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CHAPTER 6– CONTRACT CLOSE OUT 
6.1 Introduction.  This section furnishes information and procedures for construction contract close out. See MILCON Project Closeout Enterprise Business Process . The procedures can be substantially followed for other programs.
6.2 Red Zone Meeting (Required for MILCON)
a. The Project Manager (PM) and Resident Engineer (RE) shall coordinate with Contractors, DPW/BCE, end-users, and other participants to schedule the Initial Red Zone Meeting (IRZM). The IRZM is to be conducted at approximately 80% completion, but not less than 60 days prior to the scheduled Beneficial Occupancy Date (BOD). 
PM and RE jointly conduct IRZM. Discussions during the IRZM are critical in the effort to mitigate possible delays during the project closeout process. Discussions at the IRZM shall include all known construction and fiscal issues to be addressed before BOD.
b. The RE evaluates the actual status of the construction project, status of the items included in the Initial Red Zone Meeting Checklist and any lessons learned to develop a project specific checklist of items/issues to discuss at the IRZM.
The RE prepares in RMS (Resident Management System) the property data (e.g. category codes, no costs) on the Interim DD Form 1354 to be discussed with the Real Property Accountable Officer (RPAO) during the IRZM for acceptability.
The RE is responsible for leading discussion on construction related matters, such as scheduling, entering the date of the meeting into RMS. etc.

c. The PM initiates interim fiscal review no less than 14 days prior to the scheduled IRZM. In most cases the PM will coordinate with the Program Analyst (PA) assigned to the project team to develop a financial summary of the project. The PM is responsible for leading discussion on financial and overall project matters.
d. The Contractor shall bring as-built drawings commensurate with progress of completed construction.

e. The DPW/BCE and end-user shall be prepared to discuss any requested modifications that have been approved from their respective Commands. This will assure that proper funding is set aside for such requirements. These approved modifications will be made a part of the IRZM minutes. Furthermore, the DPW/BCE and end-user shall discuss any specialty equipment required prior to occupying the facility.



f. See MILCON Project Closeout Enterprise Business Process 
Appendix 7 for Initial Red Zone Meeting Sample Invitation, Appendix 8 for Initial Red Zone Meeting Participant Responsibilities, and Appendix 9 for Initial Red Zone Meeting Checklist.
6.3 Transfer and Acceptance of Construction.  Procedures for transfer and acceptance of Military Real Property and other Construction to the Using Agency (DD FORM 1354/LETTER/MEMO).
References 

ER-5-7-1

          ER 415-345-13 


UFC 1-300-08
AR 420-17

ER 415-345-38


ER 37-345-10

AR 415-28


MILCON Project Closeout Enterprise Business Process
Area/Resident Office and Project Manager will be responsible for preparing all appropriate documents required to transfer construction to the Using Agency.  For all Construction-In-Progress (CIP) Projects and Non-CIP projects, the appropriate district element will analyze final cost data for completeness and forward final cost data to Construction field office.  PM will lead a team effort to resolve any discrepancies in funding. Each district will track the status of construction contracts that are not financially closed and turned over to the using agency on a regular basis.
a. Projects that require a DD Form 1354, “Transfer and Acceptance of Military Real Property.” 
(1) Draft DD 1354 will be provided to the Area/Resident Office by appropriate district element for all acquisitions. On Design-Build projects, the Area/Resident Office is responsible for obtaining the draft DD 1354 with the 95% design submittal. 
(2) The Area/Resident Office will prepare an Interim DD 1354 

based on the draft, and the best available (Design and CWE) cost at the time of preparation.

(3) Interim DD 1354 including deficiency list shall be handed to the Using Agency Representative for review at Joint/Final Inspection.  Beneficial occupancy should not be allowed until Using Agency receipt acknowledgement of memo (See Exhibit 6A) transmitting the DD 1354. Send a copy of receipt acknowledgement memo and Interim DD 1354 to the appropriate district element and file the original. The customer should sign and return the DD 1354 within 10 workdays.
(4) Upon receipt of the signed Interim DD 1354 from the Using Agency, the Area/Resident Office will send a copy to the appropriate district element and file the original. 
(5) The Area/Resident Office will update the RMS Database with 
Beneficial Occupancy Date –Actual, Construction Completion Date – Actual (Acceptance Date), Interim DD 1354 Date (Transfer Document Date in RMS) and other appropriate closeout dates and remarks. Do not remove any contract from RMS unless given specific guidance.
          (6) District will start transfer of CIP if appropriate upon receipt of Interim DD 1354. PM will lead a team effort to resolve any discrepancies in funding.

(7) When the final costs data is gathered, Program Analyst prepares the final DD 1354 which will include the following statement:  “The above construction line items include $xxx,xxx.xx in design cost which have been prorated to the construction line items.”  The S&A Costs and P&D Costs will be added to the DD 1354.  In RMS when this data is entered in Block 28, it will automatically be prorated to all line items.
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(8) Project Manager signs and furnishes the Final DD 1354 to the Using Agency within 14 days of receipt of final project costs.  It is not necessary for the Project Manager to obtain a signed copy of the Final DD 1354; however, a receipt acknowledged signature by the Using Agency (or transfer letter or memo) is required and must be kept on file.  If necessary, send Final DD 1354 by Federal Express to the using agency for Receipt Acknowledgement. 

(9) The Area/Resident Office will update the RMS Database with  Construction Completion Date – Actual (Acceptance Date), Physical Completion – Actual,  and other appropriate closeout dates and remarks.  All dates must be entered at this point

b.  Projects that DO NOT require a DD Form 1354:
(1) The Area/Resident Office will prepare a letter/memo to Using Agency transferring construction to the Using Agency.  A receipt acknowledged signature by Using Agency is required on COE copy of letter/memo and should be placed in file.  See Exhibit 6B for sample memos.
(2) A signed copy of the receipt acknowledged letter/memo should be sent to the appropriate district element.

(3) The Area/Resident Office will update the RMS Database with Transfer Document Date – Actual, Construction Completion Date – Actual (Acceptance Date), Physical Completion – Actual, Fiscal Completion – Actual, and other appropriate closeout dates and remarks.  

(4) Do not remove any contract from RMS unless given specific guidance.
c.  Closeout Tracking

(1) Each district will track the status of construction contracts that are not financially closed and turned over to the using agency on a regular basis by using RMS.

(2) As indicated in ER 415-345-13, the goal is to financially closeout all CONUS construction projects within 6 months of contract acceptance and all OCONUS projects within 12 months.  Financial completion of a project occurs when all obligations have been liquidated, all accounts receivable have been collected, and excess funds have been returned – i.e. costs and current working estimate (CWE) are equal.
           (3) As indicated in USACE Consolidated Command Guidance , MP10 – Project Financial Closeout, the goal is to financially closeout all CONUS construction projects within 12 months of latest BOD and all OCONUS projects within 15 months. (This is what we are rated on).
6.4  Architect Engineer Performance Evaluation (ACASS)  
Reference

    ER 715-1-17                EFARS 36.604
    FAR 36.604
     DFARS 236.604      PARC Instruction 95-10 
    ER 715-1-10
     FAR 36.608
            EP 715-1-7
    MILCON Project Closeout Enterprise Business Process    
All A-E task orders exceeding $25,000 require a performance rating.  . A sample of the DD2631 is included as Exhibit 6C. The Chief of EN Division is the reviewing official on all A-E ratings.  A-E ratings are entered into the Modernized ACASS. Additional information and user manual can be found at Contractor Performance Assessment Reporting System CPARS. Construction Division is responsible for initiating A-E evaluations in two cases: 
a. Case 1.  A-E Services for Construction Management Support to Construction Division. The Area/Resident Engineer, as applicable, is responsible for initiating the A-E evaluation process for A-E services in support of the Construction Division.  The Area/Resident Engineer, as applicable, whenever the services are substantially completed, will begin completing DD 2631. Primary data elements are: Block 16.a. (DESIGN/SERVICES) and Block 17.  The Rating Official will then prepare the OVERALL RATING in Block 12 and sign Block 14.b. and date Block 14.c. 
b. Case 2.  Evaluation of an A-E’s design after construction.  The Area/Resident Engineer, as applicable, is responsible for initiating the A-E evaluation process for rating A-E designs and performance after the construction of the project is completed. Rating period will be between construction contact award and final payment on AE Contract. The Area/Resident Engineer shall prepare DD 2631 within 60 days of Beneficial Occupancy Date. The Area/Resident Engineer will then input the rating data on Block 16.a. (CONSTRUCTION) and Block 19.  The Rating Official will prepare the OVERALL RATING in Block 12 and sign Block 14.b. and date Block 14.c.  


c. Assignment of Overall Rating. The overall rating is based on the ratings in the discipline and attributes matrices.  While this is a matter of judgment, general guidance is given below to promote uniformity.



(1)  “Exceptional” All or almost all of the significant disciplines and attributes are rated “exceptional”.  No discipline or attribute should be “marginal or “unsatisfactory”.



(2)  “Very Good” A majority of the significant disciplines and attributes are rated “exceptional” or “very good”. No significant discipline or attribute should be “marginal or “unsatisfactory”.



(3)  “Satisfactory” No significant discipline or attribute should be  “unsatisfactory”.  Quality of final work is acceptable in an overall sense; however, it may have been necessary to get the firm to correct some unacceptable work.



(4)  “Marginal” One or two significant disciplines or attributes are rated “unsatisfactory”, or all or almost all disciplines or attributes are rated “marginal”.  An unusual amount of extra effort and follow-up on the part of the Government was required in order to get an acceptable product.



(5)  “Unsatisfactory” Several significant disciplines and attributes are rated “unsatisfactory”.  This rating is appropriate for a firm that does not produce acceptable work despite extensive effort by the Government.  This rating is required for all contracts terminated for default.

For any Overall Rating of “Marginal” or “Unsatisfactory” extensive documentation is required and the rating process shall follow the steps specified in paragraph 6-10, Chapter 6, EP 715-1-7. 

        d. Construction Division Field Office will ensure that Construction Complete – Actual (Date Facility is Accepted), and the AE Evaluation Date - Actual, are entered in RMS.
6.5   Contractor Performance Evaluation (CCASS).  
Reference

     FAR 9.406-2
      FAR 36.201
          EFAR 36.201
     DFARS 236.201 
      ER 15-1-29              PARC Instruction 95-10
     ER 415-1-17
   ER 1180-1-6

MILCON Project Closeout Enterprise Business Process
The Construction Division Field Office will be responsible for completion of Final Evaluations, DD2626, within 60 days of Construction Completion Date – Actual (Date Facility Accepted), or at the time of contract termination. A sample of the DD2626 is included as Exhibit 6D.  Exhibit 6E has CCASS Workflow Instructions and Exhibit 6F has Contractor CCASS Information. Contracting Officer has the responsibility to sign/approve as Reviewing Official, MARGINAL, UNSATISFACTORY AND OUTSTANDING evaluations.  The Area Engineer or his assistant may sign ABOVE AVERAGE and SATISFACTORY evaluations as Reviewing Official.  New CCASS will be used. (See CCASS Policy Manual at http://www.cpars.csd.disa.mil/ for detailed instructions.)
        a. INTERIM Evaluations:



(1) An interim performance evaluation must be initiated when a contractor's performance is unsatisfactory on one or more elements for a period of three months or longer, or when circumstances dictate as noted in paragraph a(3) below. When unsatisfactory performance is noted, the contractor will be called into a conference to discuss problem areas and their resolution. A Memorandum for Record (MFR) of the meeting will be prepared. The contractor will be advised that performance must improve within 30 days or within a reasonable period. During this period, the ACO/COR will closely monitor problem areas. If no material improvement is noted, an interim unsatisfactory performance evaluation will be prepared in RMS and sent to CCASS.  The Assessing Official (AO) will review it in CCASS then send it to the contractor. The notification in CCASS for the Contractor to respond will serve as notification of intent to issue an interim unsatisfactory performance rating. The interim evaluation will address specific performance areas as discussed at previous meetings and provide justification in the Remarks portion for which the interim unsatisfactory rating is based. (NOTE: The Contracting Officer should be kept personally aware of the status of the contract.)  It is mandatory that the contractor be given the opportunity to meet with the KO prior to issuance of the unsatisfactory rating. The KO serves as the Reviewing Official (RO) whom controls issuing the interim unsatisfactory performance evaluation. 



(2) While ER 415-1-17 provides for “at least 14 days” for comment, the contractor will be allowed 30 days to respond in CCASS. After receipt of contractor comments or end of comment period, the Area/Resident Engineer (Assessing Official) shall forward the evaluation in CCASS to the Contracting Officer (Reviewing Official) for signature. Once signed by the RO, the evaluation is transferred into the Past Performance Information Retrieval System (PPIRS).



(3) As stated in paragraph a(1) above, the normal time frame for initiation of an interim unsatisfactory performance evaluation usually occurs after three months of unsatisfactory performance. However, in circumstances involving a critical feature of the work that the contractor must perform satisfactorily and does not, or if the project is of a short duration, an unsatisfactory rating for poor performance may be issued without waiting for the end of the three month evaluation period.


(4) Interim unsatisfactory ratings alert contractors of their shortcomings and serve as a valuable tool in energizing them to improve their performance, correct deficiencies, and avoid a final unsatisfactory rating. After the issuance of an interim unsatisfactory rating, the ACO/COR must continue to monitor the contractor's performance, and to document performance improvement, or vice versa, as the case may be. Documents should be in the form of memoranda of meetings, "cure" letters to the contractor, quality assurance reports, photographs, etc. The ACO/COR will re-evaluate the interim unsatisfactory rating every three months until the contract is complete.  The re-evaluation should include the reasons why it is in the Government's best interests to allow the contractor to continue performance of the contract. A new evaluation is not required if the unsatisfactory performance continues for additional periods, although the files should continue to be fully documented. However, should the contractor's performance, on any performance evaluation element change, a new interim evaluation will be processed.  It is important that the new interim evaluation include previously rated areas that have not changed along with the changed areas of performance as this new record will overwrite the previous interim in PPIRS.


   b. Final OUTSTANDING, MARGINAL and UNSATISFACTORY Evaluations:



(1) The Construction Division Field Office shall prepare the performance evaluation in RMS and send it to CCASS.  The Assessing Official (AO) will review it in CCASS then forward it to the contractor for comment. After receipt of contractor comments or end of comment period, the Area/Resident Engineer (Assessing Official) shall forward the evaluation in CCASS to the Contracting Officer (Reviewing Official) for signature. Once signed by the RO, the evaluation is transferred into PPIRS. As indicated in ER 415-1-17, the Office of Counsel should be involved in preparing and reviewing necessary documentation for final unsatisfactory ratings.


(2)  A copy of the evaluation as generated in CCASS must be printed for the official contract file.  (NOTE: If there was a change made to the original evaluation by the AO after receipt of the Contractor’s comments, you must print out both the “original” and revised versions from CCASS.)
     c. Final ABOVE AVERAGE and SATISFACTORY Evaluations:



(1) The Construction Division Field Office shall prepare the performance evaluation in RMS and send it to CCASS.  The Assessing Official (AO) will review it in CCASS then forward it to the contractor for comment. After receipt of contractor comments or end of comment period, the Resident Engineer (Assessing Official) shall forward the evaluation in CCASS to the Area Engineer or Chief Construction (Reviewing Official) for signature. Once signed by the RO, the evaluation is transferred into PPIRS.  


(2)  A copy of the evaluation as generated in CCASS must be printed for the official contract file.  (NOTE: If there was a change made to the original evaluation by the AO after receipt of the Contractor’s comments, you must print out both the “original” and revised versions from CCASS.)

6.6  Administrative/Unilateral Fiscal Closeout.  Occasionally, it may be necessary to close out a contract administratively. An administrative closeout may be required when the construction contractors that do NOT submit a release of claims package and are unavailable, inaccessible, or unresponsive to the Governments attempts to contact. If an administrative closeout is required, see Process 28: ACO Administers Special Contract Closeout in MILCON Project Closeout Enterprise Business Process
.
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