1594, Contractor Release Statements, Copy of Completion Voucher, and Original audit or Indirect Cost Audit (if applicable), become part of the official closeout record to be placed on the top of Section C. 

6.  Retire Completed Contract File
Update the CIMS database with a status code “C” to reflect that the file is closed.  Forward the DD1594 to scanning for incorporation into the Imaging Database.
