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[bookmark: _Toc320880047]PART I
GENERAL INFORMATION

1. [bookmark: _Toc320880048]Purpose of this Desk Guide

The purpose of this Desk Guide is to provide guidance for closing out contracts across the U.S. Army Expeditionary Contracting Command-Europe (ECC-E, 409th Contract Support Brigade (CSB). This Desk Guide does not supersede the Federal Acquisition Regulation (FAR); Defense Federal Acquisition Regulation Supplement / Procedures, Guidance, and Instructions (DFARS/PGI); Army Federal Acquisition Regulation Supplement (AFARS), or any other statutory regulation. It is the responsibility of the acquisition professional to use this Desk Guide in conjunction with the appropriate regulation and procedures.  

2. [bookmark: _Toc320880049]Regulatory Timeframe for Contract Closeout

The time period for closing a contract is based upon both the type of contract and date of physical completion. 
The standard timeframes for closing out contracts is stated in FAR 4.804-1 “Closeout by the office administering the contract.”  The Table below illustrates the contract type and timeframes required to properly closeout the contract.

	STANDARD CONTRACT CLOSEOUT REQUIREMENTS

	Timeframes
	Contract Type/Procedures

	Immediately after KO receives evidence of receipt
of property and final payment
	When using Simplified Acquisition Procedures (SAP)

	6 months after the date on which the KO receives evidence of physical completion
	Firm-Fixed Price (FFP) (not using SAP)

	20 months after the date on which the KO receives evidence of physical completion
	All other contracts 

	36 months after the date on which the KO receives evidence of physical completion
	Contracts requiring settlement of Indirect Cost Rates




A contract file shall not be closed if — 
[bookmark: wp1109065](1) The contract is in litigation or under appeal; or 
[bookmark: wp1109066](2) In the case of a termination, all termination actions have not been completed. 

Time standards 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”.


3. [bookmark: _Toc320880050]Government Contract Files

Documentation in the contract files shall be sufficient to constitute a complete history for the purpose of: (1) providing a complete background as a basis for informed decisions at each step in the acquisition process; (2) supporting actions taken; (3) providing information for reviews and investigations; and (4) furnishing essential facts in the event of litigation or congressional inquiries.
	
FAR 4.802(f) authorizes the Contracting Office to maintain files in any medium (paper, electronic, microfilm) or any combination of media as long as the requirements are met. It is recommended that the hard copy files be destroyed as soon as practicable 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.

In accordance with DFARS 204.802 specifically states that official contract files shall consist of only original, authenticated (certified as true copy by signature of authorized personnel or official seal) or conformed (complete and accurate, including the date signed, names, and titles of parties who signed them) copies of contractual instruments as well as signed or official record copies of correspondence, memoranda, and other documents.

In accordance with DFARS 204.805(3) the Contracting Office shall hold completed contract files in the office responsible for post award contract administration for a period of 12 Months after contract closeout. After the initial 12-month period, send the record to the local records holding or staging area until they are eligible for destruction.  Destroy working files as soon as practicable once they are no longer needed.

	GENERAL CONTRACT FILE RETENTION PERIOD

	Document / File
	Retention Period

	Contract Disputes Act actions

	1 year after final payment

	Contracts equal or lower than SAT (≤$150,000.00)
other than Construction

	3 years after final payment

	Contracts greater than SAT (>$150,000.00)
other than Construction

	6 years and 3 months after final payment

	Contracts equal or lower than (≤) $2,000.00 for Construction

	3 years after final payment

	Contracts greater than (>) $2,000.00 for Construction

	6 years and 3 months after final payment

	Cancelled Solicitations

	5 years after cancellation





4. [bookmark: _Toc320880051][bookmark: _Toc146528141][bookmark: _Toc306179951]Physical Completion of a Contract

A contract is considered physically complete when the contractor completes the required deliveries or performs the required services and the Government inspects and accepts the supplies or services and all option provisions, if any, expire. A contract is considered physically complete if the Government has given the contractor notice of complete contract termination. Facilities contracts and rental, use, and storage agreements are considered physically complete when the Government has given the contractor a notice of complete contract termination or the contract period has expired. Despite this definition, please note that under cost-type or T&M/LH contracts, the contractor does not have to deliver the required supplies because of the terms of the Limitation of Cost/ Limitation of Funds and Payments under the T&M and LH Contracts clauses, which specify that the contractor does not have to continue performance once its costs equal the established cost ceiling of the contract. Thus, under these types of contracts, if the government does not provide additional money to the contract, that contract should be considered physically complete once the cost ceiling is reached. Although a contract may be physically complete, other factors may delay the actual closeout. For example, if the final amount due the contractor has not been determined or if there is an outstanding claim by or against the contractor, the contract may not be closed even if it is physically complete. Based on these considerations, a contract may not be closed until it is physically complete, the amount owed the contractor has been finally determined, and all claims regarding the contract have been resolved.  Essentially, contracts are administratively complete when all administrative activities have been accomplished, releases executed, and final payment made. 

5. [bookmark: _Toc320880052]FAR Procedures

The KO is responsible for initiating (automated or manual) administrative closeout of the contract after receiving evidence of its physical completion. The closeout procedures must ensure that the following actions, as applicable, occur:
(1) Disposition of classified material is completed;
[bookmark: wp1110974](2) Final patent report is cleared;
[bookmark: wp1109085](3) Final royalty report is cleared;
[bookmark: wp1109086](4) There is no outstanding value engineering change proposal;
[bookmark: wp1109087](5) Plant clearance report is received;
[bookmark: wp1109088](6) Property clearance is received;
[bookmark: wp1109089](7) All interim or disallowed costs are settled;
[bookmark: wp1109090](8) Price revision is completed;
[bookmark: wp1109091](9) Subcontracts are settled by the prime contractor;
[bookmark: wp1109092](10) Prior year indirect cost rates are settled;
[bookmark: wp1109093](11) Termination docket is completed;
[bookmark: wp1109094](12) Contract audit is completed;
[bookmark: wp1109095](13) Contractor’s closing statement is completed;
[bookmark: wp1109096](14) Contractor’s final invoice has been submitted; and
[bookmark: wp1109097](15) Contract funds review is completed and excess funds deobligated.
 
In DoD, contracts valued above the simplified acquisition threshold, requires a DD Form 1597, Contract Closeout Check List, to ensure that all required contract actions have been satisfactorily accomplished.

[bookmark: wp1109098]The KO must prepare a contract completion statement and place the signed original in the file. The statement needs to contain the following information:
[bookmark: wp1109099](1) Contract administration office name and address (if different from the contracting office).
[bookmark: wp1109100](2) Contracting office name and address.
[bookmark: wp1109101](3) Contract number.
[bookmark: wp1109102](4) Last modification number.
[bookmark: wp1109103](5) Last call or order number.
[bookmark: wp1109104](6) Contractor name and address.
[bookmark: wp1109105](7) Dollar amount of excess funds, if any.
[bookmark: wp1109106](8) Voucher number and date, if final payment has been made.
[bookmark: wp1109107](9) Invoice number and date, if the final approved invoice has been forwarded to a disbursing office of another agency or activity and the status of the payment is unknown.
[bookmark: wp1109108](10) A statement that all required contract administration actions have been fully and satisfactorily accomplished.
[bookmark: wp1109109](11) Name and signature of the contracting officer.
[bookmark: wp1109110](12) Date.
[bookmark: wp1109111]
[bookmark: wp1109113]In DoD, contracting offices administering their own contracts may use a DD Form 1594, Contract Completion Statement, or a locally developed equivalent. The form used shall be retained in the official contract file.

6. [bookmark: _Toc320880053][bookmark: Government_Property]Disposition of Government Property

Government property provided to the contractor during contract performance and not consumed must be returned to the Government or if applicable disposed of upon written notification by the Contracting Office at the end of the contract.  Any property acquired or manufactured by the contractor, but is excess to the contract at completion, may also become government property under certain conditions.  This property also must be inventoried and returned to the Government if applicable before the contract can be closed out.  The FAR and DFARS/PGI provide procedures for the proper disposition of government property, which include contractor reporting of all government property.  The government will review the report and provide specific instructions to ship, leave in place, or scrap the property.

If the contract contains property clauses, a DD 1593, Contract Administration Completion Record, is required and retained in the official contract file.

7. [bookmark: _Toc320880054]Contractor Past Performance Reporting
[bookmark: wp1075893][bookmark: wp1075894][bookmark: wp1075895]Past performance evaluations shall be prepared when the work under the contract or order is completed. In addition, interim evaluations shall be prepared to provide current information for source selection purposes, for contracts or orders with a period of performance, including options, exceeding one year. These evaluations are generally for the entity, division, or unit that performed the contract or order. The content of the evaluations should be tailored to the size, content, and complexity of the contractual requirements.
The Director of Defense Procurement Class Deviation 2011-O0014 titled Past Performance Reporting dated June 27, 2011 requires an evaluation of contractor performance for acquisitions valued as follows: (1) $5 million for systems and operations support; (2) $1 million for services, IT; and (3) all other acquisitions above SAT.
[bookmark: wp1075897]Past performance evaluations shall be prepared for each construction contract of $650,000 or more, and for each construction contract terminated for default regardless of contract value. Past performance evaluations may also be prepared for construction contracts below $650,000. 
[bookmark: wp1075898]Past performance evaluations shall be prepared for each architect-engineer services contract of $30,000 or more, and for each architect-engineer services contract that is terminated for default regardless of contract value. Past performance evaluations may also be prepared for architect-engineer services contracts below $30,000. 
[bookmark: wp1075899][bookmark: wp1076074][bookmark: wp1076195][bookmark: wp1076274]Agencies shall promptly report other contractor information in the FAPIIS module of PPIRS within 3 calendar days after a contracting officer— 
1) [bookmark: wp1076213]Issues a final determination that a contractor has submitted defective cost or pricing data; 
2) [bookmark: wp1076214][bookmark: wp1076215]Makes a subsequent change to the final determination concerning defective cost or pricing data
3) Issues a final termination for cause or default notice; or 
4) [bookmark: wp1076216]Makes a subsequent withdrawal or a conversion of a termination for default to a termination for convenience. 
[bookmark: wp1076299]
8. [bookmark: _Toc320880055]Funding

The office administering the contract is responsible for initiating a funds status review and identification of excess funds to the contracting office.  If there are excess funds remaining on the contract, it is the responsibility of the contracting office to investigate and resolve this issue. 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 Payment Office/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.

Payment Clauses

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”. 


[bookmark: _Toc320880056]PART II
BASIC CLOSEOUT PROCEDURES
1. [bookmark: _Toc320880057][bookmark: _Toc146528148][bookmark: _Toc306179958]Firm Fixed Price

Firm Fixed Price contracts not using SAP should be closed within six (6) months after physical completion of the contract.

Steps to Complete FFP Contract Closeout

1. 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, contact the activity responsible for final inspection and acceptance requesting closeout information.

2. Past Performance Evaluation

If applicable, the Contracting Officer coordinates with the designated Contracting Officer Representative to ensure that the past performance evaluation has been initiated in accordance with FAR 42.1502.

3. Funds Review

The contracting 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  The funds review is coordinated among responsible parties, such as financial accounting or budget and the contracting office.

4. Government Furnished Property
 
If applicable, all Government-furnished property is accounted for or properly disposed of in accordance with FAR Part 45. 

5. Contract Completion Statement:

The Contracting Officer shall complete DD Form 1594 and sign.  For contracting offices administering their own contracts, locally developed forms or a statement of completion may be used instead of the DD Form 1594

6. Retire Official Contract File:

Completed DD Forms 1593, 1597 and 1594 shall be retained in the official file record, if applicable. 


2. [bookmark: COST_TYPE_CONTRACT_CLOSEOUT][bookmark: _Toc320880058]Cost Type Contracts

Cost type contracts requiring settlement of indirect cost rates should be closed within 36 months after physical completion of the contract.  Cost type contracts not requiring settlement of indirect cost rates should be closed within 20 months after physical completion.  Cost type contracts are the most complex contracts to administer and close.  Their final price is based mostly on a negotiated settlement of allowable and allocable cost that may not be decided for several years after physical completion.  There are several initiatives in place such as Real Time Rates and Quick Closeout (further detail provided below) that can minimize the impact that delays in settling indirect cost rates often have on closeout.  However, to prevent closeout problems, the contractor and contract should be monitored.

Steps to Complete Cost-Reimbursable Contract Closeout

1. 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.  If information has not been received, contact the activity responsible for final inspection and acceptance requesting closeout information.

2. Past Performance Evaluation

If applicable, the Contracting Officer coordinates with the designated Contracting Officer Representative to ensure that the past performance evaluation has been initiated in accordance with FAR 42.1502.

3. Determination of Indirect Rates

Determination of final overhead rates is dependent on a review of the contractor’s incurred direct and indirect costs.  FAR 52.216-7 requires the contractor to submit a final indirect cost proposal to the Government within 180 days of the close of its fiscal year.  The Contracting Officer should work with DCAA to obtain indirect cost proposals from the appropriate contractors.  If appropriate, Contracting Officers should utilize Quick Closeout Procedures as described in FAR 42.708.

4. Funds Review

The contracting 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  The funds review is coordinated among responsible parties, such as financial accounting or budget and the contracting office.

5. Government Furnished Property
 
If applicable, all Government-furnished property is accounted for or properly disposed of in accordance with FAR Part 45. 

6. Contract Completion Statement:

The Contracting Officer shall complete DD Form 1594 and sign.  For contracting offices administering their own contracts, locally developed forms or a statement of completion may be used instead of the DD Form 1594

7. Retire Official Contract File:

Completed DD Forms 1593, 1597 and 1594 shall be retained in the official file record, if applicable. 

3. [bookmark: _Toc320880059]BPA or BOA / BPA Calls / Orders
BPAs and BOAs are not contracts.  The “Call” or “Order” becomes the “Contract”.  Read through the agreement carefully, it should specify the point at which each call or order becomes a binding contract (e.g., issuance of the call or order, acceptance of the call or order in a specified manner, or failure to reject the call or order within a specified number of days).
[bookmark: LOC_P380_48373]Procedures for closing out the “Contracts” (Calls or Orders) are the same as stated in FFP Closeout Procedures as applicable.
Note:  In accordance with FAR 4.804-5 -- Procedures for Closing Out Contract Files; Subparagraph (b) (5), ensure that the contract completion statement contains the last call or order number as if the order were a contract awarded independently of the agreement.
The “Agreement” is considered closed once ALL Calls/Orders have been closed out.  Upon verification no other actions are required to close out the agreement itself.  



[bookmark: _Toc320880060]Part III
ADDITIONAL GUIDANCE FOR CLOSEOUT OF COST-REIMBURSABLE CONTRACTS

1. [bookmark: _Toc320880061]Monitoring Cost-Reimbursable Contracts
Cost type contracts are the most complex contracts to administer and close.  Their final price is based mostly on a negotiated settlement of allowable and allocable cost that may not be decided for several years after physical completion.  Quick Closeout (further detail provided below) can minimize the impact that delays in settling indirect cost rates often have on closeout.  However, to prevent closeout problems, the contractor and contract should be monitored.

Contractor areas that should be monitored include:

· Indirect Cost Settlement 
· What year are rates settled through? 
· Are there any overdue cost proposals? 
· What is the status of Defense Contract Audit Agency (DCAA) audit of the incurred cost proposal? 
· What is the status of final voucher submission by fiscal year? 
· Corporate Allocations 
· Utilization of Quick Closeout 

It is helpful when individual contracts are monitored in the following areas:

· Period of Performance and Timely Submittal of Required Reports and Data Items 
· Funding Status 
· Total Obligations by ACRN 
· Canceling Funds Identified 
· Current Funding Balance Correct in Financial System 
· Public Vouchers 
· Previous Amounts Paid 
· Obligated Funds Correct 
· Fee Withholding   

By monitoring contractor and individual contract status, the problems associated with the closeout process, including final reconciliation of funds, will be minimal.

2. [bookmark: _Toc320880062]Physical Completion Cost Contracts

Cost type contracts will remain open until completion of contract performance.  Upon evidence of contract completion in accordance with in accordance with Part I – “Physical Completion of a Contract, the closeout processes may begin.

3. [bookmark: _Toc320880063]Awaiting Final Acceptance for Cost Contracts

Destination final acceptance documents are often delayed or not received at all by the Payment Office or the Contracting Office.  The Contracting Officer can, however, request a statement of final acceptance from the customer and once received, should annotate the contract file.

4. [bookmark: _Toc320880064]Closeout Checklist

The completion of the DD Form 1597 should be used as a tool for ensuring all necessary steps in the closeout process are completed on other than firm-fixed-price type contracts and firm-fixed-price contracts with special closeout actions.  

· All Deliveries Accepted 
· Excess Funds Identified and De-obligated 
· All Actions Definitized 
· Subcontracts Closed 
· Disposition of Government Property 
· Disposition of Classified Material 
· Final Patent Report 
· Final Royalties Report 
· No Outstanding VECPs 
· Terminations/Claims/Disputes 
· Litigation Resolved 
· Warranty 

5. [bookmark: _Toc320880065]Work with DCAA on Final Indirect Rates for Cost Contracts
 
Determination of final overhead rates is dependent on a review of the contractor’s incurred direct and indirect costs.  FAR 52.216-7 requires the contractor to submit a final indirect cost proposal to the Government within six (6) months of the close of its fiscal year.  The Contracting Officer should work with DCAA to obtain indirect cost proposals from the appropriate contractors.   
 
DCAA is responsible for auditing the yearly submission of the contractor's final overhead cost proposals and providing a formal report of its findings to the Contracting Officer.  The agency is responsible for ensuring that all proposed overhead costs are consistent with both the Cost Accounting Standards (CAS), if applicable, and the cost principles in FAR Part 31.  The "Allowable Cost and Payment" clause, FAR 52.216-7, provides for reimbursement of costs incurred in contract performance that are deemed "allowable" by the contracting officer, in accordance with procurement regulations and contract terms.  In establishing the allowable indirect costs under a contract, indirect cost rates are applied to the allowable contract base cost.  Indirect cost rates are generally accumulated into logical cost groupings to permit distribution of expenses in relation to benefits received by the cost objectives.  One such example of these indirect costs pools is manufacturing overhead, which represents costs incurred by the company that cannot be directly attributed to the contract (such as management salaries, buildings and maintenance).  The Contracting Officer must determine whether or not all overhead rates that apply to a contract have been negotiated.  The contractor is not eligible to submit a final voucher until all the applicable indirect costs and overhead rates have been negotiated or established.

6. [bookmark: _Toc320880066]Contractor Submission of Final Voucher

Once final annual indirect cost rates are settled for all years of a physically complete contract, the contractor must submit a completion invoice or voucher reflecting the settled amounts and rates within 120 days, unless an extension has been approved in writing by the contracting officer.  To determine whether a period longer than 120 days is appropriate, the contracting officer should consider whether there are extenuating circumstances as listed in FAR 42.705 (b) (1) through (5).  If the contractor fails to submit a completion invoice or voucher within the specified time period, the contracting officer may:

· Determine the amounts due to the contractor under the contract. 
· Record this determination in a unilateral modification to the contract. 

FAR 42.705 explicitly states the right of the contracting officer to unilaterally determine the final contract payment amount when the contractor does not submit the final invoice or voucher within the time specified in the contract. The contracting officer determination must be issued as a final decision in accordance with FAR 33.211.

7. [bookmark: _Toc320880067]DCAA Audit of Final Voucher and Allowable Costs

A CACWS summarizes total cumulative allowable costs for cost type contracts.  Contracting Officer should encourage contractors to submit a CACWS with their annual indirect cost rate proposal for audit by DCAA and update it within a reasonable time after rate settlement.  The Contractor's ability to track cumulative allowable cost by contract is essential for an adequate billing system and necessary to ensure that cumulative amounts billed do not exceed total estimated contract cost ceilings. 
 
The CACWS is designed to expedite contract closeout by eliminating the need for DCAA to audit the final voucher and prepare a separate contract audit closing statement.  This saves time and resources for both the contractor and government.  The Contracting Officer can ensure that the total payment amount stated in the CACWS equals the total amount requested for each contract as stated in the final voucher payment support documentation.  However, if the Contracting Officer cannot determine the cumulative allowable costs by contract using the CACWS, or if there are subcontractor costs, he should request that DCAA audit the final voucher.

8. [bookmark: _Toc320880068][bookmark: Final_Voucher_Review]Final Voucher Review/Approval

The Contracting Officer review/approval of a final voucher should include:

· Verification that all contractual requirements have been satisfied 
· Completion of fee adjustments 
· Verification that contractual funding limitations have not been exceeded 
· Identification of the application of any DFAS offsets 
· Accuracy of Contractor Release and Assignment 
· Verification that all previous contractor vouchers have been paid 
· Verification that the final voucher is identified as a “Final Voucher” and has a “Z” in the position of the voucher number 
· Approval for payment with the Contracting Officer signature and date (paper submissions only) 
· A de-obligation modification processed and distributed for any funds determined to be excess 
· Approving/submitting the final voucher to the payment office for processing 
· Personnel involved in the final payment process should be aware of the significant differences in the appointment qualifications and responsibilities for a certifying officer and a contracting officer. 
· Certifying and disbursing officers depend on Contracting Officer to support the contract payment process.  They have potential for significant financial liability for erroneous payments made based on improper certifications.   
· Contracting Officers are the only individuals authorized to bind the Government and direct the contractor. They play a critical role in ensuring the Government’s interests are protected during contract performance and serve as the principal point of contact for industry and buying commands on matters pertaining to contract interpretation, execution and compliance.  

Considering these differences, it is important that the Contracting Officer exercise care when approving final/completion vouchers  

9. [bookmark: _Toc320880069][bookmark: _Toc146528150][bookmark: _Toc306179959]Quick Closeout Procedures

The Contracting Officer is the primary person responsible for identifying contract candidates for quick closeout in accordance with FAR 42.708.  Occasionally, a contractor may even request quick closeout of a contract, preferring immediate settlement and payment rather than expending costly administrative time waiting for the normal closeout process to be completed.  Quick closeout, when appropriate, is an excellent way to close contracts and preclude aging funds from being lost.  Quick closeout procedures should not be used if there has been a history of significant adjustments between allowable and allocable costs reimbursed during contract performance with costs claimed by the contractor in their invoices.  Additionally, quick closeout should not be used if prior audits reflect a history of significant questioned costs.
A delay in closing out contracts can frequently be attributed to delays in obtaining final indirect rates for each fiscal year of the contract.  Delays are often caused by:
· Waiting on the contractor to complete their incurred cost submissions.
· Waiting on DCAA to complete audits on the submissions.
· Waiting for negotiation of rates and issuance of final rate agreements.
· Shortage of manpower to devote to the closeout process.

When deciding if a contract is a candidate for quick closeout, the ACO should consider the volume of contracts awaiting settlement of indirect rates that may be at risk for unobligated funds being cancelled, the complexity of the contract, the existence of outstanding issues related to the contract and/or past unfavorable experience with the contractor which might raise concerns.
Quick closeout procedures may be used if:
· The KO and the contractor bilaterally agree to the use of quick closeout.
· DCAA is contacted and has no reason to recommend against quick closeout.
· The contract is physically complete and all services and commodities have been accepted.
· The amount of unsettled indirect cost to be allocated to the contract is relatively insignificant.  IAW FAR 42.708 – Quick-Closeout Procedure indirect cost amount is insignificant when:
· The total unsettled indirect cost to be allocated to any one contract does not exceed $1M or 10% of the total contract amount.
· The determinations of final indirect costs under the quick closeout procedures are final for the contracts it covers and no adjustments are made to other contracts for over or under recoveries of costs allocated or allocable to the contracts covered by the advance agreement.
(NOTE:  Indirect cost rates used in the quick closeout of a contract are not considered a binding precedent when establishing the final indirect cost rates for other contracts).
The Contracting Officer should explore the alternatives for establishing the contractor's indirect rates:
· Using the contractor's prior years' audit history is an alternative for establishing indirect rates for the final years of the contract.  The final rates for the immediate previous year or an average of final rates from the past several years may be used.  As long as there is consistency in the indirect rates from year-to-year, after taking into account unallowable costs, the Government’s risk of over reimbursing costs for the unaudited years is limited.
· Keep in mind that the ACO can use any other reasonable options for determining indirect rates, as long as the ACO can fully justify and document its methodology for establishing the rates and such methodology has been approved through the management chain.  It is recommended that the ACO also coordinate the alternative it has chosen to determine indirect rates with DCAA and ask for any input they may have.
a. After the method for establishing indirect rates for quick-closeout purposes is determined, the ACO should prepare its negotiating objective and document how the objective has been deduced.
b. At the same time the ACO should request that the contractor submit its quick-closeout proposal with the final adjustment claimed.
c. Negotiations should be conducted IAW approved procedures and documented via a formal PNM.
d. A final closeout modification should be prepared reflecting the negotiated indirect rates and their impact on the final contract value.  This modification should include verbiage stating that these indirect rates apply only to the closeout of the subject contract and shall not set precedence for the closeout of any other contracts with the contractor.  


[bookmark: _Toc320880070]PART IV 
SOLUTIONS FOR PROBLEM CLOSURES

This part addresses those “problem closures” that exists in any contracting office.  A "problem closure" is considered to be a contract that has unusual circumstances barring the use of traditional closeout methods.  

IMPORTANT:  While this guidebook offers possible closeout solutions, Contracting Officers are encouraged to use sound business judgment for their individual situation or situations. 

Common examples of circumstances and possible solutions for:

1. [bookmark: SOLUTIONS]Contractor is No Longer in Business
2. Contractor is Bankrupt 
3. Contractor Has Failed to Submit Indirect Cost Data 
4. Contractor is Unable to Submit Supporting Indirect Cost Data 
5. Contractor Has Failed to Submit Final Invoice/Voucher 
6. Negotiated Settlement 

Traditional closeout procedures are, for the most part, dictated by the payment clauses contained in affected contracts.  When the circumstances mentioned above exist, it is sometimes virtually impossible to close contracts using traditional methods.  In these instances, the Contracting Officer shall perform a cost risk analysis and exercise business judgment in accordance with FAR 1.602-2 to ensure that the Government’s interests are protected and administrative actions are reasonable.  With the goal of minimizing loss to the Government, exercising and implementing efficient business practices and processes, the following guidelines are offered as a solution to these "problem closures".

1. [bookmark: _ADMINISTRATIVE_UNILATERAL_CLOSEOUT][bookmark: CONTRACTOR_NO_LONGER_IN_BUSINESS][bookmark: _Toc320880071]Contractor No Longer in Business

Unfortunately, it is not uncommon to have open contracts for companies that are no longer conducting business.  In these instances, the Government shall take every reasonable measure to locate the company and/or its principals.  It is suggested that the Contracting Officer:

· Attempt to contact company/company officials by telephone. 
· Attempt to locate company in writing, via certified mail, return receipt requested.  
· Contact/inquire about company’s status from other Government officials (e.g. SBA, DCAA). 
· Contact the Bankruptcy Court of the state in which the company is located to determine if company has filed for bankruptcy. 

The contract file should be documented with every attempt made to locate the company and its officials.  If all of the above attempts prove unsuccessful, it is recommended that the Contracting Officer begin the Administrative Unilateral Closeout process.
 
Administrative Unilateral Closeout begins with a thorough review of the official contract file.  The following should be ascertained during that review:

· Is the contract physically complete and has Government acceptance of goods/services been received? 
· Was the contractor previously paid any funds? 
· What is the status of indirect cost rate settlement (if contract is other than firm fixed price)? 
· Have all reasonable measures been taken to locate the company and documented in the contract file? 
· Has the contract been terminated for convenience or default? 

Any other pertinent information relative to the contractor or performance of the contract (e.g., unsettled subcontract cost, un-liquidated progress payments, litigation, etc.) should be considered.  It is recommended that the Contracting Officer check with legal counsel to ascertain if any actions are pending. 

Recommended actions for Administrative Unilateral Closeout and, if required, determination of final contract price can be found in Contractor Failed to Submit Final Invoice/Voucher.

2. [bookmark: _UNILATERAL_DETERMINATION_OF][bookmark: _CONTRACTOR_IS_BANKRUPT][bookmark: CONTRACTOR_BANKRUPT][bookmark: _Toc320880072]Contractor is Bankrupt

The KO should coordinate with counsel on any closeout action. The final contract price should be established at the amount previously paid to the contractor and any excess funds deobligated.

In accordance with FAR 42.9, when notified of bankruptcy proceedings, agencies must, as a minimum --

· Furnish the notice of bankruptcy to legal counsel and other appropriate agency offices (e.g., contracting, financial, property) and affected buying activities; 
· Determine the amount of the Government's potential claim against the contractor (in assessing this impact, identify and review any contracts that have not been closed out, including those physically completed or terminated); 
· Take actions necessary to protect the Government's financial interests and safeguard Government property; and
· Furnish pertinent contract information to the legal counsel representing the Government. 
 
If you discover that the contractor is bankrupt, contact legal counsel prior to taking any action in furtherance of contract closeout.  A thorough review of the contract and the status of bankruptcy are required.    

Once a bankruptcy petition is filed, an automatic stay goes into effect.  This stay generally precludes any action to collect from the debtor or that would interfere with the debtor’s property interests.  Contracts can be considered property of the bankrupt estate. Contract closeout actions could interfere with this property interest and violate the stay.  Consequently, contract closeout actions should generally not be initiated without relief from the stay.  Violation of the stay can subject responsible parties to contempt citations. 

Another reason for immediate coordination with the legal office is that any claim against the contractor must be filed with the court in the form of a Proof of Claim.  With the filing of a bankruptcy petition, the court usually will set a date by which the Proof of Claim must be filed (the Bar Date).  Potential claims against the contractor must be compiled and analyzed to determine whether a Proof of Claim is in the best interests of the Government and, if so, that information must be provided to DFAS.  DFAS has the responsibility for preparing the Proof of Claim and providing it to the cognizant U.S. Attorney for filing with the bankruptcy court.  If the Government doesn’t file a timely proof of claim (a form filed by DFAS establishing us as a creditor), we’re not going to get any money back.

· If the Contracting Officer would like to close out contracts after stay issued, contact trustee through counsel for relief from stay. 
· If contracts have been fully performed and paid, inform trustee that we intend to close contracts. 

Two types of bankruptcy the Contracting Officer might encounter are:
[bookmark: _ACCELERATED_FINAL_VOUCHER][bookmark: _CONTRACTOR_HAS_FAILED]
· Chapter 7 – liquidation – non-exempt items sold by trustee; proceeds distributed to creditors or 
· Chapter 11 – corporate debt reorganization in which reorganization plan must be approved by a majority of creditors. 

Recommended actions for Administrative Unilateral Closeout and, if required, determination of final contract price can be found in Contractor Failed to Submit Final Invoice/Voucher.

3. [bookmark: CONTRACTOR_NOT_SUMBIT_INDIRECT_COST_DATA][bookmark: _Toc320880073]Contractor Failed to Submit Indirect Cost Data

In accordance with FAR 52.216-7, the contractor is required to submit a final indirect cost proposal to the Government within the 6-month period following the expiration of each of its fiscal years.  Regardless of whether the rates are determined by an audit, it is the Contracting Officer’s responsibility to secure certified final rate claims pursuant to FAR Part 42.705.  The Contracting Officer should work with DCAA to obtain overdue proposals.   Other recommended actions for the Contracting Officer:

· Become proactive as early as practicable and supplement/complement DCAA’s efforts. 
· Apprise contractors of obligations, repetitively at strategic junctures throughout the lifetime of a contract, starting early in the cycle. 
· Offer technical guidance to ensure an adequate submission. 
· Remember to stay on top of the situation and document all discussions and meetings, including telephone conversations in order to support any resulting unilateral decision. 

The Contracting Officer should issue a letter to the contractor ninety days before the end of a contractor's fiscal year, requesting submission of the indirect cost proposal.  If the contractor does not submit their proposal in a timely manner, measures shall be taken to protect the Government's financial interest.  The Contracting Officer should issue a letter expressing concern over non-receipt of the proposal.  The letter should include a reminder that failure to submit a proposal is considered to be an internal control deficiency and request a response within 30 days.  

Based on these factors, the Contracting Officer should proceed with unilateral determination of indirect cost rates (FAR 42.703-2(c)) and/or unilateral determination of final contract price.   

4. [bookmark: _CONTRACTOR_IS_UNABLE][bookmark: _Toc320880074]Contractor Unable to Submit Supporting Indirect Cost Data

On rare occasions, contractors are unable to provide final vouchers because they have not retained their financial records for a fiscal year.  When this happens, the contractor does not have the ability to support an audit or the incurred cost previously billed on contracts.  
 
In these instances, Administrative Unilateral Closeout is recommended.  As with all Administrative Unilateral Closeout efforts, a thorough review of the contract file is essential.  You may want to do a risk assessment to ensure the financial security of the contractor.  Upon completion of your review, you should have an understanding as to why the contractor is unable to provide the final voucher.  If Administrative Unilateral Closeout is still deemed suitable under the circumstances, it is recommended that the Contracting Officer proceed with the closeout as follows:

· Contact the appropriate DCAA office and obtain an opinion as to the Administrative Unilateral Closeout of the contract.  
· Calculate the final price based on previous amounts paid to date. 
· Issue a modification establishing the final price at the amount previously paid to date and deobligate any excess funds. 

The steps outlined above are a summation of the Administrative Unilateral Closeout process and more detailed list of recommended actions for Administrative Unilateral Closeout and, if required, determination of final contract price can be found in Contractor Failed to Submit Final Invoice/Voucher.

5. [bookmark: _CONTRACTOR_HAS_FAILED_1][bookmark: CONTRACTOR_UNABLE_TO_SUMBIT][bookmark: CONTRACTOR_FAILED_TO_SUMBIT_FINAL][bookmark: _Toc320880075]Contractor Failed to Submit Final Invoice/Voucher

Different circumstances and solutions are described below.
 
Firm Fixed Price:  Contractor Fails to Submit Final Invoice

On occasion, contractors complete performance but fail to submit a final invoice on firm- fixed price contracts.  After making a reasonable number of requests to the contractor, the following actions should be taken.

· Verify that the government has accepted all shipments/performance.
· Send the contractor a letter asking if paid complete or when they will submit final invoice.
· If contractor fails to respond by suspense date in first letter, send a certified letter; return receipt requested, to the contractor advising them of the intent to administratively close the contract. 
· If the contractor responds that an amount is owed, but they will not submit a final invoice, the contract should be closed with remaining funds noted in the contract file.  If the contractor fails to respond by the suspense date in the certified letter, the contract should be closed.   

Cost Reimbursable: Contractor Fails to Submit Final Voucher

The Contracting Officer has the responsibility of obtaining final vouchers and closing documents in accordance with FAR regulations.  The contractor is contractually required to submit final vouchers within 120 days after settlement of final indirect cost rates.  As soon as rates are settled and the contractor has signed an indirect cost rate agreement, the Contracting Officer should request that final vouchers be submitted in accordance with FAR 52.216-7(d) (5). 

In situations where indirect cost rates have been settled and the contractor has failed to adhere to FAR 52.216-7(d) (5), it is recommended that the Contracting Officer research and determine the reason for non-submission.  Many times the contractor may not be able to submit final vouchers because:

· They are awaiting final subcontractor costs 
· There is a lack of accounting staff to prepare final vouchers 
· There is a lack of sufficient financial records needed to prepare cumulative cost sheets and ultimately the final vouchers 
· The final voucher would result in a credit balance due to the Government 
· The final voucher would equal $0.00 

When the contractor fails to submit a final voucher within 120 days after settlement of final indirect cost rates, and has not provided a reasonable explanation along with an acceptable plan to become current in the submittal of final vouchers and has not received an extension from the Contracting Officer, the Contracting Officer should take action.  Remedies available to the Contracting Officer include: 

· Refer the matter to higher authority
· Other non-contractual remedies such as inclusion of comments in Preaward Surveys 
· Suspend interim financing payments 
· Disallow or recoup previously paid costs 
· Decrement bidding/billing rates 
· Initiate appropriate systems reviews 
· Maintain fee withholds 
· Recommend removal from Direct Billing 

After the Contracting Officer determines the reason for non-submission of final vouchers, several alternate methods exist that will enable the contracts to be closed.  They include:

· Unilateral Determination 
· Accelerated Final Voucher Preparation and Review Process 

[bookmark: UNILATERAL_DETERMINATION]Administrative Unilateral Closeout

The Contracting Officer should pursue a unilateral determination of final contract price when the contractor is non-responsive or has not provided a reasonable explanation for not submitting a final voucher.  After issuance of the initial request for submission of final vouchers and the expiration of the 120-day suspense, the Contracting Officer should:
  
· Verify that all shipments/performance have been accepted by the government.
· Issue Initial Letter of Request for Final Voucher.
· Coordinate with DCAA to determine allowable cost and/or obtain applicable incurred cost audits.
· Determine the total previous payments made to the contractor.
· Coordinate with legal counsel, and/or other advisors as appropriate.
· Issue a letter to the contractor, which will serve as a notice of intent to unilaterally determine the final contract prices if the final vouchers are not received within 30 days from date of the notice.
· If no final vouchers submitted, calculate the final price based on previous amounts paid to date.
· If overpayment has occurred, request a refund from the contractor.  If the contractor refuses to provide the refund within 30 days from the date of the request, forward the debt to DFAS.  
· If it is determined that excess funds remain on the contract, accomplish deobligation within the unilateral determination modification. 
· Issue a modification establishing the final price at the amount previously paid to date and deobligate any excess funds.

The Contracting Officer should:

· Verify that the un-liquidated balance equals $0.00. 
· Verify that the contractor was paid complete. 
· Verify any refund checks received have been posted and excess funds de-obligated. 
· Forward any delinquent refund request to DFAS.  

Document all contacts, telephone conversations and meetings, as evidence of Government initiated attempts to engage the contractor in remedying issue.

[bookmark: Accelerated_Final_Voucher]Accelerated Final Voucher Preparation and Review Process

There are times when a contractor may be able to prepare the final voucher but it will take an unreasonable amount of effort and expenditure of resources to pull the cumulative cost sheets together.  As a result, final voucher submission will be delayed and often cause the contract to become overage for closeout.  

The Contracting Officer may want to consider an accelerated final voucher preparation and review process in order to close the contracts in a timely manner.  The procedure is applied on a fiscal year basis and may include all contracts or a partial list of contracts.  Basically four team players will need to concur in each case - the Contracting Officer, the Auditor, the Contractor and DFAS.  

There are four steps recommended for this process:

· The Contracting Officer and the Contractor agree on the final contract amount.  
· DCAA agrees to perform a risk analysis and cumulative cost sampling for the contracts. 
· The Contractor agrees to submit a non-detailed final voucher for each contract. 
· DFAS concurs that they will pay a non-detailed final voucher. 

The Contracting Officer Actions:  

Perform Initial Risk Analysis - As with each of the alternate closeout methods, the ACO will need to perform an initial risk analysis and decide if this procedure is appropriate for a particular contractor.  Factors that should be considered include: 

· Status of Contractor Accounting and Billing Systems 
· Variances Between Proposed and Settled Rates for Previous Fiscal Years 
· Total Amounts Remaining to Be Disbursed (Unliquidated Obligations (ULO) Balance) 
· Decide Whether to Use the Procedure - After the Contracting Officer has decided to pursue the accelerated procedure, the following steps should be taken: 
· Prepare a List of Candidates - A list of contract candidates should be prepared and all necessary parties notified.  The list should include only those contracts for the specific fiscal year(s) for which the procedure is being used.  In addition to the contract numbers, the ACO should also include contract type, final acceptance date, total disbursed amount, obligated amount, ULO balance.  This list will serve as the Contracting Officer’s initial worksheet.
· Determine if you have agreement with DCAA and the Contractor – Then, the Contracting Officer should schedule a meeting with the contractor and DCAA to discuss the use of an accelerated final voucher preparation and review process.  The list of proposed contracts should be provided to all parties at the meeting or distributed via e-mail.

IMPORTANT!!!  It is necessary that all parties agree that the process is a practical solution for expediting closeout and will result in little or no risk to the Government.

· Request the Contractor Review Accounts Receivable Records - The Contracting Officer should request the contractor review the list of contracts and determine the amounts that remain on their accounts receivable records for each contract. 

Contractor Actions:  

· Review List of Candidates. 
· Weed out "high-risk" contract candidates. 
· Meet with Contracting Officer - 
· Provide final billable amount (credit or payment), by contract.
· Confirm and agree to final candidates and contract prices.
· Discuss finalized list of contracts and final prices with DCAA. 

DCAA Actions:

If DCAA has agreed to assist in this process, request they perform a risk analysis for the entire procedure.  The following factors should be considered:

· Contract Type 
· Accounts Receivable Definition and Content 
· Past Indirect Rate Settlement - Billing Rates versus Settled Rates 
· Billing System Status 

Final Actions

· The Contracting Officer will review the risk analysis and resolve any outstanding issues - 
· Adjust final contract amounts as necessary 
· Remove questionable candidates from list and instruct contractor to provide a final voucher through the traditional method. 
· The Contracting Officer will document the official contract file.  The document (s) should: 

1. State the purpose of the procedure 
2. State the benefits 
3. Identify the affected contracts and final prices 
4. Contractor should submit a non-detailed final voucher for each contract directly to the Contracting Officer.  
5. The Contracting Officer should proceed with the review and approval process for each final voucher. 

6. [bookmark: _Summary][bookmark: _Toc320880076][bookmark: NEGOTIATED_SETTLEMENT]Negotiated Settlement

Negotiated Settlement is the process of reaching a settlement among all parties to close a contract (including all government parties responsible for final closing actions). The process allows wide latitude to exercise business judgments in order to accomplish the contract closeout process in a reasonable and efficient manner.  The negotiated settlement process allows closure based on the best available data.   The negotiated settlement process is applicable to those contracts that are determined to be complete, shipped and accepted and the contract is determined to be unreconcilable, or the normal reconciliation process would be inefficient or require an extended cycle time.  Many factors may contribute to the reasons for not having adequate documentation that would be necessary for a full reconciliation or why the normal reconciliation process would be inefficient.  Included, but not limited to, are:

· Multiple payment offices during the life of the contract
· Contract mergers or reorganizations
· Loss of key players - Government and Contractor
· Old contracts with missing/many modifications

Contracting Officer’s should identify all contracts that are likely candidates for negotiated settlement from the pool of contracts where the closeout procedures are complete except that final payment issues need to be resolved before closure can occur.   Contracting Officer’s should maintain documentation that identifies the contract is in the negotiated settlement process and keep a chronology of events as it moves through the process.  .
The Contracting Officer should review the obligated and un-liquidated obligations (ULO) balances at both the total contract level and at the ACRN level.  Negotiated settlement should be pursued only for those contracts where:

· Reflects positive un-liquidated obligations (ULOs) at both the total contract and ACRN levels.  
· Sufficient ULO exists at contract level to cover any unliquidated financing payments that have been made on the contract.  
· There are sufficient documented funds in the accounting systems to cover any anticipated settlement payment to the contractor that might be negotiated.  	

What to do when Negative ULOs (NULOs) exist

When the financial system reflects a positive ULO at the contract level but a NULO exist against one or more ACRN, the Contracting Officer should request that DFAS make the necessary adjustments to clear the NULO.  If DFAS can resolve the adverse conditions, then the contract can became a candidate for Negotiated Settlement.  DFAS will try to locate critical documents required to conduct the audit.   They will perform an extensive search for missing documentation required for the reconciliation.  When sufficient documentation cannot be located to support contract reconciliation, a contract will be designated as unreconcilable.

When the financial system reflects a negative unliquidated obligation (NULO) at the total contract level, the Contracting Officer must request that DFAS conduct disbursement reconciliation.  DFAS will try to locate critical documents required to conduct the audit.   They will perform an extensive search for missing documentation required for the reconciliation.  When sufficient documentation cannot be located to support contract reconciliation, a contract will be designated as unreconcilable.

If the balances are all positive ULO and the Accounting Station records have NULOs; the accounting station will be responsible for reconciling their records.

The Contracting Officer will notify DFAS that the contract closeout is being pursued under Negotiated Settlement.  This is to ensure that DFAS will not spend time trying to reconcile the contract.  

As with each of the alternate closeout methods, the Contracting Officer will need to perform an initial risk analysis and decide if this procedure is appropriate for a particular contractor.  Factors to consider include:

· Does using Negotiating Settlement support an orderly and economical process for closing this contract with little or no additional financial risk to the Government?  
· Can the Government be made whole at the total contract level although full contract reconciliation has not been accomplished at the ACRN level and there is uncertainty about the amount owed to the Government or the Contractor?

The steps in the procedure:

The Contracting Officer should accomplish the following:

· Agree that the amount owed (either the contractor or the government) is in question. 
· Make a decision to use negotiated settlement with the contractor and coordinate their decision with their accounting station personnel. 
· Identify who will be the Responsible Contract Reconciliation Agent (RCRA). 
· Register the contract in the Standardized Contract Reconciliation Tool (SCRT) and identify that the negotiated settlement process is being used.  This will ensure that another party will not start additional reconciliation efforts. 
· 
The Contracting Officer should conduct a meeting or conference with the responsible Government parties to include Resource Management Office, DFAS accounting station personnel, DCAA and any other party that will assist in negotiating a settlement or assume responsible for closing the official accounting records.

· The parties will develop a plan of action to ensure the process described below works efficiently. 
· The Contracting Officer will assess available government data and establish an initial government negotiating position for administrative closeout.
· As required, the Contracting Officer will initiate a DCAA or other audit to assist in establishing a final negotiating position based on the best available records, including contractor records. 
· The Contracting Officer should negotiate a settlement with the contractor. 
· The Contracting Officer might want to coordinate with DFAS prior to issuance of modification to verify that the contract can be adjusted and closed. 
· The Contracting Officer will issue a bilateral modification.  The final document should cite any payment amount due the contractor.  If there are funds still on the ULO line, the Contracting Officer will determine if the funds are “remaining funds” or “excess funds.  If the funds are “Remaining Funds”, the Contracting Officer will be annotated with a remark that the $XX (Amount of Funds) funds are remaining funds or if the funds are excess, the bilateral modification should administratively remove the excess funds.  The modification should also state the contract performance by the Contractor has been completed and accepted by the Government, and that all obligations of the Contractor under this contract have been satisfied.  The modification should also direct DFAS to close the contract. 

The Contracting Officer will distribute a copy of the modification to all parties.  

The Contracting Officer should document the contract file to include:
 
· The efforts made by the Contracting Officer’s Team to obtain the necessary closeout data
· The situations and/or factors affecting the Contracting Officer’s Team of the inability to obtain and/or complete the required steps of this procedure

The Contracting Officer must include a statement in the contract file which states, “To the best of my knowledge, the contract requirements have been fully satisfied, therefore it is my determination to proceed with a negotiated closeout
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