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						Unit 7:  Contract Administration









�OVERVIEW



The purpose of this unit is to introduce the students to the procedures and requirements the Project Officer must understand in order to administer contracts for goods and/or services effectively.



CONTENTS
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Summary and Transition




APPROXIMATE TIME



	30 minutes



MATERIALS



Visuals 7.1 through 7.5

Contract Administration Exercise (one copy for each student)



�

�INSPECTION AND ACCEPTANCE������Tell the students that the inspection and acceptance process begins after the goods/equipment and/or services have been ordered and received.



Explain that inspection occurs at the time goods/equipment or services are delivered.  The receiving official is responsible for the receipt, inspection, and acceptance of all goods/equipment, is appointed by the Chief of Logistics in the DFO, and is usually someone in the Logistics Section.�����Visual 7.1
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���

�Show Visual 7.1 and present the following information:���Once the Logistics Section verifies receipt of the goods/equipment, the Project Officer is notified that the order has been received.



The receiving report is used to document the receipt and acceptance of goods/equipment or services.  Processing of all receipts, including those for partial deliveries, is to be done within 2 workdays if there is a shipping document, and within 5 workdays from the time they were received if there is no shipping document.  Goods/equipment or services must be accepted within 7 calendar days.

���

�INSPECTION AND ACCEPTANCE (Continued)������A variety of forms may be used as a receiving report depending on the acquisition situation.  Receiving report forms may be the Receiving Report form, which is preferred; obligating document (i.e., purchase order); a delivery ticket; a sales receipt; or an invoice.  All forms must include the required information and be signed and dated.  Service contract receiving reports may consist of a certification of the submitted invoice.

���The receiving report is to state clearly “receipt and acceptance” of the goods/equipment or “certification” that the service was rendered in accordance with the terms and specifications of the order.  The Project Officer may be required to certify the receipt of services.

��Visual 7.2
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���

�Show Visual 7.2.



Explain that when the Project Officer certifies receipt of goods/ equipment or service, he/she is to:



Sign and date the receiving report as specified.

Write the amount approved for payment on the receiving report, if against a BPA.

Note full or partial delivery of goods or services.

Note a valid cost account code, purchase order, contract, BPA, etc.

Send the certified receiving report to the Finance Section at the DFO within 24 hours following acceptance of goods/equipment or services.������

�INSPECTION AND ACCEPTANCE (Continued)

��� EMBED Word.Picture.6  ���

�Instructor Note:  At this point, examples of both goods and services provided and appropriate inspection characteristics should be mentioned.  For example, goods should be inspected within 7 days, but services should be monitored regularly.  It is not appropriate to begin monitoring services in the 89th day of a 90-day contract.  The Project Officer should inspect at appropriate intervals (daily or weekly, for example) to ensure that the services are appropriate and, if they are not, to give the contractor the opportunity to make corrections early on in the contract period.�����Visual 7.3
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���Show Visual 7.3.  Explain that the Project Officer must continuously monitor and evaluate the progress of the contractor in providing the services in accordance with the award document.  (For more elaborate projects, such as the painting of a large building, the contractor may have a work plan that describes what actions will be completed in what timeframes.)  ������Explain that the review and approval of invoices is a Project Officer responsibility.  Invoice approval is the basis for payment to the contractor, and will be discussed later in this unit.���

�INSPECTION AND ACCEPTANCE (Continued)

���Explain that technical guidance is provided by the Project Officer to both the contractor and the Contracting Officer as the services are provided.  The Project Officer ensures that the contractor is providing the services in accordance with the award document, but also in such a manner as to meet the requirement.  Where this is not the case, the Project Officer can request the Contracting Officer to modify the contract.������Explain that a close team relationship should exist between the Project Officer and the Contracting Officer to ensure prompt notification of changes or problems.������Stress, however, that an appropriate arms-length relationship should be maintained between the Project Officer and the contractor.  Project Officer/contractor discussions may inadvertently cause changes to the contract.  Any modifications must be clearly done in writing by the Contracting Officer with the contractor, not by the Project Officer.������

�PAYMENTS�����Visual 7.4
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���

�Show Visual 7.5.  Explain that invoice processing is a responsibility of the Project Officer.  

���Invoices (bills) for services or goods provided will be prepared by the contractor or vendor and forwarded through the “system” to the Project Officer. 

���The “system” or process for handling invoices will be outlined in the award document.  Typically, an invoice might go first to the Disaster Finance Office, then to the DFO Finance Office, then to the Project Officer.

���An invoice format is determined by the contractor or vendor. 

���The Project Officer should, however, ensure that the information on the invoice, regardless of format, is correct—that the invoice accurately describes the goods or services provided, and includes accurate dates, descriptions, and dollar amounts. 

���The invoice should include name, date, 21-character fund code, contract number, invoice number, and source.

���Invoices that are incorrect for any reason should be returned through the same routing system in which they were originally processed.  The contractor should then make the appropriate changes and forward a correct invoice.  ���

�PAYMENTS (Continued)

���Explain that there are two types of payments that are most typical:

���Contractors may submit a bill upon delivery of goods.  




An example might be a contract for the delivery of 10 tables.  


On the day the 10 tables are delivered, the contractor may forward the bill.  


That one bill would cover the total contract dollar requirement.  


When the invoice arrives, the Project Officer confirms that the tables were in fact delivered in accordance with the terms of the contract and approves the invoice.  �
�����The contractor may agree to provide goods or services on a periodic basis.  




The contractor may send a bill each time a service has been provided, and an invoice will need to be approved each time.�
�����

�Stress that prompt payment is absolutely essential.  



The Prompt Payment Act requires the Government to process an invoice within stringent timeframes.  



If payment is not made within these timeframes, the Government must pay an interest penalty.  



The Project Officer has 2 days from receipt of both proper and improper invoices to return the invoices to the Finance Officer.  



The Project Officer enters information onto an invoice, including the �21-character fund code that comes from the 40-1, 60-1a, or 60-1 and the award document.  



In cases where funds come from more than one fund code, each applicable code must be placed on the invoice, along with the amount of money to be taken from each.�������Stress the importance of processing invoices in a timely manner.  FEMA has, over the years, paid millions of dollars in interest because Project Officers did not act on invoices in a timely manner. ��
�
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�CLOSE OUT�����Visual 7.5
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���

�Show Visual 7.5.  Describe the requirement for the Project Officer to close out all contracts:������The Project Officer must formally notify the Contracting Officer by submitting a memorandum whenever the goods and services have been received and the acquisition is complete.������Other documents that may be involved include receiving reports and final invoices.  The Project Officer should attach a copy of all pertinent documents to the memorandum that is forwarded to the Contracting Officer.������Failure to close out contracts may preclude payment to vendors, or in some cases cause overpayments.������It is the Project Officer’s responsibility to keep copies of every document generated for a purchase.  That is, a file should be established for each purchase and in this file there should be copies of:������
FEMA Form 40-1, 60-1a, or 60-1 and all attachments.


Award document and any modifications.


Completed receiving report.


Any invoices.


All correspondence.�
�����With a well-documented file, anyone taking over as Project Officer will know what is going on with that acquisition.  Also, when the DFO closes, and everything is sent to the Region Office, they will know the status of each acquisition.���

�� EMBED Word.Picture.6  ����CONTRACT ADMINISTRATION EXERCISE�������Tell the students to turn to page 7-7 in the Student Manual.  Review the instructions.  (A copy of the exercise is shown on page 7-10 of this guide.)���


�
CONTRACT ADMINISTRATION EXERCISE



Instructions:  Review the following questions.  Write your answers in the spaces provided.  Be prepared to discuss your answers with the class.

____________________________________________________________________________________

1.  Acceptance of goods or services normally occurs at the conclusion of how many days?







____________________________________________________________________________________

2.  Why is timely and accurate acceptance important?







____________________________________________________________________________________

3.  Inspection and acceptance are responsibilities of the:



 	A.  Contracting Officer

	B.  Project Officer

	C.  Person who receives the goods

____________________________________________________________________________________

4.  List two examples of day-to-day responsibilities of the Project Officer in administering contracts.







____________________________________________________________________________________



5.  Only the __________________ Officer can make modifications to a contract.







____________________________________________________________________________________

6.  How many days from receipt of an invoice does the Project Officer have to return it to the Finance�     Officer?







____________________________________________________________________________________

7.  What problems can be caused by the failure to close out contracts appropriately?







�

�SUMMARY AND TRANSITION������

�Summarize this unit by asking if there are any questions about contract administration.  



Explain that the next unit will be a summary of the previous units.
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