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	General:  Is Quick Closeout an option for establishing final overhead rates for your contractor?  
· The answer is yes if your contractor and contracts targeted for Quick Closeout qualify under either the Normal Quick Closeout criteria in FAR 42.708 or the Quick Closeout Class Deviation approved by the Director of DCMA (which is summarized in the Quick Closeout chapter of the Contract Closeout Guidebook)
	References:
FAR 42.708;
DCMA Inst. on Contract Closeout; DCMA Contract Closeout Guidebook;
DCAA Contract Audit Manual (CAM)

	· Normal Quick Closeout:  FAR Quick Closeout Procedure:
a. Applies to specific physically complete contracts (not all)
b. Unsettled indirect cost allocated to each contract is “relatively insignificant”
c. “Insignificant” means no more than $1 million per contract
d. Cumulative unsettled costs for Quick Close contracts do not exceed 15% of total unsettled indirect costs allocable to cost contracts for that fiscal year
e. Parties can agree on a reasonable estimate of allocable dollars
f. Rates are final for contracts included in Quick Close settlement
g. Quick Close rates not considered a binding precedent on Final Incurred Cost Negotiations

	FAR 42.708

	· Quick Closeout Class Deviation:  Class Deviation last approved by Director of DCMA on 10 October 2009 and effective until 30 September 2011:
a. Contractor has submitted final certified indirect rate cost proposal for each contractor fiscal year included
b. Contractor proposal has been audited by DCAA (but see exception below)
c. Deviation applies to Cost Reimbursement (CR), Fixed-Price Incentive (FPI), Fixed-Price Redeterminable (FPR), and Time-and-Materials (T&M) contracts
d. ACOs must either use DCAA-recommended rates or negotiate rates with the contractor
e. Ensure Quick Close contracts under this Deviation do not impact ACO’s negotiation flexibility on remaining contracts (i.e., significant indirect dollars not included in Quick Close settlement)
f. Quick Close negotiation not considered to set a precedent when negotiating final indirect cost rates for other contracts
g. Don’t use this Deviation if there are significant open cost issues such as Cost Accounting Standards (CAS) non-compliances or issues in litigation
h. ACOs must document a risk assessment that addresses contractor’s accounting, estimating, and purchasing systems and any DCAA concerns before using this Deviation to exceed 15% restriction in FAR 42.708
i. Exception to Audit Requirement:  ACO may waive the audit requirement when compelling reasons exist.  Compelling reasons may include canceling funds and contractor’s historical final indirect cost rates have been fairly consistent.  ACO must consult with DCAA before deciding to waive the audit (document the compelling reasons and the discussion with DCAA).

	DCMA Quick Closeout Class Deviation Letter (linked to DCMA Instruction on Final Overhead Rates);
DCMA Contract Closeout Guidebook

	Step One – Identify Candidates:  Which contracts should I include in the Quick Close settlement?
· Include the “Trivial Many” contracts and exclude the “Significant Few”
· Include smaller CR, FPI, FPR, and T&M contracts
· Include all contracts with canceling funds except for ones with large unsettled indirect costs for the fiscal year in question and that may impact the Government’s negotiation flexibility on the contracts not included in the Quick Closeout Agreement
· T&M contracts where only G&A must be settled are excellent candidates for inclusion
· Discuss possible candidates with DCAA, the contractor, and significant customers concerned about closing contracts

	DCMA Contract Closeout Guidebook

	Step Two – Coordinate:  How do I start preparing to negotiate a Quick Close settlement?
· Ask DCAA if there is any reason not to negotiate Quick Close rates (e.g., concern about the contractor’s final incurred cost claim or accounting, estimating, and purchasing systems)
· Coordinate with any CACO or higher-level DACO who negotiates corporate or division costs that flow down to the contracts targeted for closeout.  Send list of candidate contracts to CACO or DACO.  Will negotiating Quick Close rates for these contracts unduly restrict the CACO’s or DACO’s flexibility in negotiating settlements on corporate or division flow-down costs (especially on those negotiated under the Class Deviation)?
· Ask contractor if they are willing to negotiate Quick Close rates
· Inform PCO, as necessary, that quick closeout procedures are being used for specific candidates

	DCMA Contract Closeout Guidebook

	Step Three – Obtain Information:  How do I start preparing to negotiate a Quick Close settlement?
· Send letter to contractor (including the list of contracts proposed for Quick Close) requesting the following info:
a.  Certified proposed indirect cost rates for the three years preceding the fiscal year for which you are pursuing Quick Close rates
b. Settled indirect cost rates for three years preceding the fiscal year being considered for Quick Close
c. The calculated variance factor between the proposed and settled rates
d. Certified proposed indirect rates for the fiscal year to be negotiated
e. Contract status for each contract identified for Quick Close

	DCMA Contract Closeout Guidebook

	Step Four – Analyze Information:  How should I analyze the contractor’s Quick Close proposal?
· Follow the example in the Quick Closeout chapter of the Contract Closeout Guidebook
a.  Create a table to compare the proposed and final rates for each of the three years preceding the year identified for Quick Close and include the proposed rates for the Quick Close year.  Were there reductions between the proposed and final rates?
b. Calculate a rate decrement one of two ways:
1. By use of a factor (the rate reduction (or increase) divided by the proposed rate and expressed as a decimal):  Average the factor for the three preceding years and multiply it times the proposed Quick Close rate to determine the decrement factor.  Subtract the decrement factor from the proposed rate to calculate the ACO’s rate position.
2. By use of a percentage (the final rate divided by the proposed rate and expressed as a percentage):  Average the percentage for the three preceding years and multiply it times the proposed rate to calculate the ACO’s rate position.
c. Consider alternate rate sources (see DCAA CAM 7640.1, paragraph 6-1010(e)):
1. Final indirect cost rates agreed upon for the immediately preceding fiscal year
2. Estimated rates for the final fiscal year of contract performance based on the contractor’s actual data adjusted for any historical disallowance found in prior years’ certified final incurred cost proposals
d. Request comments from the DCAA auditor on the ACO’s rate position.  Does the auditor have any concerns about the contracts proposed for inclusion in the Quick Close settlement or about the criteria used in developing the ACO’s negotiation position?

	DCMA Contract Closeout Guidebook;
DCAA CAM 

	Step Five – Negotiate Quick Closeout Rates:  How should I negotiate and document negotiation of Quick Close rates with the contractor?
· Comply with the directions in Section 4 of the DCMA Instruction on Final Overhead Rates, but tailored to fit the specific requirements of Quick Closeout
a. Paragraph 4.1 provides direction on developing and obtaining Contracts Director approval for the Pre-Negotiation Objective (PNO)
b. Conduct negotiations to meet the requirements of FAR 42.708 and the DCMA Quick Closeout Class Deviation, if applicable
c. Paragraph 4.3 provides direction on preparing the Post-Negotiation Memorandum (PNM) to meet the requirements of FAR 42.705-1(b)(5), which must be tailored for Quick Closeout
1.  If there is an audit, address audit recommendations, including penalties and interest applicable to the list of contracts included in the Quick Closeout Agreement (consult with Legal if you need help)
2. If there is no audit, then there will generally be no basis for assessing penalties and interest
3. Identify cost or pricing data relied upon in reaching a settlement
4. Address and reconcile all findings and recommendations made by DCAA or DCMA Specialists (e.g., an audit report, if any, or a pricing report)
5. Paragraph 4.3.3 requires Contracts Director approval of the PNM 

	DCMA Contract Closeout Guidebook;
DCMA Inst. on Final Overhead Rates;
FAR 42.708;
FAR 42.705-1(b)(5)

	Step Six – Prepare Quick Closeout Agreement:  How should I prepare the Quick Closeout Agreement?
· Tailor the Quick Closeout Agreement in the Contract Closeout Guidebook to fit your situation and attach the list of Quick Closeout contracts
· Paragraph 4.3.3 of the DCMA Instruction on Final Overhead Rates requires Contracts Director approval of the agreement (in this case, the Quick Closeout Agreement)
· Both the ACO and contractor sign the Quick Closeout Agreement (make sure the list of contracts included in the Quick Closeout Agreement is attached to the agreement – this is essential!)

	DCMA Contract Closeout Guidebook;
DCMA Inst. on Final Overhead Rates

	Step Seven – Process Final Vouchers:  What actions do I need to take after executing the Quick Closeout Agreement?
· Ensure that the contractor submits a final voucher on the affected contracts within 30 days of executing the Quick Closeout Agreement
· Request DCAA to review the final voucher and issue a memorandum upon completion in accordance with Audit Guidance issued on August 3, 2009
· The purpose of the DCAA memo is to determine the costs and fee (or profit) payable for closing cost reimbursement, labor hour, T&M, and FPI contracts/subcontracts
· The DCAA CAM also allows the auditor (or the contractor, with review by the auditor) to prepare a Cumulative Allowable Cost Worksheet (CACWS) in lieu of a DCAA evaluation and memo to summarize cumulative allowable contractor costs for each open flexibly priced contract through the last contractor fiscal year for which indirect rates have been settled

	DCMA Contract Closeout Guidebook;
DCAA Audit Guidance dated August 3, 2009;
DCAA CAM
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