Brown Bag Session 4 – Quick Closeout
Quick Closeout FAQ’s
1. Question 1:  Our office has a contractor who submitted three incurred cost proposals.  None of the proposals have been audited and the contractor would like to utilize quick closeout.  What are our options?
Answer 1:  The ACO should coordinate with the DCAA Auditor and determine if there are any objections to using quick closeout procedures as an option for settling the rates for the three years in question.  The method of decrement to be used should also be discussed.  If the auditor concurs, then the ACO should begin the process of identifying candidates for each of the unsettled years and working with the contractor to obtain historical data for three years of proposed/settled rates.  
2. Question 2:  Do unilateral rate determinations have to go before a Board of Review?
Answer 2:  The Contract Management Board of Review Instruction is in the process of being updated to state the ACO must obtain a board of review at the CMO level for situations where the ACO does not accept the DCAA Auditor’s unilateral rate recommendation for settling final overhead rates.  Also, the current Contract Management Board of Review Instruction states that a board of review, at the Operations level, is required for Contracting Officer determination (negotiation) of Final Overhead Rates when the amount of DCAA’s questioned cost that will not be sustained is > $10 Million (impact to Government contracts), or at the HQ level when the amount of DCAA’s questioned cost that will not be sustained is > $20 Million (impact to Government contracts).  ACO’s are reminded that quick closeout rate negotiation packages do not require Board of Review approval.
3. Question 3:  In reference to slide #15, if you have an audited proposal, why would you pursue quick closeout and not close the contract normally?  In other words, if the proposal has been audited, why use the deviation?
Answer 3:  If the ACO has an audit in hand and a final rate agreement has been fully executed, then the ACO should continue with the normal closeout process.  As stated during the presentation, under the deviation the ACO is permitted to waive the $1M threshold and 15% limitation.  This may cause the auditor to become concerned regarding the impact on the Government’s negotiation flexibility on the remaining unsettled contracts.  So, the deviation includes an audit requirement - forcing the ACO to coordinate with DCAA before moving forward with the deviation process.  However, the deviation is beneficial when the ACO waives the audit requirement, in consultation with DCAA, as it allows many more contracts to be added to the quick closeout list.    
4. Question 4:  How should we handle small contractors who have never had settled rates – no audit has ever been performed on the contractors indirect costs?
Answer 4:  Since quick closeout is a negotiation process, you must have a contractor who is willing to negotiate and you must have a basis for establishing quick closeout rates.  Normally, the basis is historically settled rates.  In this instance, assuming that the contractor has not submitted a certified indirect cost proposal, the ACO may want to consider pursuing a unilateral rate determination instead of quick closeout.  Remember, the ACO must coordinate with the auditor before pursuing quick closeout or unilateral rate determination.  More than likely DCAA will recommend a 20% decrement of the contractor’s provisional billing rates for the current year.
5. Question 5: Our local DCAA office has pushed incurred cost audits off their priority list for the conceivable future.  Would you interpret the fact that DCAA is not performing audits as a compelling reason for pursuing quick closeout using the DCMA deviation?
Answer 5:  Lack of audit resources or audit focus on other priorities would definitely be some compelling reasons for pursuing quick closeout procedures.  Other reasons may include funds at risk of canceling, contracts that have been overage for a length of time, or historically, DCAA has questioned insignificant amounts of the contractor’s claimed costs or haven’t found the costs to be unallowable.  Remember, the ACO must coordinate with the auditor before moving forward with quick closeout.
6. Question 6:  Using the Decrement Factor Method, what is the calculation is used to arrive at the decrement factor?  

Answer 6:  Reference slide #24, the proposed rate is multiplied by the average factor to arrive at the decrement factor.  (proposed rate)(average rate)=decrement factor

7. Question 7:  Is there any way to post the spreadsheet used in the training so that everyone can use it?  
Answer 7:  AQ expects to publish Quick Closeout Desktop Procedures that would include the spreadsheets used in the training.  
8. Question 8: Slide #31 refers to the Contract Audit Closing Statement and DCAA is no longer “auditing” final vouchers.
Answer 8:  Correction has been made to slide #31.  It now refers to “DCAA evaluation” of final vouchers.
9. Question 9:  Do we have to use the decrement factor method from the last three years of negotiated rates – considering the following scenario?  The last three years of settled rates were for 2000, 2001 and 2002.  The rates from 2000 are not relevant because the contractor changed its rate structure in 2001.  An audit has been completed for 2003-2005 but rates have not been settled.  In addition, DCAA hardly questioned any costs for 2001 and 2002 – but they have questioned much more costs for 2003-2005.  Instead of using three years of history from the “negotiated” rates, we would like to decrement rates using three years of data from “completed audits”.  
Answer 9:  Prior to pursuing quick closeout, the ACO should consider the contractor’s history.  Ask questions such as, “Has the contractors final indirect cost rates been somewhat consistent – not great fluctuations from year to year or from proposed to settled rates?”, “Does the contractor have adequate business systems?”, and “Are there significant cost issues that DCAA has brought to your attention?”.  Also, the ACO should coordinate with DCAA regarding the method of decrement.  Considering the information in the above scenario, it doesn’t appear that the contractor is a candidate for using quick closeout procedures.  However, the ACO is encouraged to discuss alternate methods of decrementing rates with the DCAA auditor.
10. Question 10:  Reference slide #33, what are some compelling reasons that may exist and allow the ACO to waive the audit requirement in the DCMA quick closeout deviation?
Answer 10:  Compelling reasons for waiving an audit include funds that are at risk of canceling, contactor’s historical final indirect cost rates have been fairly consistent, the auditor doesn’t have resources available to complete timely audit or other audit priorities are taking precedence over indirect cost proposal audits.  These are some valid examples, but the ACO must remember to coordinate with the auditor prior to waiving the audit requirement.
11. Question 11:  How often can the ACO establish a list of quick closeout candidates for a fiscal year?
Answer 11:  Normally, the ACO would perform quick closeout one time per completed fiscal year.  When the ACO creates an initial list of quick closeout candidates, they would be aware of ALL contracts meeting quick closeout criteria.  So, there would be no need to establish several lists for a single fiscal year.
12. Question 12:  This question is regarding the use of quick closeout for subcontractors.  There doesn’t appear to be any guidance regarding the prime contractor using the quick closeout process for their subcontractors.  What role should DCMA, as the administrator of the prime contracts, play in the process?  What should a prime contractor do if they want to use quick closeout procedures for their subcontracts?  
Answer 12:  Since there is not privity of contract between the ACO and the prime contractor’s subcontractors, DCMA’s role is limited to encouraging the prime contractor to use quick closeout, should they desire to do so.  
13. Question 13: Many times DCAA has indicated that they are not able to perform an evaluation of the final voucher, due to other priorities or lack of audit resources.  In addition, a CACWS has not been prepared.  What are the ACO’s options for obtaining an evaluation of the final voucher?  Would it be okay to use the local CMO price analysts – especially when DFARS 242.803(b) states that the auditor is the authorized representative for final vouchers?
Answer 13:  First, DFARS 242.803(b)(ii)(A) states that the ACO approves all final vouchers – not the auditor.  The auditor is the authorized representative for approving interim vouchers for provisional payment.  Regarding the use of CMO price analysts to evaluate final vouchers, DCMA HQ will discuss this issue with DCAA HQ.  In the meantime, ACO’s should remind Auditor’s that overage contracts should be considered a priority under their Priority Overhead Audits Initiative.
14. Question 14: When the DACO notes outstanding CAS issues, should the ACO pursue quick closeout procedures? 
Answer 14:  The ACO needs to communicate with the DACO on the specific CAS issues.  If using quick closeout will hinder or restrict the DACO’s flexibility in negotiation a settlement of the CAS issue, then quick closeout procedures should not be used.
15. Question 15: If rates are negotiated in the contract for time and material type contracts, can the ACO request the CMO price analyst verify/review the costs for final closeout purposes?
Answer 15:  DCMA HQ will discuss this issue with DCAA HQ.  In the meantime, ACO’s should remind Auditor’s that overage contracts should be considered a priority under their Priority Overhead Audits Initiative.
16. Question 16:  I have concerns regarding direct costs – what resources will be available to address this very important aspect of a final voucher?
Answer 16:  When using quick closeout procedures, no resources are required to review direct costs at the time the final voucher is evaluated.  If DCAA has concerns regarding direct costs, they will voice those concerns to the ACO at time an initial list of candidates is being prepared.    
17. Question 17:  Can quick closeout procedures be used to negotiate rates for multiple fiscal years?  For example, 2005 is the last settled year and I am awaiting rates for 2006-2009.
Answer 17:  While the quick closeout training provided an example of settling rates for a single fiscal year, the ACO may negotiate quick closeout rates for multiple years – as long as the contracts meet the FAR quick closeout criteria or requirements of the DCMA quick closeout deviation.  We recommend the ACO work very closely with DCAA regarding the method of decrement and to obtain/resolve any concerns the auditor may have with negotiating rates for multiple years.
18. Question 18:  In reference to the decrement percentage method, is it correct to multiply a percentage times a percentage?

Answer 18:  After review the features of MS-Excel, it appears that Excel is making the conversion from percentage to decimal for the calculation under the Decrement Percentage Method.  Since the specific cell is formatted as a percentage, it is not necessary to multiply times 100 in order to obtain the decremented Rate Objective.  However, if you did this calculation on a calculator, you would have to multiply the Average Decrement Percentage times 100 before multiplying it times the proposed rate.  Changing the format will prevent the Rate Objective from displaying as a percentage.  We encourage ACO’s to use the spreadsheet template and therefore have not changed the format.  However, a triple asterisk as been added in the note to the Comment for Rate Objective to explain what Excel is doing.  

By contrast, the formula for calculating the Decrement Factor under the Decrement Factor Method requires multiplication times 100 because the cell where the calculation is made is formatted as a number.  In this case, Excel will not make the conversion unless the formula includes multiplication times 100.	
