Contract Close-Out

Question from Paul Fauser: All, can some one help answer this question. What are the procedures/time frame for closing out contracts? Any help is greatly appreciated.

· Response from Opal-Dawn Martin: Contract close out is a part of contract administration and therefore has the same purpose: to “...ensure that contractors perform in accordance with the terms, conditions, and specifications of their contracts or purchase orders.” Like contract administration, the extent of the effort involved in contract close out varies widely with contract type and the type of product or service procured. Therefore, there is no single procedure that can be used for the full range of contract types and products procured. Essentially it is a review and documentation of the fulfillment of all contract requirements.

This task is quite simple with respect to a firm-fixed-price, off-the-shelf supply contract where the file contains documentation that the end product has been received, inspected and accepted and that full payment has been made. The process is more complex when large cost reimbursement contracts (e.g., research and development) containing progress payments, partial deliveries and many change orders are involved. Audit of the contractor’s overhead rates also lengthens the process. However, the end objective is the same; to determine if the contractor fulfilled all requirements of the contract and if the contracting agency fulfilled its obligations. 

There is no required time frame for contract close out. It is a matter of good office management. To prevent the buildup of many files in the procurement or program office, a regular timetable should be established to review and close out the files on all completed contracts (e.g. every six or twelve months). 

Note however, in a new ruling aimed at speeding contract closeout, contracting officers require a completion invoice or final voucher usually within 120 days after the settlement of final rates, or other time frame specified in the contract. Failure to provide timely invoices may result in a unilateral modification from the CO determining what the contractor is due on the contract.

· Response from Vivian Hill: In accordance with the Federal Acquisition Regulation, the following information is provided (FAR 4.804-1 and 4.804-4):

Files for contracts using simplified acquisition procedures should be considered closed when the contracting officer receives evidence of receipt of property and final payment, unless otherwise specified by agency regulations.

Files for firm-fixed-price 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.

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.

Files for all other contracts should be closed within 20 months of the month in which the contracting officer receives evidence of physical completion.

A contract file shall not be closed if the contract is in litigation or under appeal or, in the case of a termination, all termination actions have not been completed.

A contract is considered to be physically completed 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; and all option provisions, if any, have expired; or the Government has given the contractor a notice of complete contract termination. Facilities contracts and rental, use, and storage agreements are considered to be physically completed when the Government has given the contractor notice of complete contract termination, or the contract period has expired.

